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A B S T R A C T  
 

The COVID-19 also known as coronavirus pandemic, is an ongoing 

pandemic caused by severe acute respiratory syndrome coronavirus 2 

(SARS-CoV-2).  As latest update, 13
th

 December 2022, 650 million 

cases have been reported worldwide, with nearly 6.65 million deaths 

recorded so far. It is expected the cases will be increased in the future. 

With pandemic COVID-19 still ongoing, the cases keep increasing, it 

has affected economies globally, including Malaysia. In Malaysia, from 

microeconomics perspective, COVID-19 has led to a surge in demand 

for healthcare particularly face masks. Tremendous demand for face 

masks leads to government-imposed price control, which government 

enforced price ceiling for face masks. Furthermore, panic buying in 

Malaysia is led to disruption in demand and supply distribution 

systems. This kind of behaviour related to game of theory in 

microeconomics point of view that indirectly contribute to disruption in 

demand and supply, which leads to bullwhip effect in Malaysia.  
 

 

INTRODUCTION 
 

According to Elengoe (2020), the first case of 

coronavirus or prominently known as COVID-19 

was reported in Malaysia was on 25
th

 January 2020. 

This statement also reported by the World Health 

Organization, (World Health Organization, 2020). 

This infectious disease was started by the end of 

2019, roughly on December, whereby an 

occurrence took place in Wuhan City, Hubei 

Province, China, since December 2019. This virus 

is recognized to cause respiratory infections in 

humans. Unfortunately, unlike any other diseases 

that we experienced; this virus had widely spread to 

other countries as fast as lighting as compared to 

others.  

Without warning, this virus rapidly spread to other 

countries such as Europe, Asia, Africa and even 

including small island. Due to the unprecedented 

and uncontrollable situation happened around the 

world, the World Health Organization (WHO) had 

classified this circumstance as a pandemic on 11
th

 

March 2020, cited by Cucinotta, D., & Vanelli, M. 

(2020). 

As the cases keep increasing around the world, 

many countries decided to take a rigid way, such as 

lockdown, closing the border or preventing the flow 
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of people and products crossing the borders around 

the world, including Malaysia. This can be seen in 

this situation; Europe countries such as Italy, Spain, 

UK, and others, enforce a national lockdown to 

prevent COVID-19 getting worst. Korea on the 

other hand, according to Lee et al. (2020) align with 

report cited by Dighe et al. (2020), instead of 

enforce lockdown, they steadily controlled the 

transmission by approaching regimented masking, 

conducting vigorous testing as well as conducting a 

highly technology contract tracing. However, in 

Malaysia, instead of lockdown, like most countries 

who favoured this method, on 18th March 2020, the 

government of Malaysia had introduced the 

Movement Control Order (MCO) to encounter the 

COVID-19 pandemic, (Malaysia Dutch Business 

Council, 2020). 

This paper will be tackled two theories in 

microeconomics point of view that effect Malaysia 

economy, which are demand and supply, and game 

of theory. Firstly, the aim of this paper is to show 

the changes of the demand curve of face masks and 

how their prices have evolved from a pre-COVID-

19 world of today. Thus, government intervention 

in price control. Due to overwhelming demand in 

face masks by consumers, government-imposed 

price ceiling for this product to protect consumers 

right. Secondly, it showed on how panic buying 

created a game of theory in micro perspective that 

leads to disruption in demand and supply for certain 

products. As a result, it causes the bullwhip effect 

in the system. 

METHOD 

The research method is implemented conceptually 

by using literature review. The concepts of demand, 

supply and games theory will be identified and 

explained to determine the impact of COVID-19 on 

Malaysia economy. Arguments and findings reveal 

from previous researchers will be used in making 

discussions, recommendations, and conclusions of 

the study. 

DISCUSSION 

PANIC BUYING CREATES GAME OF 

THEORY  

The pandemic tempted crisis of self-centred 

behaviour, greed and anxiety of being left with, 

nothing has caused the consumers to choose based 

on “sucker’s payoff” which in turn has caused a 

disparity between the hoarders and those left with 

nothing. It showed on how panic buying created 

game theory in microeconomics standpoint that 

leads to disruption in demand and supply for certain 

products. As a result, it causes the bullwhip effect 

in the system.   

Before going deeper on how panic buying leads to 

disruption in demand and supply systems, let go, to 

the issue whereby panic buying relatively applied in 

the microeconomics game of theory. It shows on 

how game theory applied during COVID-19 that 

eventually affect Malaysia’s microeconomics 

outlook.  

When the first MCO imposed in Malaysia on 18
th

 

March 2020, there is oddly big crowds and long 

queues were seen in supermarkets in whole the 

country. People were grabbing crazily to toilet 

paper, rice, cooking oil, instant noodles, hand 

sanitizers and others. All supermarket, including 

small shops facing the same problem because 

consumers unexpectedly do the panic buying. 

Eventually, in a blink of time, all the foods were 

empty on the shelves. Demand unexpectedly 

increases due to panic buying behaviour among 

consumers.  

This scenario is also stated by McMaster University 

(2020) supported by Yau et al. (2020). They said, 

during natural disasters and health crises, people 

probably develop herd behaviours’, such as panic 

buying. In this case, health crisis takes place. 

COVID-19 is the main reason people developed 

peculiar behaviour. According to Yuen et al. 

(2020), panic buying is a phenomenon that occurs 

when consumers buy unusually large quantities of 

certain products in anticipation of a disaster or 

crisis. Such a phenomenon can have undesirable 

effects. Panic buying can lead to an actual product 

shortage. As a result, it can limit or prevent the 

most vulnerable groups, such as the elderly and 

low-income individuals particularly, from accessing 

certain products. Nevertheless, it can also 

exacerbate fears and uncertainties about the disaster 

or crisis. (McMaster University, 2020). 

Panic buying, creating shortages of items around 

the world and is affecting the supply chains of 

many different products. This generates negative 

externalities in societies as cited by Yuen et al. 

(2020). The more people perceive they are at risk of 

getting the disease, the more likely they want to 

protect themselves. Subsequently, the more 

protection they prepared for themselves, they will 

become eager to buy necessities products, staple 
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food, medical supplies and others. Interestingly, 

they tend to develop the assumption that products 

are relatively scarce during COVID-19 and even 

more anxious when they see empty shelves or 

queues in stores and supermarkets. Due to that, they 

feel inspired to buy the products immediately. 

This is when game of theory takes place. The 

decision of whether to buy products in a socially 

responsible manner, otherwise to hoard them, is 

related to game theory (Stiff, 2020). In other words, 

a choice based on the recognition of actions made 

by others will affect the outcome of the choice. In 

other words, game theory is an analytical approach 

through which strategic choices can be assessed.  

Game theory can also be considered as a “study of 

ways in which interacting choices of economic 

agents produce outcomes with respect to the 

preferences of those agents, where the outcomes in 

question might have been intended by none of the 

agents”. There are various types of games based on 

the number of players as well as perfect and 

imperfect information in the market. This approach 

is based around the understanding that our payoff in 

some situations is based not only on what we do, 

but what on others do too. For instance, getting the 

food we want from a supermarket is dependent on 

us and almost other shoppers acting sensibly too. If 

we decide to be socially responsible, that is of little 

effect of it (Stiff,2020). Otherwise, if we are selfish, 

accompanied by others, it will be triggered panic 

buying circumstances.   

How we relate panic buying situation with the game 

theory in microeconomics perspectives? Let say, we 

take instant noodles as an example.  

Figure 1: Game Theory of Panic Buying 

Situation (Source: Stiff, 2020) 

 

Based on the Figure 1, in a formal collusion, all 

consumers reach an agreement on a common 

stockpile for the instant noodles. The best strategy 

on the above table is to get instant noodles that 

benefit to all consumers relatively. This means, 

each person buys based on the quantity they needed 

instead of buying for security, especially during 

COVID-19. When everyone buying a 1 pack of 

instant noodles, there is no urgency for suppliers to 

produce the products immediately. Everyone can 

enjoy buying it without worrying too much. 

However, during this pandemic COVID-19, the 

situation is totally different. People start to become 

greedy and severe. Instead of buying like a normal 

condition, they start to buy vigorously. They feel 

motivated to fulfil their own needs rather than 

thinking others who also need this item. This is 

what Stiff (2020) mentioned previously.  

Everyone buying instant noodles with the large 

quantity at 10 packs. However, as is often the case 

in economics, by stockpiling and by everyone else 

also stockpiling, we will automatically know that 

demand for this product will be less immediately in 

the market. The shelves in all supermarkets will be 

empty. By everyone stockpiling, it means we create 

the risks of vulnerable people not getting any 

without we notice it. 

This situation is completely against Nash 

equilibrium. Think rational is the key to preserved 

society and economics. As cited by Myerson, R. B. 

(1999) this kind of behaviour regularly inconsistent 

and foolish that violates the predictions of perfect 

rationality. Thus, due to this behaviour, people start 

hoarding supplies. As a result, it further escalates 

panic among the public, and in turn more people 

will resort to panic buying and deplete the supplies. 

Even worst, it creates shortages of necessary 

products. We are seeing shortages occurs 

immediately and must face it, by hook or by crook. 

Since there are more shortages of these necessary 

items, people who were not participating in panic 

buying before start to fear that their spending power 

will erode, and that supply will never return to the 

shelves. (McNamara, 2020).  

This leads to overflowing in demand amid COVID-

19 outbreak in this country. It causes manufactures 

facing difficulties to fulfil the demand from 

consumers in a short period of time, chances of 

shortage in raw materials increased, disrupting 

supply chain systems directly put a tension on the 

social system. 

The disruption in demand and supply inevitably 

caused the bullwhip effect. This is the whiplash-like 

effect of the global supply chain that makes it 

difficult to stock the shelves fast enough to keep up 
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with a sudden high demand level. This can cause 

more panic and lead to higher demand.  

According to Lee et al. (1997), the bullwhip effect 

is a distribution channel phenomenon in which 

demand forecasts yield supply chain inefficiencies. 

It occurs when there is a drastic change in consumer 

demand causes the companies in a supply chain to 

order more goods to meet the required demand. The 

bullwhip effect usually flows up the supply chain, 

starting with the retailer, wholesaler, distributor, 

manufacturer and then the raw materials supplier as 

shown in Figure 2. 

Figure 2: Bullwhip effect (Source: Lee et al. 

(1997) 

 

For many supply chain leaders, this presents the 

enormous and potentially costly challenge of 

dealing with the bullwhip effect. When major 

swings in inventory occur from panic buying, the 

impact of this sudden demand is magnified as it 

moves upstream in the supply chain. The customer 

feels desperate. The retailer loses potential sales and 

customer service suffers. Distributors are left 

scrambling to determine who should get how much 

of a given product in a shortage, and manufacturers 

are overwhelmed with sudden, unanticipated spikes 

in demand. (Reese, 2020). 

The primary causes of this bullwhip effect are little 

or no visibility into demand patterns and limited 

understanding of demand drivers. This is what 

happened during pandemic COVID-19, there is a 

sharp increase in demand. Sellers need to fulfil 

inventory at the right speed, in the right places, at 

the right time.  

However, what panic buyers likely don’t realize is 

that they are stocking up signs as a fake demand 

contributing to a whole slew of bullwhip effect 

problems further up the supply chain. In the end, 

supplies and sellers, manufacturers are struggling to 

keep up with stock-outs and rising demand. 

Overall, among all the panic buying and fear of 

COVID-19, the biggest thing to take out of all of 

this is to stay calm. Therefore, to avoid the situation 

getting worse in Malaysia, the government of 

Malaysia has called for calm and urging its people 

to buy rationally Chung, (2020). Suppliers are 

recognizing the sudden spike in demand, and this 

could lead to big market shifts, but the biggest thing 

is to understand that most have excess stock that 

they are currently selling. 

CONCLUSION  

In conclusion, whether a community can be resilient 

or collapse in the face of adversity may depend on 

how individuals, government authorities, businesses 

and other actors in civil society behave. All must 

work together during a pandemic and find a new 

approach to adopt this situation. While economic 

showed signs of instability this time and expected to 

be vulnerable for a long time in the future, 

government, especially needs to provide incentives 

and new opportunity to public, to strengthen the 

economy. 
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