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Introduction
The energy sector is crucial for any country and this sector has a huge contribution to the UK economy. Since the economy of the United Kingdom is strong, therefore, it needs different energy sources for different activities such as industrial production, transportation, electrical production as well as household use. But it’s seen that the prices of the energy sector in the United Kingdom is increasing for many years. OFGEM (Office of Gas and Electricity Market) data shows that energy source prices have been rising steadily in recent years, with market consolidation likely to blame. The government must intervene, either through Demand Side or Supply Side Management, to restore equilibrium in such a market. The purpose of this study is to provide a thorough evaluation of the UK energy market. Besides, the increasing prices in the energy sector will be analyzed based on different economic theories, for instance, demand and supply, price elasticity, cost analysis, etc. Finally, how these price changes affect the managerial decision among the organizations in the United Kingdom will be described in this essay.

Analysis of the UK Energy Sector
The energy industry in the UK is vulnerable to a few problems in addition to having some prospects for expansion. There will be a number of shifts in both the micro and macro aspects of the economy as this scenario develops (Sloman, and Garratt, 2013). It has been discovered that the costs of energy sectors, for example, electricity and gas have been rising steadily over the course of the last ten years. Additionally, it may be shown from the illustration provided down below:
[image: See the source image]
Figure 1: 10 years Gas and Power Price Index in the UK
Source: (Ryan, 2021)
Although the amount of growth in the price of electricity has been smaller in comparison to the increase in the price of gas, it is abundantly obvious that the costs of both gas, as well as electricity, have been on the rise simultaneously. In addition, the amount of money that consumers in the UK spend on energy is progressively but steadily going up, and this trend has a disproportionately negative impact on low-income communities (Renssen, 2014). It is a major worry on their behalf that they are using less than the amount of money that they are spending, as this implication suggests that they are. This circumstance is one of the most significant challenges faced by the administration, which is working hard to devise an effective plan to deal with the problem. This precarious situation may be traced back to a variety of factors, including rising oil costs, green levies as well as other forms of excessive taxation, and insufficient attention paid to improving energy efficiency.
[image: ]
Figure 2: The "Big 6" In the UK
Source: (Willliam, 2022)
The most significant danger, on the other hand, is posed by the expanding influence of local vendors and distributors. In the United Kingdom's energy industry, there are six major companies that are generally referred to as the Big Six. These companies have a significant influence on the entire market. Scottish Power, British Gas, SWE, E. In the UK, RWE Power, as well as EDF Energy are some of the companies that fall under this category. It has been shown that these six businesses are responsible for controlling 95% of the market share (Samuelson, & Nordhaus, 2015). This implies that customers have very few alternatives available to them when it comes to switching providers. It gives the big six a stable foundation on which to base their pricing decisions, allowing them to do so at the most lucrative level possible from a financial standpoint, but without consideration of the interests of the general public.

Aside from this, when the profit of the major energy businesses was split with regard to production and supply, it was discovered that their reliance on supply was rising in relation to profit generation. This was discovered while the profit of the major energy organizations was being divided. It indicates that the majority of the cost of the price rise will be borne by end users, which is a significant change from the previous situation. In addition, expansion in both industries and households has led to a rise in the demand for energy, which can be seen reflected in the consistently rising amounts that people and companies spend on energy supply. According to the most current research, the lowest income fifth of households spent 11% (an increase of 3% from the level in 2002) of their overall disposable income on energy, while the highest income fifth of households spent 3% (an increase of 2% from the level in 2002) of their total income (Warren, 2014). Between the years 2002 and 2013, there was an overall rise of 43 per cent in the amount that households spent on various types of energy. In addition to that, it is shown in the figure in the following way:
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Figure 3: Price Increase of Energy Sources
Source: (National Grid, 2022)
This demonstrates that low and middle-income people are more negatively impacted by increasing costs compared to those in higher socioeconomic brackets. It is of the utmost importance to find solutions to the problem as early as possible to provide considerable relief to the people who are currently using electricity in the area.

Application of Economic Theories 
Supply And Demand and Energy Prices
Energy supply is the rate at which new energy is introduced to the market, while energy demand is the total amount of energy used within a certain time period. Electricity production in terms of kilowatt hours per day, oil and gas production in terms of barrels and cubic feet per month, and coal production and sales in terms of tons per year are all useful ways to quantify quantities (Allen, Hammond, and McManus, 2008). Fossil fuels and electricity created from primary sources including hydropower, nuclear power, the sun, geothermal heat, and biomass are examples of principal energy, whereas electricity generated using fossil fuels is an example of secondary energy.
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Figure 4: Price Changes
Source: (Dexton, 2022)
Last week, contracts with shorter dates rose the highest. Also climbing were winter prompt costs, especially for 2018's first quarter. Winter gas worries pushed up prices. Coal, oil, and currency market changes pushed prices up. This winter, we anticipate markets to remain volatile due to uncertainties about gas supply and the knock-on impact on power markets. If winter is warm, they may see reduced price windows, but our recommendation is to watch markets constantly as well as consider contracting if prices come down.

Aggregate costs and the price level of the Energy Sector
The energy required to produce an item or provide a service varies greatly from one sector to another. For gasoline refiners, the cost of crude oil is significant, as is the cost of natural gas for power and gas producers. Energy use in the production of other products as well as services may be much lower (Hannon, Foxon, and Gale, 2013). This implies that the relative prices of final products and services are likely to change significantly as a result of price increases, with some prices increasing more than others. Additionally, just as businesses have an opportunity to find energy-efficient alternatives, so do consumers.

Market Structure effect on the Energy sector in the UK
Because of its characteristics, the energy market in the UK is characterized as being in a position of oligopoly, in which six large companies are able to benefit from a high degree of concentration. This concentration is steadily growing as a result of the high degree of entry barriers that have been erected. In other words, these so-called Big Six companies are the ones who set prices since buyers have little authority and switching costs are enormous (Spicer et al., 2012). Because of this, the government has to work toward making the energy industry a more competitive environment so that the advantages of its policies on energy efficiency may be passed on to the customers.

The impact of the energy sector price increase on UK households, businesses, and the overall economy

The energy sector in the United Kingdom has a great impact on the overall economy including households and organizations. If increasing energy costs cause a shift in expected real expenditure by businesses and households, but interest rates remain unchanged from point B, then nominal spending might react differently. Consumer spending might be affected by a spike in energy costs, which in turn could impair demand.
[image: See the source image]
Figure 5: The impact of an adjustment in nominal demand
Source: (Michael, 2022)
As shown, a decline in the real consumption wage is one way in which rising energy costs may reduce the purchasing power of labour income. Households might anticipate a permanent decrease in buying power if the rise in energy costs is assumed to be permanent (Kihyun Park, 2012). A decrease in disposable income is expected as a result of a persistent drop in labour income. Households of varying incomes are analyzed to see how a rise in energy costs might affect them. To estimate indirect consumption, input-output factors are applied to non-energy expenditures in addition to direct expenditures from household budget studies. In the event that price changes do not lead to substitution between items or energy forms, these percentages allow for the calculation of the effect of energy costs on the families. 
Millions of homes have experienced fuel poverty before the 2021 energy price increases. The Government measures fuel poverty using the LILEE indicator (Stucker, 2021). Fuel poverty is defined as a household with an income that is less than 60% of the national median after deducting the expenses of housing and energy usage from the proceeds from selling or renting a property with an energy efficiency rating of band D or lower. To avoid falling into fuel poverty, it's important to optimize energy use, increase family income, and reduce energy costs. Statistics from the Department of Business, Energy, and Industrial Strategy (BEIS) depict that the percentage of fuel-poor families in England decreased from 15% (3.52 million) in 2018 to 13.4% (3.18 million) this year (Lorence et al, 2013).

Fuel is crucial to the success of business organizations in the United Kingdom. As a result, when the cost of fuel rises, it has a significant impact on businesses across the United Kingdom. Some companies may be more vulnerable than others, depending on their sector of operation. Individuals can imagine that large, energy-intensive industries would be hit particularly hard, but even small businesses are feeling the pinch. Heating a small commercial space can be quite costly. Since the cost of fuel has increased dramatically, many product-based businesses and transport companies have seen their profits dwindle and go out the window. Consider that if your suppliers must ship one’s products from one place to another, they will inevitably pass the additional costs onto the companies that ultimately purchase the goods.

Energy authorities and the media, particularly in the European Union as well as the United Kingdom, have taken notice of the recent price spike. The origins of this growth must first be determined before speculating on its effects on the British economy. The rise in cost is due to the obvious causes of more demand and lower supply. The advanced economies have resumed regular lives and activities following the Covid-19 lockdowns, and this has increased demand (Harrison et al., 2021). However, difficulties in the supply systems of certain nations have led to a scarcity of energy. The climate has also proven problematic. As an example, last winter in Europe as well as the United Kingdom was very cold. Because of this, the usage of renewable energy was lower than normal, which only made the situation worse.

Price increase effect on managerial decisions of organizations

Managerial decision-making is an approach to resolving issues and facilitating efficient and productive corporate operations. Both large and small organizations have to make decisions and decision-making is the mental act of picking one alternative among many possibilities by using one's prior knowledge, current circumstances, as well as personal values. The current situation in the UK is increasing price changes in the energy sector. Price change plays a crucial role in making a managerial decision because the second most crucial part of the marketing mix is setting the right price. Despite the fact that market prices fluctuated constantly throughout the years for several reasons in the UK energy sector (Carroll, 2004). There are numerous variables that may affect the final pricing of a product or service, but it is generally accepted that adjustments will be necessary. Any one or more of these price shifts might be the consequence of fluctuating demand or general price increases brought on by inflation. Not always in response to the pricing set by other businesses, though. No of the justification, adjustments in pricing are always a necessary evil. 

Energy sources are expected to be needed as inputs in the manufacture of a wide variety of final products and services. For instance, practically every business organization both small and large make use of electricity, and gas-fired power plants are a crucial part of the energy generation process. The energy intensity of production, or the proportion of total production costs attributable to oil and gas consumption, is a major determinant of how much-rising energy prices will raise the price of a final product or service and ultimately set the managerial decision regarding the selling prices of those products (Verhoest et al., 2010). A firm's selling price for a product or service is often calculated as a premium over the incremental cost of making one more of that product or providing that service. If, throughout the manufacturing process, energy is consumed in a constant proportion to other inputs of production such that no substitution between energy and other inputs is feasible, then, all else being equal, the marginal cost of creating a final output or service will react to an increase in energy costs that the reason for increasing the cost of goods and services provided by the large and small organizations and thus, their managerial decisions also changes based on the price increase in the energy sector in the United Kingdom. 

Conclusion
Stocks that are involved in the generation or distribution of energy are considered part of the energy industry. Organizations engaged in finding new oil and gas deposits, drilling for such reserves, and processing the extracted fuels are all part of the energy industry as a whole. In the UK economy, the influences of energy source prices are significant and these prices are increasing. This essay showed the impact of increasing energy source prices on households, business organizations as well as the whole economy in the United Kingdom. For doing so, different relevant economic theories are explained and the requirements for the UK govt and companies are also shown in this essay. Moreover, according to the increasing price changes situation how organizations are making managerial decisions are also demonstrated in it.
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The wholesale price of gas was around four times higher than at the start
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