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Effects of Price Control
Venezuela is among the countries of the world that have the worst performing economies characterized by enormous inflation and food shortages. As a consequence of these aspects, this research paper explores the research question:
1. Why did Venezuela run out of toilet papers?
Despite owning the richest oil deposits in the world, Venezuela is adversely affected economically to the extent of languishing in limited food for its population as well as massive inflation (Smith, 2016). The country’s problem begun during the reign of President Hugo Chavez, who was a socialite. Chavez declared the change of policies that affected the exchange rate between the dollar and the bolivar- Venezuela’s currency. The president’s move served as a great approach that would bring financial sense. Economically, the move was wise since controlling the exchange rate is essential in managing emergency scenarios. However, Venezuela landed in economic problems because it kept and maintained the measure as long as up to date. Consequentially, the country began to apply wage controls and price controls.
	As a consequence, Venezuela ended up running short of other nations’ money and shortage of basic products such as tissue. The situation of shortage of tissue was worsened by decent people who hardly cared about politics as long as they could access something to wipe their bottoms. Kass (2016) asserts that the shortage of tissue papers and other basic things such as food could only be controlled by halting price controls and wage controls.
The second research question that this paper analysis is:
 
2. Why could price control create a shortage of goods esp. imported goods and eventually lead to a collapse of an economy?
	Price controls are applied as a technique to help in managing inflation. People are of the assumption that inflation implies increasing prices and that it only lives when the business people hike the prices of their commodities. According to Krugman (2017), the infliction of price controls to man inflation is illogical since it turns destructive to the economy. Prices are the same as a tool that everyone depends upon to plan his or her economic endeavors and which permits the practices and plans of other individuals to harmoniously modify to the plans of all other participants in the economy.
[bookmark: _GoBack]	Price controls result in the unbalanced market in the economy. The first scenario of price controls occurs when there is an infliction of a price ceiling. Price ceiling takes place when the law sets a maximum price to be below the market price. The induction of a price ceiling triggers a significant Keynesian problem. When prices are kept artificially low, naturally, consumers tend to increase their demand for specific products. When the number of consumers grows more than exporter is willing to supply to the importer, it leads to a shortage of imports (Rockoff, 2019).
	Very often, a market shortage due to price controls adversely affects the economy. Price controls can lead to negative effects on the economy, such as a price floor that arises to surplus. A surplus can be described as being hazardous to the market in the form of a shortage. When there is excess supply, the consequence can be experiencing a market disequilibrium. This only happens when the price of a commodity offered in the market cannot be naturally adjusted because of price controls. When the market is experiencing disequilibrium, it means that the market is not running efficiently.
	When the market begins to face a shortage of goods, the economy starts to experience declines. As a result, the scarcity of essential commodities becomes widespread. Inflation rises, and the government sets wage control which in adverse circumstances results in over 25% unemployment rate (Baetjer, 2019).
	Due to unemployment lives standard decline and foreclosed houses remain vacant, and they end up deteriorating by several thousand. The neighborhoods of the middle class begin to appear like slums. The government starts to print currency to settle its bills. Additionally, the government publishes more currency to support the millions of struggling citizens. Businesses and banks collapse at ever-growing rates. No citizen appears to have any money. Most of the people become homeless. The labor incites civil unrest, strikes, and immense riots. It reaches a point where the services of the government are described as unreliable to irruptions from the pubic and agencies. Both national and local infrastructure are thrown in decay.
	As a consequence of the high unemployment rate, violent gangs begin to form in the society and position themselves. Violence becomes the order of the day and cities, as well as urban centers, become risk areas to live (Baetjer, 2019). At this point, the country is in tatters, and it might appear irreversible, but the situation can change if the right person sits at the top and believes in individual rights, freedom, liberty, and independence.
	In such a state, the leaders should not shy from reversing the economic decline. Most likely, the leader may be hated and vilified due to his or her attitude towards reducing entitlements, halting welfare programs, and personal responsibilities. The fact is if the leader was in power and implemented the right thing, no economic collapse could be experienced in the first place. So, price controls can severely affect the economic system of a nation if no measures are applied to tame the situation.
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