$1,046 billion.) It was forgotten that it the
putative GNP of 1971 had been stated in terms ot
dollars at their purchasing power in 1958 this
1971 GNP would have come to only $740 billion,
and if stated in terms of the dollar’s purchasing
power in 1939 would have come to only $320
billion.

Yet monetary expansion is everywhere today
—in every country and in the International Mon-
etary Fund with its SDR’s—the official policy.
[ts inevitable effect is rising prices. But rising
prices are not popular. Theretore governments
torbid prices to rise.

And this price control has the enormous polit-
ical advantage of deflecting attention away from
the government’s own responsibility for creating
inflation, and by implication puts the blame for
rising prices on the greed of producers and

sellers.

Price Control

The record of price controls goes as far back
as human history. They were imposed by the
Pharaohs of ancient Egypt. They were decreed
by Hammurabi, king of Babylon, in the eight-
eenth century B. C. They were tried in ancient
Athens.

In 301 A. D., the Roman Emperor Diocletian
issued his famous edict fixing prices for nearly
eight hundred different items, and punishing
violation with death. Out of fear, nothing was
offered for sale and the scarcity grew tar worse.
After a dozen years and many executions, the
law was repealed.
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In Britain, Henry III tried to regulate the
price of wheat and bread in 1202. Antwerp en-
acted price-fixing in 1585, a measure which some
historians believe brought about its downtfall.
Price-fixing laws entorced by the guillotine were
also imposed during the French Revolution,
though the soaring prices were caused by the
revolutionary government’s own policy in is-
suing enormous amounts of paper currency.

Yet tfrom all this dismal history the govern-
ments of today have learned absolutely nothing.
They continue to overissue paper money to stim-
ulate employment and “economic growth”; and
then they vainly try to prevent the inevitable

soaring prices with ukases ordering everybody
to hold prices down.

Harmful Intervention

But though price-fixing laws are always tutile,
this does not mean that they are harmless. They
can do immensely more economic damage than
the inflation itself. They are harmful in propor-
tion as the legal price-ceilings are below what
unhampered market prices would be, in propor-
tion to the length of time the price controls re-
main in eftect, and in proportion to the strictness
with which they are enforced.

For it the legal price for any commodity,
whether it is bread or shoes, is held by edict
substantially below what the tree market price
would be, the low fixed price must overencourage
the demand for it, discourage its production, and
bring about a shortage. The profit margin in mak-
ing or selling it will be too small as compared
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