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Task 1 (a).
	In the past few years, the UK’s economic landscape has been significantly changed due to the intertwined problems of the Covid-19 pandemic, Brexit and the interconnected impacts of these two. The combined impact of the Covid-19 pandemic and Brexit has caused several disruptions and created upheaval and uncertainty for both individuals and businesses, leading to several fundamental economic problems, including supply chain disruptions, fuel price hikes, panic buying of resources and several others (Bissoondeeal, Binner and Milas 2023). In the given case study, some of these fundamental economic problems that have arisen due to the intertwined impact of the Covid-19 pandemic and Brexit are highlighted. This section of the essay discusses those economic problems as follows.
	The first fundamental economic problem that arose was the labor shortage within the UK. The labor shortage is a serious economic issue for any country because labor shortage will affect companies’ production and goods/ services delivery capacity, which will create a supply shortage within the economy and ultimately lead to a slowdown of the country’s economic growth. Since the outbreak of the Covid-19 pandemic, various sectors have faced serious labor shortages, including food and drink, construction, hospitality and haulage. The country reported record-high job vacancies of 1,298,400 between Nov-21 and Jan-22. This huge level of staff shortage disrupted the entire supply chain of several sectors. For example, the haulage sector faced challenges as there was a lack of around 100,000 drivers (Davey 2021). The haulage sector is an essential part of every company’s supply chain as for the transportation of both finished goods and raw materials; companies require the support of the haulage sector. Thus, this labor shortage caused warehouse backlogs on the one hand, and on the other hand, it led to a shortage of products and delayed delivery to customers. Similarly, the food and drink industry faced a 12.5% labor shortage. This labor shortage is the combined outcome of the Covid-19 pandemic and Brexit. However, Covid-19 and Brexit are not the only causes of labor shortages. It is already a fundamental structural problem in the UK because, as per the Road Haulage Association, even before the pandemic scenario, there was a labor shortage of 60,000 in the haulage sector (Reynolds 2021).
	Similarly, the other fundamental economic problem faced by the country is fuel shortage and the rocket price hike of fuel prices. As a result of the labor shortage, the demand for fuel increased. However, due to the lack of truck drivers, transportation of fuel was also disrupted, causing a dual shortage. Post-lock down, the demand for fuel increases. The country failed to manage the increased fuel demand because, on the one hand, Russia restricts the fuel supply to Europe and the UK, and on the other hand, it has limited fuel storage facilities. Previously, when it was a part of the EU single market, it was not exposed to fuel storage-related issues because it did not face the challenges related to limited fuel storage facilities. Due to the increased fuel demand and lack of storage facilities, UK wholesale fuel prices increased nine times more in Dec-21 than in Feb-21. Due to this rocket price hike in fuel prices, the energy-intensive industries have become vulnerable. Many businesses decide to end their production as their financial performance becomes unviable due to significantly high fuel prices (Hinson and Bolton 2022).
	Panic buying also causes serious fuel supply issues. Driver shortage disrupts the fuel supply; however, initially, only a minority of petrol pumps face fuel shortage due to driver shortage. However, once this issue came to the news, people started panic buying, causing a sudden rise in demand while supply was already disrupted. This panic buying made the situation worse.
	Therefore, it is concluded that since 2020-21, the UK has been facing several fundamental economic problems due to the combined impact of the UK’s structural problems, the Covid-19 pandemic and Brexit.
Task 1 (b).
	In order to cope with the above-discussed fundamental economic issues, several governmental interventions are required. Along with this, businesses and industries also need to implement and adopt the necessary action measurements. This section of the essay discusses different ways via which the stated economic issues can be addressed.
	First of all, the government plays an important role in addressing and mitigating these challenges via different governmental interventions, such as government structure, communication, governmental policies and others. The government should focus on developing its internal structure that will monitor the crisis scenario regularly and respond accordingly. For instance, where it is observed that there is a significant driver shortage in the haulage sector, the government must announce a task force that will temporarily mitigate the issues related to a labor shortage. Accordingly, the UK government announced a National Economic Recovery Taskforce (Logistics) on 14th September 2021, which will coordinate the governmental departments that are responsible for the haulage sector and address the driver issue (Parallel Parliament 2022).
	Another way of addressing these economic challenges is effective communication with government officials. It is important for them to explain the scenario clearly to the public. For instance, it has been researched that panic buying was a result of ineffective government communication. On the one hand, the government stated that the supply chain disruption in the UK is a global issue, which has been arising due to the disruptions in the global supply chain. On the other hand, the government acknowledges that Brexit is a contributing factor to the labor shortage. This variation in the government’s explanation makes the panic-buying situation worse. Hence, the importance of clear and effective government communication is clear. If the government effectively communicates and explains the situation properly to the public, then a great portion of the economic challenges can be avoided (IFG 2021).
	Further, as mentioned earlier, due to driver shortage, the delivery of fuel supply was disrupted, which led to fuel shortage and a hike in energy prices. In this situation, the government may consider the use of military forces. In the crisis scenario, military forces are deployed to manage the crisis. Thus, in the case of fuel shortages, the government should use military force to supply fuel. For instance, in Oct-21, the government deployed around 200 military tanker personnel to handle the fuel shortage crisis (GOV.UK 2023). Similarly, in order to address the crisis of rocket energy price hikes, the government might fix a price cap on the energy price for domestic consumers. For instance, on Aug-21, the UK government put a price cap of £1,277 on average energy bills.
	Along with the government, businesses and industries should also take and implement necessary action measures. For instance, businesses may consider increasing the wages of labor during times of crisis in order to deal with the labor shortage. The increased wages may keep them attracted to the work, and the increased wages will be helpful for supporting their financial responsibility during the crisis time (House of Commons 2022). Businesses should strengthen their supplier network so that in the case of any potential supply chain crisis, the suppliers inform businesses at an early stage. This will help the businesses to prepare themselves for any potential supply chain disruptions at an earlier stage. Businesses should also consider educating customers regarding what to do and what not to do in the case of crisis scenarios so that they do not get panicked and start buying and piling up products in a rush.
	Therefore, it is concluded that the fundamental economic problems can be addressed through the combined initiative of the government and businesses.
Task 2 (a).
	Demand and supply are two fundamental concepts of an economy. In an open economy, the market equilibrium and product and service prices are determined on the basis of the market demand and supply. If issues regarding demand or supply start to arise, a country faces serious economic challenges, which is evident from the given case study. Hence, in this case study, demand and supply are relevant. The relevance of the demand and supply is discussed below,
	A product’s demand, supply and pricing strategy are all interrelated. With the change in the pricing strategy, a product’s market demand or supply changes. Similarly, due to the changes in the products, demand suddenly increases, or the supply suddenly decreases, and the same affects the product’s market price. It is observed in the case study that the entire UK supply chain was disrupted due to the Covid-19 pandemic and Brexit, which led to a shortage in labor supply. Due to the labor shortage, business production, delivery, and procurement were delayed. Even fuel shortage is also faced. In this scenario, the shortage can be managed to a certain extent by increasing the wages of workers. Similarly, due to fuel shortage, fuel demand suddenly increased, and people started to panic buying. That situation can be dealt with by following a dynamic pricing strategy. For example, despite the rising fuel prices, some discounts are given to domestic consumers. Therefore, demand and supply are relevant for this case study because the pressure of supply and demand can be managed via a pricing strategy (Taleizadeh, Moshtagh and Moon 2018).
	During a crisis situation, balancing the business’ inventories is crucial. If a business does not maintain a minimum required level of stock balance, then the supply chain disruption will affect the business more. Thus, evaluating the business’ inventory demand and the condition of the market demand and supply is necessary so that the business can plan its inventory purchase accordingly. It is observed from the case study that there are companies that use a just-in-time inventory management system. During the time of the supply chain disruption, those companies re-evaluate their just-in-time inventory management system. Some companies, such as BIMCO, considered changing their just-in-time inventory system to a just-in-case inventory system. The just-in-case system considers any possible challenging situation that may arise, such as cases of supply shortage, delayed supply, unanticipated hikes in demand, and others. Accordingly, the business piles up the stock. Therefore, for this purpose, consideration of demand and supply is also necessary (IFG 2021).
	In this case study, demand and supply are also relevant because they can help the business in effective risk management. Generally, the market demand and supply do not fluctuate significantly in one night. The indicating factor of potential challenges exists in the market beforehand. For example, the Covid-19 pandemic and Brexit were held liable for the truck driver shortage. However, it was discussed earlier that even before the pandemic situation, there was a deficit of drivers in the industry. Thus, analyzing demand and supply is constantly important as it helps to identify any structural weaknesses, and the businesses get time to prepare proper strategies for their risk management in the case of challenging situations (IFG 2021).
	Demand and supply are also relevant for shortage management and shifting market demand. The demand law states that if there is a change in any demand determinant factor except the price, then the demand curve shifts; that is, the market demand shifts. If businesses have the knowledge of market demand and supply scenarios, then they can shift their market demand accordingly so that the shortage situation does not impact the businesses and customers that much.
	Therefore, it is concluded that from the case study point of view, demand and supply are relevant.
Task 2 (b).
	Demand elasticity is an economic measurement that measures % change in a product’s quantity demanded in response to the change in any demand determinants, such as income, price and others (de Bonviller, Wheeler and Zuo 2020). Generally, a product is regarded as elastic when the quantity demanded changes significantly due to the change in the demand determinants. Conversely, when there is no movement in the quality demanded of a product with the change in the demand determinant, the product is regarded as an inelastic product. Products of utmost necessity, such as life-saving drugs and tobacco products, are considered inelastic products, and luxury products are considered elastic products (Jawad et al. 2018).
	Thus, the key differences between elasticity and inelasticity of demand include the following,
	First of all, inelastic demand has price flexibility. Generally, these are the products that are of utmost necessity. Thus, with a significant increase in the price, people will buy these products. Therefore, companies selling inelastic products can increase or decrease the product price as per their requirement. However, elastic demand does not have price flexibility. Luxury products have an elastic demand. In the case of elastic demand, if a company increases or decreases the price of its product, demand changes significantly. Thus, companies cannot increase or decrease the product price as per their will. For example, fuel is an inelastic product. It is a necessary element for every individual and business. Thus, from the case study, it is observed that despite the increase in price, people continued to purchase fuel at a higher price (Díaz and Medlock 2021).
	Inelastic demand is protected against market fluctuations because, despite the market fluctuation, the demand for inelastic products will not change. However, demand for elastic products is not protected against market fluctuations because a slight market change will lead to a significant change in product demand (Gjika et al. 2020).
	The advantage of elastic demand is that businesses can increase their product sales by changing the price of the products. However, the disadvantage of this is that a company has to monitor its competitors’ pricing strategy continuously because the competitors may influence the customers easily by changing their pricing strategy (Einav, Finkelstein and Polyakova 2018).
	On the other side, the advantage of inelastic demand is that companies can increase their revenue and profit margin by increasing the price level as per their will. The disadvantage of price-inelastic products is that businesses can exploit the customers by unethically increasing the product prices of necessary products (Na, Kang and Jeong 2019).
Task 2 (c).
	The laws of supply and demand are listed and explained below,
	Firstly, the supply remains the same, if the demand increases, the same leads to increased prices and increased quantities. While the supply remains the same, the increase in demand means the appetite for the product has increased, and thus, customers are ready to pay high prices. Therefore, it creates profitable opportunities for sellers (Kilian and Zhou 2018).
	Secondly, the supply remains the same, if the demand decreases, the same leads to decreased prices and decreased quantities. A decreased demand means the customers are unwilling to buy the products. Thus, sellers lower their prices to encourage customers to buy their products. Therefore, in this case, profitable opportunities declined, and suppliers also decided to decrease their production (Burgos and Ivanov 2021).
	Thirdly, the demand remains the same, if the supply increases, the same leads to decreased prices and increased quantities. If supply increases, even though the demand is the same, that means there is easy availability of products. In this scenario, sellers reduce product prices to attract more customers than their competitors (Tian et al. 2018).
	Lastly, the demand remains the same, if the supply decreases, the same leads to increased prices and decreased quantities. When the supply of a product decreases, than the market demand for that product, customers will be willing to pay a higher price to get the product (Tran et al. 2019).
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