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Abstract: 
 

Soastoensuretheenthusiasmofbuyersgovernmentfixesthemostextremecostoftheitem.Thisgreatestcostis by and 
large lower than the harmony cost. This is called control cost or maximum price tag. This cost is fixedby the 

legislature since needy individuals can't stand to purchase the item at balance cost. This circumstanceemerges 
when the creation of a product is not as much as its interest. As the cost of the ware fixed by thelegislature is 

not exactly the harmony value, it might make abundance request of the product which implies thepurchasers 
are happy to purchase more than what the vendors are eager to sell. In order to protect the interestof 

consumers government fixes the maximum price of the commodity. This maximum price is generally 
lowerthantheequilibriumprice. Thisiscalledcontrolpriceorceilingprice. 

 
KeyWords:Price,Control,Government 

 
Introduction 

 
Government has significant role in regulating price and distribution to maintain 
smootheconomyinnation.Ithasbeenestablishedthatifthereisgoodproduction,butithasnovalue
when the goods produced are not delivered to the end-users at the right time in the 
rightquantityandatthereasonableprice.Governmentshavebeenendeavouringtosetgreatestorlea
st costs since antiquated occasions. The Old Testament denied enthusiasm on credits 
toindividual Israelites; medieval governments fixed the greatest cost of bread; and as of 
late,governments in the United States have fixed the cost of gas, the lease on lofts in New 
YorkCity,andthepayofincompetentwork,togivesomeexamples.Onoccasion,governmentsgop
astfixingexplicitcostsandattempttocontrolthegeneraldimensionofcosts,aswasdoneintheUnite
dStatesamidbothworldwarsandthe 
KoreanWar,andbytheNixonorganizationfrom1971to1973. 

 
The intrigue of value controls is justifiable. Despite the fact that they neglect to 
securenumerousshoppersandhurtothers,controlsholdouttheguaranteeofensuringbunchesthata
reespecially unable to meetcostincrements. Consequently, the disallowance againstusury—
charginghighenthusiasmoncredits—wasplannedtoensuresomebodycompelledtoget out of 
urgency; the most extreme cost for bread should secure poor people, who reliedupon bread 
to endure; and lease controls should secure the individuals who were leasingwhen the 
interest for lofts surpassed the supply, and landowners were getting ready 
to"gouge"theirinhabitants. 
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Regardlessofthesuccessiveutilizationofvaluecontrols,bethatasitmay,andnotwithstandingtheir
intrigue,financialspecialistsarecommonlyrestrictedtothem,withtheexceptionofmaybeforexce
ptionallyconciseperiodsamidcrises.Inanoverviewdistributedin1992,76.3percentofthemarket
analystsreviewedconcurredwiththeannouncement:"Aroofonrentsdecreasesthequalityandamo
untoflodgingaccessible."Afurther16.6percentconcurred with capabilities, and just 6.5 
percent oppose this idea. The outcomes 
werecomparablewhenthefinancialexpertsweregottensomeinformationaboutgeneralcontrols:j
ust8.4percentconcurredwiththeannouncement:"Payvaluecontrolsareahelpfulapproachalternat
iveinthecontrolofexpansion."Anextra17.7percentconcurredwithcapabilities,yetasizabledomi
nantpart,73.9percent,deviated(Alstonetal.1992,p.204). 

 
Thestaggeringproofagainstvaluecontrolsnormallypromptsthoughtofdifferenttechniquesfor 
bringing down obtaining costs. The private area utilizes various techniques that are 
bothcompellingandconsonantwithamarketeconomy.Suchmethodologies,whenutilizedbythep
rivate market, are substantially less harming to financial welfare than an 
administrationvaluecontrol. 

 
Another approach to get lower costs through the market is for an autonomous association 
togivedataonthecontendingoptionsincontrasttosingularpurchasers.Utilizingthisdata,aneducat
edcustomercandistinguishtheitemthatbestmeetsherrequirementsandcanrequestalimited cost 
when buying an alternate item. Numerous enormous organizations adopt thisstrategy with 
wellbeing plans for workers; the representative may pick among a lot 
ofendorsedplansandthecompanygivesevaluationsorascorecardtoenablerepresentativestothin
kabouttheplans. 
Theevaluationscauseintendstovieforclientsonthecostandqualitymeasurements. 
In order to protect the interest of consumers government fixes the maximum price of 
thecommodity.Thismaximumpriceisgenerallylowerthantheequilibriumprice.Thisiscalledcon
trolpriceorceilingprice.Thispriceisfixedbythegovernmentbecausepoorpeoplecannotaffordtob
uythecommodityatequilibriumprice.Thissituationariseswhentheproduction of a commodity 
is less than its demand. As the price of the commodity fixed bythe government is less than 
the equilibrium price, it may create excess demand of 
thecommoditywhichmeansthebuyersarewillingtobuymorethanwhatthesellersarewillingto 
sell. In India government has a control price or ceiling price of the commodities which 
itconsiders essential for the masses. For examples some goods such as wheat, rice, 
sugar,kerosene oil etc. have a control price. Due to excess demand for the commodity at 
ceilingprice government resorts to rationing. Rationing means fixing of quota per head per 
unit oftime.Due toexcessdemandofthecommodity atceilingpricetheproblemof 
blackmarketingmayalsoarise.Blackmarketingisasituationinwhichthesellerillegallychargesth
e price of the commodity which is much higher than the control price. The problem 
ofblackmarketingcanbesolvedthroughdualpricepolicy which 
willbediscussedinthelaterpartofthis lesson. 
As explained earlier in this lesson that price control may lead to the shortage of the 
commoditybecause sellers are not willing to supply adequate quantity of the commodity at the 
price fixed bythegovernmentasthepriceislowerthantheequilibriumprice.Thismayalsoleadtoblack 
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marketingofthecommodity.Toavoidthissituationgovernmentadoptsdualpricepolicyunderthispolicy a 
part of the production of the good is sold at control price through fair price shops and 
theremaining part is sold at prevailing market price which is determined by the forces of demand 
andsupply.Atthismarketpriceanyquantityofthecommoditycanbebought.Forexamplegovernmentsell
swheat,riceandsugartoBPL(Belowpovertyline)cardholderatcontrolpricethroughfairpriceshops and 
the producers are also allowed to sell their remaining production at equilibrium price 
inopenmarket. 

 
PriceControl:TheMaximumPriceLegislation: 
Government may find it wise to prevent rise in prices above the market equilibrium or 
toprevent fall in prices below the market equilibrium. Such method of intervention is 
calledpricecontrol. 
Sometimes businessmen create an artificial scarcity of an essential commodity with 
themotive of raisingthe price of the commodity. The basic motive is, of course,profit-
maximization.Intheprocess,consumersareexploitedsincetheyarenowforcedtopurchasecomm
odityatahigherprice. 
In order to protect the interest of the consumers the government imposes price ceiling 
ormaximumpriceabovewhichnoonewillsellthecommodity.Thisiscalled‘priceceiling’or‘maxi
mumpricelegislation’. 
Oncemore,costsofitemsmaytumbleiftherearesurpluscreations.Thishappensessentiallyon 
account of rural items when there is a guard generation. "Excessively low" costs of 
suchagrarian wares aim hardship to ranchers. To keep costs from falling further, the 
legislaturemayreceive"leastvalueenactment"tosecuretheinterestsofranchersormakers, 

 
The impact of greatest value enactment can be clarified regarding beneath figure where 
theDD and SS bends cut each other at point E. Balance value in this manner got is OP and 

thebalanceamountisOQ.GiveusachancetoassumethattheadministrationimaginesthatthisOPco

stis"excessivelyhigh".So,itfixesamaximumpriceatOPmax,belowtheequilibriumprice(OPmax<
OP). 
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MaximumPriceLegislation 

 
At this lower price, consumers demand a larger quantity OQ2 but producers cut back 
theirsupplies to OQ1. The prompt impact of this value roof is, hence, the rise of 
overabundancerequest or tenacious lack of the item. As a result of the lawful stipulation of 
cost, 
neitherpurchasersnormerchantsdareenoughtoraisethecosttotakeoutabundancerequest.Alongt
heselines,abundancerequestinthemarketwouldremain. 

Despitethefactthatmostextremevalueenactmentismadebythelegislaturetoimprovethewelfareo
fthegeneralpopulation,afewpeople,allthewhile,gain,whilesomelose.Makersmay lose as they 
should acknowledge lower costs. T his may compel a few makers not tocreate the ware. 
Further, a few customers lose, however not every one of; a few buyers whocan buy the 
great at a lower value remain to pick up, yet the individuals who have 
been'apportionedout'andcan'tbeartopurchasethegreatatallremaintolose. 

Now,sellerswoulddevisevariouspoliciestoallocateOQ1amongthebuyers.Firstly,sellersmay 
adopt a democratic principle of distribution i.e., the principle of ‘first-come, first-served’. 
Secondly, sellers may hoard it ‘under the counter’ and distribute it only to 
thefavouredcustomersorfriends.Normally,thesedistributionstandardswouldabsolutelyputapo
rtionofthepurchasersinadisadvantageousposition. 

The primary strategy may prompt arrangement of long lines before the shop 
accordinglymaking the likelihood of unsettling influence in the territory. Despite the fact 
that 
majorityrule,itisn'treallyreasonable.Thesecondstrategyissimilarlyunsuitabletocertainpurchas
ers,especiallytheindividualswhodon'thaveanyconnectionswiththemerchants. 

In the long run, the presence of unsatisfied interest will make a circumstance of 
'darkadvertising'.Acircumstanceofbootlegmarketisoneinwhichdealersselltheproductsoverthe 
lawful least cost stipulated by the administration. Here, to fulfill unsatisfied need 
darkadvertisers charge more expensive rates than the lawful most extreme cost.How much 
pricewillriseintheblackmarketdependsontheintensityofdemand.Buyersarereadytobuythe 

Journal of Vibration Engineering(1004-4523) || Volume 21 Issue 1 2021 || www.jove.science

Page No: 4



 

 

limited quantities, i.e., OQ1 at the price OM. Thus OM is the price charged in the 
blackmarket. In the process, black marketers stand to gain since legal maximum price is 

muchbelowtheblackmarketprice.ForOQ1 amountofgoods,buyersarewilling  to  

payOMNQ1amount. 

Of this, Pm TNM would be received by the black market price. For OQ1amount of 
goodbuyersarewillingtopayOMNQ1amount.Ofthis,PmaxTMNwouldbereceivedbytheblackma
rketers as illegal receipts. Since not all buyers can afford to pay such high illegal 
price,partofthelimitedquantitieswouldbesuppliedatcontrolledpriceandtherestatillegalprice. 

 
In this way, dark promoting rises against the scenery of restricted supplies. While trying 
todistribute constrained amounts, the legislature may think that its savvy to embrace 
anarrangement of proportioning. Under proportioning, the legislature limits utilization 
byallotting a quantity to every single individual with the goal that accessible merchandise 
canbecirculatedsimilarly. 

 
By giving proportion coupons to every single individual, government may allot 
accessiblemerchandise among individuals impartially. Consequently, apportioning might 
be 
defendedamidwarorcrisiswhenshortageofaspecificwareorproductshitstheeconomy.Attheend
of the day, proportioning might be presented at whatever point there is a deficiency 
offundamentalitems. 

 
In spite of the fact that this strategy can't satisfy every one of the needs, value control 
withproportioning may yield great outcome toward this path. In this way, value control 
andapportioning are correlative to one another. These two can guarantee strength in 
costs.Genuinely,tomakethevaluecontrolacompellinginstrument,anarrangementofproportioni
ngoughttobepresented. 

 
Notethatproportioningisregularlydependedonunderuncommoncases.Intypicaloccasions,prop
ortioningisunjustified.Oncemore,valuecontrolwithorwithoutapportioningisprobablygoingto
offerascenttoanundergroundmarket.Further,regulatorywastefulness may sneak in the 
workplaces of proportioning office. This may lessen 
theadequacyofvaluecontrolcumproportioningcomponent. 

 
PriceControl:TheMinimumPriceLegislation: 

 
The administration frequently passes law to fix the base cost or floor cost at which 
waresmight be sold. This base value enactment is acquainted by the legislature with ensure 
theinterestsofmakers,predominantlyagriculturists. 

 
At whatever point there is an accident in costs, state of wheat, because of guard 
generation,theadministrationissuesroundaboutthatnobodywouldbepermittedtosellwheatunde
rneath the stipulated cost. Such is known as the base cost. Surely, the legitimate floorcost 
fixed by the administration is kept over the balance cost controlled by the interest 
andsupplybends. 

Journal of Vibration Engineering(1004-4523) || Volume 21 Issue 1 2021 || www.jove.science

Page No: 5



 

 

The effect of floor price has been shown in the below figure. OP is the equilibrium 
pricedetermined by the intersection of DD and SS curves. Suppose, price crashes below 
OP—

therebycausinggreathardshipstoproducers.Towootheproducers,thegovernmentfixestheminim

umpriceatOPminbelowwhichnoonewillbeallowedtosell. 

 
 

MinimumPriceLegislation 

 
At this price, there occurs an ‘excess supply’ or persistent surplus measured by the 

distanceAB(=Q1Q2).Becauseofexcesssupplythepossibilityofblackmarketingdoesnotarise.Bu

tsome producers may try to sell their stocks of unsold goods at a price below OP1, of 
course,inaclandestinemanner. 

 
We have just shown that, at the price OPmin, there occurs an excess supply of Q 1Q2. 
Thegovernment,inordertosafeguardtheinterestsofproducers,maypurchaseallthequantitiesat 

the price OPmin. This will result in an increase in governmental expenditure to the tune 
ofQ1Q2BA.Thisiscalled‘subsidytotheproducers. 
In view of all these, champions of perfectly competitive market argue that the 
governmentinterventioninnormalmarketmechanismmaybringdangersintheeconomy,particul
arlyifsuchinterventionisbasedonpurediscretionratherthanonanysocio-
economicconsideration. Above all, maximum or minimum price legislation may bring 
disaster ifgovernmentmachinerybecomesinefficient. 

 
Underessentialcommodityact,allpoweremanatesfromthecentralgovernment and 
state government or the authorities subordinates to it acts asthe delegate of the 
centre within the scope of the authority assigned to it andsubject to any 
condition imposed or directions given by central 
governmentregardingtheexerciseofthedelegatedpowers.Thisenablesthegovern
mentto keep an overallcontrol over various state governments and also 
createuniformityofpracticealloverthecountry(Sengupta,2009). 
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With reference to unparalleled rise in prices of some essential commodities 
inthe mid-2006, it is necessary to take immediatesteps to alleviate the 
risingtrendofpricesofessentialcommodities.RepresentationsfromtheChiefMinister
sofPunjabandDelhiandalsofromtheGovernmentsofAndhraPradesh, Rajasthan 
and Maharashtra were received for restoration of 
powersundertheEssentialCommoditiesAct,1955forundertakingdishoardingopera
tions in view of the supposition that there is speculative holding back ofstocks 
specificallyof wheat andpulsesin expectationofmore increaseincost. 
CentralGovernmenthasalreadytakennumerousstepstocontrolthepricerise in 
essential commodities by trying to increase supply including throughimports by 
reducing the duty level on import of both wheat and pulses to zero.The situation 
of price control was re-evaluated by the Government and it wasdecided with the 
consent of the Cabinetto keep inabeyancesomeprovisionsin the Central Order 
dated 15.2.2002 for a period of six months with respect towheat and pulses so 
as to tackle the crises on availability and prices of thesecommodities. 
In order to facilitate the State Governments/UT Administrations to continue 
totakeeffectiveactionforundertakingde-
hoardingoperationsundertheEssentialCommoditiesAct,1955,thepricesituationwa
sfurtherrevisedbythe Government and it has been decided with the approval of 
the Cabinet tofurther enforce similar restrictions by keeping in abeyance some 
provisions ofthe Central Order dated 15.02.2002 for a period of one year with 
respect 
toedibleoils,oilseedsandrice,soastotackletherisingtrendofpricesaswellastoensure
availabilityofthesecommoditiestothecommonpeople.Though,ithasalsobeendecid
edthatthereshallnotbeanyrestrictionontheinter-state movement of these items 
and that imports of these items would also 
bekeptoutofthepurviewofanycontrolsbytheStateGovernments.Tosummarize,itisr
esponsibilityofGovernmentinanycountrytoensureimpartialsupplyofessentialcom
moditiestopeopleatreasonableprices.Governmenthastofixpricesofcommoditiesw
henthereishugeproductionorif there is scarcity of products. It will help to 
distribute the commodities inappropriate time torightperson. 

 
Conclusion 

 
In any case, this best case for value controls is feeble. The threat is that the painkiller 
mightbe confused with the fix. According to the general population, value controls free the 
fiscalexpert from duty regarding expansion. Thus, the weights on the fiscal expert to stay 
awayfromsubsidencemaypromptacontinuationorevenincreasingspeedofexorbitantdevelopm
entinthecashsupply.Theinvestigationofvaluecontrolsshowssignificant 
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exercises free focused markets. By analyzing cases in which controls have kept the 
valuesystemfromworking,wegainasuperiorvaluationforitsstandardstyleandproficiency.Thisd
oesnotimplythattherearenocircumstancesinwhichtemporarycontrolsmaybeeffective. 
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