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Controls on Prices

Price Ceilings and Floors
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Sign up www.moblab.com or download the app

o Signupasa
student using your
Student Email

& Student Sign Up

Liarn comples concepts with more depth and context through
the power of strategic social interactions

Name (Private)
| |
School/University Email
J Enter a Class Code
Confirm Emall
| +
— = fg5rw5gv3 | © ®
= o = ‘ Class codes are given by instructors to allow
their students to join a particular class.
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Enter the Activity

Welcome back!

22 Active Sessions ¢

Active Sessions

20215 P iERIEwWkS

i e Joseph's Presentation Class
[Z1 Joseph's Presentation Class ~ »
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Market Forces
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Game Instructions

Market Forces

MobLab

Groups of 5 sellers and 5 buyers.
Trade to maximize your profits!

Orange producer, Hungry consumer,
selling oranges buying oranges
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[if3]
= SELLERS
SELLER Order Book >
:3.00 |
Cost 50.65 )
o 3/3 L=
Eaminge 000 “150 } . 111 |
/,w 0.75 ;
N |
[\I"‘ ‘&‘ 0:09 0:18 0:27 0:36
Profit | BIDS ASKS
$1.24 %059 . B
50.51 $2.10
° = ° ‘0.30 2
@ Sell at Highest Bid
K3 ©2018 MobLab

Bids are offers to buy, Asks are offers to sell

SELLER Order Book >

Past sales / purchases
for entire market

BIDS ASKS
*1.03 1.62
*0.51 *2.10
*0.30

Sell at Highest Bid

# ©2018 MobLab

10/26/2021



Submit an ASK using the slider, or Sell at

Highest Bid
SELLER Order Book >
:3.00
Cost *0.65 £2.25
Evgs 000 nsof EER
'? *0.75 i T T
i‘i 0:09 0:18 0:27 0:36
Profit BIDS ASKS
124 o5

*0.51 *2.10

° _!_ ° °0.30 -
= ©o (mEmr=zm)

® ©2018 MobLab
AY . .
Seller’s Profit = Sale Price - Cost

SELLER Order Book >

3.00
‘ Cost *0.65 ) 225
ranges
Earnings $0.00 ‘150 ) m
0.75 5
0:09 0:18 0:27 0:36
Profit BIDS ASKS
$ : r
X
*0.51 *2.10
*0.30
Sell at Highest Bid
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- BUYERS
BUYER Order Book >
Value £1.38 s2.15
Evnivgs 000 150
@ 075 & ?
é S 5
‘i@ 0:12 0:24 0:36 0:48
$1.04 50-34' 50.34 5087
023 090
" = "' - 1,03
s o =<
® ©2018 MobLab
L} . . .
O Submit a BID using the slider, or Buy at
Lowest Ask
BUYER Order Book >
Value £1.38 s2.15
Evnivgs 000 150
@ 075 & ?
é S 5
‘i@ 0:12 0:24 0:36 0:48
Profit BIDS ASKS
$1.04 c0.34 Nk
023 090
" = "' - 1,03
[ = o (mxr=xm)
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5 Buyer’s Profit = Value - Purchase Price

BUYER Order Book »

$3.00
( Value $1.38 )
ranges

Earnings *0.00

225

/ I 0.75 & —
(\E 0:12 0:24 0:36 0:48
BIDS ASKS
104 ot
50.23 50.90
° . $1.03
BID @ Buy at Lowest Ask

® ©2018 MobLab

AY .
O When does a transaction occur?

e Someone uses [ =S S or IR ES AT

* ABuyer placesa m higher than the lowest

outstanding Ask (Purchase Price at Lowest Ask)

« ASeller places an lower than the highest
outstanding Bid (Sale Price at Highest Bid)

® ©2018 MobLab

10/26/2021



What happens when a transaction occurs?

* Buyers
— The value for the next orange is lower than the
previous orange

» Sellers

— The cost to supply the next orange is greater
than the previous orange

# ©2018 MobLab

As a seller, what is your profit if someone
accepts your ask of $1.24?

SELLER Order Book >

Cost
Oranges
Earnings

‘ ‘ Sy \' 0:09 0:18 0:27 0:36
BIDS ASKS
* 1.03 1.62
0.51 2.10
3 Sell at Highest Bid
Sale Price — Cost = - = S0.59
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As a buyer, what is your profit if you
“Buy at Lowest Ask”?

BUYER Order Book >

Value

Earnings

BIDS ASKS
0.23 0.90
° ‘ 103
Buy at Lowest Ask
Value — Purchase Price = - =50.51
K3 ©2018 MobLab

What will Price and Quantity be?

Let’s find out:

* The Law of Supply and Demand predicts your
group’s behavior.

* Will the prediction be accurate?

1 ©2018 MobLab

* You've been told to maximize your own profits.
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Game Time!

Market Forces (2 rounds)

MobLab

o
O =
o

# ©2018

Price

What was the Equilibrium Price and

Quantity of your market?
Supply/Demand Chart

$1.501

$1.00

$0.50 1

$0.00 —————————F———————

Equilibrium P: S0.75 Equilibrium Q: 5

MobLab

10/26/2021

10



Controls on Prices

® ©2018 MobLab
FWhat will happen to Price and Quantity?
Let’s find out:

* Suppose that due to a hurricane the government
institutes a price ceiling of $0.50 on food such as
oranges to combat price-gouging.

# ©2018 MobLab
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EVERYDAY MONEY « PRICE GOUGING

Price Gouging Is Already an Issue in Florida As Hurricane Irma Draws
Near

000

e

# ©2018 MobLab

Price Floor of $0.50

® ©2018 MobLab
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Game Time!

Market Forces

MobLab

o
O =
o
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Price

What was the Equilibrium Price and

Quantity of your market?
Supply/Demand Chart

$1.507

$1.00 1

$0.50

$0.00 ——— 11—

Equilibrium P: S0.75 Equilibrium Q: 5

MobLab
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Price Floor of 1.00

® ©2018 MobLab
Game Time!
Market Forces
® ©2018 MobLab
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What was the Equilibrium Price and

Quantity of your market?
Supply/Demand Chart

$1.504

$1.00 _|_‘—q_|; —-—
50501

Price

$0.00 T T T T T T T T T 1
o 1 2 3 4 5 6 7 8 9 10

Equilibrium P: $1.00 Equilibrium Q: 3

# ©2018 MobLab
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Game Time!

Controls on Prices

® ©2018 MobLab

O m—
O =

. What was the Equilibrium Price and

Quantity of your market?
Supply/Demand Chart

$1.501

$1-00“|_‘_l_‘_

L

b

oy m

$0.50 -prmmmmsrmgusses * ,

$0.00 —————F—F——————— 77—
0 I 2 3 4 5 6 7 8 9 10
Equilibrium P: 50.50 Equilibrium Q: 3
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dil
Results Discussion

Controls on Prices
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o

. What was the Equilibrium Price and
Quantity for a Price Floor of $0.50?

[Group 1] - Supply/Demand Chart

@Msvrrly  @MlDemand (@Il Price Floor ($0.50)

Equilibrium P: S0.75 Equilibrium Q: 5

# ©2018 MobLab
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0 =
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What happened to Price and Quantity?

Time (Seconds)

Equilibrium P: S0.75 Equilibrium Q: 5

MobLab

O m—

0 =

# ©2018

What was the Equilibrium Price and
Quantity for a Price Floor of $1.00?

[Group 1] - Supply/Demand Chart

Oy EME0cmand @@ Price Floor ($1.00)

Equilibrium P: $1.00 Equilibrium Q: 3

MobLab
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“=  What happened to Price and Quantity?

[Group 1] - 8 Transactions

u Transactions  [[@---Equilibrium ($1.00)

0 100

Time (Seconds)

Equilibrium P: $1.00 Equilibrium Q: 3

# ©2018 MobLab

O m—

“=  What happened to Price and Quantity?

Time (Seconds)

Equilibrium P: $1.00 Equilibrium Q: 3

# ©2018 MobLab
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What was the Equilibrium Price and
Quantity for a Price Ceiling of $0.50?

[Group 1] - Supply/Demand Chart

Gy EMEDemand (I Price Ceiling (50.50)

Equilibrium P: 50.50 Equilibrium Q: 3

# ©2018 MobLab

O m—

0 =

What was the Equilibrium Price and
Quantity for a Price Ceiling of $0.50?

[Group 1] - 3 Transa

® Transactions  ([{=-Equilibrium ($0.50)

Time (Seconds)

Equilibrium P: 50.50 Equilibrium Q: 3

# ©2018 MobLab
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Concept Review

Controls on Prices

P )

® ©2018 MobLab

@ Not Binding!

N\ /

Price Ceiling

Price Ceiling

Qs Q a
Quantity Supplied is less than Quantity Demanded

# ©2018 MobLab
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Price Ceilings

 Ifthe ceilingis above
equilibrium, it is not

binding. |
« If the ceiling is below \

S
/ Prige
equilibrium, Quantity Ceiling
Supplied is less than
Quantity Demanded. orice
e Thiscreates a . Ceiling
shortage. T b
# ©2018 MobLab
Price Floors
 [fthe flooris below
equilibrium, it is not
binding.
. Surf/us S
 |fthe flooris above Price
equilibrium, Quantity Floor
Demandedislessthan | ...
Quantity Supplied. orice

* This creates a surplus. #

# ©2018 MobLab

Floor
\\\\ i
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Completed!

Controls on Prices
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A playground for decisions
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