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Price Ceiling on U.S. Gasoline (2012)
In a competitive market, equilibrium on the prices and quantities is achieved through self-regulation qualities in a given market according to O’Sullivan and Sheffrin (2001). However, the government intervenes on controlling the prices in the market. The government affects the prices in the market by either setting a price ceiling or price floor. According to the gasoline prices in 2012, that rose to $3.60, the government’s lack of intervention was significant. If the government set the price ceiling, a number of effects would have been experienced in the economy. 
When the government establishes a price ceiling higher than the equilibrium price such as above $3.60 per gallon, the equilibrium quantity and prices would not be affected. Therefore, a price ceiling that is above the current equilibrium price has no effect on the market. However, a price ceiling lower than the current equilibrium price of $3.60 affect the existing conditions in the market. The price ceiling below the current market equilibrium price causes a shortage in the market. Shortage of gasoline in the market causes rationing. The filling stations result to selling to specific customers or selling first to come first served. Further, the shortage of gasoline will cause wastage of time on queuing. Therefore, an opportunity cost is incurred on waiting time while queuing according to O’Sullivan and Sheffrin (2001). 
Further, the shortage of gasoline would give rise to the existence of black markets where people ignore the government ceiling and purchase the product at higher prices above the ceiling price. Therefore, the government should not have used price ceiling in the 2012 gasoline prices rise. The price ceiling set below the current equilibrium price would have created a shortage of gasoline in the United States and cause the existence of black markets, long queuing. However, the government should have set a higher price ceiling above the equilibrium price which would have no effect in both long term and short term according to Mansfield and Yohe (2000).
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