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[bookmark: _Toc151721558]INTRODUCTION 
Managerial economics refers to the use of economic theories to make decisions regarding allocation of resources (Samuelson, Marks, and Zagorsky, 2021). The report will discuss about the economic problems identified in the case study and suggest the ways by which it can be resolved. It will describe why demand and supply relevant and the difference between elasticity and inelasticity of demand. The report will even discuss the laws of supply and demand. 
[bookmark: _Toc151721559]TASK 1(A)
[bookmark: _Toc151721560]Economic problems identified
Economic problems can be referred specifically as the fundamental problems that are faced by the society in relation to the economic factors such as inflation, global issues like diseases, wars, pandemics, economic depression, etc.
With the effect of the BREXIT and the occurrence of the Covid-19 pandemic, heavy impacts were seen in the UK regions. Covid-19 pandemic and the lockdowns alarmed the populations of UK and got them in an emergency pressure situation. As a result of the uncertainties regarding the future in the markets, people started to aggressively hoard the goods. This created a high demand of the goods, fuel as well as services in the UK markets. As the governments had implemented various set of guidelines due to the pandemic, there were various restrictions put on the trade practices due to which trade of goods and services was difficult to sustain.
Additionally, BREXIT affected the overall UK economy as the demand supply patterns of earlier were not feasible and required subsequent changes (Tetlow and Pope, 2020). The supply chain of UK was disrupted by the BREXIT that affected on the demand and supply of goods and services. As a result of people hoarding the goods due to prevailing uncertainties due to Covid-19, the food and fuel shortages started to happen in UK.
The case study also described that due to the lockdown long with the implications of BREXIT policies, the labour supply got dispersed. This resulted in a stark shortage in the labour supply all around the UK regions. The labour shortage had its own negative implications on the production units of organizations leading to an inefficiency in the overall production processes. Due to this, the organizations were unable to meet the production demands of the customers as there were scarcities of labour in the organizations resulting in the inability to meet the rising demands of goods and services in the economy. The demand of goods, services and fuel rose in the UK markets that misbalanced the demand supply relations. This is because the demand rose heavily but the supply was not able to meet the rising demands of customers.
Reasons behind the shortage of supply can be various based upon various factors. One of the major reason was the disruption of the supply chain due to the restrictions imposed in the markets. The inability of the supplying units in the UK sudden rise in demand pressurised the supply chain to also increase the supplies of goods and services (Mircheva, 2020). Additionally, there was also a shortage of the professional drivers in the markets. This affected in the supply of goods to the desired locations. In an effort of satisfying the rising demands of the customers, UK organizations started to extend its supply chain to the outside regions. This was specifically due to the Covid-19 pandemic. Companies started to rely greatly on the importing of raw materials from outside as there were shortages of raw material supply in the UK. Additionally, the companies also started to export the finished goods for sustaining in the markets and earning profits.
Another economic problem that was faced by the companies in UK as seen in the case study is regarding the fuel supply to the population. There was in extensive demand of fuel in the markets (Lapsley, 2023). But due to the inefficiency of the supply chains in the provision of fuel to the petrol stations, they were unable to supply the fuel. Panic buying of the scare resources including fuel started to occur in the population as a result which made it even more difficult to supply the goods and services to the needy. Price inflation was also an economic problem highlighted in the case study. Due to the differences in the demand and supply, prices of goods and services hiked.
[bookmark: _Toc151721561]TASK 1 (B) 
[bookmark: _Toc151721562]Ways in which economic problems can be resolved 
The case study depicted the shortages in the supply of goods and services in the UK economy due to the effect of BREXIT and Covid-19. This is an undesirable situation in the economies due to which there is a requirement of an effort to reduce these shortages. A shortage management strategy should be focused upon in order to reduce the shortages in the markets (Okeagu, 2021). Price raising, pulling out scare resources from market, raising supplies, etc. are various strategies that can help in tanking the situation. This will help in reducing the misbalances in the demand and supply factors of the economy.
Another recommendation for tackling the economic problems highlighted in the case study, supplier relations should be improved and enhanced. An effective network of the suppliers should be built so that in alarming and emergency situations, the demands of the consumers can be fulfilled with the effective collaboration with the suppliers worldwide. This requires building an efficient supply chain with quality suppliers who are reliable enough for challenging situations. Additionally, waste management techniques and strategies can also be helpful in reducing the negative impacts of the society and the environment due to the industry operations.
The pandemic has affected the ways in which business is carried out, various economic problems were found in the UK; Covid19 rules of doing business which has affected the whole supply and demand channel. The panic buying of people due to pandemic has increased the demand of goods etc. The challenges can be solved by government intervention; the government can interfere in the situation and put high taxes on certain goods and services and by this the demand of goods can be decreased which will reduce the pressure on supply chain. The government can even make communications with the people regarding the responsible buying behavior and the critical buying which will reduce the pressure on the supply chain (Hosseini-Motlagh, Jazinaninejad, and Nami, 2022). The supply of goods and services can be increased to reduce the pressure on supply chain, the government can provide financial support to the new firms so that they can grow and should make regulations to reduce the interest rates so that new business can open and this can increase the supply of commodities.  The government can tackle the issues by relaxing the Covid19 rules, like the export restrictions to increase the supply of goods in the economy; the government can import fuel to reduce the fuel problem which is disrupting supply. The stakeholders of supply chain are the supplier of goods, the government which is purchasing the goods. The stakeholders should be informed regarding the new policies or the less supply so that the situation can be managed. Moreover, the issue of panic buying of customers can be tackled by informing them that the goods will be available and they need not to buy in the panic and the supply of substitute products should be increased to reduce the pressure on supply of important commodities. 
[bookmark: _Toc151721563]TASK 2 (A)
[bookmark: _Toc151721564]Relevance of demand and supply in the case study 
Demand refers to the amount of goods that consumers are ready to buy at available prices and available market conditions (Santana, 2023). Supply refers to the goods available with the producers and they are willing to sell at the time. Demand and supply is relevant in the case study as the increased demand has disrupted the supply chain and has put pressure on the supply. Pricing strategy is relevant to the demand, the reduce the pressure of demand like the situation in this case study price skimming pricing strategy can be used in this prices are set high initially which reduces the demand and this automatically reduce the supply pressure.
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Figure 1; price skimming
Source; Feedough( 2023)

 The competition of the firms can be increased so that they can produce more too compete with each other and this can increase the supply in the market and the pressure of supply chains can be reduced (Gupta, Ivanov, and Choi, 2021). Business productivity refers to the maximization of automation and empowering employees and developing employees in the economy to maximize their productivity and enhanced productivity will lead to more supply of goods by the firms which can reduce the supply pressure of the economy. The marketing strategy of organizations even impact the demand and supply of commodities, organization that use good marketing strategy increase the demand of their goods and to meet that they should supply enough commodities to meet requirements of the people. The marketing of substitute goods can decrease the demand pressure of particular commodity. The inventory management strategy is the strategy to manage the inventory of commodities according to the demand. ERP software should be used to manage the inventory so that the demand forecast can be done in advance and the inventory can be managed accordingly, the inventory management forecast the demand of goods and by this the supply of goods can be managed. The supply in the economy can be increased by opening new firms and by growing the existing firms. 


[image: A diagram of a supply line
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Figure 2; increased supply due to new firms
Source; (Freeconhelp.com 2023)
The firms can issue IPO to take huge investment to grow the business, the growth of business will result in more supply of goods which will decrease the supply pressure. The drivers are quitting their jobs due to low salaries and job uncertainties which are putting pressure on the supply chain as the supply of goods have decreased due to fewer drivers. The satisfaction and retention of employees in the supply chain should be increased by providing good salaries and job securities.  This satisfaction of job will reduce the pressure on supply chain as the supply will increase. To maintain the equilibrium of supply and demand the risk of the business should be managed effectively by the producers, different risk of the business includes operational, financial risk etc. The business risks disrupt the supply of goods and hence it should be managed effectively to avoid any disrupt of demand. The government should also make such policies to avoid any potential risk which can disrupt demand and which can disturb the demand and supply equilibrium. The shortage of supply should be managed effectively by replacing it with other means so that the supply pressure does not rise exponentially. The substitute goods should also be supplied properly to fulfill the demand and to decrease the supply pressure.  
[bookmark: _Toc151721565]TASK 2 (B)
[bookmark: _Toc151721566] Elasticity and inelasticity of demand
Elasticity of demand can be understood as the concept which describes a shift in the demand of the products with reference to any change in any variable related to it (Chen, et.al, 2023). There are various variables which are related to and affect the level of change in the demand. The elasticity of demand is of majorly four types namely Price elasticity of demand, cross elasticity of demand, Income elasticity of demand and advertising elasticity of demand.  The concept of price elasticity of demand is used with the law of demand and supply of the product when the prices change. Whereas, the situation of changes in the demand is constant, i.e., the demand does not change with changes in any other factor regardless of any kind of economic change, this is termed as the inelasticity of demand.
An elastic good can be considered as the one where the changes in the price lead to a significant shift in the demand of that product and the substitutes are easily available for an item. The inelastic goods are generally the necessary goods where there is no availability of the substitutes. This is because, without any substitute, the consumers cannot shift their consumption and hence at any price, higher or lower, will continue to consume the required products.
The demand of the fuel is considered to be price inelastic. It is seen that when the prices of the fuel rise up, the consumers tend to decrease the consumption of the fuel by switching to the fuel-efficient means but the substitutes are very less. Similarly, when the prices of the fuel decrease, the consumption is increased. A slight change in price can increase or decrease the demand of the product, the supply remaining the constant. The demand of the fuel tends to be more price inelastic. The price elasticity measures the changes in the consumption of the product in relation to the changes in the price of the product. The price elasticity of fuel is considered as very low or inelastic (Mikayilov, et.al, 2020). This means that when the fuel prices are increased or decreased, there will be very less impact on the demand as the consumption pattern of the consumer will not be much affected and hence there will be a little change or no change in the demand of the fuel when there is an increase in the prices. The changes in the prices of the fuel tend to yield an insignificant change in the demand.
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Figure 3. Elastic demand curve
(Source: WallStreetMojo, 2023)
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Figure 4. Inelastic Demand Curve
(Source: WallStreetMojo, 2023)
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Figure 5. Unitary Elasticity Curve
(Source: WallStreetMojo, 2023)

[bookmark: _Toc151721567]TASK 2 (C)
[bookmark: _Toc151721568]Laws of demand and supply
The law of supply: this law states that as the prices of the products increase, the manufacturers or the suppliers of the related goods and services will increase the supply of the same (Tiedemann, F., 2020). This means that the supply is in the positive relation with the prices of the products.
The law of demand: the demand of a product is inversely related to its price. This suggests that when there is a rise in the prices, the demand for that product will decrease causing the consumers to shift their preferences to the cheaper available substitutes.
[image: A diagram of supply and demand

Description automatically generated]
Figure 6. Law of Demand and supply
(Source: Efficy, 2023)
The point where the demand of a particular product is exactly equal to the supply of that product, it is known as the equilibrium price (Orrell, D., 2020). The prices are just apt for the consumers and the demand is equal to the supply. There are four basic laws of demand and supply with relation to the prices of the products:
Prices reduce when the supply increases and the demand remains constant: when there is a situation of higher supply but the demand does not increase, then due to higher supply, the prices can decrease.
Prices reduce when the demand decreases and the supply remains constant: another similar situation of the fall in the prices. Here the fall in the prices happens because of the decrease in the demand of the particular product. This happens because of the availability of the substitutes and the switching cost for the consumers are negligible and hence, the demand for that product tends to decrease even when the supply remains constant, eventually reducing the prices.
Price rise when the supply decreases and demand remains constant:  this situation arises when the supply of a particular product is short and the demand is constant. To meet the demands, the prices are increased so that the equilibrium can be maintained.
Prices rise when demand increases and supply remains constant: when there is a significant increase in the demand of a particular product, the supply remaining the constant, to maintain the equilibrium level, the prices are increased so that the increased demand with the limited supply can be achieved.
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Figure 7. Equilibrium
(Source: Fundsnetservices, 2023)
[bookmark: _Toc151721569]CONCLUSION
The report was intended to provide an understanding the concepts of management economics. It provided an analysis of the case study. It highlighted the different economic problems that were seen and ways to solve those issues. Further, the differences in elasticity and inelasticity of demands and supply were mentioned in relation to case study and the different laws of demand and supply were detailed. 

[bookmark: _Toc151721570]REFERENCES
Books and Journals 
Chen, et.al, (2023). A network price elasticity of demand model with product substitution. Journal of Revenue and Pricing Management. 22(4). pp.235-247.
Gupta, V., Ivanov, D. and Choi, T.M., (2021). Competitive pricing of substitute products under supply disruption. Omega, 101, p.102279.
Hosseini-Motlagh, S.M., Jazinaninejad, M. and Nami, N., (2022). Coordinating a socially concerned reverse supply chain for pharmaceutical waste management considering government role. Environment, Development and Sustainability, pp.1-26.
Lapsley, J.J., (2023). The Economic Impact of Brexit on Energy Prices in the United Kingdom (Doctoral dissertation, Keiser University).
Mikayilov, et.al, (2020). Gasoline demand Elasticities at the backdrop of lower oil prices: Fuel-subsidizing country case. Energies. 13(24). p.6752.
Mircheva, R.D., (2020). A crisis within the crisis: the impact of COVID-19 and Brexit on supply chains in the pharmaceutical industry. Izvestiya. Journal of Varna University of Economics. 64(3). pp.352-368.
Okeagu, C.N., and. et. al. (2021). Principles of supply chain management in the time of crisis. Best Practice & Research Clinical Anaesthesiology. 35(3). pp.369-376.
Orrell, D., (2020). A quantum model of supply and demand. Physica A: statistical Mechanics and its Applications. 539. p.122928.
Samuelson, W.F., Marks, S.G. and Zagorsky, J.L., (2021). Managerial economics. John Wiley & Sons.
Santana, I.R.and.et.al.,(2023). Need, demand, supply in health care: working definitions, and their implications for defining access. Health Economics, Policy and Law, 18(1), pp.1-13.
Tetlow, G. and Pope, T., (2020). Brexit and coronavirus: economic impacts and policy response.
Tiedemann, F., (2020). Demand-driven supply chain operations management strategies–a literature review and conceptual model. Production & Manufacturing Research. 8(1). pp.427-485.

Online 
Efficy, (2023), Law of supply and demand, [online], [accessed through], < https://www.efficy.com/wp-content/uploads/2019/03/law-of-supply-and-demand.jpg > 
Feedough( 2023), Price skimming: definition, strategy and examples [ Online] [ Accessed through] < https://www.feedough.com/price-skimming-definition-examples/>
Freeconhelp.com( 2023), An increase in supply shifts the supply curve down [ Online] [ Accessed through] < https://www.freeeconhelp.com/2012/02/increase-in-supply-shifts-supply-curve.html/>
Fundsnetservices, (2023), supply and demand, [online], [accessed through], < https://fundsnetservices.com/wp-content/uploads/sup-and-dem.png >
WallStreetMojo, (2023), elasticity of demand, [online], [accessed through], < https://www.wallstreetmojo.com/wp-content/uploads/2021/06/Elastic-Demand-Graph.jpg.webp > 




image7.png
I

Equilibrium

Price

Quantity




image1.png
PRICE SELL AT HIGH
PRICE BEFORE
INITIAL REDUCING TO
SKIMMING NEXT PRICE LEVEL
PRICE

SECOND
PRICE

FINAL
PRICE

QUANTITY




image2.png
Increase in Supply





image3.png




image4.png
1

inelastic Demand Curve (Ed <

i
ZEE 18
H
H
i
H
H
i
H
o
&





image5.png
=1

sticity (Ed

Unitary Ela:





image6.png
Law of supply and demand

Price

Quantity




