The seventh installment of the exciting economics synopsis anthology!

You never miss the water till the well runs dry. This was a harsh lesson learned by the inhabitants of California when conservation became a necessary way of Californian life in the late 1970’s. Suffering in the grips of an extreme drought, Californians learned the meaning of marginal utility
.  The law of diminishing marginal utility states that the more you have of something then less valuable it is to consumers. So as the water supply slowly dried up its price when up exponentially and people had to think of ways to conserve. Some of the ways where to not wash your car, or to not water your or the cemetery’s lawns. People also put buckets under the tap to catch cold water before it heated up so as to not waste any. 
 Around this time there was a great increase in the price of gas and OPEC’s power the U.S. grew. To prevent this, the President (Of the United States.) ordered a price ceiling on the price of gas in hopes of giving the people small degree of financial relief. It was then discovered, only after the fact, that by imposing a price ceiling 
on a products price you actually caused a crippling effect on the business selling the stunted value. Prices tend to be set keeping in mind all the failed investments and sunken costs needed to get the desired product such as oil. By imposing a ceiling it was no longer profitable to drill for oil in America so entrepreneurs chose not too do so and our dependence on OPEC grew despite our intent to do the exact opposite. By raising the price the extra profit can be invested back into the company to get even more of a desired product so it would then be possible to sell for less.
The law of supply and demand states that as the price for a product increases then the amount that suppliers are willing to sell also increases and conversely the cheaper the product the more a consumer will buy. If a graph where made of both the willingness of suppliers to sell and of the consumers willingness to buy you would see an intersecting point that represents an equilibrium price 
at which it would be most beneficial for both parties.
� The marginal utility of X is the additional utility from one additional unit of X or, more formally, the derivative of utility with respect to X or more simply Extra satisfaction a consumer gets by purchasing one more unit of a product.





� A Price Ceiling is a government-imposed limit on how high a price can be charged on a product. For a price ceiling to be effective, it must differ from the free market price.





� Equilibrium price is the price at which the quantity demanded of a good or service is equal to the quantity supplied.











