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Is our country efficient enough? Economics is a huge issue around the world, and it determines a countries wealth, goods, products, and currency. The “invisible hand” is at work at markets to determine what is produced, how much is produced while keeping supply and demand in check.


Consumers might like to have all the goods they possibly could, but most of them are limited in their budgets, and therefore they must choose. Suppose a new computer is invented and priced at $450 (considered quite a low price). This means that there will be long lines of consumers wanting to buy that good. Under the influence of the bidding of these demanding consumers, the price can get up to $750, a price change that can have two effects. One is that it will encourage other producers to come in and produce similar computer offers. However, it will also discourage consumers from buying those computers, leading to an oversupply of computers. Consequently, the price might go down to $600, a price where supply and demand are equated. Some producers might drop out because of the lower price, and some consumers might come back into the market where supply and demand are equated.    

John Kenneth Galbraith, an economist who formally was in charge of the office of price administration, says about World War II, “We had a couple of dozen people, and the task of taking charge of all the prices in the economy. And, I, uh, often thought that in two years I would have been simply appalled, but at that time I was rather of the opinion of the right man had been selected for the job.”

Between 1940 and 1944, cooperate profits nearly doubled from the government regulating the economy. The government was deciding what would be made, for how much, and for how many. Instead of making automobiles, companies like Ford would start making war machine parts and airplane parts. Almost every business started to prosper. 

The office of price administration not only had to set prices, they had to make sure that the men, women, and children left at home would go along with the regulated market. OPA wasted few opportunities to publicize the value of price control. For the duration of the war, it continued to provide patriotic guidance for the American public. 

The controls were instituted for a specific purpose for a short period of time under conditions of patriotic fervor. They had some defects, but under these circumstances (World War II), they worked quit well. Besides war, there are other circumstances where the market may not have handled economic problems efficiently. The market may not be efficient when it comes to monopoly power or to air and water pollution. Furthermore, we have to remember that economic efficiency is not our only economic objective. We may want to use price controls to improve the distribution of income to aid the poor, the disadvantaged, or other groups in society. When it comes to rent controls, these motives were very probably paramount.

The end of World War II brought on a major question, where were all the return veterans going to live? They badly needed an additional 200,000 housing units. 

We know that the marketplace is not always efficient. With that in mind, we cannot conclude that any and all interferences with the price system are necessarily harmful.            

