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Price Controls, Taflarion aned Tnceme Digei S ! S
abetract

Price controls Ar L am oant et £ A ' I poli
Chana were intended to influence the distridition of incemce in an
egalitarian divection, lowever, they weve not well desipned to achi

..
this ot jective, for chey excluded the rost important jte of low-i
consumption, included semi-luxury 1t , and were not acccnpanicd |
formal system of wationing.

On the basis of 1970 data, horever, it appcavs that the control
largely i,noved, with only a 170 observance rate boin, ruocc d L)
evidence is prescated sursesting that a lew cbserviance rote obtained
throughout the ninetecn=-sixtice Ihe contvole were aponavently unable o
do more than slichtly moiify the outeomz of the normal interacticn of
supply and demand, and associated with this sucecc:isful assertion or t
power of the merket mechanism was an apesrently racheor efficient degre

of competition within th
had any e¢ffect at all, ¢t
but

in living standards

3

were largely impotent to

e distributive svstea. To the extent that they

he contro.s b tended to increase inequalitic

protba

the low enforcenent rate mcant that price controls

ad L

fect the of incomes in Chana,
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Durine the sistics, however
controls were proving inefioctuwal,
of January 1972 the Govers ont .
by the contiols. That Cover nbo
altogetheyr bt tha militar:s rey -
extensive pricss 1ist, stated L6 ange
including velidcle wpare parts, for
for contravoning the contrnls. 2/
that price controls wore an effvet o
Whether suely faitn vas warpantod by o
this japor; and che nedt secting
ably be expedled of a systen of pri
instituted in Chezna,

IL = What can price controls da?

The case to be analwid h re
have credted an cxcess eof corang ower
level, and vhore the Quuert. nt saisi,
on the distributicn of incor> tha
to bring d._rund .
controls, Lupert t
importers and lo e
final consumer ( n
demand for the afrfvcted goods were 14
stances be scen as an attespt to hold
obtained befure the irpositicn of i

Consider now ctha 1imits wit
The upper limit is the most obvious:

the new market=-clearing price, othiru
resources devoted to its preparaticn,
wasted. The lower limit is a litelc

not to defeat their purpcse of protec
must not be set so low that it bacor
the goods in question. Do{ininy as n
to induce supplicrs and traders to or

of the contrel prices will be that le

earned; their potential eifectivencss
on the magnitude of the wmonepoly prot

Two further points about the
that in a previous period price
destroyed by
limit of the price control is indicate

P -

8 Vo

1raorl restrticetions,

BRIl b gon B sl R ER I T
£ Y A0 R
, 1t bispa vodiebee e Qo T iesone bt hiae
i shortl= b i > iEaT
B Sl R d th 1Tee e a0 i L 1
i Lop SRl 506 oot e U
foly Loni oauer aeert EI T
PR [ i W ST ' b
23 e el i 4 Pttt
LN @ 3 Lo
Intan R A v el R R
Iodsesy i i : e f
un tho o L i e T iz
cuartrol D P ) i R R p et
s ome in wnlch Inpmart restrictioo
ubp st ap plse pre=y R el
e e a5 Ui N (1 T e L A L T e ta
S iR HOE R e Cs S %
e e e ) 2y ol o
" L) anenL sl v oinapanalal renks fox
seasulsipfehe Se o i s -
ve hold 8 the ptice o1 X
rea) ., Controls can in t -
prices at or nea., to tic taat
Yt restrictions.
hin vhich control pirices must be set.
it should bo at Lcest slishtlw bl
oo thve lcealtirnl s rodun tl

pruruloation anid enforesaent ar
less clear. If prieca controls ar
thip real inco

5 Un

oy
Lo '
vel which permits rorsal profits Lo be
in neldine dovn priciss thus d puends
its that would cotherwise accrue,
lewer limic, Pirst, (£ Lt Is ass &
at. an eguyl hyivor Lthat has now Deen
e B R RO o VORIl = G e o R i v
d by the previouns equiiibrium.  Heoo T



http:profli.ts
http:rnL1't.dt

1l
L

it
Only whe
to hold
conlrol
for
pr
exchan v
by Ghana
passae e

venl

e
L

the profila
foods beins th
might say

Lo

:ir production and distriuva
wles of consiz
vetively ernforced pric

1y bikdds ko x local

ilon.3/

3 vy oy g ooy Ayl 1 ¢ e
porte aLse fpea. prLess.,

the greatest proportion of their incomes on local

This uncertainty is incrrasad further by the fact that
of contruls el Fniy e ibo: it e Ehd eetihod el al Mocati
supplivea;, wit.oul p Woalivrsat ive raticalny deviece |
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spread over a swailer turnover and in order to protect the absolute value
of tlveir eoun veal i : an Lhis sitoaticg | prmod B8 neied i
1165 1410 OB e 6 e o Lhe prs-aes falin NI s SRR wrly this
would mot ber trpes §2F eraders sere formerls obtarnin viyanol e arer s,
Sveondly; it has to be borne in mind as a practical consideratica Luat th
nearer et pa g Lo iLhe Posor DAmity i o A N e S i e p s
cvade the contrel..,  Li.re boy es aill be o ey, e b wivesni t et i osert
low prices boine ablye to Cnrovee Lhy vontrolg, sallon wEleus t
their sclions Sl hol ol ptaharun oiifectivincss vl S drpiise Lisles |
which are a judicivas comprizise betvweovn that {a theoretically poasible
what is enforceabloe,
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Since in Gaana the coverage ol has been conling
selected list of dtewns and lBas not, for gutenicd to loe
sturlts,; it Is dorth givin: some thouzht te the frpack ot control
items Loft uncovered, @ssuming Ehe contiels ko ber effzcuive; there
remaln an uaselbis: i 5 cuntroel e ibersg
would like te s3 e frustrated [ron
by physical shor th this cxeess ol pu
' pover? It is th | v will save it all
seems more roasonable to expect them to spend most of it on other consumer
goods and sorvices., QOthov things bedng equal, this increase in derand [or
noncontrollcd soous will cause their prices to vise and will probably incs

makes Lt nuch er to be confident that controls witll influcies the Jiy-
tribution ot 2 in Ehe desired direction and, cspeciallyy that they
be epalitarian ia eifvck, for it is the pogrest memhers of socicty who spe

e list which is largely coniinzd
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is foreclian-owned, a 4 pERaey 3 i ot by _

nationai e¢coazer in the Eldir © SE I I ol e i

proportion tould o Lirited (a) v fhe wvt ac of P A ESraE . ¢

the rate of 30 in Glara) anz (b) by Ulis Fedne. 3esii of =Tofits b &

in question, and it is Guins L deda eliaied wip - s s ey e oir ESEICHT I 06 SUCE T

would be a direct, perhaps Lesausiion ination o 4 rate oL roturn Lo
: :

capital. Yorcover, the e¢xistenes o Fetcs contyals s an avel eional &
of uncertaint: Lot potenctial investursg 1 ho mas b Lo U S G ERE LI i
in a situvation in wiodch their procitabdildee is cssontlally detersineg by U

fiat of a governmaont price controller.

')

: Besides affcctiny tha ariunt of savinxy aml inwestine, ¢ atrols 14l
also be liable to influcnce th. co position of invesiroat, by provid.e

distorted set of price si-nals 48 Lo B resht oroanibing obiects of 1iest A
Because price controls tone o (AT 1w v $ s bbed '
sidered to he ¢sse L1l

in the production of this. WLS, possibiv in favorr o, ron=os, . 3%ia]

Singce Ehe coazrols apd Toa™h  th S b L N N e T

supply relat.ve to decant, such a char - in the pattern of inve
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To the extent that they were olvective, price controls cn icported coods
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This vaw ¥ U8 e B S A A Vel T RO R B SR e SR Ut D
Puport. gn esndol fomee. by G dse iy o s GROEETe e e6f T b e Ruws atellor
i [ i L (S8 ek l U . Paote b ial
o st AR 1 e b pEesontiiney Taeser gy A S o
T Lot ¢ ' [ SR (e I R (e diimistioe welpng
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Iidebnge e LE A= L enns 1 anitiie L el VT i
seers 1% by toat an offeet t VRIS ; canlarw Lt i
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cconcicic costs of such @ policy.
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anilveis sorésented above  Fomy pod
price list voll wesyind to achl
If ent e senald glly ewscrols
To vhal eal.ont ware they enforesds
incowes policy?
11T = Anprupriatensss of thoiprice lise
The list to be analvzed here is the one publishad in Novesber 1969.7/
This is ths last "plete list to have be.n publishad, altheou~h various ameni-

ments have boea issued inclulded on Lhe list

serarately specified items totals

1s sct out in Sp~ondix &, 'The
to 725 and for manv of thase several differenc prices were given, accendiaz
to thz quancity cither innorted
or locally proeecersid ey Enported rarerials e chivi exeeptions wore

matches, local wob ]
ite ]
natehets. vhich are

iy
are usced ror private 4 wr, cenaat and corrusiated shicets could be
regarded as lone=1ivoid Cropuig Wl eongiucsr pond,.  Tires and tebes do not it

neatly into any cater vrs; contrels oa tihe prices of those fCers were pPresui-

ably intended to kecp doun the cost of transporting buth poods and persons,
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Table 1

Unit Wedeht Marelh July Qety Map. Sl

Vol

-1
=

Tommortd o

1. Marparine § oz, tin 6.9 100 100 Lo 154 15%

} o 12 oz. tin 5.5 09 10 102 B e 15
3. L G oz. Ltin 29,5 00 100 i 1N 123 |

. i : ( ;
el B e A 1 1b, 200 100 10N (LOIY IRy Qo Lo

5. Piiclirds 5 oz. Lin 11.5 165 1046 135 1%  1is  1ia@
&, oz, tin  20.7 100 10 115 120 1 :

160 163 109 122

tor jrpovticd $ds = - 100 118 142 15%
9. (8) .as 6L 673 160 115 130 126

Other ro

10. Beer (lucal) 65 ctl.bott]le - 100 100 131 142 142 15%
11. Bar svas bar - 102 L0 11y 322 142 1142
12, Matehes (Focal) box - 190 167 2090 2 LSRG

Notes to Table 1 »

(a) The iter: ircluded bere constitute all those listed in Table 2 for thich & con-

tirnuous oosericd was awvailabled  The choice of dutes was largely determirsd
by the ti

iy of pricac list snoendmentss,

(b) After Loverber 1962 and before MNovember 1969 the nri
retail pricss for cranulated Since boiseen tl
price did not chinie a duszy nunber of 1UJ has been inscrted for all the
intervenin; datcs,

1o5e tio dates the xetail

been estirated from the results of a household expenditure
survey con'ucted by the Coatral burcau of Statistics in 1901-62, e.f. P.T.F.
-

Golding;, "inguiry into Mouschold fumpenditure and Consurotion... in Ghana, "

(c) These weichts have

- A % 11 i L S v .t e + A I F R S S O YT
Econciiic ietin o casng, Vol. VI, No. 4 (1462), cupecially wable 3,

(d) Febrvary 1972 index.

Soupessls Wariswe Proiec Ceaipel i fiwr Lee oY instrurents (1962 No. 3443 1683 Yon,
5 amll b e S S L L6 s Ll and L0y L96Y% Fos 1u5

L1970 ta., Foy AG7L Ras. 805 62 =ad 1972 Sos L75 Acera, Govise of Ghana).

Central Durcau of Statistics consurcer price index,




1
t—
<

1

cantrol pelerd SO ) S sl de S AE T sapee R

PAULT St ety s o ey S| T SN 5
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prices == hy Dl L SR pitl I R ] ' e
interpret, 5 L O G IS T i i (4 SN TR S U ! L i :
In'Table 1, it weuid Lo theoreiic: iy pessihle for v A Ot B G
sistent with Lhe perfoct onfor e Lk cn IR R &
is created thet che control Cre o Gl = & Jrg U e
receive suppart later.

It T FOOA=00 phat el e Teeliy el dnorty oo Ehas
May 1966 the indes stood st s (R S SCO L o I s : . .
thee oo maeedi pet ey 6o DU B eSS a0 8 etk saars il ereneds
in L906=72, Tiesd tros He SR e i : i G
be: avines el Sy dhile Ohe, et g AT LR T s
INereases 11 iy LIEss 17 vere-, & Gl < Ry e e e S
Were ablie U8 lGnere a postrn i, R R S S R A ST W U [ SO
1t counld Lo miaesd that Les et ool o v o avfoscle Tre fhgemes s ol
atid that. he Sumsrent v il ¢ Su G EL . 1 s ey .
because, crprcedalin: thuede i FEERSNy Las emditalicrs adiutited tuaiy poi
upsards pori Bncae with ooiugl arieus,

The ncxt ste then, i: o cuomine the entent to wvhich the

controls proved to be eniovel.ule.

V = Observance nnd avasien

To test the extent to «niclh retail controls twre actu.lly bei
observed, data sove tolten rrom ficidol.cts uscd in the breporation ot tf
Central O Statttesdics (GES) s r price indices ror all tlose

items on the CL3 shoots vhich colniicod wiactly, 4 to coveripeion gizdl it

with items included in thz price lisz CS pEGLsOn 2088 nadel o thel conet
Price with the actual price recosd.. be ths € raters din Ciarely LU0,
The results cre set out fw .able 2, with wétu-l t npcased as percent
of control prices. 7he vav cata are proviced in Aveonaix 4ible Al. The

month of Mireh 1970 was choson bocov-o it wwas suliicicatly loos arter th

issuance of the lNave j
been able to ascertain the now rrice L pimiy chgeatse vo far as is hpuan
trading cenditions were norril ot that tim.,~ and becauso the sicuction
was couplicated from April 1970 onard: by the issuance of a succession of
amendments to the 1969 lists,
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Item
Margarine
(a) store
(b) market

Corned beef
(2) store
(b) racket

Evapc-ated milk

(a) stera

Granulsted sugar
(ﬂ) )
(b) parket

tore

Pilchiards
(a) store
(b) market
Sacdines
(2) store

(b) market
rraltine

(a) store

(b) market
Beer (local)
Bir soap
Matches
Ghana pin

Salmeral

loss
r-uli:jh

Unwelshted mean
of above

Accra—

a/

ACLual MRICLS

af

Takoradi—

AN e

e/

- 1 C
Komenda—

Akarsi—'

Kurasi—

100
102

129
130

100
138

116

103

118

1Co
111

100
110

1Co

125

100

112

i1l
111

120

133
110
110

109

83

133

116

119
113

104

105

1G6

160

155

155

1406 -
146

95
100
103

107

1C0
107

100
111

169
160

1C0

113

P
Lo ol
[+

o
Ly L)
Vi o

St Eale=! Zoleatan-cl - = — '
127 - 100 117 g 2
125 - - 121 114 1%3
109 - 100 102 108 .
110 - 100 1C8 133 1:i0
1CD 111 111 111 183 107
10D 1il iy L 1ii 115 il
127 - - 132 L5 150
13’- - - au?. 163 :.{'3
- 135 - 155 125 126
- - - 120 123 155
100 - 100 iC3 120 103
115 115 - 1135 133 125
100 - - - 1400 1C2
160 - = 110 102 1C3
03 104 104 164 105 10%
106 122 162 124 103 i05

83

100

~J
W

(=
(5]
L)

114

[
-
[+1)

Jilis.
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Item ‘ﬁgg{ﬂi’ Eﬂkgiiglﬁf Komcndhhf Aktasi=/ Eﬂ?ﬂiﬁ“! _ ..Qigl Sunv*:i—/-ﬁolo—f Bol*t:nn?;—f Tu:uéx Soas Vadian
14, Mesian of gbove 103 102 111 119 lio 123 1Ce 111 100 115 i

15. Unwelghted mean for
stores 109 107 21 131 115 127 105 &

b
C

fd
s
(£
o
P
b
~J

16. M=dian for stores 160 . loo 116 119 100 131 100 160 114 1il

17. Unwefishited nean
3 ftor markets 137 130 . 118 125 122 128 115 - - 125 125

18, Median for marhets 133 1i1 111 119 120 136 113 115 115 )

al

Hotes: = Urban
b
H!Pu:al
C‘, EE - 1 1 r oeb 1 g BN
= Incufficient number of observations to warrant the calculation :

A dash indicates that the good in question was not in stock at the Cime of che price enumasration, B3

L]
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