Economics in the News: Micro Behavior — Competition in the News of 2024
Note: You have 180 minutes (9:10am-12:10pm) to answer Part A—D to earn 138 points. Allocate time wisely.

Part A (60%): Excerpts of “SFi% Bk # = FRER? F 64 F X L7k F” (News Lab, PTS, 2024/11/20)
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Translation: From a consumer's perspective, the delivery fees and service charges for meal delivery service
are often set by the platform. For instance, during rainy days, consumers frequently notice that the
platform indicates an increase in delivery fees. However, do these additional fees actually go to delivery
workers? Based on the experience of delivery workers, cycling 10.5 kilometers earns them NT$106 on a
sunny day, but cycling 8.6 kilometers reduces their earnings to NT$90 a day before the typhoon hit. There
have also been cases where riding 4.3 kilometers on a sunny day brought in NT$46, while a 4-kilometer
ride before a typhoon earned them NTS101. Platform operators claim that these are not surcharges for
rain, but for a shortage of delivery workers in that area. Wu Rong-Da, Executive Director of the Consumer
Protection Association, stated that this is unfair. “How would | know the number of delivery workers in
this area? How can we be sure that the extra money is actually being passed on to the delivery workers?”
This points to a core issue in the food delivery platform industry: the lack of transparency and fairness in
delivery pricing. Consumers pay delivery and service fees to the platform, which then calculates delivery
workers' wages based on an undisclosed formula. This formula has never been made public, leaving
delivery workers unsure of how much they should earn. Essentially, the platform has full control. This
situation not only leaves delivery workers' earnings unprotected, but also fills their work with uncertainty.

Interestingly, before April 2021, platforms had clear pricing formulas. For example, one platform
calculated delivery charges in Taipei as a base fee of NT$42.5 + NT$10.2 per kilometer + a delivery
completion fee of NTS17. However, the formula was later concealed, with only the base fee starting at
NTS40 disclosed. Delivery workers also found that after the changes, their weekly earnings dropped by
nearly NTS600 compared to before even when working 12 extra hours in a week to complete 49 orders.
Wu Rong-Da admitted, "The way delivery workers' wages are calculated has become increasingly harsh.
This is true. Coupled with the lack of transparency, platforms can manipulate the process, which is
absolutely unacceptable." In response, the Ministry of Transportation recently announced revisions to
three articles in the Regulations Governing Automobile Transportation Services and the Guidelines on



Passenger and Cargo Transport Tariffs for Automobile Transportation Services. These revisions aim to
make pricing formulas transparent and explore the addition of charges for waiting time, floor levels, night-
time deliveries, and holiday fees. Chen Yu-An stated, "Transparent pricing formulas allow us to clearly
understand what costs are included in the platform's charges, whether they are reasonable, and whether
these fees ultimately go to the delivery workers or end up in the platform's pockets."

Answer the following questions:

1. (4%) Meal delivery services are usually considered homogeneous, since a meal delivered is a meal
delivered, regardless of company branding. Which of the following market structures best resembles
the meal delivery industry? Monopoly, oligopoly, perfect competition or monopolistic competition.
How do firms under this market structure determine prices and quantity? Explain.

2. (4%) Assume companies care only about delivering meals in time. Which of the following market
structures best resembles the labor market for meal delivery workers? Monopsony, oligopsony,
perfect competition or monopolistic competition. How do companies under this market structure
determine prices and quantity? Explain.

3. (2%) The two major platforms used to charge consumers according to a fixed formula, consisting of a
base pick-up fee plus mileage charges and delivery fees. However, after April 2021, pricing is no longer
transparent. It is as if they jointly decided to hide pricing. Draw the payoff matrix of the following
game played between Uber and foodpanda where each determine whether to hide pricing or remain
transparent: Compare to the status quo of both remaining transparent, when only one firm hides their
pricing, that firm earns lower payoff and the other firm earns higher payoff. But when both deviate to
hide pricing, both firms earn even higher payoffs.

4. (7%) Does Uber or foodpanda have a dominant strategy? Why or why not? What is the Nash
equilibrium of this game? (If there are more than one, report only those with pure strategies.)

5. (5%) Who benefits from jointly moving to hiding pricing? Who is worse off? Does the real world
outcome before and after April 2021 match your answer to the previous question? Explain.
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Translations: Delivery fees may be on the rise again! The Ministry of Transportation recently announced a
proposal to adjust the base delivery rates for food delivery platforms, following recommendations from
the National Delivery Workers Union to increase fees to between NTS60 and NTS$85 per order. This news
has sparked opposition from the Consumer Protection Association and outrage among consumers...
(omitted)...In response to the potential fee hike, Yahoo Taiwan conducted a survey. When asked about
their opinion on the "amendment to the food delivery pricing guidelines," only 40% of respondents
supported it, while 26% were against it, and 30% were neutral, indicating divided public opinion. Asking
how consumers would react if delivery fees increased to NT$60-85 per order due to the new guidelines,
results showed that 55% of respondents would stop using food delivery services, 33.1% would reduce their
usage, and only 11.9% would maintain their current frequency. These findings suggest that higher delivery
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fees could significantly decrease the number of delivery orders. As public discontent grows, Yahoo users
took to the comment section to express their frustration. Comments included criticisms like, "Who is the
government really helping?" and "The Ministry of Transportation’s constant market intervention is utterly
baffling." Delivery workers also weighed in, expressing concerns that platforms are unlikely to fully absorb
the increased costs, meaning consumers will face higher prices for food and delivery. They fear this will
lead to fewer orders. One delivery worker poignantly remarked, “Although the intention was to support
delivery workers, but in the end, everyone suffers.”...(omitted)

6. (11%) To protect meal delivery workers, the Ministry of Transportation proposes to set transparent
meal delivery fees of NT$60-85. How would such intervention affect delivery demand and delivery
supply? What about equilibrium price received by firms and price paid by consumers, as well as
equilibrium quantity of delivery? How would CS, PS, and TS change?

7. (4%) Assuming the government does not enforce such price control, would meal delivery workers really
receive the full amount? Alternatively, if the government indeed enforces this, would consumers see
their meal delivery prices increase by exactly the same amount? Explain.

8. (3%) If the current delivery fee is NTS40 per order, use the midpoint method to calculate the range of
percentage price change for a price increase to NT$60-85.

9. (3%) Use the midpoint method to calculate the percentage change in quantity demanded assuming the
33.1% consumers who “reduce usage” would exactly half their usage.

10. (4%) What is the price elasticity of demand for meal delivery? Is demand elastic or inelastic?

Part A-3: Excerpts “High Market Share Delays Uber Eats, foodpanda Merger: Expert” (TVBS, 2024/12/10)ii

(omitted)...The FTC extended the review of Uber Eats’ NT$30.8 billion acquisition of foodpanda by 60 days
on Monday, citing the need for a comprehensive evaluation. A decision is expected no later than March 21,
2025. Luo Bing-Kuan (5§38 &), vice chairman of the Taiwan Mergers & Acquisitions and Private Equity Council
(MAPECT, B HHEEELT. M &), analyzed that the merger is not highly difficult, but the platforms’
market share is too high, making the scope of consideration for the commission too broad...(omitted)...Luo
noted that the commission primarily focuses on whether the overall economic benefits outweigh the
restrictions on competition for approval. Despite concerns about potential monopoly issues, he
acknowledged that approval could be an option if the commission identifies "conditions" that "limit
competitive interests."

11. (3%) What is the role of the FTC? Why is FTC concerned about approving the merger?

12. (10%) If the approved merger generates deadweight loss, should the government set a price ceiling or a
price floor on delivery fees to address this? Draw a price and quantity diagram to analyze the effect of
such intervention on delivery fees and amount of meals delivered? How would CS, PS, and TS change?
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FEFEEAFERBAER . RERFRE

Year(fEE) | Monthly Minimum Wage Growth SR Growth Rate of CPI
Rate (& AEARTE HiE) (Unemployment Rate) (CPI £E127R)

2016 (105) 3.81% 3.92% 1.4%

2017 (106) 5.00% 3.76% 0.62%

2018 (107) 4.72% 3.71% 1.36%

2019 (108) 5.00% 3.73% 0.55%

2020 (109) 3.03% 3.85% -0.23%
2021 (110) 0.84% 3.95% 1.97%

2022 (111) 5.21% 3.67% 2.95%

Translation: The Ministry of Labor has decided that the monthly minimum wage will be increased by 4.05%
to NTS27,470 next year. Due to the increase in corporate employment costs, many business owners have
complained privately. In addition, it also caused public concern about rising prices. The main reason is
that this time the minimum wage increase is much larger than the economic growth rate of 1.61%
estimated by the General Accounting Office. The employer is complaining that it is too much to bear,
which may reduce the willingness to hire and push up the unemployment rate. However, data shows that
minimum wage increases are not necessarily linked to inflation and the unemployment rate. Sometimes,
the minimum wage increases at a high rate and the unemployment rate is relatively low. The above
statement may be purely a myth of "habitual bosses".

During President Tsai Ing-wen's eight-year term, she has raised the minimum wage every year. The
monthly minimum wage has increased from NT$20,008 before taking office to NT$27,470, an increase of
37.3%. Even in years severely affected by the epidemic, the pace of increases has not stopped. Academic
circles have generally praised Tsai Ing-wen's minimum wage increase policy during her eight years in office.
However, compared with the pace of annual increases, most people have changed from initial expectations
to later indifference, believing that the government's move will have little effect on solving the low wage
phenomenon.

Regarding the increase in minimum wage, employers often use rising prices and rising unemployment as
arguments to oppose too much increase in minimum wage. However, according to past research, these
two things will not necessarily be accompanied by an increase in minimum wage. Because whether prices
can be increased "depends on the characteristics of the goods, not all goods can pass on the cost to
consumers." As for the unemployment rate, for the manufacturing industry, as long as the wage increase
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is still acceptable, workers are generally not easily laid off. "Our past research is that unless the minimum
wage increases by more than 5%, the effect of inflation and unemployment will not be apparent. As long
as it is within 5%, the effect is basically very weak."...(omitted)

Assume firms are price-takers in the labor market and answer the following questions:

1. (6%) How would equilibrium wage and equilibrium employment change when minimum wage is raised?
Draw a supply and demand diagram of the labor market to illustrate.

2. (5%) Who are the winners and losers of this policy? Does deadweight loss (if any) increase? Explain.

Now consider the output market and answer the following question:

3. (8%) How would minimum wage increase affect the cost of production? How would a profit-maximizing
firm adjust its price and quantity for its output? Draw a supply and demand diagram of the output market
to illustrate.

4. (9%) How is the worker’s value of marginal product affected by this shift in the output market? How
would that affect labor demand? Draw a supply and demand diagram of the labor market to illustrate
the change in equilibrium wages and employment.

5. (4%) What are other possible reasons workers are receiving low wages? Are there other policies besides
minimum wage increase that can better address them? Explain.

6. (3%) Is there any (positive or negative) correlation between the minimum wage growth rate and the
unemployment rate in 2016-2022 when the monthly minimum wage growth rate is under 5%? Explain.

7. (3%) Under which market structure can firms pass their costs to consumers? Explain.

8. (3%) What are the reasons for firms not to pay low wages even when they cannot easily pass all the costs
to consumers? Explain.

Part C (24%): Excerpts “BR ¥ % 12 % & 4! SOXREEEELEE EZ0 &, KME —£—"(2024/11/25)"
hEERET RE T R 12 MEBERES H EERS R OE, THER 4.0 THHAKREZE, FRE/ETHAR
PREIFSER 27 EiCek, FARERECHERSE! 2RAMBE, E@ny. SHEKE—2—, BEBR. §
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FEfE#. (NOWnews) KB TETES, HEREHEE —CEE. ...(details of the 50+ promotions omitted)

Here is the list of stores offering 50% off and “buy one get one free (B1G1F)” according to NOWnews:

3 Stores offering | EZANMERBHEE . ALZiHEERT. HHiE
50% off

Coffee from 7-11, Family Mart, Hi-Life, Ok Mart, Starbucks, Barista, 2 &}, K%
Z APP. /MR, HIRLNE. EEEit. NMEEE.

WIER K. BILUAEUS. TG FRIDAYS, WAL, BERE. SidHh. HHE
K. BEFE. CoCo #F]. [EEVK. £BZZZNER . EXREE. SEEM. TEIL.
Second Floor E{##. Carrefour, Domino Pizza

Luisa Coffee. =i, HHEERIGE/MELHEEYT . BT, BUEEH. Pizza
24 stores offering | Hut. tZESMRE. Taroko Sports, Uber Eats, foodpanda, COLD STONE, 4 SUGAR
other promotions | & SPICE. E%/E. ZRJHEF. MOS Burger, Burger King, KFC, 5% R ALEE. B
EfTEE. EEFERE. REMEE. NEN. HUEZ. BEREA. $6=%
Translation: Team Taiwan of baseball has claimed the championship! In the WBSC Premier 12 final
between Taiwan and Japan, Team Taiwan shut out Japan 4-0, achieving a flawless victory. Not only did
they end Japan's 27-game winning streak in international tournaments, but they also set a new team
record by winning the championship! The entire nation is fired up, and celebrations abound with
promotions everywhere: convenience store coffee and soft-serve ice cream are all offering buy-one-get-
one-free deals, while Second Floor Café, Starbucks, KFC, Tigerair Taiwan, and Haidilao are joining the
festivities with half-price promotions. The craziest of all is SUGAR & SPICE, launching a “Take Everything

29 Stores offering
B1G1F




Home” event to celebrate—yes, even large gift boxes are up for grabs! This NOW news article is updated
constantly to help you keep up all the latest promotions...(details of the 50+ promotions omitted)

Answer the following questions:

1. (3%) If demand remains the same, will the seller’s profit decrease due to the discounted sales price?
Why or why not?

2. (6%) Which industry would have stores listed above which sees demand increase as people go there to
celebrate Team Taiwan’s world championship. List at least 2 categories and provide 2 examples each.

3. (4%) Are there other reasons (other than profit maximization) for stores to run promotion discounts
when Team Taiwan wins the world championship in baseball? Explain.

4. (4%) Why do few stores offer 50% off, while many others employ B1G1F? Explain.

(3%) Why does the Maokong Gondola choose to offer 50% off instead of BIG1F? Explain.

6. (4%) If promoting discounts is such a good way to increase revenue, why don’t the stores promote
discounts all year to attract customers?

b

Part D (13%): Excerpt “US Justice Department accuses RealPage of driving up rents” (Reuters, 8/24/2024)"

The U.S. Department of Justice and eight states sued RealPage on Friday, accusing the property management
software company of using algorithms to help landlords illegally collude and drive up rents for apartments.
The lawsuit filed in North Carolina accuses Dallas, Texas-headquartered RealPage of letting landlords collude
by sharing their pricing information with the company's software, which then recommends rent prices. The
software keeps landlords from lowering rent and offering deals to attract renters, the Justice Department
said. High housing costs are a key concern for U.S. consumers ahead of the November presidential election,
with home prices rising nationally by about 50 per cent and rent going up around 35 per cent in the last five
years, according to real estate service firm Zillow. The case is the first time the Justice Department has gone
after algorithmic collusion, a growing concern for antitrust enforcers as technology companies offer pricing
services based on big data. "Americans should not have to pay more in rent because a company has found
a new way to scheme with landlords to break the law," Attorney General Merrick Garland said in a statement.
The Justice Department points to statements by RealPage executives that it says show they realized they
were helping to dampen competition in the rental housing market. "There is greater good in everybody
succeeding versus essentially trying to compete against one another in a way that actually keeps the entire
industry down," one executive said, according to the Justice Department...(omitted)

1. (2%) Draw the payoff matrix of the game played between two landlords, each choosing to set a high or
low rental price. Compared to both setting a low price, when only one landlord sets a high rental price,
that landlord would receive low payoffs (finding it difficult to rent the house out), while the other
landlord would receive high payoffs (finding it easy to rent the house out). But when both set a high
rental price, both landlords earn even higher payoffs benefitting from each other’s high prices.

2. (6%) Does any landlord have a dominant strategy? Why or why not? What is the Nash equilibrium of
this game? (If there are more than one, report only those with pure strategies.)

3. (5%) Who benefits from both landlords setting a high rental price? Who is worse off? Does the real
world outcome resemble what is predicted here? How does RealPage play a role in this game? Explain.

By HEFE - A RITEIEE= © https://newslab.pts.org.tw/video/335

i https://ynews.page.link/hG8y1

it https://news.tvbs.com.tw/english/2713764

v By #R{1:%F, Global Views Monthly: https://www.gvm.com.tw/article/106116
v By EEEZ, Now News: https://www.nownews.com/news/6592233

vi By Jody Godoy: https://www.reuters.com/legal/us-justice-department-accuses-realpage-driving-up-rents-2024-08-23/




