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Q1. (a) Fundamental economic problems identified in the case study 

Covid-19 Rules of doing business
The case highlights the influence of the Covid-19 pandemic on corporate operations, specifically addressing the implementation of social distancing measures, lockdown policies, and health standards. The implementation of these regulations has resulted in the disruption of typical corporate activities, hence presenting difficulties in upholding levels of productivity and efficiency (Donthu and Gustafsson, 2020).

Shortages of demand due to an increase in demand
The implementation of lockdown measures and heightened safety concerns resulting from the epidemic have led to a significant shift in customer behavior. Due to the imposition of travel limitations, constraints on entertainment options, and the curtailment of in-person services, individuals resorted to purchasing of commodities as an alternative to partaking in conventional service-oriented activities. The abrupt change in demand patterns posed difficulties for businesses that were initially organised to deliver services. In response to heightened consumer demand, companies were compelled to swiftly adjust their operations, resulting in interruptions within the supply chain, difficulties in managing inventories, and the possibility of scarcities in specific product categories.

The effects of BREXIT on demand and supply chain facilities
The United Kingdom's decision to withdraw from the European Union (Brexit) has presented businesses, particularly those involved in international trade, with a host of new challenges (Institute for Government, 2021; Glencross and McCourt, 2018). Changes to existing trade agreements and tariffs have disrupted established supply chain routes and made cross-border transactions more complex. Furthermore, companies must adjust their operations to comply with the updated regulatory frameworks and documentation requirements. This extra administrative burden has led to delays in moving goods across borders.
Panic buying of scarce resources:
The pandemic and Brexit sparked a wave of panic buying among consumers, who feared future scarcity of essential goods (Gupta et al., 2023). This surge in demand exceeded normal consumption levels, intensifying supply chain disruptions already caused by the crisis. Retailers had to adjust their inventory levels quickly to accommodate this increased demand resulting from fear-driven stockpiling behavior. The phenomenon of panic buying highlighted the fragility of current supply chains in response to external shocks, as well as how uncertainty can influence purchasing decisions.

Shortage of fuel supply
The shortage of drivers and disruptions in supply chains extended to the transportation sector, particularly affecting the distribution of fuel. The scarcity of drivers, possibly influenced by both Brexit-related changes and the pandemic, created challenges in the delivery of fuel to petrol stations. Consequently, this situation resulted in regional fuel scarcities, affecting not just individual end-users but also sectors heavily dependent on transportation, including logistics, industry, and agriculture. The scarcity of fuel resulted in a cascading impact, leading to logistical complexities and disruptions across many economic sectors.

Rocketed price changes in the cost of fuel
A combination of heightened fuel demand, disruptions in the supply chain, and scarcities resulted in notable volatility in fuel prices. The fundamental economic concept of supply and demand was observed, wherein a decrease in supply and an increase in demand led to fluctuations in prices. Transportation expenses experienced by consumers have risen, resulting in financial implications for households and contributing to the broader inflationary pressures within the economy. Enterprises, particularly those strongly dependent on transportation, have been compelled to grapple with escalated operational expenditures.


High borrowings of funds to meet the surging high cost of living
As living costs rose due to supply chain disruptions, inflationary pressures, and additional expenses, people and companies resorted to borrowing in order to fulfill their financial responsibilities. Borrowing money through personal loans, business loans, or credit cards can have significant long-term repercussions on one's finances if managed properly. 
 
The end of furlough and redundancies
The end of government-sponsored furlough schemes had a significant impact on businesses trying to cope with financial hardship caused by the pandemic. Without these safety nets in place, companies were left scrambling to maintain operations while faced with supply chain disruptions, increased costs, and reduced revenue, putting them into positions where they felt forced to pursue layoffs as an option for streamlining their finances. Sadly, this transition resulted in higher unemployment rates and more strain placed on social support systems nationwide.
(b) Suggest various ways in which these economic problems can be resolved (25 Marks)

1. Government Intervention:

I. Regulation and Immigration Policies:
Government intervention is crucial in addressing supply chain challenges (Fioravanti, 2020). Regulatory frameworks should be reviewed and adapted to facilitate smoother international trade, reducing barriers caused by Brexit. Immigration policies may need adjustments to ensure a steady supply of labor, especially in critical sectors like transportation.
II. Financial Support:
Governments can provide financial support to businesses affected by the economic downturn (Laker, 2023). Targeted stimulus packages, grants, or low-interest loans can alleviate financial strain, preventing bankruptcies and job losses.

III. Government Agency Capacity
Strengthening government agencies responsible for overseeing supply chains can enhance coordination and responsiveness. Increased capacity allows for more effective monitoring, problem-solving, and the implementation of supportive policies.
IV. Communication and Business Engagement
Transparent communication between the government and businesses is vital. Regular updates, guidance, and collaboration forums can foster a more resilient and adaptive business environment. Engaging with businesses to understand their specific challenges helps tailor interventions effectively.

V. Tax Policies
Governments can consider tax incentives to encourage businesses to invest in technology, innovation, and sustainability. Tax breaks or credits may alleviate financial burdens and encourage strategic investments.

2. Relaxing Stringent Covid-19 Rules:
Strategic Relaxation
Governments should continuously assess the necessity of COVID-19 rules and consider relaxing or modifying them strategically. This can help revive sectors heavily impacted by restrictions, allowing for a more flexible and adaptive economic recovery.
Support for Safe Operations
Rather than complete relaxation, focus on supporting businesses in implementing safety measures. This approach ensures a balance between economic activities and public health, preventing a resurgence of the virus.


3. Developing Shortage Management Team Strategy
Establishment of Teams
Organisations should form dedicated shortage management teams. These teams can proactively identify potential shortages, assess risk factors, and develop strategies to mitigate disruptions.
Risk Assessment and Planning
Conduct regular risk assessments to identify vulnerabilities in the supply chain. Develop contingency plans that address potential shortages, ensuring swift responses to unexpected events.

4. Create and Improve Supplier Collaboration Network:
Enhance Collaboration Platforms:
Encourage collaboration among suppliers by creating networks or platforms where they can share information, resources, and best practices. This fosters a more interconnected and supportive supply chain ecosystem.
Strategic Partnerships:
Establish long-term, strategic partnerships with key suppliers. This can involve joint planning, risk-sharing, and coordinated efforts to address challenges collectively.

5. Create Alternative Ways to Reduce Waste:
Diversify Supply Sources:
Reduce the reliance on a single source for critical inputs by diversifying suppliers. This can help to minimize the effects of disruptions in any one region and reduce the risk of shortages.
Implement Sustainable Practices:
In order to minimize waste, sustainable and circular economy practices can be adopted. These include recycling materials, reusing resources whenever possible, and choosing environmentally friendly packaging solutions.
6. Assess and Improve Own Supply Chain:
Supply Chain Audits:
Conduct periodic audits and evaluations to gauge the effectiveness and robustness of the internal supply chain. One should identify areas for improvement and allocate resources towards the acquisition and implementation of technologies that augment visibility, traceability, and responsiveness.
Invest in Technology
In order to enhance the efficiency of supply chain operations, it is advisable to adopt technological advancements such as blockchain, artificial intelligence, and data analytics (Tsolakis et al., 2022). These technological advancements offer immediate and up-to-date information, facilitating proactive decision-making.

7. Work with Suppliers to Reduce Price:
Negotiate Cost-Effective Contracts:
Participate in transparent and cooperative dialogues with suppliers in order to get advantageous conditions through negotiation. Long-term contractual agreements featuring adaptable pricing frameworks have the potential to offer stability and mitigate the adverse effects of abrupt escalations in costs.

8. Keep Stakeholders Informed and Up to Date:
Transparent Communication:
It is vital to preserve a consistent and open line of communication with all relevant stakeholders involved, encompassing customers, suppliers, and employees. The dissemination of information regarding difficulties, strategies, and updates promotes an atmosphere of understanding and solidarity.


Stakeholder Engagement:
Engage proactively with stakeholders to gather their feedback and insights. Their perspectives can help improve strategies and enable more agile responses to shifts in the market environment.

Qn 2a. Why is demand and supply relevant in this case study? (25 Marks)
1. Pricing Strategy to Manage Demand and Supply Pressure:
Dynamic Pricing:
Demand and supply dynamics play a crucial role in determining optimal pricing strategies. In times of shortage, dynamic pricing models can be implemented to adjust prices based on real-time changes in demand and supply. This helps manage scarcity, prevent hoarding, and ensures that goods and services are allocated efficiently.

2. Competition and Driving Prices Lower:
Market Competition:
Understanding demand and supply helps businesses navigate competitive landscapes. Intense competition can drive prices lower as businesses strive to attract customers. By analyzing market demand, businesses can set competitive prices that appeal to consumers while still maintaining profitability.

3. Business Productivity Expansion
E-commerce Platform Management (e.g., Amazon)
The laws of demand and supply play a crucial role in the effective management of online platforms such as Amazon. The utilisation of real-time data pertaining to consumer demand facilitates the optimisation of inventory levels, hence guaranteeing the availability of products at the appropriate time.
 The optimisation of supply chain management plays a pivotal role in bolstering operational efficiency inside businesses, hence fostering increased productivity and facilitating the growth and development of the organisation.

4. Marketing Strategy and Business Concept Promotion:
Targeted Marketing Campaigns:
Advertising is an inherent and significant aspect of the economic landscape (Bagwell, 2005). The utilisation of demand and supply insights is crucial in the development and implementation of efficient marketing strategies. The comprehension of client demand enables organisations to customise marketing efforts, thereby ensuring that items and services are effectively pushed to the appropriate target group at the optimal moment. The implementation of this focused strategy amplifies the efficacy of marketing endeavours.

5. Balance in Inventory Management (e.g., Just-in-Time System):
Just-in-Time Inventory Management:
Inventory management strategies, such as the Just-in-Time (JIT) system, are heavily influenced by the principles of demand and supply. Business enterprises strive to achieve an ideal equilibrium, wherein they steer clear of excessive stock levels while simultaneously assuring the availability of items to satisfy client demand. This strategy aims to reduce the expenses associated with holding inventory and improve the overall effectiveness of operations.

6. Finance Attraction Through Investments (e.g., Initial Public Offering - IPO):
Investor Confidence:
A comprehensive grasp of the interplay between demand and supply is crucial in the context of soliciting investments, namely through financial mechanisms such as Initial Public Offerings (IPOs). Investors evaluate the market demand for the company's shares, and effective supply management can provide a perception of limited availability, which has the potential to increase share prices and attract larger investments.

7. Greater Worker Retention and Satisfaction Through High Salaries:
Labor Market Dynamics:
The labour market functions based on the fundamental economic concepts of supply and demand. During periods of labour shortages, enterprises may be compelled to provide more remuneration in order to recruit and retain proficient personnel. Gaining insight into these factors is crucial in order to develop competitive remuneration packages that effectively bolster worker happiness and retention.

8. Risk Management for Equilibrium Maintenance:
Risk Mitigation:
The utilisation of demand and supply analysis facilitates the identification and effective management of risks. Businesses can effectively apply risk reduction methods by proactively anticipating changes in market conditions. This entails the adoption of supplier diversification, the establishment of strategic reserves, and the implementation of adaptable manufacturing methods in order to effectively respond to variations in both demand and supply.

9. Management of Shortages and Shifting Market Demand:
Adapting to Shifting Demand:
A comprehensive comprehension of the dynamic relationship between demand and supply enables organisations to effectively anticipate and address shortages, as well as adapt to fluctuations in market demand. This may entail modifying manufacturing schedules, exploring alternative suppliers, or expanding product offers in order to accommodate evolving consumer demands.



(b) What is the difference between elasticity and inelasticity of demand with reference to price changes in the cost of fuel? 
Elasticity of Demand:
Definition:
Demand Elasticity is the measure of how responsive or sensitively an increase or decrease in market factors like price, income, and related goods prices affects the quantity demanded for a product (Osadiya, 2023). In the context of fuel, if customers exhibit price sensitivity, it implies that even a marginal change in fuel prices would lead to a substantial effect on the quantity demanded.
[image: ]
Figure 1 Elasticity of demand. (Iowa state University, 2020)
Example; When the price decreases from $10 per unit to $8 per unit, the quantity sold increases from 30 units to 50 units. The elasticity coefficient is 2.25
Characteristics:
Elastic Goods: Products with elastic demand are sensitive to price changes. Examples include luxury items and certain food and beverages.
Responsiveness: When the price changes, the quantity demanded responds significantly. If the price increases, consumers may reduce their demand, and if the price decreases, consumers may increase their demand.

Advantages:
Setting an Optimum Price: Businesses can use elasticity information to set prices that maximize revenue. For elastic goods, lowering prices may increase overall revenue due to the higher increase in quantity demanded.
Lower Taxes: Elastic goods may allow for lower taxes as increased sales and revenue can compensate for lower tax rates.

Disadvantages:
Continuous Monitoring: Elasticity is not a constant value and can change over time. Businesses need to continually monitor the selling strategies of competitors and market conditions.
Time Sensitivity: Price elasticity of demand (The effect of a 1% change in price on purchased quantity or demand (Andreyeva, Long and Brownell, 2010)) works at a specific period, and consumer demand can change over time, making long-term predictions challenging.

Inelasticity of Demand:
Definition:
"Inelastic" refers to the situation where the quantity demanded of a good or service remains relatively static when its price changes (Osadiya, 2023). Inelastic demand means that consumers' buying habits stay relatively constant regardless of price fluctuations.
[image: ]
Figure 2 Inelastic demand. (Iowa state University, 2020)

Characteristics:
Inelastic Goods: Products with inelastic demand are insensitive to price changes. Examples include essential goods like tobacco and prescription drugs.
Limited Responsiveness: Inelastic demand implies that changes in price have limited effects on the quantity demanded.

Advantages:
Revenue Boost by Increasing Price: An increase in the price of a product with inelastic demand is likely to result in a boost in revenue since consumers are less responsive to price changes.

Disadvantages:
Profit Impact: Although a rise in price has the potential to enhance revenue, it does not guarantee a corresponding increase in profits unless there is a substantial increase in the amount demanded. The potential influence on financial gain may be constrained.

(c) Laws of supply and demand (10 Marks)
1. Law of Increased Demand:
When the demand for a certain product or service increases without an increase in supply, it typically results in higher prices and greater quantities of that item being available on the market. As consumers become willing to pay more for the item due to their increased interest, sellers take advantage of the opportunity by increasing their production levels to meet this heightened demand.
[image: ]
Figure 3 Demand increase













2. Law of Decreased Demand:
When the demand for a product or service decreases while the supply remains constant, it results in lower prices and lower quantities. In this scenario, market prices are lowered to incentivize buying, as consumers are less interested in the product. Suppliers respond to reduced profit opportunities by decreasing their production.
[image: ]
Figure 4 Shift in equilibrium price in quantity with decrease in demand
Example:
If there is a decline in the demand for a particular fashion brand, and the supply remains the same, the brand may lower its prices to stimulate interest and encourage consumers to purchase. As demand decreases, suppliers adjust their production to align with the reduced consumer interest.



3. Law of Increased Supply:
When the supply of goods or services increases while the demand remains unchanged, it leads to lower prices and higher quantities in the market. The abundance of supply creates competition among sellers, compelling them to reduce prices to attract consumers away from competitors. As a result, consumers benefit from more choices and lower prices.
[image: ]
Figure 5 Increased supply. (EconomicsOnline, 2021)
Example:
In the market for televisions, if various manufacturers introduce new models, increasing the overall supply, sellers may reduce their prices to compete for customers. Consumers, having more options, can choose from a wider array of television models at lower prices.

4. Law of Decreased Supply:
When the supply of goods or services decreases while demand remains unchanged, it leads to higher prices and lower quantities. A shortage of goods compared to demand makes consumers willing to pay more to secure the limited available items. Sellers respond to the scarcity by raising prices to capitalize on the heightened demand.
[image: ]
Figure 6 Decreased supply. (EconomicsOnline, 2021)
Example:
If there is a disruption in the supply chain for a specific electronic component used in smartphones, resulting in a decreased supply of smartphones, consumers may experience higher prices due to the scarcity. Suppliers, faced with limited availability, can charge higher prices for the remaining stock.
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