[image: A black text on a white background

Description automatically generated]





Essay: Management Economics










BA Business Management
Management Economics (LCBB5008)
Lecturer: Zainab Atta
Student: Marieta Marinova (2217644)

The Economy and Covid-19: Analysing the Disruption of Supply and Demand Dynamics


Introduction 
This essay will explain some of the problems that the economy faced during the pandemic the whole world suffered from the virus known as Covid-19, which affected not only the health of the population but also the businesses and the economy. Many people and organisations faced challenges such as unemployment, new restrictions and regulations. Some companies even have to close temporarily or permanently. Disruptions and delays in the delivery processes, the panic buying among the customers who feared the unknown of for how long this would continue. This panic buying caused many customers to buy essentials at different prices and meet their needs some customers stocked up with so many products that they might not need leaving a lot of people with empty hands and stores with empty shelves because of the high demand and the issues in the logistic sectors to restock on time. Furthermore, will analyse ideas of solutions for those problems, also what is elasticity and demand curve, the inelasticity how they change and move the curve and what causes this shifting. This will be explained with some examples.


During COVID-19 many organisations may not been prepared for such a global pandemic that affected the businesses and the economy. Many people are being relocated to work from home, during the lockdown many people just stopped working which affected many business sectors. According to the Office of National Statistics (2022), COVID-19 has significantly adversely affected business revenue, especially in "high-contact" industries such as retail and wholesale, logistics and transportation, lodging and food services, cultural activities etc. These industries have faced restrictions, closures, and reduced consumer demand, leading to lower earnings. (Chen, 2024), explains what shortages of demand are and why this is happening, for instance during the pandemic all around the world people had to wear masks on their faces to protect themselves and the other people. Furthermore, the use of hand sanitiser. The demand was so big that they quickly reached the available supply. According to Suthivarakom (2020), during COVID-19, there were no hand sanitisers available on the shelves of stores, and some of the recommendations were for people to buy and make their hand sanitisers by using “rubbing alcohol. During that period the price of isopropyl alcohol was increased to very high prices. 

The shortages of staff in the logistics and transportation sectors are due to many factors such as the global pandemic Covid-19, Brexit and the disinterest in the logistics field, making it difficult to find and recruit new skilled drivers. For instance, because of the restrictions during the lockdown, many products could not be delivered on time, leaving many stores with bare shelves. In the same way, there are disruptions and delays in delivery during Brexit because of the new requirements more paperwork has to be done which is time-consuming and causing delays. (Lavri, 2023).
According to Fossdyke (2020), the lockdown significantly affected the demand for fuel during the spring of 2020 the price decreased, because most people worked from home. For many years people haven’t seen such low prices. However, since anything starts going back to normal the prices probably are going to increase again back to normal, maybe a lower price is a strategy to increase the demand among the customers and encourage them to buy fuel. 

However, not all businesses struggled during the pandemic, according to Palmer (2020), Amazon was very successful and earned benefits and found a way to keep selling during the crisis around COVID-19, they might have had disruptions and delays in the delivery process, with very high demand many people during the lockdown purchased food, and face masks, and hand sanitisers and products for their house renovation and essentials. The increased demand moves the curve to the right which means a high quantity of different price ranges.

During the global pandemic, probably many people and organisations were not prepared, however, we all had to adapt to the “new normal”. The essential workers kept going to work on-site but during the lockdown, many people switched to remote working from their homes using digital tools. People use technologies such as Teams and Zoom and use e-mails while working from home to maintain communication, the same applies to students who also had to learn remotely. The doctors also used the technology to provide the patients with online consultations to reduce the virus spread. (Barry and Kane, 2023).
Because of the restrictions on keeping social distancing, many stores pushed their selling by delivering food and essentials to households. The House of Commons Library (2023), states that the UK Government supported the self-employees during that period.  
Because of the restrictions restaurants, cafes and bars had left empty and had to close doors. And because nobody didn’t know how long this would continue the businesses had to find flexible business models and adapt, for a small business such a “temporary close” might cause bankruptcy. A step to keep the restaurants they switched to takeout delivery. However, the businesses had to challenge the lockdown and wait for the government to lighten up some of the restrictions because most people didn’t feel ready and safe to eat in a restaurant.  (Matheson, 2020).

According to Hall (2023), the demand in the economy can be simply defined as how much people want to buy something. For example, if chocolate is on sale at 50p more people would have the demand to buy it, but if the price of the chocolate goes to £3.50 smaller amount of people will buy it. Furthermore, the supply is how much of something a business or people want to sell. In instances where the farmer sells almonds for £7 per kilogram but the price falls to £3, fewer farmers will choose to grow and sell almonds because will not be enough beneficial for them. To summarise what the demand and supply is when more people desire to buy a certain product indicates that the demand is high. If that product has limited quantities available shows that the supply is lower. If the opposite way higher supply is when the product is available for example 100 quantities of something but only a couple of customers buy from it the demand for the product is low. However, the changes in pricing depend on many different factors such as location and regulations, distribution channels, and many other conditions like the weather for example if the weather is bad can affect the production of farms such as destroyed crops instance fewer apples produced for the season because bad weather, but the demand for buying apples is high that will significantly increase the price.
During the pandemic, the demand for certain items was very high, but because of the delays and difficulties in supply channels, there were not enough of these items for the people, because Covid-19 was something unexpected even the government didn’t have answers like how long this crisis will continue many people were scared of the “unknown “ and that they were not prepared which caused this “panic buying” that left many stores with empty shelves. (Lufkin, 2020). Because of the shopping in panic situations like this, the demand for essentials is very high but because there was not enough for everyone to buy so suddenly in big quantities the supply is lower because of the logistic issues. For example with toilet paper everyone wants to buy a lot of it so they will have it for a long period, also there are so different brands of toilet tissue in different price ranges but because of the “panic shopping” people don’t care about the price cost, they have been ready to pay more but be sure they will have enough, so that indicates that the demand curve shifted to right with the very high desire for that product. 
An example of the demand curve moving to the left is due to the lockdown and the restrictions. According to Japutra and Situmorang (2022), businesses such as hotels, airlines and the tourism industry suffered a lot. Doesn’t matter what prices the demand for travelling during that period is really low could be because of the lower income, and the restrictions. The pricing strategies are many different for example when the demand is too high to increase the price, or if the demand is too low to lower the price and this will encourage the customers to buy more, offers, promotions and rewards for loyal customers are also part of the strategies. For example, during the Christmas season, some stores might sell on sales old collections at lower prices which will encourage the customer to buy more and make more profit, also the store will get rid of the unsold items and relocate the resources they have available that will free space in their warehouse. During the holiday seasons, the demand is higher because for example for Christmas people tend to be shopping for presents and gifts. (Punwasee, 2023).

The elasticity demand for example if suddenly the price of fuel increases and the people choose to travel by public transport that means that the people react and their decision is a result of the increased prices, the demand for fuel in this situation is considered as elastic because the demand depends on the increasing prices in an instance.
The advantage of elasticity demand is that when you know if the demand is elastic or not and you are well-informed will be easy to calculate and set the correct process to plan and make strategies to help increase the revenue by understanding the concepts. Furthermore, that will help with making decisions such as when or how to lower or increase the price. On the other way inelastic, the same example with fuel is when the price increases a lot, however, the behaviour of the people is the same as before the price goes up because they have to continue travelling to work for them the fuel is more essential rather the new price. The market constantly changes, and the disadvantage of the elasticity cloud is that the competition creates and sells products that are similar and can substitute the existing product. (Investopedia, 2024).



There are some examples of the demand-supply laws provided in the brief list. When the supply is decreased but the customers still have the desire to buy this product that affects the price which goes up above the essay was an example of bad weather that can affect the producing certain products such as fruit, veggies and others that will lead to lower quantities and high prices that would shift the demand curve to the left side of the graph. On the other way if the weather is really good and more tomatoes are produced for that year the more available fruit will be available to be sold at lower prices the demand is not changing. If the previous year the farmer sold 10k kilograms the year with increased supply will sell 12k kilograms at a lower price but a bigger quantity moving the demand curve to the right. In situations where there is lower demand among customers could be if the product has a lot of substitutes, for example, film photography cameras are older technology rather than digital photography cameras that are much easier to use, have better quality and substitute the older technology with a very few people might buy is and the demand is considered decreased the curve shifts to the left, leading lower equilibrium in the market with lower quantities and cheaper price. An example of increased demand is during the summer when is very hot people would desire more cold drinks such as slush syrup or eating ice creams and iced lollies which opens opportunities for the sellers to sell more ice creams as in the example in higher prices.







Conclusion
In conclusion, business forecasting and having a backup plan could be very helpful. As mentioned above in the essay Covid-19 has happened so suddenly, that nobody was prepared at a hundred per cent. The help of technology was beneficial for some companies to continue their work-from-home or selling and delivering to the households during the lockdown. Some companies that were mostly doing services online used it as an advantage the increase their revenue, unfortunately, most of the small organisations faced a lot of challenges. In my opinion, organisations must have some resources on the side in case of some negative events such as the pandemic, however, we cannot predict for how long term this might continue. Understanding the economy will make it clearer for sellers to know what and when the demand changes how that will affect the price or when is the appropriate time to increase the price. Depending on different factors such as positive or such as the pandemic or good weather indicate that they can affect the demand for certain products, change the price elasticity and make changes in production, and supply and affect the economy in general.
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