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[bookmark: _phykjgbr0q0f]1. Introduction
The economy of supply and demand has currently been witnessed to be disrupted by multiple geo-political, trading issues. Moreover, the goods and service industry is also struggling to comprehend the labour shortage for corporate and transportation operations. The case of the fundamental economic issues being defaced by the UK government and the commercial sector will be discussed. Moreover, the relevance of supply and demand incoherence along with laws of supply and demand will also be discussed. 
[bookmark: _yui0w715ebj]2. Description 
[bookmark: _4j1y9wkqbygn]2.1 Q1a. Fundamental economic problems
COVID-19 rules of doing business: Work from office facilities were restricted during the pandemic. Hence, small shops and businessmen were negatively affected by this pandemic because they were unable to offer remote working facilities to their staff. According to reports, approximately 2.8 million businesses shut down in the UK during the pandemic situation (ONS, 2021).
Shortages of supply: Global trade and transportation were suspended during the pandemic situation. Hence, a shortage of products and other components became prone during this situation. The nationwide shortage of Heavy Goods Vehicle drivers became prone and affected the transportation of goods. During that situation, this country was suffering from a shortage of about 100,000 HGV drivers (REC, 2022).
Impacts of Brexit: Several numbers of guidelines and trade policies were implemented after Brexit. It made the supply and trade more complex as well as expensive for the UK. This situation increased trade barriers and did not assist the UK in maintaining a proper supply as well as a demand chain. The UK was suffering from shortages of about 330,000 workers after Brexit (Aerssen and Spital, 2023). 
Panic buying of scarce resources: During the shortages of supply, commodities were sold at higher prices compared to normal. Thus, people were purchasing products at higher amounts by paying more capital. According to reports, prices of food products increased by 14.5% in September 2022 (Bedford, 2023).
Shortages of fuel supply: Brexit and COVID-19 influenced the supply of fuels negatively across the UK. Additionally, the Ukraine and Russia crisis impacted the fuel supply in the UK. According to reports, the UK was able to import refined oil of about £9.2 million and it was 96.5% less compared to the 12 months to February 2022 (Donnarumma, 2023).
Increment in the prices of fuels: Shortages of fossil fuels increased the demand and also boosted the prices according to the rules of microeconomics. This situation led to the prices of fuels by 6.7% in September 2023 across the UK (Partington, 2023).
A larger amount of borrowings: Shortages of supplies and the high cost of living influenced the people in the UK to borrow a larger number of loans. The total amount of personal borrowings reached £1,811.4 billion in August 2022 (The Money Charity, 2023). This situation increased the financial burdens and liabilities on the citizens. 
The end of the furlough scheme: The furlough scheme was implemented by the UK government to ensure the minimum wages for employees during the pandemic situation. According to this scheme, employees were paid minimum wages despite losing their jobs. The UK government stopped the furlough schemes after the pandemic situation. Hence people fail to meet their daily needs because of not having an income source (Partington, 2023).
Bankruptcies: The high costs of living hindered people from replying to debts and loans to lenders. This situation made the people suffer from bankruptcies and poor financial conditions. According to reports, total cases of bankruptcies were about 22,109 during the accounting year 2022 (Milliken, 2023).
The shift in consumer appetite: Customers returned to purchase products instead of services after the pandemic situation. This condition led several service-based companies to suffer from poor sales and closures. This situation led about 105,000 businesses to close their activities in the UK during the first quarter of 2023 (Swindells, 2023).
[bookmark: _l7b2s0y0wzxu]2.2 Q1b. Various ways of solving the challenges
Government intervention: The above challenges like shortages of supply, high prices of fuels, higher borrowing activities and bankruptcies can be resolved by government interventions. Implementation of proper regulations can be effective for maintaining a balance in the prices of fuels. Additionally, illegal immigrants are another big reason for the development of shortages in supplies. According to reports, about 1.2 million illegal immigrants are living in the UK now (Migration Watch UK, 2023). The UK government can send them to detention camps and restrict the entry of illegal immigrants to reduce the issue of product shortages. The government can also provide small businesses with financial support to protect them from bankruptcies. The UK government may also need to maintain a smooth supply of Brent Oil to keep the prices of fuels in control. The government can also reduce the taxes on companies to provide them with financial stability. This situation can lead businesses to have a good financial condition and protect them from bankruptcies (Swindells, 2023).
Abolishment of a few of the stringent COVID-19 rules: The UK government is required to abolish strict COVID-19 rules to assist businesses in executing organisational activities properly. This strategy will also make trading and global transportation more convenient as well as smooth. Hence, the UK can reduce the issues of commodity shortages easily by importing required materials from other countries (Milliken, 2023).
Development of shortage management strategies: Businesses are required to invest in technological development as a shortage management strategy. Technological development will assist companies to produce more commodities and resolve the shortage issues. A higher amount of production will also be effective in increasing sales. Higher sales will boost the financial conditions of businesses and increase their debt repayment capabilities (Partington, 2023).
Improvements in supplier collaboration networks: Businesses in the UK need to develop good relationships with their suppliers to make the supply chain convenient. Collaborative work will assist the company in getting commodities in credit during the financial downturns. Hence, companies will be able to easily meet the needs of customers and resolve product shortages even in critical financial situations (Aerssen and Spital, 2023). 
Alternative ways of reducing waste: Recycling and composting will be effective alternatives for reducing waste. Recycling can be used to create new products from plastics, aluminium and other recyclable materials. Alternatively, food waste can be used to create compost and that can be used in farming as fertilisers (Swindells, 2023).
Improvement of their supply chain: Businesses are also required to improve their supply chain by increasing investment, developing workforces and improving infrastructure (Partington, 2023). An improved supply chain will assist companies in executing their organisational activities properly. Hence, the companies will be able to reduce the issues of shortages of supply easily by maintaining proper stock. This situation will lead businesses to sell products at the same prices even in the global supply chain crisis (Milliken, 2023).
[bookmark: _1xxgfwu1uecs]2.3 Task 2a. Relevance of Demand and Supply
Shortages in the Demand and Supply Chain: The shortage of demand and supply chain has been created by Brexit and other political conflicts. The Russia-Ukraine war has impacted the energy industry effectively. According to Mankiw and Taylor (2020), around 65% of the energy supply in Europe has been estranged from the Russian region due to the incoherence and protest of the war possession of the country. The growth of the energy supply chain between Russia and the EU had a growth rate of 11.21% CAGR reported in 2021. However, the current incoherence in the industry has impacted the massive global supply chain.
The US-China trade war has also impacted the crude oil supply and commodity prices in more than 83 countries. According to Mankiw and Taylor (2020), the NATO agreement has impacted the entire global political situation significantly. This has also created a massive impact on the supply-demand chain. The renewable energy shifting for the industrial revolution is also impacting the regular energy and fuel supply. The production and assembly processes, previously being outsourced to developing countries, have reduced in the UK with a steep 15.61% reduction rate after Brexit. 
Impact on Prices: The tariff and import-export tax in the UK have changed extensively due to multiple global political conflicts. The Brexit regulation, GDPR and other international trade conflicts have created a massive impact on the prices. The commodity prices of copper and crude oil energy industry manufacturing elements have increased extensively. The COVID-19 situation can be considered one of the major reasons behind the incoherence. Around 65% of the transport, shipment and cargo operation was forced to shut down during the 2020 global pandemic. This has caused a massive impact on the logistics setup which caused a massive shortage of supply.
This caused the internal commercial setup to be resourced inside the country. According to Mankiw and Taylor (2020), the increasing wage and agricultural tax have increased the basic purchase price from the suppliers in the UK. This has reduced the profit margin of the manufacturers and retailers. Therefore, the companies have been forced to increase the selling prices of the products and reduce the production wage. The implementation routine of automation in the manufacturing sector has also increased the maintenance cost and production cost which eventually increased the prices of products. 
Consumer Behaviour Shifts: The social trends and consumer behaviour are changing extensively, especially after the 2020 global pandemic. Consumers have become extremely conscious about the longevity and quality of the product. The hygiene value and value of organic food products have increased. The informed consumer is making more critical decisions on tech and other daily appliance products. Therefore, the description, marketing, and market penetration strategies of the commercial structures have changed massively.
According to Ciccarone (2019), a 2022 study suggests that around 76% of consumers between the age group of 23-44 years are concerned about the CSR initiatives and eco-friendly commercial operation of the company they are purchasing from. This is increasing the demand for renewable energy infrastructure for production in these companies. Therefore, it is changing the supply and demand criteria for organic products from both inside and outside the UK.
Labour Shortages and Brexit Impact: According to Ciccarone (2019), labour shortage, as discussed in the case study, has also been one of the major considerations for internal staffing. The Brexit condition has created a massive impact on the centralising staffing decision of the commercial structures operating in the country. Around 71% of the employees in the UK are staffed by UK citizens. However, the demand for drivers and the transport sector has been facing a massive disruption. The transport sector shifting is creating pressure on private vehicle dependency. The public transport sector is facing a loss of around 2.31% reported in 2022.
[bookmark: _wc2yhspc2x6p]2.4 Task 2b. Difference between elasticity and inelasticity of demand
Elasticity of Demand: Elasticity of demand refers to the responsiveness of consumers' demand based on price changes. Based on the fuel price change in the UK, it can be stated that the consumer demands in the country are elastic. According to Hoskovec et al. (2018), the 17% reduction rate of the demand increased to 40% from 2017 to 2022. This shows how the commodity prices of cruise oil and the p=sling price of petrol, and diesel have changed the demands of fuel in the UK.
According to Hoskovec et al. (2018), the major impact on elastic demand shows how the consideration of demand increment can impact the fuel economy and the energy economy in the country. The entire energy industry in the UK is worth around £287 billion which will be reduced to around £236 billion in 2022. The energy supply of electric energy has, however, been reported to increase by 28% between the first and last quarter of 2022. 
Inelasticity of Demand: Inelasticity of demand refers to the comparatively low responsiveness or negative responsiveness of demand to the price change. The private vehicle tanks were filling in during the last quarter of 2022 due to the changes in the public transport sector. According to Hoskovec et al. (2018), the case study mentioned a hike in demand of around 11% during the last quarter of 2022 for private vehicle visits to petrol pumps. According to Baumeister and Hamilton (2019), the increasing demand for fuel for the public transport sector economic disruption shows a negative response to the consumer's demand due to increasing prices. Therefore, this event can be explained with a perfect example of the inelasticity of demand in the economy.
Therefore, the increasing inelastic demand can be a determinant of the economic stability of a country. Hoover, in the case of the UK, the initial panic of the reduced public transport has caused this inelasticity of demand which is not present in the current market. Around 32% reduction in fuel demand has been witnessed during the first, second and third quarters of 2023.
Commercial transformation: According to Gurvich et al. (2019), the commercial economy for fuel and energy supply changes in the UK can therefore be indicative of the consolation of energy resourcing compromises. Despite the changes in the fuel energy supply course of changes in the UK, the availability of wind and water energy is increasing the supply and circulation of energy5. The increasing 12% CAGR of electric vehicle sales in the UK is creating a new market for the renewable energy industry This is also allowing the development of new production and energy manufacturing sectors. 
Companies like Alpha Energy are contributing to the electricity infrastructure development in more than 7 locations in the country. According to Hoskovec et al. (2018), therefore, it can be considered positive directives for the energy industry in response to the supply and demand disruptions due to geo-political hindrances.
[bookmark: _qbbrwdkw7258]2.5 Task 2c. The Laws of Supply and Demand 
Laws of supply (Direct relationship): The direct relationship of supply states that the increased prices of the products or services incentivise the intent of the suppliers to supply better quality goods and services. The direct relationship shows how the regular relationship of quality and supply establishes a proportional relationship.
According to Hoskovec et al. (2018), the Competition Law of 1998 promotes anti-competitive practices where the increased product demand and the price increment of the products cannot be incentivised with the supplier’s control over supply quantity. The Consumer Protection Act also focuses on quality maintenance and sustainability in all products where the quality cannot be decreased for the pricing margin reduction after a certain extent with different perimeters for different goods and services. 
Laws of demand (Inverse relationship): According to Hoskovec et al. (2018), an inverse relationship states that the reduced price of a product or service increases the demand for the goods or services. However, this law of demand is not followed in every pattern and penetrates the economically unstable or challenged population. The ideal relation must be speculated between the reduction of demand with the quality reduction. Therefore, the unproportionate relation conflicts with the fundamental concept of demand-supply. 
According to Hoskovec et al. (2018), in the case of an inverse relationship of demands, the anti-competitive practices are more relevant. The production of more goods or services cannot be comprehended with increasing demand for products for reduced prices. 
[bookmark: _ue863zydaz85]3. Conclusion
Around 20% of the supply-demand chain control has been disrupted by the Ukraine-Russia conflict, especially in the energy industry. The essay has focused on the fundamental economic problems that are both influencing and being influenced by the supply and demand disruptions in the UK. Moreover, the impact of the elasticity and inelasticity of supply and demand along with its laws has also been discussed in detail. 
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