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R E S E A R C H I N S I G H T

Pricedistortions
andhoarding:
Anexperiment

T H E M A I N TA K E AWAY

Under a price cap that participants knew would be lifted, the shortage rate rose
from 12% in round 1 to 34% in round 10, and the price more than doubled, from
50 to 109, once the cap ended.

W H Y T H I S S T U DY M AT T E R S

Where there are price controls, there is hoarding. Families in Venezuela stockpiled
goods during years of controls and shortages, and similar responses followed
price controls in Argentina and shortages during the COVID-19 pandemic. Yet
experimental evidence on how price distortions interact with storage has been
scarce. Castro, Martinelli and Brown model hoarding as a rational response to the
risk of rationing. Storage can arise for two different reasons: defensive storage
insures buyers against expected future rationing, while rent-seeking storage lets
them buy at a regulated price in anticipation of consuming or reselling after prices
are freed. Both lead to hoarding, but with different consequences for efficiency.

H OW T H E S T U DY WA S C O N D U C T E D

288 students at George Mason University took part in 22 laboratory sessions run
in oTree. In each two-period market, eight participants acted as buyers facing nine
automated sellers that followed equilibrium strategies; sellers’ costs quadrupled in
the second period. Buyers could purchase a second unit in period 1 and store it
for period 2 at a cost of 10. Sessions were assigned to a Free Market treatment,
an Anticipated Price Cap (a cap of 50 in period 2), or Liberalization (a cap of 50
in period 1, removed in period 2).
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Keyfindings
Four results that summarize the study’s most decision-relevant evidence.

01
Shortages only where caps bind
Shortage rates were near zero in every period without a cap,
25% in the capped first period under liberalization and 60% in
the capped second period under an anticipated cap.

02
Liberalization worsens shortages
Under a cap expected to be lifted, the shortage rate rose from
12% in round 1 to 34% in round 10, and the price rose from 50
to 109 after liberalization.

03
Too little defensive storage
Facing a future cap, buyers stored 2.31 units per market instead
of the predicted 3 and paid 73 instead of 88 to 90, much as in
the free market.

04
Price controls cost surplus
Total surplus was 701 in the free market, 647 under an
anticipated cap and 609 under liberalization, and the losses
persisted with experience.

E V I D E N C E AT A G L A N C E

34%
Shortage rate in round 10,
up from 12% in round 1

109
Average price once the cap
of 50 was lifted

-13%
Total surplus under
liberalization relative to
the free market

From evidence to action
F O R P O L I C Y M A K E R S

The consequences of a price distortion
depend not only on the transactions it
prevents today but also on the forward-looking
behavior it induces, including storage in
anticipation of tomorrow’s market.

F O R I M P L E M E N T E R S

When a cap is expected to be lifted, buyers
increasingly compete for goods at the
controlled price, and in the experiment this
environment produced the lowest total surplus.

F O R R E S E A R C H E R S

Future experiments can vary storage costs,
elicit beliefs about rationing and add strategic
sellers to explain why buyers under-respond to
anticipated rationing.

Q U E S T I O N S F O R T H E N E X T S T U DY

Why do buyers under-respond to anticipated rationing? How do storage costs change defensive and rent-seeking hoarding? How do
strategic sellers interact with hoarding?
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