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[bookmark: _Toc127280560]Introduction
The energy sector is a specific category of stocks, which is related to supplying and producing energy. As mentioned by Papadis and Tsatsaronis (2020), the energy sector incorporates organisations that are involved in the development and exploration of oil, gas, gas drilling and refining as well. Thus, this study will be included with a basic understanding of the impact of the energy industry price increase on businesses. In addition, relevant theories will be used to understand the effect of the increased price of the energy sector more precisely. Furthermore, the effect of increased prices on the managerial decision of small and large organisations will be discussed thoroughly as well. This will be helpful to conclude the whole findings with relevant and proper information. This essay would be focusing on the effects of price on demand and supply using market structure, elasticity, and other theories, which will be helpful to recognise the government policies on markets also. 
[bookmark: _Toc127280561]Discussion
The overview and importance of the energy sector
The energy sector is a sector that produces or supplies energy which includes companies that take part in the production of oil and gas, electricity, and other renewable energy so that people could be able to use them. In every economy, this sector becomes important as it helps the whole economy such as households, businesses, and other people so they could be able to conduct their daily activities. As per the research by Küfeoglu et al. (2019), it can be said that the energy sector is important for businesses so that they could be able to conduct their operations. In recent times businesses have shifted to automation and other technological changes. In those changes, the most important aspect is the energy that they would need to use. Therefore, it can be said that it is an important sector that helps the entire economy by providing fuel to power the economy. This can be either renewable or non-renewable energy with which the industry could operate. 
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Figure 1: Expected energy sector in the UK.
(Source: Statista, 2023)
From the report by Statista (2023), it can be said that the energy sector has a lot of potentials and with time the consumption of energy in different industries would increase. However, it has been understood that the energy industry in the UK has focused on shifting towards renewable energy, and they have started to reduce the use of conventional or traditional non-renewable energy so that they could be able to reduce the carbon emission of the industry (Statista, 2023). Therefore, it can be said that the energy sector is one of the most important industries that helps in improving the overall improvement of economy. 
Theoretical discussion to understand the price increase in the energy sector.
The price of the energy sector could get impacted due to many reasons. This impacts business decisions as businesses need to use energy in different operations so that they could be able to optimise their business. Therefore, if the price of energy would increase then it would impact the energy sector. This could be understood with the help of different economic theories such as market structure, supply and demand, and elasticity. The theory of market structure helps to understand the nature and degree of competition for goods and services in the market. 
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Figure 2: Market Structure
(Source: corporatefinanceinstitute, 2022)
Therefore, it can be said that the market has four different structures such as perfect competition in which a huge number of businesses operate and sells the same kind of product. Then comes Monopolistic competition which is an imperfectly competitive market that relies between a competitive and monopoly market. This even includes an Oligopoly structure, in which there are only a few businesses that conducted their operations, and they rely on each other to define their competitive strategy. Then comes the monopoly market in which there is only one company that operates and conducts its operations as per its own consideration due to no competition in the market (corporatefinanceinstitute, 2022). According to the report by Statista (2023), it can be said that there are only a few businesses such as British Gas, EDF Energy, E. ON, Npower, Scottish Power, and SSE in the UK market, which helps to understand that the energy sector falls under an oligopoly market. Thus, it can be said that the demand would be higher, and the competition would be lesser thus, the industry could be able to make an appropriate profit due to the need for energy from the businesses, households and the economy. 
The theory of supply and demand could even be taken into consideration to understand the price increase. The law of supply and demand mainly combines two fundamental economic principles which help to understand how changes in price could impact the supply and demand of the commodity. This has two different aspects such as supply and demand that helps to understand the influencing aspect. The law of demand suggests that the demand for a product change inversely with the price. This means if the price increases, then the demand for the product would decrease and if the price would decrease then the demand would increase.  
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Figure 3: Law of demand
(Source: corporatefinanceinstitute, 2022)
On the other hand, the law of supply has a direct relation with the price and supply of the product. This means if the price of the commodity would increase then the supply of the commodity is even higher (NetSuite, 2022).
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Figure 4: Law of supply
(Source: NetSuite, 2022)
Therefore, it can be said that the demand for the energy industry is higher as every other industry needs it so that it could operate effectively. Due to high demand the supply from the businesses is even higher. Thus, it can be said that due to higher supply, the prices are also higher. However, the price could get affected due to other external reasons. The Russia and Ukraine war is also an external influential factor that has impacted the price of energy as they need to get the raw materials at higher prices. According to Ralston (2022), it has been understood that Russia produces near about 17% of gas in the world, thus, if the country gets affected due to war, then it would affect the supply and the demand would increase and then the businesses would need to increase the prices to keep up with the supply. 
The law of elasticity could even be considered in understanding the price increase in the energy industry. According to this theory, a product is considered as elastic if the quantity demand changes more than the price (Fukase and Martin, 2020). This could both increase and decrease more than the quantity demanded; therefore, it can be said that if the price increases then it would affect the demand. However, due to the high demand and oligopoly sector, the price has increased. 
Discussion on the impact of price increase on business 
The increase in the price of energy could impact businesses in many ways. Businesses need energy in different stages of their business operations. As businesses have understood that with the help of technology, they could optimise their production process. Thus, they would need energy such as electricity and fuel to conduct their production process. If the price of energy increases, then businesses would need to spend more on their production process which would impact the price of the product. On the other hand, logistics are one of the most important operations for businesses; this helps them to optimise their supply chain management. However, if the price of fuels increases, then it would increase the cost of logistics operations for businesses, and they would need to increase their overall prices which would impact the business sales and profitability. According to the report by naturalgasworld (2023), it has been understood that aviation, shipping and chemical firms are the industries that are directly impacted by the higher energy prices. The price of other things is the secondary effect on these industries. 
Discussion on the impact of price increases on household 
Energy cannot be excluded from the household, as people would need electricity and fuel so that they could be able to conduct their operations effectively. The appliances in the households are used with the help of electricity; the personal vehicles are also used with fuel and electricity (energysavingtrust, 2022). Therefore, if the price of energy products increases then it would impact the expenses of households. People in the household pay their electricity bills, thus, if the price of these commodities would increase then it would impact their expenses. On the other hand, it can even be said that due to price increases in energy businesses needed to increase their prices, therefore, people would need to buy the same product at a higher price. Therefore, it can be said that the increase in energy commodities could impact households both directly and indirectly which has helped to understand that the economy of a country is surrounded by this sector and people are reliant on the industry for their activity. 
Discussion on the impact of price increase on the UK economy 
According to the report by ons (2023), it has been understood that the electricity prices in the UK have increased by 65.4% and gas prices by 128.9% in the last 12 months up to December 2022, thus, it has impacted the inflation of the economy. Due to the price increase, businesses have suffered while conducting their operations, which has impacted their profitability, thus the government could not be able to get the appropriate amount of tax, for which it can be said that the increase in the price of energy has impacted the GDP of the UK. Therefore, it can be said that businesses have been impacted due to this price increase in energy commodities. This has impacted the monetary condition of the country and the growth of the economy has been reduced (weforum, 2022). 
Effect of increased price on the managerial decisions of small and large companies
The price of energy sector products is used by every business organisation from different industries such as gas, fuel, bitumen, and LPG. These are the products that are mostly used by business organisations because, without an energy management system, an organisation may not be able to reduce commercial risks and maintain operations. As opined by Capellán-Pérez et al. (2019), energy sustains societies and drives economies as well. Thus, it can be inferred that every organisation uses energy products, which is why the price of energy products affects businesses in many ways. However, as per the statement by Osmani et al. (2021), it has been observed that improper pricing can be a threat to business organisations to gain competitive advantages. The rise in energy prices affects the household’s income, spending and saving as well. Thus, elevated energy pricing is the increasing scarcity of energy, which is a basic input of every production. The increased price of energy increased the production cost of every good and service, which affects the business negatively because if the price of the products suddenly increases, the company faces a huge loss. As energy price increase affects households as well, thus, spending people decrees, therefore, they would not be able to buy high-priced products. In addition, it has been found that increased energy prices increase the value of PPI and CPI and reduce GDP (Dunn et al., 2018). From, the perspective of mechanism, the increased energy price increases the production cost of the companies while the production input factors remain the same and uncharged. 
As it has been mentioned earlier, the GDP decreases if the energy price increase and the production cost increases, thus, small business organisations might face problems to sell their products at the same price. The increased production cost increases the price but people do not tend to buy the same products at high pricing, which affects the revenue of small organisations mainly. There are some energy-intensive sectors, which will be affected the most if the energy price increases.
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Figure 5: Use of energy in different sectors
(Source: ING, 2023)
From the above figure, it has been understood that the aviation, shopping, agriculture, food and beverage industry and others use oil and gas. Thus, if the price of gas or oil increases all these industries will face consequences to get competitive advantages. As stated by Jones (2022), managerial decision-making is a specific process that is aimed to resolve problems and enable the effective performance of business activities. Therefore, the energy price increase has affected the decision-making processes of small and large business organisations. For example, in small business organisations decision-making processes mainly include identifying the problem and finding an alternative plan to get over the problem. Thus, in the scenario of the increased price of energy, organisations try to find other alternative ways but it is much more expensive because other ways are not easily usable and it is hard to find as well. If small organisations want to reduce the production cost, it must have to find a new alternative to energy such as renewable energy. 
The increased price of energy such as oil and gas increase the logistics fare as well for the companies, which becomes expensive for the companies to import raw materials and export products with a low price to get competitive edges. However, large business organisations can use other ways like streamlining inventory levels, revising the market shipping network and others, which cannot be sued by a small organisation easily. The organisational structure of small business organisations does not support change rapidly; it takes time to incorporate new ideas and technologies, which is a negative aspect. On the other hand, the customer base of small organisations is lower than large organisations. Therefore, large organisations can use renewable energies as a smart move for the future, but small organisations do not have that option. Therefore, it can be said that the quality of the products decrees to lower the production cost of the products, which affects customer loyalty to the brand or an unpopular company. Henceforth, it can be inferred that electricity-incentive industries affect a lot by the drastically increasing price of energy. 
[bookmark: _Toc127280562]Conclusion
From the above discussion, it can be concluded that increased price affects the demand and supply of products and services. In any sector, if the price of any product or service increases, the demand automatically falls, and the supply becomes disrupted. As same as that, the price of a product or service decreases, and the demand can be increased because of continuous supply processes. There are some perceptions as well, however, it has been found from the study that applying relevant theories such as the supply and demand curve has helped to analyse the topic easily and has helped to build a clear understanding of the relationship between increased price and managerial decision of the business organisation. Nevertheless, it can be inferred that the effects of increased prices on small and large companies are tremendous and noticeable. 
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