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Article
Coronavirus: The psychologyofpanic buying

Amid the coronavirus outbreak, people are flocking to
supermarkets worldwide — but are they simply preparing, or
irrationally panicking?

Last Saturday afternoon. Kristina Moy decided to swing by her local supermarketin the US
city of Seattle to pick up some weekly groceries and supplies for her son’s upcoming baseball
tournament.

What started as a quick errand turnedinto a three-hour ordeal navigating checkout lanes
packed with hundreds of shoppers stocking up amid the outbreak of coronavirus.

Moy. aresident of Washington state. was well aware GovernorJayInslee had that day

declared a state of emergency following the announcement of the first US death related to
Covid-»a.

“For themost part. people were understanding andrelatively calm. But patience was

definitely starting to grow thin.” says Moy. who tweeted images of long queues and people
with trolleys loaded with bottled water .

“Toilet paper and milk were flying off the shelves faster than I could count. and carbonated
water was justaboutempty.”
Moy isn't the only one to experience long queues and empty shelves. Mass demand forrice

and instant noodlesin Singapore prompted Prime Minister Lee Hsien Loong to assure the
publicthere was enough togoaround. In Auckland. New Zealand. supermarket spending shot
up ¢+/last Saturday compared to the same day ayear ago. And shoppersin Malaysia

wanting to pad “pandemicpantries” - grocery hoards to fill people’s kitchens until the crisis
diesdown -havedrivenan A. .7 increase in weekly hand sanitiser sales. (All of those places

have confirmed cases of Covid-14.)

These arethereal-world consequences of panic buying -a phenomenon that happensinthe
face of acrisis that can drive up prices and take essential goods out of the hands of people
who need them most (such as face masks for healthworkers).

Sowhydo people doits Experts say the answer lies in a fear of the unknown . and believing

that a dramatic event warrants a dramatic response -even though. in this case. the best
response is something as mundane as washing your hands.
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The downsides of panicbuying

With eventslikeloomingnaturaldisasters. such as a hurricane or flood. people frequently
stock upwithemergencysupplies.

“Itis rationaltoprepareforsomethingbad thatlooks likeiitis likely to occur.” says David

Savage.associateprofessorofbehavioural and microeconomics at the University of
NewcastleinAustralia.who'swrittenaboutthe rationality behind stockingup in a crisis.
However: “Itisnotrationaltobuys . . cans of baked beans for what would likely be a two-
week isolationperiod.”

Thistypeofbehaviourcanmakeshortages worse -like. for example. when Hurricane

Harveyhitoil-richHouston.Texasiny«\v. Precautions taken by refineries. aswell as
eventualflooding.temporarilystalledthe supply of petrol and diesel in the US. Thatwas
expected.buttheproblemgotworsewhen people flocked to petrol stations and panic-filled
their cars.contributingtoatwo-yearhigh in petrol prices.

Irrationalstockpilingcanalsoleadtoprice gouging. says Steven Taylor. a professorand

clinicalpsychologistattheUniversityof British Columbia. and the author of The Psychology
of Pandemics. “Ifthepriceofarolloftoilet paperis tripled. that’'s seen asa scarcer
commoditytoacquire .whichcanleadto anxiety.” he says.

There have been plenty of examples of price gouging in response to Covid-14 -reports have
found a y.-pack of face masks costing more than $1.. on ecommerce sites such as eBayand
Etsy. These high prices have caused companies to putmeasures in place to stop speculators
taking advantage of a spikeindemand. On Tuesday. for example. Amazon announced it
removed over a million basic-needs products for misleading claims and price gouging. British
pharmacy chains Boots and LloydsPharmacy both announced on Tuesday that they would
restrictsales of hand sanitiser to just two bottles per customer.

The supply of face masks has also been strained. The US government has recommended
people stop buying them -not only because surgical masks aren’t sufficient protection from
Covid-ya. butbecause there maynotbe enough for healthcare professionals who need them
todotheir jobs.

Thefactthat supply-chain juggernautChinais at the centre of the spread of coronavirus has

exacerbated panic buying. says Ben Oppenheim. senior director at San Francisco-based
infectious disease research firm Metabiota.

“Alot of the narrative has focusedon the disruption of global production and supply chains.

There's uncertainty about whetherwe'll see shortages in medicines. masks and other
consumables. and thatuncertaintyneeds to get clarified and addressed.” he says.

The psychology of panic buying
There’saclear difference betweendisaster preparation and panic buying. says Taylor.

Inthe case of ahurricane or flood.most people have a fairidea of the items they may needin

the event of a blackout orawatershortage. Butsinceit’sunclear at this stage justwhat
effects Covid-1a will have. there’sa lot of uncertainty driving this spending.
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Panicbuying. Taylor says. is fuelled by anxiety. and a willingness to go to lengths to quell
those fears: like queueing for hours or buyingway more than you need.
We've seen this before throughout history. Back in vaty during the Cuban missile crisis.

when nuclear war seemed imminent. American families filled their basements with enough
canned goods and bottled water to survive an atomic blast.

Then therewas YyKat the turn of the millennium. Amid fears that a catastrophic glitchwhen

computers’internal clocksresetto “..” fortheyear ... could crash global markets or send
missiles flying. people didn’tjust hoard lots of nonperishables and bottled water. but money.
too-inaaa. theUS Treasury was ordered to printan extra $o-bn in the expectation that
people would withdraw and stockpile cash.

Panic buying helps people feelin control of the situation. expertssay.

“Under circumstances like these. people feel the need to do something that’'s proportionate to
what they perceiveis the level of the crisis.” Taylor says. “We know that washing your hands
and practicing coughing hygieneis all you need to do at this point.

“Butfor many people. hand-washing seemstobetooordinary. Thisis a dramatic event.
thereforeadramaticresponseisrequired. sothatleadsto people throwing money atthingsin
hopes of protecting themselves.”

Oppenheim agrees. “It's probably true that panic buyingis ultimately a psychological
mechanismto deal with our fear and uncertainty« a way to assert some control over the
situation by takingan action.”

Savage also pointsto another principle at play: lossaversion. It'sthe idea that you don’t want

tomissout. “Losing s\ feelsworsethanwinning sy.+."” hesays. “If we later realise that

we needed thetoilet paper andwe didn't getitwhen we had the chance. we will really feel
bad.”

Finally. herd mentality also adds to this behaviour. The experts say the fact that panic buying
ishappeningatallcan prompt people to participate.
“dPanicbuying isig getting excessive playin social media and news media. and thatamplifies

the sense of scarcity. which worsens the panicbuying.” Taylor says. “There’s these snowball
effects of a furtherincreased sense of urgency.”

“If everyone else ontheTitanicis running for thelifeboats. you're going torun too.

regardlessif the ship’ssinking or not.” he says.
Anaturalreactions

Someresearchersthinkthe “panic” labelused can be abit misleading. however. and that true
“panic”israre. reservedfor situations where death isimminent.

“Panicisasubjective. emotional state. and mostly whatwe can observeisthe behaviour.”

says Oppenheim. “Maybe someone reads articles or a couple of tweets about supply chain
disruptionsin Chinaand mask shortagesin Hong Kong. and then makes averyreasoned
decision to stock up on masksjustin case. Allwe can infer from the purchasing is the timing.
soit could look panicky even ifit's well thought through .”
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Joffe.a
professor of psychology at University College London.
“In order to face the threatening unknown. people draw on what they already know

about
§8§g}j§1‘ggy similar threats.” she says. She mentions how some have linked Covid-14

different coronavirus which generated global headlines of its own backin y..v. She

points
gg}st\%tiﬁaere were fewer cases. but more fatalities proportionately. “So. links to

attenuate w@sorgg dampen one’s sense of risk. Others have linked it to the Black

Death. which. of
course. would amplify the sense of risk.”

The critical ingredient is good information. Oppenheim says. “If we can address

publicfears
and uncertainty. we can potentially reduce panic and last-minute buying.”
The alternatives to panic buying

Abetter planthan panicbuying would be to be preparedall year round for possible
ﬁ{gggq)e;ggisegfor crises. It's also worth keeping everyone else’s needs in mind as
events unfold: stock up on what you and your family need. but avoid the urge to

hoard
Spa%%flljgupplies to fill a doomsday bunker. Because when individual panic buying

collectively. that’'s what can lead to price gouging. or low supplies for high-risk

individuals
who need things like face masks more than the general population does.

It's also worth noting that quality sources of information are always vital for

avoiding
gwalﬂggaéand falsities. In Japan. social media rumours erroneously claimed toilet
paper supplies were running low as China would no longer export these products.

Tostop
P@Wi%é‘.mj”g‘ local officials and industry associations had to make statements

people that almost all toilet and tissue paper was locally manufactured and there

were plenty
of supplies.

“Anxiety needs to be acknowledged and managed.” Joffe says. “We do notwant
EQ{E‘MH@%{‘W‘ but high levels of anxiety are not useful to prepare d@sorig prevent

Perhaps. ifyou're feeling compelled to panic buy. it might be worth asking whatitis
you're

[)%?\%Bgraid of. “If people are really getting distressed and anxious about this. then
they should seek out help from a mental health professional.” Taylor says.

As for the shoppers on the ground who are just trying to do their weekly family

groceryrun.

istina Moy in Seattle shelear rdway h odealwiththethronggof
s ibonGinics.8ry
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“Next time. Iwould definitely wait for the crowds to die down or simply order my supplies
from Amazon.” she says. “Itwas a three-hour experienceIreally don’tever wanttodo
again.”
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Commentary

This article discusses the effect Covid-19 has on supermarket spending and how scarcity and
the fear of it led to worsened shortages in the market. Since resources are scarce, no one is

able to satisfy all their needs, affecting all stakeholders as everyone wants to maximise their
utility. The pandemic resulted in sharp shifts of demand whilst supply levels took more time
to adjust leading to an increase in prices or shortages of goods.

A reason for a price increase is that demand has heightened due to an increase in the
number of consumers whilst supply has stayed the same.

An example of this issue happened in Singapore when rice and instant noodles saw a mass
increase in demand due to the fears of Covid-19. Also, many were fear-hoarding these
goods, worsening the effects of changes in price as more demand is created.

Demand for rice and noodles in Singapore
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The diagram above depicts the increase in actual demand for this good. We can determine
that the increase in demand for rice and noodles changes the actual demand as there are
more people buying this good, a non-price determinant of demand. Even though more food
isn’t needed, consumers believe that they need irrational amounts of this good as they are
in a crisis-situation, even if they are unable to consume it.

On the diagram, there is a shift from D1 to D2 in actual demand. If price stayed at P1, there
would be a shortage, shown as the distance between the supply curve and the demand
curve2 when price is at P1. This means that a new market equilibrium (E1 to E2) has to be
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found so that supply and demand have the ability to be equal to each other to make sure that
an excess quantity demanded does not happen. If the price didn’t change, shortages would
occur as producers would not be able to keep up with the excess quantity demanded of the
good. This acts as a signal for producers to raise the prices to ration goods so that only those
who can pay for them can get them, leading to a decrease in quantity demanded,
subsequently, removing the shortage.

This article also suggests that errors in the economic normal standard of thinking occur.
Usually, it is assumed that consumers always make rational decisions but recently, it has
become apparent that this is not the case. Availability refers to the information that is most
recently available to the consumer, even though it might not be the best or most correct
information. In the 21st century, social media has shifted how consumers gain and use
knowledge to make economic decisions. One might see a post that a potential supply
disruption of face masks from China could occur and might decide to buy more face masks in
fear of a possible shortage as they have bounded rationality, satisficing with the information
they’ve viewed. However, shortages are negatively affected by this as unnecessary demand is
created, meaning that producers are unable to supply enough. Another way consumers act
irrationally is that they anchor irrelevant information they have, since new information is
scarce, to make economic decisions. Since no one knew the course of the pandemic, linking it
to previous pandemics seemed logical, like the Black Death. Doing this exaggerates the
reaction a consumer has, leading to more dramatic decisions taking place resulting in a
hoarding of necessities, further increasing the scarcity and demand of goods.

To evaluate, the main stakeholders affected by such a shortage are the consumers and
producers. Unfortunately, the consumers are not benefitting from this shortage sinceprices
will increase as producers can raise their total revenue. This results in a decreased
purchasing power for the consumer as more of their income is spent on necessities like
food, which cannot be substituted. On the contrary, if prices don’t increase, there willbea
shortage leading to queuing for consumers to purchase necessities as the level of supply
simply does not meet its demand.

Total revenue for producers selling goods with inelastic demand (food)
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The effects of the pandemic are beneficial for the producer as the shortage regards food,
which has price inelastic demand since food is a necessity for human life. The diagram above
shows why food producers would benefit from a price increase. As illustrated, when moving
from P1 to P2, what the producer gains in total revenue (area B) is larger than what they
would lose (area C). This shows that producers will increase their prices since their new total
revenue is greater than before, meaning that they could benefit from this shortage, even if a
surplus of their good occurs. Increasing the price of the good would also allow for proper
rationing to take place, meaning that the shortage would diminish as those who can afford

it, are able to buy it, and supply is capable in meeting the demand.
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