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Introduction 



[bookmark: _heading=h.30j0zll]The following essay includes information on the various problems which emerge in a particular economy. The study will provide a discussion of the different methods that can be used to solve all the arising issues in the market. Furthermore, it will also describe the relationship between the “demand and supply” with the provided case study. It will also provide relevant information related to the varying “economic concepts” related to “demand and supply”. The overall essay is associated with the provided case study. 
Task 1

 Fundamental Economic Problems

According to Sajjad et al. (2020), an “economic problem” is defined as a situation which hinders the balanced supply and demand” and the production of goods and services in the country. The various factors which are related to such issues include the “resource scarcity, use of alternative goods, limitless needs and wants of the customers”. This section includes the discussion that has been related to the examination of the various “economic problems” that have arisen in the UK. This problem has caused significant changes in the market of this country by bringing fluctuation in “demand and supply”. The fundamental economic problem which is given in the case study includes the “Covid-19 rules of doing business, changes in customer appetite, the impact of Brexit on supply chain facilities, shortage of fuel supply and rocketed price of cost of fuel” (Institute for Government, 2021). The emergence of COVID-19 has brought a huge change in business operations due to the national restrictions and lockdowns. It has also been found that the workforce of the UK was severely impacted by Covid-19 by defining its availability. The shortage of labour has also led the business organisation of the UK to face a lower productivity level which has been the key factor related to the economic fluctuation of the UK (Institute for Government, 2021). Further, it has been found that the business organisation in the UK had to rely on the imported raw materials and intermediate products from the international region and exporting their manufactured goods. Not only that the pandemic has brought changes to the appetite of the customers which has been the main reason behind the fluctuating “demand and supply” in the UK. This change has ultimately affected the supply chain management of the business firms. The “Fed Global Supply Chain Barometer” provided that the increasing persuasion of the supply chain hit a severe rate (Institute for Government, 2021). 
The withdrawal of the UK from the EU which has been regarded as Brexit has also created a major issue in the economy. The main impact which it has made includes the labour market disruption. 
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Fig 1: “Impact of Brexit”
Source (Institute for Government, 2021).

The statistical graph has provided the main challenges that have been created by Brexit in the UK. It has provided that more than 40% of the business firms have faced additional paperwork, changes in the cost of transportation, implementation of custom duties, lack of logistics, and the “disruption of the UK borders” (Institute for Government, 2021). This has been the integral element that has increased the pressure on the supply chain facilities of the UK. There was also a shortage of EU drivers, and its effect was also seen in the petrol stations of the country where it faced difficulty in replacing the former EU employees to fill the vacant jobs. This event has been responsible for the increasing panic of the customers which led to higher demand for “fuel” which often constrained the supplying ability of the energy firms. Hence this has led to the shortage of fuel by 20% during the pandemic peak (Institute for Government, 2021). This issue has created a new problem in the UK where the price of fuel increased at an unexpected rate. The increasing rate of fuel has brought financial problems in both the firms and the household groups which has imbalanced the successful economic growth of the UK. 


Ways of Solving the Economic Problems 

The main method that can be implemented to mitigate the Economic problems of the UK includes government intervention. The “Keynesian theory” says that the involvement of the government has the main role in boosting the growth of every economy (Chen and Chen, 2020). With the application of the theory, the UK government can take various steps towards solving the arising issues. The imperative intervention that can be taken includes lowering the taxation rate and developing the immigration policy. The government of the UK can develop a fiscal policy by decreasing the tax rate. As per Gurdal et al. (2021), when the tax rate declines the burrowing capability of the individual and the business organisation increases. The increase in borrowing capability will help the firms to overcome their financial problems where they can invest more in bringing effective development in their supply chain management. In the same way, the consumers of the UK will be able to lend money where they will be able to maintain a stable income level. This will help them to spend their money on providing household energy bills and mitigate the increasing cost of crisis events. Another intervention of the UK government includes the creation of an immigration policy. It is the policy that is focused on fulfilling the needs of the labour market (Haaland and Roth, 2020). The immigration policy can be developed to allow EU residents to gain residing opportunities in the UK. This involvement of the government will help the UK to gain back the effective growth of the labour market as it was before Brexit. This will benefit the firms in overcoming the recruitment challenges by hiring their existing workforce with the help of this regulation. 
Another way of solving the Economic problem in the UK includes the “creation and improvement of supplier collaboration networks''. The supplier collaboration network will leave an important impact on the business organisation. The main benefit which is provided by this network includes productivity growth, and increased innovation which will also enhance the competitive growth of the business organisation (Surya et al., 2021). From the case study, it has been found that the pandemic has led the firms of the UK to be over-dependent on imported raw materials from the international regions and has brought a greater supply chain disruption. Hence to mitigate such a situation in the future, the business organisation of the UK can focus on forming effective relationships between the various suppliers in the global field. This will provide an advantage to the business organisation by gaining an insight into the “demand fluctuation”, “leverage stock management” and more (Niaz, 2022). It will guide the business organisation of the UK to manage its supply chain most effectively during any situation.  
The main method which can be developed includes the development of a shortage management team strategy. The covid-19 and Brexit have led the “labour market” of the UK to face a huge shortage of employees. The case study has given that the most disruption was caused at the petrol station which has become the main force related to the increasing price of fuels and the shortage of its “supply”. The various organisations in the UK can develop this strategy by including the implementation of an upskilling, apprenticeship, and internship program and the recruitment of short-term workers (Toglia, 2020). The company can develop a training program to help every team member gain effective knowledge and ideas of the various work that is present in the organisation. It can also opt for the development of apprenticeship and internship programs which will enable the younger people of the country to gain employability skills. The firms can also go for the recruitment of short-term hires of the employees before making the final recruitment decision. All these strategies will help the business organisation of the UK to create an opportunity for people to gain the needed skills and knowledge for the job. In return, the organisation will be able to recruit the right employee base during times of economic crises like the “labour shortage”. 
Task 2
Relevancy of demand and supply in the case study

In the provided case study, the “demand and supply have been relevant” in many ways. 
The main problem which has arisen in the case study is related to the pandemic of Covid-19 and Brexit. This has created a situation where issues like labour shortages and rising fuel prices have been developed. 
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Fig 1: “Relevancy of Supply”
Source (Cristina Caraman) 
In the above graph, the example of a business organisation that produces food products has been assumed as an example. It can be seen that the total amount of supply from the business organisation has decreased from “40,000 to 30,000” in a month which is indicated by the yellow line in the given graph. The main factor which has created such an issue is related to the changes in factors of production. From the case study, it has been found that the pandemic has increased the pressure on the supply chain facilities due to the shortage of labour and rising fuel prices. This has increased the operational cost of the business organisation as they have faced the challenges of recruitment, rising energy bills, and more. To mitigate this problem, the business organisation of the UK can focus on expanding its business operation in platforms like Amazon Online platform management to increase its supplier network to meet the ongoing demand of the customers. Also, the business organisation can focus on integrating the just-in-time system to manage its inventory properly. For overcoming the financial difficulties, the organisation can focus on gaining finances through the use of investment. The “initial public offering” (IPO) can be used to increase the capital incitement of the private organisation (Basha et al., 2021). This will help in mitigating the issue of financial problems.  To solve the problem of labour market disruption the companies can build retention strategies by providing higher salary payments to the employees. This will help the firms motivate the existing employee base which will mitigate the disbalance of “labour supply”. 
Another problem that was provided in the case study was the loss of appetite of the customers due to the emergence of the pandemic. This kind of situation has a huge impact on the demand that is present in the market. 
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Fig 2: “Relevancy of demand”
Source (Cristina Caraman) 
From the above graph, the business organisation that manufactures canned beans has been taken as an example. It has been found that the original demand for this product from the customers was around 30,000 cans in a month. However, this rate of “demand” has significantly declined to the amount of 20,000 which is shown by the orange line. The key factor that is related to this situation includes the changes in the taste and preferences of the customer towards the canned beans. In the case study, it has also been found that the consumer has lost the appetite for many products and services which can decrease the demand in the economy. This kind of event can bring down the demand for business ventures. However, businesses can develop an effective marketing strategy for promoting their brand to a larger audience which will help them generate interest among the customers towards their brand (Makrides et al., 2020).  The business organisation can also develop a risk management system to identify the fluctuation of “demand and supply” in the market. This strategy can include processes like the determination of consumer buying behaviour, changing trends in the market, and more. This identification will help the companies manage their “shortage of supply” and at the same time “shift the market demand” as per the changes in the market trend. 

Difference between elasticity and inelasticity of demand

The “demand elasticity is known as the changes, on the whole, demanded quantity at the larger rate as per the response in the changes of the various factors like price, income, taste and more” (Cigliano, 1980). For instance, when the price of fuel increases, the price of elastic goods like clothing, and luxury items increases. This increase will create “demand elasticity”. On the other hand, “inelasticity of demand is the situation where the demand in the market remains constant even when the price changes” (Cigliano, 1980). For instance, when the price of the fuel is increased the “demand” remains the same or prevails lesser changes, this develops the situation of “inelastic demand” in the country. The main difference between this “elastic and inelastic demand “includes price flexibility (Baker, 2003). The “elastic demand” has lower price flexibility as the “demand fluctuates” as per factors like taste and preferences and income level of the consumer. However, the “inelastic demand” has higher price flexibility as the consumer will purchase the product even when its price changes.  
Another difference includes “protection during market fluctuation” (Cigliano, 1980). To protect the market fluctuation, the business organisation that deals with elastic products changes its production strategy for developing the needed products and services by the customers. In the same way, to protect the market imbalance, producers of “inelastic products” develop more products and services to gain more revenue. The major difference between these two “demands” includes the entry barriers (Baker, 2003). The company that produces the “inelastic goods” faces many obstacles like the “requirement of higher investment, a compilation of regulation and the political factors like business persuasion”. On the contrary, the business organisation which provides “elastic products” faces entry barriers which are related to the market competition and regulation of the government and more.  
The advantage of “elastic demand” is that it helps the business organisation set the optimal price for every product and service as this demand is influenced mainly by the “presence of substitute, long-term price changes” and more. However, the drawback is that it will lead the business organisation to continuously monitor the selling strategy that is implemented by its competitors (Baker, 2003). The one advantage of “inelastic demand” is that it helps the firms generate higher revenue as the “demand for such products” is not influenced by the “changes in its price level”. Hence the disadvantage is that when the price of the “inelastic products” is increased the profits grow only by a considerable amount. 

Laws of Supply and Demand

In the study of economics, “supply and demand are the main aspects for the successful growth of the economy”. This helps the business organisation in managing its operation and its production of goods and services more efficiently. “The law of demand implies that there is an inverse relationship between the price and the whole demand in the market” (OECD, 2015). In general, it means that “when the price rises the demand will decline, and when the price increases the demand will decrease”. The main factors which bring such changes include “consumer taste and preferences, alternative goods, income, and more”. This component either leads the demand to increase or decrease which causes a shift in the “demand curve”. 
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Fig no 2: “Movement of demand”
Source (Cristina Caraman)

From the given graph it can be seen that the price of a particular product, for instance, the price of a chocolate bar is around 10 pence and its total “demand” is around 60,000 packages. In the first case, it can be noted that the entire “demand” has been increased from “60,000 to 70,000”. The main factor related to it can be the higher preferences of the customers for the chocolates (Andreyeva et al., 2010). This situation has created the “rightward movement in the curve” as indicated by the “D1 line”. The second situation is that the “demand” has declined from the “60,000 to 50,000” package even at the same price which has led the “demand” to move in the “left direction” as shown by the “D2 line”. It can occur due to the changes in the income level of the customers. This concept helps the business organisation in setting the right pricing strategy. It has been found that “when the demand for the particular product increases'' it creates an opportunity for the business organisation to raise its product prices to gain profits. On the other hand, “when the demand decreases the business organisation is influenced to lower down their price rate to balance its fluctuation”. 
As stated by Goodwin et al. (2022), “the law of supply provides that the price and the aggregate supply have a direct association”. It explains that “as the price goes up, the supply will increase and as the price goes down the supply spurs up”. The various determinants that influence the changes in “supply” include “number of sellers, implementation of technology, input cost, increase in tax and more”. Any changes in these factors “shifts the supply to either left or right direction”. 

[bookmark: _heading=h.1fob9te][image: ]
Fig 3: “Supply movements”
Source (Self-developed) 

In the created graph the product example includes orange juice, and its assumed price includes £8. The original supply of this drink is around 30,000 bottles every month. Through the examination of the image, it can be observed that the “total supply amount” has increased from “30,000 to 40,000 bottles” even at the same price. This case has led the “supply to shift in the right direction” which is provided by the “S1 line”. The factor related to it can be the technological integration of the business organisation. On the other hand, the entire quantity of “supply” has increased from its original rate to 20,000 because of which the “supply has taken the movement in the left path” which has been shown by the “S2 line”. It can be caused by the decline of the production capability of the organisation with the increase of the input prices like oil and fuel. 
This concept also helps the organisation in bringing changes to its management. As the “demand remains "consistent” the business organisation can focus on lowering the price of the product to “increase its supply” in the market. In the same way, as the “higher demand” does not have any tendency to decline, the business organisation can lower down its "supply" to reduce the emergence of the situation like the shortage of goods and services in the economy. 


[bookmark: _heading=h.3znysh7]Conclusion 


With the view of the above information, it can be concluded that there are different kinds of problems which bring economic fluctuation in a particular country. Taking the example of the UK, the main problems included the “labour shortage, changing customer preferences, rising price of fuel” and more. All these factors have brought a huge change in the “balanced supply and demand” in the UK market. 
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