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Dropbox Question 2 
At a sightseeing point, reachable only after a strenuous hike, a firm has established a stand where bottled water is sold. The water, carried in by the employees of the firm, is sold to thirsty hikers in 6-ounce bottles. The price is $1 per bottle. Typically only 100 bottles of the water are sold each day. On a particularly hot day, however, 200 hikers each want to buy at least one bottle of water. You will find below four different means of distributing the water. Indicate your answer to all four options with one of the possible answers and explain your reasoning: 

1. Increase the price until the quantity of water bottles that hikers are willing and able to purchase exactly equals the number of water bottles available for sale. 
Agree completely. Increasing the price of water will lead to less people being able to afford.  This is consistent with the law of demand.  Due to the increase in prices the sellers will make more profit and this will attract other people to start this business.  As other people start selling, there will be abundant supply of water making the prices to go down and all the hikers will be able to get water at $1 per bottle.  The main reason why I agree with this method is because it will increase production and will lead to raised standards of living. It will also ensure that the right products in terms of quality and the right amount and at the right price are produced.
B. Selling the water for $1 per bottle on a first-come, first-served basis.
Agree with slight reservation.  The only reason I agree with this option is because it is not discriminatory and it has an incentive, which is to go early. However, this will not encourage production and hence the expansion of the economy. The economy will not grow and hence the living standards.
 C. Having the local government buy the water for $1 per bottle and distribute it according to its own judgment.
Disagree strongly. This is because having the government distribute may be discriminatory. First there is no set standards which means the government will be at liberty to give to whoever it want to. This being the case only those in good terms with the government will receive the water while those who are not in political good terms will miss. I would strongly disapprove this method. The best thing is to leave this task at the hands of private sector.
D. Selling the water for $1 per bottle to a random selection of hikers.
          	 Totally unacceptable.  This option provide no incentive at all. There is no motivation to produce or even to go early, it is wholly dependent on luck and thus it’s the worst option.


