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The History of Price Controls and Excess Profit Taxes: Part 2 La Loi du Maximum General — France 1793

Moving on from the Edict of Diocletian in Part 1, next up in our skim through the failed history of price controls
is “La Loi du Maximum General” or “The Law of the General Maximum” — France 1793.

A digression is in order here. You may ask, why discuss price controls when its excess profit taxes that are
being bruited by politicians? Excess profits taxes versus price controls are a distinction without a difference. By
imposing extra taxes on a provider of goods or services you have in effect retroactively set a cap on the prices
of those good and services. The net effect to the provider is as if it sold its good and services at the controlled
price with the added disincentive of not being able to plan costs or production levels in advance.

The Law of the Maximum: As you will see is a common background to price controls, the Law of the Maximum
arose when the government increasingly relied on the printing of money to fund fiscal deficits and to stimulate
the economy and then needed a scapegoat when this expedient backfired. In this instance, the National
Assembly engaged in uncontrolled issuance of paper money during the French revolution which caused inflation
for which the National Assembly was loathe to be held responsible.

The law imposed a maximum price on dozens of essential
goods & wages including “fresh meat, salt meat and bacon,
butter, sweet oil, cattle, salt fish, wine, brandy, vinegar, cider,
beer, firewood, charcoal, coal, candles, lamp oil, salt, soda,
sugar, honey, white paper, hides, iron, cast iron, lead, steel,
copper, hemp, linens, woolens, stuffs, canvases, the raw
materials used for fabrics, wooden shoes, turnips and rapeseed,
soap, potash and tobacco.”

Merchants were required to display a list of their prices. If any
exceeded the legislated maximum the merchant could be
reported and fined double the value of each overpriced item,
proceeds of the fine paid to the informer (imagine the incentive
that created).

The Result: The law made the problems worse — a recurring
outcome with price control legislation. Food producers lowered
their production or even halted completely, while those who

il S ' . continued to produce tended to build their inventories rather than
sell at the fixed price which was often below the cost of production. Food shortages occurred throughout the
country.

Next Up — Part 3: Nixon 1970 Price Control Act - Executive Order 11615 - Providing for Stabilization of Prices,
Rents, Wages, and Salaries - pursuant to the Economic Stabilization Act of 1970.
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Our reports, including this paper,
express our opinions which have been
based, in part, upon generally available
public information and research as
well as upon inferences and deduc-
tions made through our due diligence,
research and analytical process.

The information contained in this pa-
per includes information from, or data
derived from, public third-party sourc-
es including industry publications, re-
ports and research papers. Although
this third-party information and data is
believed to be reliable, neither Equicap-
ita Income Trust, Equicapita Income
LP, Equicapita Income GP. Ltd. and
Equicapita Investment Corp., nor it
agents (collectively “Equicapita”) have
independently verified the accuracy,
currency or completeness of any of
the information and data contained in
this paper which is derived from such
third party sources and, therefore,
there is no assurance or guarantee
as to the accuracy or completeness
of such included information and
data. Equicapita and its agents hereby
disclaim any liability whatsoever in
respect of any third-party information
or data.

While we have a good-faith belief in
the accuracy of what we write, all such
information is presented “as is,” with-
out warranty of any kind, whether ex-
press or implied. The use made of the
information and conclusions set forth
in this paper is solely at the risk of the
user of this information. This paper is
intended only as general information
presented for the convenience of the
reader and should not in any way be
construed as investment or other
advice whatsoever. Equicapita is not
registered as an investment dealer
or advisor in any jurisdiction and this
report does not represent investment
advice of any kind. The reader should
seek the advice of relevant profession-
als (including a registered investment
professional) before making any
investment decisions.

The opinions and views expressed
in this paper are subject to change
or modification without notice, and
Equicapita does not undertake to up-
date or supplement this or any other
of its reports or papers as a result of
a change in opinion stated herein or
otherwise.
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