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By Noah Smith
Bloomberg Opinion

“What happened to the soap?” 
That’s what many Americans may 
be thinking as they wander forlornly 
through the aisles of local grocery 
stores (always careful, of course, to 
maintain a 6-foot distance from other 
customers). Fresh food may be abun-
dant, but the necessities of a disease 
quarantine — hand soap, sanitizer, 
toilet paper and so on — are increas-
ingly hard to fi nd. For some items, 
such as peanut butter, this isn’t much 
of a problem. But for soap, hoarding 
could set back the country’s ability to 
suppress the coronavirus by making 
it harder for people to clean their 
hands — which medical profes-
sionals say is important to prevent 
the disease from 
spreading.

As it happens, 
economists have 
been thinking 
about the problem 
of hoarding for 
a while. In 1991, 
the late Harvard 
University econ-
omist Martin 
Weitzman wrote a 
paper called “Price 
Distortion and 
Shortage Deforma-
tion, or What Hap-
pened to the Soap?”, in which he tried 
to model why stores in the Soviet 
Union seemed chronically low on this 
crucial consumer good. (The USSR 
didn’t need a pandemic to run out of 
the basics!)

To analyze shortages, Weitzman 
tossed out the classic assumption that 
supply and demand simply match 
each other as if by magic. Instead, 
he modeled a more realistic process 
in which consumers buy a certain 
amount of something and then use 
it up over time, then go buy more. 
He found that shortages caused by 
government price distortions can be 
self-reinforcing — the more people 
have to wait in line or hunt around 
to fi nd soap, the more soap they’ll 
stock up on when they fi nally do get a 
chance to buy. Hoarding only makes 
the shortage more acute.

Weitzman’s example is simple, 

but the existence of complex modern 
supply chains can magnify the 
problem. Simple models show that a 
small distortion in demand can cause 
suppliers to hoard their inventory.

Weitzman’s solution — as one 
might expect from an economist con-
templating Soviet failures — was to 
simply let prices rise until the ineffi -
cient hoarding behavior disappeared. 
But the soap shortages now facing 
Americans are not caused by gov-
ernment attempts to hold down the 
price of the good; they’re caused by 
a combination of psychology and 
rational precaution. On the rational 
side, going to the store less frequently 
means a lower chance of getting 
infected. And in the event that the 
viral outbreak gets so severe that gov-
ernments are forced to close many 

stores, the market system may break 
down, forcing people to wait in long 
and potentially hazardous lines at 
government distribution centers for 
soap and toilet paper.

Meanwhile, the epidemic has cre-
ated a sense of panic that makes 
people stock up on necessities in 
order to feel a little safer and more in 
control. Experimental studies suggest 
that rational worry and emotional 
panic amplify each other in hoarding 
situations. And even a small number 
of irrational hoarders can force more 
level-headed buyers to clean out the 
shelves preemptively.

In fact, my Bloomberg Opinion 
colleague Scott Kominers has argued 
that in a situation like the present 
one, price controls will actually make 
society better off by preventing price-
gouging behavior. If there’s going to 
be hoarding, one might as well put 

the rich and poor on a level playing 
fi eld.

But this also doesn’t seem like a 
satisfactory solution. Forcing down 
the price of soap might allow poor 
people in on the hoarding game, but 
it’s unlikely to stop hoarding itself. 
The soap shelves will still be bare, 
which will pose a public health risk 
by making it harder for consumers 
who missed out on the rush to wash 
their hands. To ensure that everyone 
has soap, the shortage itself must be 
relieved.

Weitzman’s model suggests 
two ways to accomplish that. First, 
because hoarding is caused by the 
diffi culty of hunting around for sup-
plies, providing information can help 
stop the behavior. Cities can set up 
websites or apps where every store 

has to report how 
much soap it has 
on the shelves, and 
provide this infor-
mation freely to all 
consumers. This 
will quiet people’s 
fear of being forced 
to search far and 
wide for the places 
that still have soap, 
making them less 
likely to buy huge 
amounts all at once.

Second, stores 
need to ration how 

many bars or bottles of soap cus-
tomers are allowed to buy. That will 
make it harder for both irrational 
hoarders and rich people to buy up 
all available supplies. (Citywide 
rationing systems would be even 
more effective, but this would take 
time to implement.) Secure in the 
knowledge that other people won’t be 
able to hoard, rational consumers will 
feel less pressure to stock up.

Even these measures won’t make 
shortages disappear; the U.S. simply 
wants a lot more soap than it wanted 
a few weeks ago. But they can help 
short-circuit the ineffi cient hoarding 
behavior that’s keeping shelves bare 
and hands dirty.

Noah Smith is a Bloomberg 
Opinion columnist. He was an assis-
tant professor of fi nance at Stony 
Brook University, and he blogs at 
Noahpinion.

T
he question is not so much if there will be 
a special session of the Oregon Legisla-
ture but when. Legislators will undoubt-

edly take action on the state’s reaction to the new 
coronavirus.

They should also debate the kicker refund and 
the corporate activity tax.

Families and businesses will feel the impacts of 
COVID-19 in their wallets. Some people will not 
be able to work. Some businesses may fail. And 
while the federal government may come through 
with some help, the state legislators need to debate 
what they can do.

State Rep. Cheri Helt, R-Bend, has put one idea 
on the table: Legislators could change how the 
kicker refund gets returned to taxpayers. Her idea 
is to switch it back to a tax refund check — and 
Oregonians would get it by Memorial Day.

Oregon’s kicker law is, well — unusual. State 
law requires the state to refund the full amount 
of excess revenue to taxpayers when general 
fund revenue exceeds the forecasted amount by 
more than 2% for a biennium. That money is now 
returned through a tax credit on odd-numbered 
year returns. If you want to fi nd out how much 
you may get back, you can go oregon.gov/dor and 
click on “What’s my kicker?”

“State government is sitting on $1.6 billion of 
Oregonians money that will do more good in the 
hands of families than stashed away in a Salem 
vault,” Helt said. “The Legislature should lead 
now to help families and small businesses weather 
this fi nancial storm.”

Then there’s the corporate activity tax. It 
will raise about $1 billion a year for schools, 
which is nice. It has had, though, an interesting 
implementation.

All that money must come from somewhere. 
The Legislature chose to levy the tax on busi-
nesses. The tax “shall equal $250 plus the product 
of the taxpayer’s taxable commercial activity in 
excess of $1 million for the calendar year multi-
plied by 0.57%.” There are several complications. 
The rules for the tax are not even fi nalized. The 
way the tax is written will allow taxes to be paid 
on taxes. And here’s the kicker — so to speak — 
businesses must pay the tax even if they are not 
profi table.

So as the economy sputters due to the impact 
of the coronavirus the state is going to do some 
piling on — unless — unless legislators do some-
thing about it.

Unsigned editorials are the opinion of the Baker 
City Herald. Columns, letters and cartoons on this page 
express the opinions of the authors and not necessarily 
that of the Baker City Herald.
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Put kicker on 
agenda for 
special session

Limit hoarding and keep America’s hands clean

“The epidemic has created a sense of panic that 
makes people stock up on necessities in order to 
feel a little safer and more in control. Experimental 
studies suggest that rational worry and emotional 
panic amplify each other in hoarding situations. 
And even a small number of irrational hoarders 
can force more level-headed buyers to clean out 
the shelves preemptively.”


