Managing Prices
** In an effort to limit the problems associated with the price system the government sometimes decides to interject itself into the marketplace **  Describe some of the problems
· This government involvement is done through the use of regulations (pollution taxes, etc.) and price controls (price ceilings and price floors)
1. Price Ceilings – a government regulation that establishes a maximum price for a specific good.  Any examples?
2. Price Floors – government regulation establishing a minimum price for a specific good.  Any examples?
** Problems associated with setting prices **
· Price ceilings tend to result in shortages and price floors tend to result in surpluses – EXPLAIN
· Rationing – when the supply of a product is so low the government begins to distribute it instead of allowing the market to do so – Examples?  College Sports?
** Problems with rationing **
1. It's just not fair – does supply and demand take into account who you are or what you do?
2. Cost – it takes a lot of work, time and money to figure out who should get stuff and how you get it to them. Anybody thinking of stealing ration coupons and selling them?
3. The Black Market – no, this isn't a store where only black people are allowed to shop – think about it this way – rationing will control supply while not doing anything about demand (the drug war) – what is this going to result in?
       That's right – people like me who understand economics will take advantage of the dumb policy and prosper OR go to jail.  How does scalping work?
