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[bookmark: _Toc153822540]Introduction
This study will help to demonstrate the effective evaluation of fundamental economic problems which are determined in the provided case study. Also, an effective solution will be provided in this assignment to mitigate the issues in an effective way and enhance the organisational productivity as well. Moreover, entire pertinent laws regarding supply and demand will be present in this essay as well.  
Thesis Statement: The thesis statement of this essay will shed light on the effective economic issue which is experienced by the UK government along with the efficient mitigation strategy. 
[bookmark: _Toc153822541]Discussion
[bookmark: _Toc153822542]Question 1
[bookmark: _Toc153822543](a) Discuss the fundamental economic problems identified in this case study “Covid-19 rule on doing business” 
Covid-19 impact on global terms did alter and affect the way firms do not carry out the pandemic aftermath. Each of the core developed economies including the inclusion of the UK relied on the ongoing supply chain and demand shortage with the imminent price rise and staff shortage (refer to case study). Other than that, the environment secretary did state in November that an estimated of about 1.4 to 1.5 million EU nationals left the UK due to covid. On the other hand, ONS figures did depict the number of EU nationals employed within the UK decreased by about 5% from the 2019 end to 2021 June end (Instituteforgovernment, 2021). The disruption within the supply chain has indeed affected the business because of the myriad problems from shortages in terms of workers or materials, price rises and transport disruption (Parliament, 2021). With the same concept Xu et al. (2020) claimed the restrictions due to covid did lead to issues such as shortage of labour, raw materials and active ingredients. Furthermore, this situation was alks aggravated through tightening of logistic systems. Consequently, global supply causes inventory shortages and delay issues.
“The effects of Brexit on supply chain and demand facilities”
The impact of COVID also saw a lot of drivers from the EU leave the UK, which led to a remarkable amount of shortage in the case of drivers and disrupted the deliveries towards a minority of petrol stations. This was due to the exodus in terms of the drivers who had left the UK was hard to replace, which was due to COVID-19 and Brexit (refer to case study). For instance: Prior to pandemic the EU nationals seemed to have made up about 10% of HGV UK’s driver workforce but their number fell in a dramatic manner between 2020 March to 2021 March by 37% in contrast to a fall of just 5% in regards to their UK equivalents (Instituteforgovernment, 2021).  As per the survey by the Road Haulage Association, there is a shortage of over 100000 truck drivers, particularly because of the latest introduced point system which favours qualified and skilled employees (Supplychainmovement, 2021).  On the other hand, Sumption et al. (2022), added that since free movement ended by the end of the year 2020 December, a lot of employers within industries which priorly relied on EU citizens. Which were unable to recruit new arriving EU citizens, due to not having an eligible work visa. 
“Rocketed price change within the cost of fuel” 
The consumer rushed to fill their tanks as the daily news in terms of shortages of drivers were reported. Thus, this led to a rapid rise in demand in a given period when supply was already being constrained. Because of this constraint, higher shortages were being recorded with fuel levels in the forecourts within the worst-hit country areas having an average of 20% at the peak of the crisis in a contest to 43% in normal terms (refer to case study). Data from ONS did show between 20 and 31 October 2021, an average of 1 in 6 adults within the UK did experience a shortage of food items, during the fuel crisis, and from 6 to 17th October 37% did struggle to get fuel (Instituteforgovernment, 2021). For instance: on 13th August 2023, the petrol price was at an average of about 149.1p per litre within UK fore count. In 2 weeks, it rises to over 4p and makes the highest price seen since February (BBC, 2022a).
“Shift in consumer appetite from services to goods”
The Fed Global Supply Chain Barometer tracked the pressures in the global supply chain since 1997, the result depicted that current pressures are notably more severe compared to any point between 1997 to till date. This also resulted in the shift in customer appetite for service to food at the time of the pandemic and did drive pressure within supply chains (Refer to case study). Consumer prices did rise as a result of the rise in energy costs and other commodities, as 43.6% of each business stated prices were higher in the year 2022 (Instituteforgovernment, 2021).
[bookmark: _Toc153822544](b) Suggest various ways in which these economic problems can be resolved 
Government intervention: To control these issues, the government of the UK implemented some positive for improve the situation. It has been identified that the government of the UK eliminates taxes on businesses and individuals, invests in education and training, promotes free trade, and encourages research and development to manage the supply and demand facilities in the UK business market (refer to Bibliography 1). Also, the respective government implemented the EU-UK Trade and Cooperation Agreement (TCA) in FY 2020 which helped to reduce the trade barriers and maintain the supply and demand of goods in the UK business market (refer to bibliography 2). Based on this, the UK government enhance the performance of the business and boosts the economy of the country as well.  
Relaxing some of the stringent Covid-19 rules: Based on the case study it has been identified that the outbreak of COVID-19 has a significant impact on the UK business margate and disrupts the business performance as well. Therefore, to mitigate this kind of issue, the government of the UK takes various initiatives which help to enhance society and business in an efficient manner. To tackle the Pandemic, the government of the UK made a movement in the HGV tests by military examiners which assisted them in raising their capacity (InstituteForGovernment, 2021). The UK government made a clear statement about wearing a mask in indoor public spaces and on public transport which helps to prevent the outbreak of COVID-19 (BBC, 2022b Also, the government of the UK grant scheme delivers a 50% subsidy on purchasing approved software to assist the business administration during the Pandemic situation (BDO, 2022). Apart from this, to mitigate the fuel shortages, the government of the UK managed military personnel to provide fuel by momentarily balancing the overall competition laws of fuel organisations. On a similar note, the government of the UK provides energy bills to help the people who face issues regarding the cost of living. 
Developing shortage management team strategy: The government of the U takes several initiatives to manage the team strategy and it helps to enhance the business performance in an efficient manner. Also, the management team of the company is required to maintain a ten-year employee management strategy to formulate an effectively skilled workforce in the organisation and activate the organisational goals in a short period of time as well. Apart from this, the administration team of the firm can implement an L&D programme which provides opportunities to enhance the skills and knowledge of employees to boost their performance as well (refer to Bibliography 3). Apart from this, the hierarchy professionals of the companies can maintain a positive work environment in the organisation which will provide the opportunity to enhance the employee's performance and deliver products as per the demand of customers. Also, it helps to increase employee engagement with the firm which is quite beneficial for the firm as well.  
Work with suppliers to reduce the price: The government of the UK faces a significant issue regarding the high costs of products which has a high impact on the business profitability and its performance as well. To handle the high costs of fuel, the government of the UK has developed a new statutory fuel finder scheme which helps to provide drivers access to live fuel costs at forecourts (refer to Bibliography 5). On a similar note, the CMA is to integrate a temporary fuel costs data scheme to manage the rocket costs of the fuel and create a significant contribution to UK security as well (refer to Bibliography 5).  
[bookmark: _Toc153822545]Question 2 
[bookmark: _Toc153822546](a) Why is demand and supply relevant in this case study?
As per the views of Nandi et al. (2021), supply represents the ability of the market to produce a service or a product whereas, demand critically represents the desire of the customers to purchase the goods and services. Moreover, it has been observed that panic buying during COVID-19 has led to increased shortages of drivers and disrupted deliveries to petrol stations leading to supply issues (Instituteforgovernment, 2021). Therefore, both factors are interrelated with each other along with having a critical relevance to the case study [Refer to the case study]. The reasons that reflect the relevancy of demand and supply with the case study are the changes in pricing strategy due to the pressure of demand and supply due to COVID-19. The case study reflects the issues of shortages in demand and supply which critically affected the supply chain leading to changes in how business is conducted. The increase in challenges of labour supply reflects the relation with the increase in demand contributing to challenges within the UK environment. As per the views of Rosenbloom et al. (2020), it has been increasingly critical for organisations to develop pricing strategies to mitigate the challenges of demand and supply to a relevant extent. The outbreak of the pandemic and its repercussions have led to high pressures on the global supply chain of organisations. For instance, Unilever replaced some of its imported inputs with ingredients from Africa due to a disruption of the supply chain to a relative extent (Reuters, 2023).  Therefore, this indicates that the changes in demand which were critically high during the pandemic led to an increase in pressure leading to issues within supply. As per the views of Alzoubi et al. (2022), the adoption of an effective marketing strategy has a role in contributing to promoting business thereby leading to the sustainable growth of the organisation in the competitive market. Therefore, this indicates the association of supply and demand with the pandemic and the case scenario leading to a substantial hike in fuel prices to a relative extent. The increase in pressure on the global supply chain has led to importing raw materials and the pressures have been increasingly severe ever since 1997. Therefore, this reflects that effective strategies implemented for inventory management could help in efficiently meeting demand and supply to a relative extent. As per the views of Uddin et al. (2021), effective inventory management strategies could lead to increased management of uncertainties within the global market along with the management of supply and demand. Brexit had a negative influence on labour shortages which exaggerated during the pandemic leading to shortages of drivers contributing to fuel supply problems. As per the views of Sawaneh and Kamara (2019), providing substantial incentives and payments to the workers could have a potential role in their retention by organisations. For instance, Sainsbury's gave its employees a third-time bonus of 3% to its employees for their exceptional efforts during the pandemic (Reuters, 2021). This indicates that the provision of incentives and pay hikes could have a motivational influence on the workers and contribute to their satisfaction and retention of the organisation. 
[bookmark: _Toc153822547](b) What is the difference between elasticity and inelasticity of demand with reference to price changes in the cost of fuel? 
Definition of elasticity and inelasticity of demand 
It can be stated that demand of elasticity refers to the connection among the demand for some particular products and services with some specific components which are associated with substitute availability and income as well as cost. Therefore, it can be stated that the elasticity demand has the ability that it can make changes in the quantity demanded due to a transformation in costs greater (Masterclass, 2022). On the other hand, an inelastic demand is the effective transformation in the quantity demanded due to a small movement in costs is small (Corporatefinanceinstitute, 2023). For instance, firms offering their products like tobacco products, gasoline and prescription drugs provide a high amount of flexibility regarding the costs as the demand is quite high in the context of high costs. Therefore, it can be stated that the differences between elastic demand and inelastic demand are the major components to make transformations or changes in the purchasing behaviour of customers and their buying patterns as well. Based on the elastic demand, customers can make adjustments in their purchasing practices, on the other hand, in the context of inelastic demand, buyers are not trying to make any kind of adjustment in their purchasing practices as well.  
Advantage and Disadvantage Elasticity of Demand 
It can be stated that Elasticity is quite beneficial for the optimisation of costs while the demand for elasticity is quite higher, thereby, the management team of the organisation gets the opportunity to make informed decisions in terms of optimal costs for goods. The major limitation of cost elasticity of demand is essential for continuously measuring the selling strategy of the competitors and it can be quite time-consuming for the firm. From the below picture, it can be stated that if the commodity is elastic then the cost transforms in a fair way that influences the quantity demanded. The demand curve will be flatter and have a smaller slope.  
[image: ]  
Figure 1: Elastic demand 
(Source: Created by the learner)
Advantages and Disadvantages Inelasticity of Demand
On the other hand, in the context of inelastic demand, the high costs of the products have the ability to increase the revenue of the firm (Wallstreetmojo, 2023). Therefore, based on this, the management team of the company can generate more revenue streamline which helps to enhance the operational activity of the company as well. However, it can be quite limited in the context of cost hikes on the cost-elastic goods that are most likely to increase profit margin significantly. Based on the below graph, it can be stated that if the significant price moves then it can cause a small transformation in the quantity demanded. In this context, the demand curve will not be vertical and perpendicular, however steeper or almost perpendicular and have a higher slope.  
[image: ]
Figure 2: Inelastic demand 
(Source: Created by the learner)
Inference price changes in the cost of fuel 
In the context of the costs of fuel, it can be stated that the value of elasticity -1 refers to every 1% hike in the real costs of the fuel and the consumption of the fuel declines by almost 1% (Parry et al. 2021). On the other hand, the value of the elasticity 0 suggests that effective consumption is not able to respond to the fluctuation of the costs of fuel. Therefore, it can be mentioned that vehicles consume a wide amount of fuel which is one of the major reasons to increase the cost of fuel. 
[bookmark: _Toc153822548](c) List and explain the laws of supply and demand
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Figure 3: Curve for increase and decrease in Demand
(Source: Created by the learner)
The figure presented above indicates that an increase in demand is reflected through a shift in demand curve to the right whereas a decrease in demand is indicated through shift in curve towards the left. 
Increased demand 
In economics, a rise in demand occurs when more products are purchased at the same price, which is represented by a shift in the demand curve to its right. Because of the rise in consumer income, there is a rise in the purchasing power of consumption. There, the demand in regard to the product within the market also will rise (Refer to Bibliography 4). Thus, demand will change even though price and supply in terms of the product stay the same. 
Decreased demand 
The expected future income and future prices do influence the demand at the current time. For instance, if the price in terms of a comedy has the expectancy to fail in the coming month, the demand for that commodity would be mitigated. Depicting the greater the buyer's number within a market, the larger its demand is for any good (UNF, 2022). Other than these prices fall when the demand decreases and the supply stays constant, a surplus might also occur when a customer does want to lead in terms of service or goods, even without any change in supply (Netsuite, 2022). 
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Figure 4:      Curve for increase and decrease in Supply
(Source: Created by the learner)
The figure presented above indicates that an increase in supply is reflected through a shift in supply curve to the right whereas a decrease in supply is indicated through shift in curve towards the left. 
Increased supply
A rise within supply depicts the producers do seem to plan to sell more of a good at each possible price, this then leads to the supply curve in shift to the right. A rise within the supply, with all other things unchanged, will cause the price of equilibrium to fall. In short, a decrease in supply will indeed cause the price of equilibrium to increase (Refer to Bibliography 5).
Decreased Supply 
The absence of changes within the demand contributes to an additional pressure on the price of the products and fuel leading to a substantial decrease in supply in the market. Therefore, this contributes to a decrease in the probability of customers getting options within the market thereby leading to an increase in the willingness of customers to pay more for what is available in the market. Hence, the supply remains substantially low until there is a change in demand of prices to a critical extent (Heien and Pompelli, 1989). 
[bookmark: _Toc153822549]Conclusion
The study contributes to effectively reflecting upon the relationship between demand and supply in the given case scenario. The study efficiently reflects on the influence of high prices of fuel due to increased demand and reduced supply as a consequence of the pandemic. Hence, supply and demand have led to a critical impact on inelasticity within the demand, acting as a negative consequence of COVID-19. 
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