Economics 101 Special Project

1. Topic

Economic Analysis of Alternative Drug Control Strategies

2. Problem

Which would result to desirable social outcomes, a “Supply Restriction” strategy or a “Demand Reduction strategy?”

3. Application of Economic Principles

a. Inelastic demand of prohibited drugs will have implications on the total revenue of pushers and the cost to the users.

b. Supply restriction strategies would increase prices of prohibited drugs as supply shrinks and shifts to the left. Since demand is inelastic this would raise the total revenue of drug pushers even if the new equilibrium quantity is lower. Equivalently, this would raise the cost of drug users. The higher revenue to drug pushers would attract new “gangs” into the market to get a bigger slice of the now higher revenue, and would likely result to more turf wars. Also, the higher cost of the product may likely result to more theft and burglaries as drug addicts need more money to finance their habits.

c. On the other hand, demand reduction will lower the price prohibited drugs. Total revenue of pushers and cost of users will both decrease reducing the incentive for turf wars and theft.

