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Introduction

UK economic disruptions brought about by the COVID-19 pandemic and Brexit have
resulted in problems with supply chains, price inflation, and financial instability. This
essay addresses strategic options including supply chain optimisation and government
action as it examines these economic issues, which include shortages, rising costs, and

changes in consumer behaviour.
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Economic Problems
Covid-19 Rules of Doing Business

Strict safety and health protocols have been placed in reaction to the COVID-19
pandemic. These constraints altered the manner in which multinational firms conducted
their operations. Operating expenditures and logistical issues increased as a result of
social isolation, distant employment, and enhanced cleanliness practices (Salah et al.,
2021).
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Figure 1: The impact of Covid-19 over the labour
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Shortages of Demand Due to Increased Demand

As a result of the increased consumer demand caused by the pandemic, there was a
shortage of various products. According to Kopishynska and Umaieva (2022), panic
purchasing and hoarding exacerbated the situation by putting pressure on supply

networks and leading to product shortages in several industries.
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Shortages of Supply

As a result of the COVID-19 epidemic and Brexit, drivers have departed both the
European Union and the United Kingdom, which has led to a lack of drivers. Situational
factors were the root cause of the shortfall. Due to this shortage which can be seen in the
below graph which was on its highest point in COVID 19 period, experienced a delay in
product delivery as well as an increase in transportation expenses as a direct
consequence of the disruption that occurred in supply networks (lvanov and Dolgui,
2022).
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Effects of BREXIT on Demand and Supply Chain

The immigration regulations and trade tariffs resulting from Brexit create complexities in
the supply chain activities within the United Kingdom. Companies faced disruptions and
higher costs due to the decline in migrant labour and the increase in customs checks
(Bloom et al., 2019).

Panic Buying

Consumer panic shopping during the outbreak led to significant shortages of vital
commodities. The relocation resulted in supply chain disruptions, leading to depleted

store shelves and exacerbating the scarcity of food and petrol (Luan, 2021).
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Shortage of Fuel Supply

The combined impact of driver shortages and increased demand led to a significant fuel
supply crisis in the UK. This shortage affected not only consumers but also businesses
reliant on consistent fuel supplies (Ghafour and Aljanabi, 2022).
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Figure 4:Total global energy investment, 2017-2020

Source: IEA
Rocketed Price Changes in the Cost of Fuel

The economic impact of increased fuel prices is profound, leading to inflationary
pressures across various sectors. Higher fuel costs elevate transportation and production
expenses, subsequently raising the prices of goods and services, which affects both
businesses and consumers (None Reza Setiawan and None Rosita, 2023; Al Fajrin et
al., 2023).
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Excessive Debt Taken Out to Pay Increasing Living Expenses

High borrowing rates have been used by both businesses and consumers to offset rising
living expenses brought on by price inflation and unstable economic conditions. This
financial strain has led to increased debt levels and heightened vulnerability to economic
shocks (Najmulmunir, 2008).

End of Furlough and Redundancies

The termination of government furlough schemes has resulted in significant
redundancies, exacerbating economic instability. The end of such support has left many
businesses struggling to retain employees, leading to higher unemployment rates and

reduced consumer spending (Ahmed, 2023).
Bankruptcies Due to Lack of Funds to Pay High Borrowings

The inability to service high borrowings has led to an increase in business bankruptcies.
The financial strain from elevated operational costs and reduced revenue has forced
many companies to shut down, contributing to economic downturns (Rahim and Yusoff,
2019).

Shift in Consumer Appetite from Services to Goods

Instead of reducing their use of services, the epidemic has resulted in an increase in the
purchase of commodities. The failure of supply networks to cope with the heightened
demand has led to a decrease in demand for services, increasing costs, and shortages
of some goods (Widiantari et al., 2023). This modification has led to a reduction in the

need for service industries.
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Solutions to the Economic Problems

Government Intervention

To address the economic problems caused by the epidemic, the government must step
in. This entails putting laws into effect, offering financial assistance, and enhancing
communication. to bring about market stability. According to 2020 research by
Abutabenjeh and colleagues, supply chain problems may be resolved by effective public
procurement and regulatory standards. Subsidies and fiscal packages are examples of
financial assistance strategies that can assist in the rehabilitation of these businesses

and mitigate their financial issues.
Relaxing Some Stringent Covid-19 Rules

By modifying the degree of severity Covid-19 could make business processes more
efficient. With restrictions loosened, businesses may carry on as usual while maintaining
safety (Tregear, 2023). This lessens disruptions to operations. Park, Hong, and Baek
(2016) claim that these adjustments may boost the efficiency and availability of the labour
force, which is important for pandemic-affected sectors like manufacturing and retail.

These adjustments may result in a sharp increase in staff availability.

Developing Shortage Management Team Strategy

Skilled shortage management teams are absolutely necessary to handle supply chain
problems effectively. Zhu et al. (2023) state that these groups may develop strategies to
anticipate and manage shortages, enhancing the supply chain. In order to enhance the
operations and supply chain and lessen the possibility of future interruptions, they can

also collaborate with a wide range of stakeholders.
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Create and Improve Supplier Collaborations Network

Enhancing the coordination networks among suppliers is crucial in order to reduce supply
interruptions. Supplier connections may enhance the robustness of the supply chain. By
promoting more collaboration and the pooling of resources, this enhances the robustness
of the supply chain. Collaboration not only promotes innovation and flexibility but also

helps organisations overcome unexpected problems.
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Figure 5: The impact of the pandemic over the Supply Chain Performance
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Reduce Waste

Resource-efficient solutions need to be put into practice in order to eradicate waste.
Collaborations on waste reduction, digital supply chain technologies, and circular
economy might help reach this aim. These methods increase efficiency, lessen waste,
and enhance the environment (Dainty and Brooke, 2004). Peiris et al. (2023) claim that

waste reduction can reduce a company's operating expenses and environmental effect.
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Assess and Improve Own Supply Chain

Finding inefficiencies and improving efficiency need supply chain modifications and
internal assessments. Internal evaluations are important. Regular supply chain evaluation
may help businesses reduce expenses, improve performance, and streamline operations.
The optimisation of supply chain operations may be enhanced by contemporary
technology and ongoing observation (Mohammadi et al., 2018; Ben-Tzur and Ward,
2010). This guarantees that the business can adjust to setbacks.
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Work with Suppliers to Reduce Price

Negotiating better terms with suppliers is an effective strategy for reducing costs.
Establishing strong relationships and collaborative partnerships can lead to mutually
beneficial agreements, lower prices, and enhanced supply chain efficiency. Open
communication and regular negotiations help in aligning goals and improving the overall

supply chain network (Hussain Soomro et al., 2021; Cherrett et al., 2010).
Keep Stakeholders Informed and Up to Date

Transparent communication with all stakeholders is vital for effective supply chain
management. Keeping stakeholders informed about changes, challenges, and strategies
ensures alignment and fosters trust. Regular updates and open dialogue help in
addressing issues promptly and maintaining a resilient supply chain (B. Nagarjuna et al.,
2023). Effective stakeholder communication enhances collaboration and supports the

implementation of sustainable practices.
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The Importance of Supply and Demand Chain
Pricing Strategy

Adjustments to pricing strategies are essential to manage demand and supply pressures
effectively. Implementing dynamic pricing models, such as incremental discounts, can
attract customers while controlling inventory levels. This approach helps balance demand
fluctuations and maintain profitability, ensuring a competitive edge in the market
(Gheydari and Nazari, 2022).

Competition and Price Reduction

Competition drives prices down by encouraging businesses to offer better value to
consumers. Market sharing and price leadership strategies enable firms to compete by
setting the lowest market prices, increasing market share and profits. This competitive
pricing helps stimulate demand and promotes efficient resource allocation within the
market (Farm, 2009).

Business Productivity Expansion

Businesses can enhance productivity through strategic use of online platforms. For
example, Amazon's comprehensive platform management integrates supply chain
operations, inventory management, and customer service. This approach streamlines
processes, reduces costs, and increases efficiency, enabling businesses to scale

operations and meet growing demand effectively (Ma et al., 2010).
Marketing Strategy

Effective marketing strategies are crucial for promoting business concepts and engaging
consumers. Understanding customer purchasing behaviour and market trends allows
businesses to tailor their marketing efforts, increase competitiveness, and stabilize their
market position. Well-planned marketing strategies help in building brand loyalty and

driving sales.
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Inventory Management Strategy

Implementing just-in-time inventory systems and other strategies optimizes stock levels
and reduces waste. Efficient inventory management ensures that businesses can meet
demand without overstocking, thus lowering costs and improving cash flow. Advanced
demand forecasting and real-time inventory tracking are critical components of effective

inventory management (Limansyah and Lesmono, 2020).
Finance Attraction Through Investments

IPOs are a highly effective means for companies to draw in significant investors. IPOs
give companies the money they need to expand, embark on new initiatives, and take a
stronger position in the market. According to Aktas et al. (2016), public investor funds

support business expansion and financial stability.
Greater Worker Retention and Satisfaction

A generous salary is crucial for maintaining employee happiness and contentment.
Attractive compensation packages attract highly skilled individuals and reduce employee
attrition, leading to a steady and committed team. In order to sustain productivity and
foster loyalty, employees must experience a sense of appreciation and get equitable

remuneration (Babina et al., 2015).

Risk Management

Ensuring a balance between supply and demand issues is essential for sustaining solid
continuation through effective risk management. Organisations may mitigate disruptions
by employing real-time market monitoring, diversity, and contingency planning. Proactive
risk management allows organisations to adjust to changing market conditions while

ensuring operational stability (Inderst and Mueller, 2002).
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Management of Shortage and Supply

There are a number of factors that might aid in adapting to changes in market demand,
including advanced forecasting tools, flexible supply chains, and strong ties with
suppliers. By utilising these strategies, businesses are able to forecast shifts in demand
and adjust the processes involved in the supply chain. By effectively managing gaps,
businesses are able to rapidly meet the requirements of their customers (Mohammadi et
al., 2018).
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The Difference Between Elasticity and Inelasticity

Definitions

The term "elasticity of demand" refers to the degree to which the amount of a product or
service that is sought shifts in response to a market variable, such as the value of the
product or the demand for it. When prices change, high-elasticity products cause
considerable fluctuations in demand. This is the case because of the characteristics of
the items. Whenever there is a change in the price of something, this takes place
(Beckman and Smith, 2014). However, inelasticity of demand occurs when the amount of
an item or service that is desired does not change significantly regardless of the price of
the good or service. Since people continue to purchase pharmaceuticals and utilities
despite price rises, the demand for these products is inelastic. The pharmaceutical

industry and utility items are two examples of commodities (Kumari et al., 2020).
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Comparison with Examples

Every time there is a change in the pricing of the items, there is a possibility that the elastic
commodity demand for such goods. These goods are consumer goods that are neither
needs nor luxury items. They fall within the category of commodities. As prices continue
to grow sales of high-end gadgets continue to decrease (Buer,2016). This happens
anytime there is an increase in pricing. Nevertheless, despite the fact that prices have
increased, inelastic items such as gasoline and electricity, as well as essentials such as
food, continue to be in demand. Considering that customers buy these things because
they are required to do so, it may be deduced that price fluctuations have less of an impact
on the decisions they make regarding their purchases (Kumari et al., 2020).

Advantages and Disadvantages

Elasticity of demand provides several advantages, including the ability to set optimal
pricing strategies that can maximize revenue during periods of high demand. Lower taxes
and increased sales can result from accurately predicting consumer responses to price
changes. However, the need for constant market monitoring and the short-term
effectiveness of price adjustments pose significant challenges. Additionally, businesses
may struggle to maintain stability in volatile markets where demand is highly elastic (Buer,
2016).

Inelasticity of demand offers the advantage of stable revenue, as businesses can
increase prices without significantly losing customers. This stability allows for more
predictable financial planning and can lead to higher profit margins during economic
fluctuations (Beckman and Smith, 2014). However, the main disadvantage is the potential
for consumer dissatisfaction and decreased affordability, particularly when prices for
essential goods are raised. Additionally, companies relying on inelastic demand may face
public backlash and regulatory scrutiny if price increases are perceived as exploitative
(Kinnucan and Zheng, 2004).
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Supply and Demand Laws

Increased Demand, Unchanged Supply

This scenario typically occurs when a product becomes more popular or a population's
income increases, enhancing their purchasing power. The higher demand pressures the
market, causing prices to rise until supply can be adjusted to meet the new demand levels.

Decreased Demand, Unchanged Supply

This situation can occur due to a decline in consumer interest, economic downturns, or
changes in preferences. As demand drops, suppliers may reduce prices to encourage
sales and clear excess inventory, leading to a decrease in market prices and quantities
sold (Aiming, 1991).

Increased Supply, Unchanged Demand

This may occur as a result of new companies joining the market or as a result of
established producers raising their output levels. The surplus supply exerts downward
pressure on prices as sellers compete to attract buyers, resulting in reduced prices and

increased availability of goods.
Decreased Supply, Unchanged Demand

This scenario may occur due to production disruptions, resource shortages, or supply
chain issues. The limited supply forces price up as consumers compete for the available

goods, leading to higher prices and reduced quantities in the market (Chen et al., 2017).
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Conclusion

In the future, resolving such challenges requires initiative. Achieving long-term
economic stability will require promoting innovation, strengthening supply chains, and
getting ready for any future crises. Businesses and governments may work towards a
more adaptable and flexible economic system that is better suited to manage
unforeseen circumstances in the future and promote sustainable growth by putting

these methods into practice.
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