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[bookmark: _Toc151640986]Q1.a Discuss the fundamental economic problems identified in the case study.
The COVID-19 epidemic has significantly altered the balance between demand and supply. Rising commodities demand and worldwide supply chain disruptions have produced a perilous imbalance (Arnold, 2019). The pandemic caused consumers to choose products over services, which changed consumption patterns. Businesses must adapt to unexpected demand swings to stay in business and satisfy customers. A crucial part of the supply chain dilemma is the shortage of drivers, exacerbated by the departure of EU drivers from the UK. Brexit and COVID-19 have made replacing these trained / skilled workers difficult. Due to this constraint, industries have experienced delivery delays and fuel supply issues. Customer concerns grow as firms struggle with logistical issues affecting local and global markets. Brexit has Impacted Demand and Supply Chains (Cowell, 2018). Regulations and trade agreements have complicated and strained multinational supply systems. Brexit and the pandemic have increased demand and supply chain risks. As they face this twofold disruption, firms must quickly adjust to new regulatory regimes and trade dynamics to retain operational efficiency. Consumers are panicking over driver shortages and fuel shortages. Media coverage of driver shortages has fuelled a rush to fill fuel tanks, widening the demand-supply in equilibrium. Demand has skyrocketed during a supply shortage, causing price adjustments and increased competition for precious resources (Kreps, 2019). Thus, panic buying increases economic uncertainty and highlights the complex relationship between media and consumer behaviour, impacting the economy.
Panic purchasing and fuel supply bottlenecks have caused sharp fuel price increases. Due to rising living costs, consumers are borrowing more to cope with economic challenges. This enormous rise in borrowing has set in motion a cycle of economic hardship that affects businesses and the economy as a whole. Consumers are burdened by fuel price spikes, which ripple through numerous sectors. As the cost of living rises, people and businesses must evaluate their financial strategy, increasing borrowing. Economic uncertainty and the need to balance rising expenses have increased borrowing, straining households and businesses (Besanko and Braeutigam, 2020). The complex link between fuel prices and other commodities exacerbates economic strain. As transportation-dependent industries incur increased operational costs, customers pay higher prices for goods and services. This interconnection highlights fuel price changes' far-reaching effects, complicating the economy.
Furlough policies, which provided economic help during the pandemic, ended at a crucial economic time. Redundancies have increased as firms struggle with the economic downturn and must make tough decisions without this help (Bagwell, 2005). This phase of growing redundancy causes cyclical financial strain for firms and individuals. After furlough support ends, businesses must survive economic uncertainty. Redundancies burden individual finances and raise economic issues, hurting consumer spending and economic stability. Furlough support ends; thus, firms and policymakers must build comprehensive measures to transition to a post-furlough economy.
As economic strain, large borrowings, and layoffs increase, firms unable to pay their financial responsibilities file for bankruptcy. The inability to repay borrowings causes a ripple effect of economic issues that affect multiple sectors. This financial hardship cycle raises living costs and threatens economic stability. Business operations and financial relationships are intertwined, making bankruptcies worse. Employees, creditors, and suppliers are affected, generating a ripple effect beyond individual enterprises (Acemoglu et al., 2019). Policymakers and businesses must work to minimise the economic instability and build a more resilient economy. The epidemic changed consumer preferences from services to products, complicating demand and supply dynamics. Service-based businesses must adapt and restructure to meet changing client expectations. This shift affects individual firms and restructures industry and operational frameworks. Changing customer appetites requires more than marketing changes (Foot and Gomez, 2006). To adapt to shifting market conditions, businesses must rethink supply chain logistics, staffing, and investment priorities. Consumer preferences are changing, forcing businesses to adapt and rethink their value propositions.
[bookmark: _Toc151640987]Q1b.  Various ways in which these economic problems can be resolved.
Government Intervention
Government intervention is key to fixing economic problems and generating strategic solutions. Regulation is key to addressing gasoline supply shortages and panic buying. Set norms and standards to promote fair procedure stability and prevent crisis-related price gouging. Strategic immigration policy changes can fill driver shortages with skilled workers. Financial support services for businesses and individuals mitigate economic stress and prevent financial crises (Aigner-Walder, 2015). Meanwhile, strengthening government agencies streamlines crisis response, coordination, and resource allocation. Improved communication, policy transparency, and crucial information dissemination build public trust. Carefully designed tax policies encourage corporate development and investment throughout economic recovery. This multimodal government engagement creates a resilient economic framework for overcoming obstacles and promoting sustained growth.
Relaxing Some Stringent Covid-19 Rules
A nuanced approach to Covid-19 regulations can help solve economic problems. A balanced re-evaluation relaxes of the stringent rule to give firms operating flexibility. Governments may boost consumer participation and help firms adjust to changing demand by reconsidering capacity limits. Businesses are more adaptable and robust when they can modify their operations depending on real-time data and economic needs. Data-driven rule changes are needed as the pandemic evolves. This strategy supports economic recovery and recognises the need to balance public health with economic activity. Recalibrating rules shows a commitment to a dynamic and flexible policy, matching regulatory frameworks with pandemic realities and economic implications.
Developing Shortage Management Team Strategy
During supply chain disruptions, a shortage management team is essential. This specialised task force identifies, assesses, and plans shortfall remedies. This team's logistics, procurement, and crisis management experts offer tailored supply chain solutions. The shortfall management team dynamically mitigates disruptions by obtaining alternate supply sources or optimising distribution methods. Their concentrated strategy lets them respond quickly to crises, limiting shortages' impact on businesses and consumers. This technique encourages cross-sector collaboration to solve problems efficiently (Osadiya, 2023). The shortage management team helps the supply chain navigate complexity and adapt to changing economic conditions.
Creating and Improving Supplier Collaboration Network
Enhancing supplier collaboration is crucial for reducing shortages and boosting resilience. Governments and corporations can host collaboration forums to help suppliers share resources, knowledge, and plans (Pindyck, 2018). Strengthening these networks allows suppliers to support one another during disruptions and solve demand and supply issues together.
Creating Alternative Ways to Reduce Waste
A proactive strategy for waste reduction entails discovering and adopting alternative ways in manufacturing and distribution operations. Sustainable packaging, efficient production, and recycling can reduce waste if governments and corporations invest in research and development (Osadiya, 2023). Industries can solve economic problems and protect the environment by adopting eco-friendly methods.
Assessing and Improving Own Supply Chain
Resolving economic difficulties requires a thorough study and improvement of specific supply networks. Comprehensive audits can detect risks, optimise procedures, and diversify vendors. Incentives and government support can encourage businesses to improve supply chain efficiency and resilience across industries.
Working with Suppliers to Reduce Prices
A pragmatic approach is to negotiate and lower pricing with suppliers. Transparent communication and negotiation can help governments and businesses reach fair pricing arrangements (Besanko and Braeutigam, 2020). Businesses can reduce cost pressures and avoid inflation by building strong supplier relationships.
Keeping Stakeholders Informed and Up-to-date
Transparent communication is crucial for handling economic issues and keeping stakeholders informed. Governments and corporations should aggressively enlighten customers, suppliers, and employees. Regular updates on measures, progress, and potential effects help build trust. Open communication channels can help stakeholders adjust their plans to changing economic situations.
[bookmark: _Toc151640988]Task 2a. Relevance of Demand and Supply
Pricing Strategy to Manage Demand and Supply Pressure
Businesses use demand and supply to ensure strategic pricing. Businesses can balance profitability and competitiveness by studying market trends and modifying prices (Rauch and Schleicher, 2015). Dynamic pricing models optimise revenue and adapt to market changes by responding to demand and supply changes. Businesses adjust prices to indicate scarcity or abundance during high demand or supply chain disruptions to influence consumer behaviour and maintain market position.
Competition and Driving Prices Lower
In a competitive market, demand and supply affect pricing. To attract clients, businesses use supply and demand to compete on price. Prices can be lowered to gain market share, especially when demand is price-sensitive (Cowell, 2018). Understanding demand and supply forces allows firms to position themselves to offer competitive prices while preserving profitability strategically.
Expansion of Business Productivity
Demand and supply drive corporate productivity beyond pricing and competition. Amazon's online platform management illustrates this. Amazon optimises its supply chain and distribution networks by tracking consumer demand (Pindyck, 2018). Data-driven insights help the e-commerce giant predict demand and ensure product availability. This strategy improves consumer satisfaction and boosts Amazon's development, showing how aligning demand and supply dynamics increases productivity.
Marketing Strategy and Business Concept Promotion
Marketing techniques depend on demand and supply. Understanding consumer demand helps organisations tailor marketing. Promote products or services that match market trends or meet unmet requirements to capitalise on demand. Marketing initiatives also affect consumer perception, increasing product demand (Aigner-Walder, 2015). Marketing can be carefully integrated with supply capacities to ensure that promotional activities don't outstrip the business's ability to meet rising demand, achieving a balance between marketing and operational capacity.
Balanced Inventory Management
 Demand and supply help balance inventory management strategy. Just-in-time (JIT) inventory management illustrates how organisations match demand with supply (OECD, 2015). Production schedules and consumer demand must be precisely coordinated for JIT. Businesses can increase supply chain efficiency by eliminating excess inventory and manufacturing or acquiring products when needed. This method decreases extra inventory holding costs and improves demand responsiveness. JIT inventory management, based on demand and supply, streamlines inventory control, enabling organisations to function efficiently and cheaply.
Finance Attraction through Investments - Initial Public Offering (IPO)
IPOs are a deliberate response to the market's investment needs. An IPO addresses ownership share demand and attracts finance. It meets the market need for investment opportunities and shares, synchronising financial supply and demand. Capital increases as companies go public, strengthening their finances and satisfying the market's appetite for various investments. IPOs align organisations to navigate capital markets and fulfil investor objectives, achieving a critical balance between financial supply and market demand.
Greater Worker Retention and Satisfaction through High Salaries
The interaction for competent people reflects the demand-supply balance in human resources. Offering competitive compensation deliberately meets the demand for well-paid jobs. Businesses must meet the demand for competitive pay in the delicate balance of skilled worker supply and demand (Acemoglu et al., 2019). This balance is essential for employee motivation and satisfaction. Competitive pay attracts top talent and increases retention, meeting the demand for talented workers in a competitive labour market. The company's mix of competent labour and competitive pay makes it an employer of choice, fostering loyalty and employee happiness.
Risk Management to Maintain Demand-Supply Balance
Risk management is essential to corporate strategy and functions within the delicate demand-supply balance. Stakeholders always want stability, reliability, and continuity. Risk management meets operational stability needs on the supply side. Businesses must be skilled at identifying risks and taking preventive steps to meet the requirement for resilience and stability in risk management (Andreyeva et al., 2010). This proactive strategy guarantees comprehensive risk mitigation techniques meet the changing business landscape's requirements. Risk management equilibrium must be monitored, reassessed, and adapted to meet the changing needs of a dynamic business environment.
Shortage and Supply Management for Market Demand Shifting:
Strategic shortage management and supply strategy alignment are needed to meet market demand. It addresses market demand-supply dynamics proactively. Effectively managing shortages and supply chains helps organisations adapt to market changes. Strategic flexibility prevents disruptions and capitalises on opportunities, creating a dynamic demand-supply balance (Kreps, 2019). Supply and shortage management is a strategic way to match the organisation with market trends. Firms can satisfy market needs by monitoring consumer preferences, using data analytics, and optimising supply chain operations. This proactive demand-supply coordination is key to market relevance and competitiveness. This deliberate balance between shortage and supply keeps businesses sensitive to consumer demands and competitive in the ever-changing market.
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Demand elasticity measures how demand for a product changes in response to market variables such as price and income. Elasticity is often expressed as a percentage change in quantity demanded divided by the percentage change in the relevant variable. It measures how much the quantity demanded changes in response to a percentage change in these variables. "Inelastic" refers to the static quantity of an item or service while its price fluctuates. Consumers' buying patterns remain unchanged when prices rise or fall, indicating inelastic demand. Inelastic demand implies that consumers' buying habits stay consistent even with price fluctuations (Rauch and Schleicher, 2015). "Inelastic" describes a situation where the quantity of a good or service remains relatively constant when its price changes. The elasticity of demand, a measure of responsiveness, is vital for businesses to understand how changes in market variables impact the quantity demanded (Arnold, 2019). In contrast, the Inelasticity of Demand signifies a situation where demand remains relatively constant despite fluctuations in price. 
	Aspect
	Elasticity of Demand
	Inelasticity of Demand

	Definitions 
	Measure of responsiveness of quantity demanded to changes in market variables (e.g., price, income). (Rauch, and Schleicher, 2015)
	Situation where the quantity of a good or service remains relatively constant when its price changes (Foot and Gomez, 2006)

	Common Examples
	Luxury items, certain food and beverages.
	Utilities, prescription drugs, and tobacco products.

	Characteristics
	Prices significantly impact demand; elastic goods experience substantial changes with price fluctuations.
	Prices have a minimal impact on demand; inelastic goods provide stability during price changes.

	Protection During Market Fluctuations
	More vulnerable to market shifts; demand responds to economic changes (Baker,  2003).
	Provides stability during market fluctuations; demand remains consistent.

	Entry Barriers
	Lower entry barriers, allowing for more competition.
	Higher entry barriers due to limited substitutes.

	Advantages
	· Setting an optimum price based on demand sensitivity. 
· Lower taxes by understanding elasticity for taxation purposes (OECD, 2015).
	Boosting revenue by increasing prices, especially when demand remains constant.

	Disadvantages
	· Continuous monitoring of competitors' strategies due to market sensitivity. 
· Temporal limitations; elasticity insights are time-sensitive.
	Limited pricing flexibility due to steady demand.
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Increased Demand with Unchanged Supply
When demand increases while the supply remains constant, prices and quantities rise. Buyers are prepared to pay more for a product as demand grows, creating a profitable opportunity for suppliers (Besanko and Braeutigam, 2020). Businesses increase supply to meet rising demand. Increased customer desire and price acceptance benefit sellers, encouraging them to satisfy market demands by increasing their supply. Businesses can capitalise on demand-supply dynamics to maximise income and meet market needs in this dynamic environment.
Decreased Demand with Unchanged Supply
Decreased demand when supply remains unchanged leads to lower prices and lower quantities. Market dynamics lower prices and quantities when demand falls, but supply stays steady. Sellers lower prices to attract buyers with low demand (Andreyeva et al., 2010). Suppliers cut production to match demand due to lower profit possibilities. Market equilibrium is maintained by matching supply and customer preferences and balancing economic factors. Lower prices tell suppliers to cut back, preventing surpluses and encouraging a responsive, adaptive economic system where prices are a dynamic communication mechanism between customers and sellers.
Increased supply when demand remains unchanged
A supply increase with unchanged demand lowers prices and increases quantity. When supply surpasses demand, more vendors provide a variety of goods and services. Selling prices must drop to attract customers from competitors in a competitive market (Bagwell, 2005). Oversupply drives market dynamics, forcing vendors to compete on price. The outcome is lower prices and more options for consumers, demonstrating how supply, demand, and pricing affect market dynamics.
Decreased supply when demand remains unchanged
Supply reduction and unchanged demand cause higher prices and fewer quantities. When goods are scarce, people are willing to pay more for them. Scarcity-driven pricing illustrates a fundamental economic principle where supply-demand imbalances affect pricing. Higher prices signal suppliers to evaluate and alter output (Ellickson, 2013). These tight supply limits and unchanging demand demonstrate the importance of pricing systems in balancing and harmonising economic forces in a market.
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