	
[image: A close-up of a sign

Description automatically generated]







BA BUSINESS MANAGEMNT
Management Economics
Assessment 1












Lecturer : Riaz Bhatti
Module code: LCBB5008
Student: Maria-Alexandra Chesoiu
Student ID: 2123374

Table of Content
Introduction	3
Q1a. Discuss the Fundamental economic problems	3
Q1b. Various ways of solving the challenges	4
Q2a. Relevance of Demand and Supply	6
Q2b. Difference between elasticity and inelasticity of demand	7
Q2c. The Laws of Supply and Demand	9
Conclusion	10
References	11



[bookmark: _3nq1r541nco5]Introduction 
The purpose of the study is to impart information about the fundamental economic problem which is faced by the UK business in the aftermath of the pandemic scenario. Then in the next part of this study, the information will be reflected about the different ways through which this problem can be resolved. In the next part of the study, the information will be highlighted about the concept of relevant demand and supply along with the difference between elasticity and elasticity. Lastly, this study will also include information about the law of demand and supply.
[bookmark: _apuizjz8br36]Q1a. Discuss the Fundamental economic problems
Listed below is the main fundamental economic problem which is identified in the provided case study. 
Rules of COVID-19 to conduct Business: The new rules being framed by the Government of the UK to conduct business are considered to be an economic problem. The rule of the COVID-19 Corporate Financing Facility (CCFF) proves to be intended for the fundamentally strong company, but it squeezes short-term funding of the business organisation (Simmons-Simmons, 2024).
Shortages of demand: Further the problem related to the pandemic scenario is that it leads to a shortage the demand due to an increase in the demand. Aftermath the recovery of the pandemic scenario led to a shift in demand with the shortage of goods and services (Institute for Government, 2024).
Shortages of supply: The next economic problem related to the impact of COVID-19 is that with the emergence of the scenario of lockdown, the economy faced a shortage of supply due to a shortage of drivers. At this time, there exist only 100,000 HGV drive vaccines which is not sufficient for all the drivers (EP Training, 2024).
The effects of BREXIT on the demand and supply chain facilities: The impact of Brexit brought unpredictable changes towards the way trade for UK traders. Brexit adversely impacted the demand and supply facility along with the measure of lockdown and travel restrictions in the UK (Deloitte, 2024). 
Panic buying of scarce resources: The next identified economic problem in the UK is the factor which creates the scenario of panic buying at the time of Covid-19. The factors which promote the panic buying of the scare resources include emotional, social, behavioural, cognitive, and government action (Motamed-Jahromi et al. 2021). The effect of demographic change also leads to the situation of panic buying social resources in the UK (Aigner-Walder, 2015).
Shortage of fuel supply: The economic problem of shortage of fuel supply during COVID-19 arises due to the shortage of labour of special drivers. There was a shortage of nearly 100,000 qualified truck drivers which disrupted the supply of fuel in the UK (Salfiti, 2021).
Rocketed price changes in the cost of fuel: The War between Russia and Ukraine in 2022 after of the Covid-19 led to another economic problem in the UK which was related to the rocket price change towards the cost of fuel. The household consumption of fuel in the UK could reach £ 3000 which tends to bring changes in food prices as well (Mbah and Wasum, 2022).
High borrowings of funds to meet the surging high cost of living: Another economic problem being faced by the UK is the borrowing of the UK credit card surges to aim the crisis of cost of living. The household with low income in the UK took an expensive form of lending to meet the crisis of rising cost of clothing, food and fuel. The credit card borrowing at that time jumped from £ 1.5 billion to £ 59.5 billion (Inman, 2022).
Bankruptcies due to insufficient funds to meet borrowing: The household of the UK is considered to have the highest debt level in the world. It was found that the average debt of the household in the UK was £ 65,619 in August 2023. Household bankruptcies have quadrupled due to high borrowing to meet the high cost of living in the UK (Kara, 2023).
Shift in consumer appetite from services to goods: During the Covid-19 the economic problem related to the shift in consumer behaviour was noticed from services to goods. At that time the consumer of the UK changed their attitude of consuming more goods than services (Rahmanov et al. 2021).
[bookmark: _fypv3zhceq2o]Q1b. Various ways of solving the challenges.
Listed below are the solutions which proved to be effective in dealing with the above problem.
Government intervention: The support being provided by the government of the UK towards the economic problem through the funding of £ 750 million. The government also implemented employment-related measures to reduce the issue of rising unemployment levels in the UK. The government of the UK also introduced the Winter Economic Plan which helps provide two taxable grants to business organisations (KPMG, 2020). The government also adopted the Self-Employment Income Support Scheme (Rauch and Schleicher, 2015).

Relaxing stringent COVID-19 rules: The solution related to the fundamental problem is that the government of the UK provide relaxation towards some of its rules like allowing people in groups of 6 to gather outdoors. The government of the UK started reopening or unfolding its economic activity in several stages. Britain already injected with vaccine over 30 million people of which 57% were adults. Through this, the government was able to relax its stringent rules of COVID-19 to solve such economic problems (Landler and Castle, 2021).
Development of shortage management team strategy: The next solution related to the aforesaid problem is the development of the shortage management team strategy which helps in upskilling the employees of the business organisation in the UK and also helps them in recruiting the right employees who have the necessary skills to contribute to the growth of the business in future. Through the development of this strategy, the economic problem of shortage of labour and drivers can be met in an efficient way (Minett, 2023).
Create and improve supplier collaboration network: Further, the solution related to the improvement of the supply system is to develop effective supply collaboration with the help of effective supplier management practices which include Electronic Data Interchange (EDI) and Supplier Relationship Management (SRM). This practice helps in increasing the flexibility towards the supply chain along with its expansion. Through the EDI the collaboration network among the suppliers can be improved as it helps in automating the exchange of documents in a single platform (Datainterchange, 2021).
Create alternative ways to reduce waste: To deal with the rising problem of waste during COVID-19 the alternative way can help in the reduction of waste is to start compositing the Bin which helps in dealing with kitchen waste. The solution of donating old clothes and trinkets can be done to reduce the waste generated. Further, buying reusable container products can also help in the generation of waste during covid the UK (Green Journal, 2020). 
Work with suppliers to reduce the price: The business organisation adopted the strategy of working with the supplier to mitigate the economic problem of raising prices. With the help of procurement and an effective supply chain manager, the business organisation can work with its suppliers in an effective way which helps in the reduction of the price of goods. This strategy helps the business organisation understand the end-to-end system which promotes transparency that helps in reducing the price in the UK (Johnsen, 2021).
To keep stakeholders up-to-date: Engaging the stakeholders towards the operation of the business organisation was found to be effective in dealing with the economic problem during COVID-19 in the UK. Keeping the stakeholders up-to-date with the information related to the serious hardship faced by the organisation during COVID helps in getting support and trust in dealing with the problem. It also helped the business organisation in ensuring sufficient resources and the strategic direction towards achieving the targeted goals as well (Hazlegreaves, 2020).
[bookmark: _z4thltqu0ftf]Q2a. Relevance of Demand and Supply
The relevancy of the demand and supply has been listed below. 
To adopt the pricing strategy: The relevance of adopting the pricing strategy by the business organisation during Covid-19 is that it helps in reducing and managing the pressure of demand and supply. It was found that during covid 92% of businesses in the UK were struggling towards managing the market fluctuation (Millington, 2022). With the help of an effective pricing strategy, the business organisation can face the complexities of an unpredictable supply chain which impacts the demand and supply in the market (Bagwell, 2007).
Competition-driven pricing: Another relevance of the demand and supply during COVID-19 in the UK is competition-driven pricing which helps in monitoring and responding towards the change in the demand and supply in the market. The consumer in the UK market gets hope of monitoring the claims related to excessive pricing of the product and establishing price control over high demand (UNCTAD, 2020).
Helps the expansion of business productivity: The covid-19 impacted the operation of business in a heterogeneous way which disrupted the demand and supply in the market. The relevance of the demand and supply is that it helps in the expansion of the organisation productivity. The recovery of demand and supply helps business organisations in adopting policies to enhance their productivity (Criscuolo, 2021). For example, the Amazon Online Platform Management system namely AWS service helps in providing a framework that enables its consumers to procure product-based information and cloud service which helps in enhancing the demand and supply of the business organisation (Amazon, 2024).
Marketing strategy: The aim of the marketing strategy of the business organisation during the pandemic is to create demand and establish brand value along with loyalty. Through the marketing strategy, the supply chain of the business organisation can work actively which helps ensure the smooth movement of goods and services during covid (Sosbey, 2023).
Helps in balancing inventory management strategy: The effective demand and supply in the market help in balancing the inventory management strategy for the business organisation. This leads to ensuring smooth business operations and maximizing customer satisfaction levels. It helps in eliminating the scenario of stockout (Tvsscs, 2023). For example, the Just-in-Time inventory management system helps in reducing waste, increasing flexibility, making improvements in cash flow, and optimising the human resources in the business organisation. This management system helps limit the waiting time and makes the processing of the business organisation efficient (Jenkins, 2023). 
Finance attraction through investments: The relevance of the demand and supply in the UK during COVID-19 is its finance attraction through investment namely Initial Public Offering (IPO) which helps in raising capital by the business organisation. The factors which impacts the IPO includes the size of the business and the condition of the market (Hwang, 2023).
High salary payment: The relevance of the demand and supply ensures high salary payment to employees which leads to greater worker retention and maximises their satisfaction level. This serves as the driving factor that encourages the employee to work effectively for the business organisation. The timely credit of the employee salary also motivates them and provides financial support so that they can contribute towards the growth of the business during COVID-19 in the UK (Miller, 2023).
Management of risks: Further, the relevance of the demand and supply is the management of risk which helps in maintaining the demand and supply equilibrium. The management of risk helps in eliminating the disruption of demand and supply and the business organisation able to control the same effectively. This strategy serves well at the time of the covid in the UK (McMaster et al. 2020).
[bookmark: _bynlu67eehw]Q2b. Difference between elasticity and inelasticity of demand
Define the term elasticity.
The term elasticity refers to the method which helps in measuring the likelihood of one economic factor which affects another. Like, the rise in the price of any commodity lead to affects the demand of the consumer. Elasticity is driven by the principles of demand and supply which state that the higher the commodity demanded the price for such will be more elastic (Carpenter, 2023).
Define the term inelasticity. 
The term inelasticity indicates such situations in which the demand of the consumer related to any product does not change proportionately with the change in the price of such product. The factors which contribute towards making the demand inelastic include substitute products and the income of the consumer (Indeed, 2023).
Elastic vs. inelastic demand with example
Price flexibility: In the elastic demand, the consumer is found to be highly sensitive toward price flexibility and may switch to its alternative. On the other hand, in inelastic demand, the consumer is found to be less sensitive towards price flexibility and may continue purchasing irrespective of price fluctuations (Testbook, 2024).
Protection during market fluctuation: It was also found that elastic demand shows low protection during market fluctuation because the elastic demand states that the company can get a higher market share when offered at a low price. In Inelastic demand, the company can maintain protection during market fluctuation because it can maintain its market share despite price increases (Testbook, 2024).
Entry Barriers
Financial: In the inelastic demand some companies require a huge amount of capital to enter the market. Commercial airlines require a huge amount of investment towards expensive vehicles (Indeed, 2023a).
Legal: Organisations in some industries are required to comply with rules and regulations to meet the needs of health and safety of their employees as well as consumers (Indeed, 2023a). 
Political: Some business organisations need to use political lobbying which affects numerous companies who want to enter the market (Indeed, 2023a).
Examples: Elastic demand may include vacation packages, electronics items and luxury cars. The example of inelastic demand includes medicines, basic food items, and gasoline (Testbook, 2024).
Elasticity of demand
Advantages
The advantage of elastic demand is that it helps in setting the optimum price of the product which leads towards the promotion of selling it in the market (Symes, 2022).
Disadvantages
The disadvantage of elastic demand is that it requires continuous monitoring of the selling strategy of the competitors as the consumer can easily drive towards the substitute product (Symes, 2022). 
Inelasticity of demand
Advantages
The advantage of inelastic demand is that it helps boost the revenue of the business by increasing the price of the product (Hoddereducation, 2022).
Disadvantages
On the other hand, the disadvantage of inelastic demand is that products related to price inelastic can boost the profits of the business considerably (Hoddereducation, 2022).



[bookmark: _3urbh25jlb78]Q2c. The Laws of Supply and Demand 
There exist four basic laws related to demand and supply that every business organisation need to consider which are listed below.
Increased Demand: It states that a higher price leads to higher quantities, but supply needs to remain constant. In this case with the growing appetite related to any product consumers accept the product at a higher price, which creates a profitable opportunity for the seller to increase the supply (Taylor, 2024).
Decreased Demand: It states that a lower price leads to lower quantities, but supply needs to remain constant. In this scenario, the consumer does not show any interest in buying the product at a low price which fails to provide any profitable opportunity to the seller (Taylor, 2024). 
Increased Supply: It states that a lower price leads to higher quantities, but demand needs to remain constant. In case the supply of any product outstrips demand then the goods or service becomes readily available which leads to a drop in the price. In this seller needs to drop the price of its product to attract customers from its competitors (Taylor, 2024).
Decreased Supply: It states that a higher price leads to lower quantities, but demand needs to remain constant. In this case, a shortage of goods rises in comparison to the demand. In this situation, consumers want to buy more at a higher price (Taylor, 2024).

















[bookmark: _wbq11e60zu]Conclusion 


With the completion of the study, the information imparted about the fundamental economic problem being faced by the UK during covid which includes rules of COVID-19 to conduct business, shortages of demand and supply, panic buying of scarce resources and high borrowings of funds to meet the surging high cost of living. Then the solution related to such problem had also been highlighted in this study. Further, the information about the relevance of demand and supply had also been stated which includes competition-driven pricing, marketing strategy, and high salary payment. 
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