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[bookmark: _Toc172898344]Q1(a). Discussion of the fundamental economic problems
The above case study, has estimated some fundamental economic problems such as scarcity due to unlimited resources to meet expectations and basic needs, opportunity cost is high, resource allocation, supply and demand imbalance, market failure, economic growth and development, public goods, inequality and distribution. However, after the COVID-19 pandemic situation, the rules of conducting business have been changed with both positive and negative impacts (Institute for Government, 2021). The UK has changed their physical work infrastructure to remote work to adapt to digital technology and conduct work activities without any disruption. Increase the ecommerce industry’s demand, including new trading relationships with the EU, industry divergence and many more (Aigner-Walder, 2015). At the initial moment, the UK faced difficulties managing its business operations due to new infrastructure, a shortage of labour and a crisis. Therefore, the shortage of demand has risen due to the increase in supply-demand (Baker, 2003). On the other hand, the shortage of supply has increased due to a lack of drivers as many drivers left the UK creating this remarkable shortage and severely disrupting deliveries to a minority of petrol stations. Brexit and Covid both are equally responsible for this crisis situation and it breaks the UK economy. These remarkable shortages also impacted fuel supply issues as well as affected the international supply chain. Therefore, it creates delays in the delivery of raw materials and goods, intermediate products and finished goods. On the other hand, inflationary pressure has led to imminent price change which directly impacts the global economy as well as the country's economic infrastructure.
Brexit is another difficult phase for the UK people as declines in business investment, influenced the trade patterns, and decreased customer spending. Based on the UK’s Office for National Statistics (ONS), has estimated that customers are sincere about their spending and their spending is reduced by 1.1% in the quarter of 2016 (Ons.gov.uk. 2022). The Bank of England estimated a 10.4% decline in the context of business outlying in the year of Brexit (Bankofengland.co.uk, 2022). On the flip side, based on the Chartered Institute of Procurement and Supply (CIPS), 63% of UK businesses suffer from supply chain disruption due to Brexit events. 22% of businesses stockpiled the goods in the context of Brexit, leading to enhanced cost of inventory management. In this regard, business organisations are scarce to buy the resources as there is a shortage of fuel supply, and price changes for fuel. Hence, “high borrowing of funds to meet the surging high cost of living includes economic downturn, financial emergencies, increased expenses, and a high inflation rate. After the pandemic situation, some business sectors suffered from redundancies due to the end of the furlough scheme. This scheme enables the incomes of millions of people across the UK and it is supporting nearly 11.6 million jobs (Bbc.com, 2022). This scheme will end in September 2021 after conducting 18 months of operational activities. COVID-19 influenced the redundancy rate in the UK and it is faster than 2008-2009’s economic downturn. Moreover, it has been estimated that the effects of high living costs on business and individuals as well as, leading to bankruptcies and inability to pay debts. During and after the financial crisis may lead people to manage their living cost as well as finances and debt obligations. Consumer behaviour has changed and there is a shift in consumer appetite to service goods due to hygiene transparency, back to basic value, flight to online and increment of e-grocery shopping.
[bookmark: _Toc172898345]Q1(b). Various ways of solving economic problems
Government interventions by implementing strict rules and regulations, governmental agency, financial support, communications, taxes and business engagement. The government must reassess the trade policies and regulations and enable barrier controls to ensure effective international trade and investment (Bagwell, 2005). Monetary policies, Fiscal policy, investment in healthcare, support for small-sized businesses, trade felicitation can decrease interest rates and streamline spending and borrowing and also boost international trade. Some specific covid 19 rules have been implemented such as remote working, social distancing, sanitization, mask mandate, health screening, safety measures with proper protocols during communication, training, local support, and digital transformation (Bagwell, 2005). In this context, the government should invest in infrastructure development, social protection and healthcare activities to reduce inequality and racism.
Every organisation must focus on developing a shortage management team which helps them during their crisis situation and is able to handle the financial losses. The UK should encourage the contingency development plan and risk assessment strategy to handle the crisis situation tactfully (Baker, 2003). Therefore, to prevent labour shortages and resources, the public and private sectors both focus on diversifying supply chains which influence relationships with local suppliers and improve local economic growth by investing in local manufacturing abilities. Moreover, contingency planning, risk management strategy, employee support and digital infrastructure can improve organisational productivity and resilience as well as. Local supports boost the supply chain activity and manage the business consequences which leads the business towards effectiveness.
Henry Fayol’s management theory is the best practice which can improve the communication and collaboration among the team members which can improve suppliers’ collaboration networks (Gunasekara, 2023). Ensuring an effective relationship with the stakeholders such as suppliers to reduce the high price including fuel cost and raw materials. Stakeholder engagement is the most effective way to manage different kinds of operational activities in an organisation and enables informed decision-making. However, as stated by Khalatur et al. (2022), an organisation must be influenced by their industry partnership, share effective practices, and build a transparent communication network to identify supply chain disruptions. Fostering collaborations and communication influenced the business value and it would create transparency among the partners.
Now advanced technology has taken place and it is influencing people towards innovation management. In this context, by using advanced technology, organisations can easily create alternative paths to decrease waste. Companies should leverage technologies including artificial intelligence, blockchain, IoT, and big data analytics tools to manage future opportunities by enhancing supply chain and demand visibility, resiliency and efficiency. Digital infrastructure and advanced technology appreciate sustainable practices which encourage creating customer awareness campaigns to decrease unusual demand (Winkler and Wamu, 2023). By using data analytics tools companies can easily forecast people’s demand, optimise inventory levels and develop manufacturing progress.
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Figure 1: Lockdown and growth forecast errors
(Source: Imf.org, 2022)
Enabling and developing its own supply chain networks by fostering organisational collaboration which would support a firm in managing the crisis situation in an effective manner. Companies must ensure development programs such as workshops, and yearly training to improve employees’ skills and attract new talent to the transportation and logistics industry. Hence, UK organisations must support the SMEs and ensure local partnering with them to create their own supply chain network (Ellickson, 2013). It has been estimated that workers' training and development programs produce a high return of $1.50 in enhancing performance levels (Ilo.org, 2022). However international cooperation includes the G20 plan in 2020 to deploy $5 trillion after the Covid-19 pandemic situation for developing economies and emerging markets (Imf.org, 2022). Most of organisation now focuses on developing their own production practices to improve future opportunities and be able to manage the future situation  [Refer to Appendix 1].  
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The perspectives of demand and supply chain are highly relevant to the identified case study. The case study mainly explores the impact of covid 19 on the demand and supply chain in the UK and how it creates labour shortages and creates scarcity. The case study explores shortage and scarcity that led to a lack of raw materials, labour, and intermediate products. Brexit events and Covid 19 pandemic situation broke down the UK economy which has badly impacted on the people. In this situation, people's demands have changed which negatively affects the business organisation as well. Hence, in this crisis situation people were focused on their security and safety rather than luxury. The case study also optimises disruption and pressures on international supply chains, which is required to understand the demand and supply chain interactions (Institute for Government, 2021). Moreover, the shortage of fuel and high demand led to cost changes which is a basic supply chain and demand. Consumer attitudes have changed as it is shifted from services to goods which is another pressure on supply chain management. During this situation, pricing strategy to decrease and manage the pressure of demand and supply which helps to prevent an economic downturn.
UK firms are mainly dependent on importing and exporting goods and services and it is another sign for supply and demand which is briefly illustrated in the case study. Competition and driving the cost to be low and decreased the price which is optimised during the pandemic (Institute for Government, 2021). The other countries are focusing on developing their infrastructure while the UK suffers from a supply chain crisis due to a lack of advanced techniques and local support. Global interconnectedness is another reason behind supply chain demands and it is directly impacted on the importing and exporting setting.
Supply chain resiliency can support an organisation to expand its business and also improve its organisational productivity by ensuring global reach. As an example, Amazon's online platform management experienced significant growth after the pandemic situation due to an increase of online shopping, omnichannel retailing, digital transformation, and growth in ecommerce (Osadiya, 2023). Amazon is highly focused on their technical development which helps them to improve their sales surpassing $4.2 trillion globally in 2020 and it reach 5.8 trillion U.S. dollars in 2023 (Statista.com, 2022). It has been estimated that Amazon’s sales will increase by 30.6% in 2020 compared to the previous year. As stated by Kassab, (2023), an effective marketing strategy such as the 4ps marketing strategy promotes business operations and it would be improving organisational productivity.  It also helps the organisation to enable balanced inventory management which is necessary to manage people’s demand and supply the goods and services at the right time. In this context, big data analytics is the most useful technology which would improve organisational future opportunities by reviewing customer demand and making informed decisions based on that.
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Figure 2: “Retail e-commerce sales worldwide from 2014 to 2027”
(Source: Statista.com, 2022)
A just-in-time system is a production and inventory control strategy which is mainly used to maintain inventory levels by reducing costs and meeting customer demand. It can improve cash flow, reduce waste and greater flexibility in supply chain management relationships (Institute for Government, 2021). Finance attraction through investment such as “initial public offering (IPO)”, to fund high capital investment by making an investment spree which also influences supply chain demands.
By implementing JIT, Supply chain demands enable massive employee retention and enable satisfaction by providing rewards and high salaries payment to the employees. On the flip side, management of risk has enabled supply chain activity to maintain the demand and supply equilibrium (Pisch, 2020). Management of shortages and supply helps to shift market demand and it supports people to focus on their inventory levels. JIT has different kinds of risks such as supply chain vulnerability, higher transportation costs, and limited flexibility in supply and demand.
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Elasticity of demand: Elasticity of demand is considered as the measurement to address the change in quantity demanded of a product in response to changes in its price, income and any other influential factors (Díaz and Medlock, 2021). It is the most important attribute which is crucial in economics and business as it can be used by the company to make policies to predict changes in price and its impact on other market factors.
Inelasticity of demand: It is mainly referring to the situational context where the quantity demanded of a product or service and it do not change respectively in response to changes in its price or other attributes. In this context, this demand does not affect the consumer's buying habits, as example if the price goes down then the customer’s buying behaviour remains the same.
Differences between elasticity and inelasticity of demand
	Basic
	Elasticity of demand
	Inelasticity of demand

	Price flexibility
	Elasticity has been changed while any economic factors change such as price or income.
	In this context, the demand has remained unchanged even if the price of the product changes, it can be high or low.

	Protection during market fluctuations
	This kind of goods includes luxury products, certain foods and beverages as changes in their cost based on the market demand (Andreyeva et al. 2010).
	In this context, inelastic goods may refer to tobacco, medicines, or prescribed drugs. This product demand remains unchanged and it does not depend on the market reliability (Andreyeva et al. 2010).

	Entry barriers
	It requires proper research to introduce the product in the market because customer demand has changed over time and it creates competition.
	High capital requirements, patents and intellectual property, brand loyalty and trade barriers are the major challenges for inelastic goods.


Table 1: Differences between elasticity and inelasticity of demand
(Source: Self-developed)
In the context of price changes in the cost of fuel considered as the inelasticity of demand as the price of fuel does impact the quantity of demand (Andreyeva et al. 2010). Travelling, heating homes, powering vehicles, and fuel is mandatory for people in their daily lives. In this regard, they continue buying the fuel even though the price is increasing [Refer to Appendix 2].
Advantages and disadvantages of each demand
The elasticity of demand:
Advantage
It has lower taxes, at an optimum price which enhances product sales
Disadvantages
High level of competition for overtime due to demand changing as well as pricing   
Inelasticity of demand
Advantage
In this context, revenue can be integrated by developing the price
Disadvantages
Tariffs and trade barriers and do not consider the demand  
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In this aspect, the three basic laws of supply and demand are such as law of supply, the law of demand and equilibrium. Therefore, the government must be focused on four basic things while applying the law of supply and demand such as increase of demand, decrease of demand, increased supply, and decreased supply. As stated by Rauch and Schleicher, (2015), increased demand when supply is unchanged which supports higher cost in massive quantities. In this context, consumers are accepting the product where the price is high and it may be profitable for the seller to increase the supply and generate a high annual revenue. On the other hand, a decrease in demand when the supply is unchanged tends to lower quantities at lower prices (Fleximize.com, 2022). If the consumer demand is not high in specific areas, then sellers are reducing their product price and selling the item at a low cost to encourage the customers. Therefore, a high supply rate or increased supply leads to lower product prices at higher quantities. While the supply is high in a particular location, sellers are dropping their product prices to attract their customers over the competition (Haanwinckel, 2023). However, when supply is decreased then it leads to higher prices at lower quantities. In this sense, the shortage of products compared to the demand, and willingness to pay by the consumers to secure what is available in the market. Equilibrium is another balanced context where quality supplied equals quantity demanded and is considered a balanced market.
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(Source: https://www.imf.org/external/np/g20/pdf/2020/071620a.pdf)
[bookmark: _Toc172898352]Appendix 2: Elastic vs. Inelastic Demand:

[image: ]
(Source: https://www.indeed.com/career-advice/career-development/difference-between-inelastic-and-elastic)
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