Hi class and professor,
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Price fixing is one of the most essential tools that dictates the consumption pattern of goods. Although this strategy specifically suits Giffen goods, other types of goods still get affected price fixing. Basically, it strengthens the consumption pattern of goods and acts as a shock absorber in times of economic depressions or recessions. Price fixing is generally the equation that equates production cost; labor and raw materials to inflation to increase sales and raise profits no matter the economic shocks. All goods in an economy work with the opposing forces of demand and supply. By the nature of the forces being completely unpredictable, it is always wise for business entities or governments to fix prices. This is the ultimate way to ensure that the customer base is retained and the market share grows. Products whose prices fixed usually complete the product life cycle unlike other products with static products. 
Implications of Governments Controlling Prices
Government's intervention in price fixing usually increases consumption. The government usually lower the floor prices of products when inflation increases. This strategy propels spending in times of economic depressions and recessions. This tactic is usually beneficial to the economy because it increases the Gross Domestic Product of an economy.
