When politicians are allowed to set prices, almost everything is cheap/ free, and shelves are empty for lack of supply.  What politician doesn’t want to promise that he/she can lower prices that people have to pay for products?  It’s a sure-fire vote winner.  I deserve more stuff and could buy that stuff if only it were cheaper.

The problem with government price setting is that prices are little bits of information.  Prices tell you how badly people want products relative to their cost of production.  Governmentally set prices don’t mean anything and so they send false signals to consumers and producers.  These false signals end either in shortages or surpluses of products on the market.  
To believe that a price can be “set” is to believe that some authority is omniscient, omnipresent, and in charge of the price setting.  The irony is that an omniscient and omnipresent price setter, who is concerned with maximizing welfare, would act no differently in the setting of prices than does a perfectly competitive market.  This is what Adam Smith called “The Invisible Hand”.
When politicians choose to ignore the invisible hand, the hand has a tendency to slap them in the face - think gasoline shortages in the 1970’s.  When prices are set below equilibrium, more products are wanted than suppliers can afford to produce.  The only effective price control is if it is followed by government mandated production – i.e. slavery.
President Obama this week called for a government cap on increases in health insurance premiums.  Apparently he knows what the appropriate price is for health insurance.  But if price caps mean that insurance companies choose to drop high risk people from their plans, we would get an increase in uninsured Americans.  Alas, this is where the forced production comes in.  The only way the government can set the price of health care is to mandate (control) its production – a production inevitably plagued with shortages.
It is just too bad that the good people of Greece don’t have such wise politicians as we have in the US.  As interest rates on Greek debt continue to soar, US politicians would just mandate that they can’t.  Oh wait, that would mean no one would supply more loans to Greece and they would have to balance their budget – stupid invisible hand.
