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                    Abstract
The welfare impact of price controls is examined here in an exchange economy where agents may need to queue in order to make a transaction. Time spent in the queue is an endogenously-determined transaction cost, which agents take as given and which adjusts so as to clear markets when prices are prevented from performing this function. When queuing is required, it enters the household’s decision as a fixed cost, rather than increasing in proportion to the amount of good exchanged, as is far more common in the previous literature. Existence of competitive equilibrium is established for this general equilibrium model. Price controls are shown to cause notable inefficiencies, which differ from those of a proportional cost model. Moreover, in certain environments, price controls will unambiguously harm all individuals relative to a Walrasian equilibrium.



                    
    


                    
                        
                            
                                
                                    
                                        
                                    
                                    
                                        This is a preview of subscription content, log in via an institution
                                    
                                    
                                        
                                     to check access.
                                

                            

                        

                        
                            
                                
                                    Access this article

                                    
                                        
                                            
                                                
                                                    Log in via an institution
                                                    
                                                        
                                                    
                                                
                                            

                                        
                                    
                                    
                                        
We’re sorry, something doesn't seem to be working properly.
 Please try refreshing the page. If that doesn't work, please contact support so we can address the problem.



                                    

                                    
                                        Institutional subscriptions
                                            
                                                
                                            
                                        

                                    

                                

                            
                        

                        
                            
                        

                    

                    
                        
                    


                    
                        
                            
                                
        
            
                Similar content being viewed by others

                
                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Reordering an existing queue
                                        
                                    

                                    
                                        Article
                                         Open access
                                         18 April 2017
                                    

                                

                                Youngsub Chun, Manipushpak Mitra & Suresh Mutuswami

                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Queueing Theory in the Context of Shared Resources
                                        
                                    

                                    
                                        Chapter
                                        
                                         © 2020
                                    

                                

                                
                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Recent developments in the queueing problem
                                        
                                    

                                    
                                        Article
                                        
                                         13 February 2019
                                    

                                

                                Youngsub Chun, Manipushpak Mitra & Suresh Mutuswami

                            
                        

                    
                

            
        
            
        
    
                            
                        
                    

                    

                    

                    References
	Alexeev, M.: If market clearing prices are so good then why doesn’t (almost) anybody want them?. J Comp Econ 15, 380–390 (1991)
Article 
    
                    Google Scholar 
                

	Aumann, R.: Existence of competitive equilibria in markets with a continuum of traders. Econometrica 34, 1–17 (1966)
Article 
    
                    Google Scholar 
                

	Barzel, Y.: A theory of rationing by waiting. J Law Econ 17, 73–95 (1974)
Article 
    
                    Google Scholar 
                

	Boycko, M.: When higher incomes reduce welfare: queues, labor supply, and macro equilibrium in socialist economies. Q J Econ 107, 907–920 (1992)
Article 
    
                    Google Scholar 
                

	Bucovetsky, S.: On the use of distributional waits. Can J Econ 17, 699–717 (1984)
Article 
    
                    Google Scholar 
                

	Cheung, S.: A theory of price control. J Law Econ 17, 53–71 (1974)
Article 
    
                    Google Scholar 
                

	Deacon, R., Sonstelie, J.: Price controls and rent dissipation with endogenous transaction costs. Am Econ Rev 81, 1361–1373 (1991)

                    Google Scholar 
                

	Drèze, J.: Existence of an exchange equilibrium under price rigidities. Int Econ Rev 16, 301–320 (1975)
Article 
    
                    Google Scholar 
                

	Drèze, J., Müller, H.: Optimality properties of rationing schemes. J Econ Theory 23, 131–149 (1980)
Article 
    
                    Google Scholar 
                

	Holt, C., Sherman, R.: Waiting-line auctions. J Polit Econ 90, 280–294 (1982)
Article 
    
                    Google Scholar 
                

	Kornai, J., Weibull, J.: The normal state of the market in a shortage economy: a queue model. Scand J Econ 80, 375–398 (1978)
Article 
    
                    Google Scholar 
                

	Nguyen, T., Whalley, J.: Equilibrium under price controls with endogeneous transaction costs. J Econ Theory 39, 290–300 (1986)
Article 
    
                    Google Scholar 
                

	Nguyen, T., Whalley, J.: General equilibrium analysis of price controls: a computational approach. Int Econ Rev 31, 667–684 (1990)
Article 
    
                    Google Scholar 
                

	Osband, K.: Economic crisis in a shortage economy. J Polit Econ 100, 673–690 (1992)
Article 
    
                    Google Scholar 
                

	Polterovich, V.: Rationing, queues, and black markets. Econometrica 61, 1–28 (1993)
Article 
    
                    Google Scholar 
                

	Sah, R.: Queues, rations, and market: comparisons of outcomes for the poor and the rich. Am Econ Rev 77, 69–77 (1987)

                    Google Scholar 
                

	Stahl, D.: Fixed-costs queues and price dynamics. Duke University, Working Papers in Economics 85-09 (1985)

	Stahl, D.: Queue rationing and price dynamics. Scand J Econ 89, 469–485 (1987)
Article 
    
                    Google Scholar 
                

	Stahl, D., Alexeev, M.: The influence of black markets on a queue-rationed centrally planned economy. J Econ Theory 35, 234–250 (1985)
Article 
    
                    Google Scholar 
                

	Suen, W.: Rationing and rent dissipation in the presence of hetrogeneous individuals. J Polit Econ 97, 1384–1394 (1989)
Article 
    
                    Google Scholar 
                

	Weitzman, M.: Price distortion and shortage deformation, or what happened to the soap?. Am Econ Rev 81, 401–414 (1991)

                    Google Scholar 
                


Download references




Author information
Authors and Affiliations
	Department of Economics, Brigham Young University, 149 FOB, Provo, UT, 84602, USA
Brennan C. Platt


Authors	Brennan C. PlattView author publications
You can also search for this author in
                        PubMed Google Scholar





Corresponding author
Correspondence to
                Brennan C. Platt.


Additional information
The author thanks Beth Allen, Chris Phelan, and Jan Werner for their valuable guidance on this work, as well as Michael Magill, Martine Quinzii, Val Lambson, Nuray Akin, participants of the 2005 Midwest Economic Theory Conference, and members of the Mathematical Economics Workshop at the University of Minnesota. This work also benefited from the thoughtful comments of an anonymous referee. Partial funding came from NSF grants DMI-0070257 and DMI-0217974.


Rights and permissions
Reprints and permissions


About this article
Cite this article
Platt, B.C. Queue-rationed equilibria with fixed costs of waiting.
                    Econ Theory 40, 247–274 (2009). https://doi.org/10.1007/s00199-008-0371-7
Download citation
	Received: 03 April 2007

	Accepted: 10 April 2008

	Published: 29 April 2008

	Issue Date: August 2009

	DOI: https://doi.org/10.1007/s00199-008-0371-7


Share this article
Anyone you share the following link with will be able to read this content:
Get shareable linkSorry, a shareable link is not currently available for this article.


Copy to clipboard

                            Provided by the Springer Nature SharedIt content-sharing initiative
                        


Keywords
	Queue rationing
	Price controls
	Endogenous fixed cost

JEL Classification
	D45
	D51
	D61
	P22








                    
                

            

            
                
                    

                    
                        
                            
    

                        

                    

                    
                        
                    


                    
                        
                            
                                
                            

                            
                                
                                    
                                        Access this article


                                        
                                            
                                                
                                                    
                                                        Log in via an institution
                                                        
                                                            
                                                        
                                                    
                                                

                                            
                                        

                                        
                                            
We’re sorry, something doesn't seem to be working properly.
 Please try refreshing the page. If that doesn't work, please contact support so we can address the problem.



                                        

                                        
                                            Institutional subscriptions
                                                
                                                    
                                                
                                            

                                        

                                    

                                
                            

                            
                                
    
        Advertisement

        
        

    






                            

                            

                            

                        

                    

                
            

        

    
    
    


    
        
            Search

            
                
                    
                        Search by keyword or author
                        
                            
                            
                                
                                    
                                
                                Search
                            
                        

                    

                
            

        

    



    
        Navigation

        	
                    
                        Find a journal
                    
                
	
                    
                        Publish with us
                    
                
	
                    
                        Track your research
                    
                


    


    
	
		
			
			
	
		
			
			
				Discover content

					Journals A-Z
	Books A-Z


			

			
			
				Publish with us

					Publish your research
	Open access publishing


			

			
			
				Products and services

					Our products
	Librarians
	Societies
	Partners and advertisers


			

			
			
				Our imprints

					Springer
	Nature Portfolio
	BMC
	Palgrave Macmillan
	Apress


			

			
		

	



		
		
		
	
		
				
						
						
							Your privacy choices/Manage cookies
						
					
	
						
							Your US state privacy rights
						
						
					
	
						
							Accessibility statement
						
						
					
	
						
							Terms and conditions
						
						
					
	
						
							Privacy policy
						
						
					
	
						
							Help and support
						
						
					


		
	
	
		
			
				
					
					44.192.45.10
				

				Not affiliated

			

		
	
	
		
			[image: Springer Nature]
		
	
	© 2024 Springer Nature




	






    