Principles of Economics: 1-Week Challenge [2021/9/8]

Note: This is a take-home challenge. Read the following news articles, use Google and
Wikipedia to look up unfamiliar terms, and see if you can relate them to economics.
In particular, what question could be asked about them in an exam on economics?

Article 1: “Radical minimum wage hike resulted in losses of low-paying jobs, study
claims” (2020/6/23)*

A controversial study on the effect of a radical rise in the legal minimum wage level
came out Tuesday, pitting employers against employees in the midst of negotiations
for the next year’s wage standard. Researchers at the Korea Economic Research
Institute analyzed in the study the impact of the 16.4 percent increase in the 2018
wage level on low-income workers to find that many low-paying jobs were erased,
while those who were employed enjoyed higher pay. The institute is affiliated with
the country’s top business lobby, the Federation of Korean Industries.

The minimum wage is updated on an annual basis, and the rate currently stands at
8,590 won ($7.10) per hour. In 2018, the rate rose 16.4 percent from 6,470 won a
year earlier to 7,530 won, the steepest increase in 17 years. The KERI report said the
employment rate in 2018 for workers directed affected by the hike -- those who
were getting paid less than the 2018 legal wage in 2017 -- was as much as 4.6
percentage points lower than other income groups. Some 15.1 percent of this group
were jobless in 2018. The study calculated that between 27.4 percent and 30.5
percent of the unemployment cases were due to the higher wage level, which
prompted employers to cut jobs.

“The steep increase of the minimum wage in 2018 brought negative effects on
employment in 2018,” said KERI researcher Yoo Jin-sung. “Further raises in the
minimum wage should be avoided, but if a raise is really needed, a steep increase
needs to be averted.” The study asserted that if needed, the legal wage should rise
gradually over a longer period of time, adding that it would be more ideal to vary
minimum wages by industry.

The KERI study adds force to nine business representatives of the 27-member
Minimum Wage Council who have been asking for next year’s minimum wage to be
unchanged from this year’s or be lowered, as the coronavirus pandemic disrupted
businesses, making it difficult to even retain those on payroll. Labor representatives
have been holding the opposite view, arguing that the minimum wage should be
higher to help low-income workers to weather the impact of COVID-19. The Korean
Confederation of Trade Unions, a major force within labor representatives,
suggested that next year’s minimum wage be 10,770 won, up 25.4 percent from this
year’s.
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' By Ko Jun-tae (Korean Herald): http://www.koreaherald.com/view.php?ud=20200623000842
2 From Inside.com: https://www.inside.com.tw/article/20095-taiwan-OTT
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Article 3: “iPhone Sales Growing Following Price Cuts in China,” MacRumors
(2019/2/1)3

Apple is seeing improved iPhone sales in China following some recent price cuts on
the iPhone XR, XS, XS Max, and older models that were introduced earlier in January,
reports Chinese site Feng. Apple dropped iPhone prices for third-party distributors in
China on January 10, allowing vendors to purchase iPhones more cheaply and pass
those savings on to customers. Apple cut prices on most iPhone models, but the XR
saw the biggest discounts.

Shortly after Apple implemented the pricing cuts, vendors in China started offering
discounts on various iPhone models. The XR, for example, was available from JD.com
for 6099 yuan ($899), while Suning, an electronics store similar to Best Buy, started
selling iPhone XR for 6199 yuan ($914). Those prices are more affordable than the
iPhone XR from Apple's own online store, where the device is priced starting at 6499
yuan ($958). According to Feng, data sourced from Alibaba suggests that iPhone sales
on the site have increased by 76 percent in China since January 13. Suning, meanwhile,
saw Apple traffic and sales “explode” with the iPhone 8, 8 Plus, and XR in particular
seeing purchase boosts. Apple sales from Suning have increased by 83 percent since
January 11. Apple launched the price cuts after seeing iPhone sales fall significantly in
China during the holiday quarter of 2018, leading to lower iPhone revenue than
expected. The Cupertino company is hoping sales will soar during Chinese New Year
in February, improving overall performance in China. Apple is also promoting older

3 MacRumors article URL: https://www.macrumors.com/2019/02/01/iphone-sales-up-in-china-after-price-cuts/




iPhone trade-ins and monthly pricing for iPhones in many countries around the world,
including the United States, in an effort to boost iPhone upgrade numbers.

Earlier this week, Apple CEO Tim Cook said that Apple is reevaluating its pricing
strategies in some international markets, returning to pricing that's "more
commensurate" with what local prices were last year to boost its iPhone sales. Cook
also said that he does believe Apple's higher prices were a factor in the declining
number of iPhone upgrades that led to a weaker holiday quarter. In some
international markets, the strength of the U.S. dollar amplified pricing increases.

Apple is expecting revenue of $55 to $59 billion in the second fiscal quarter of 2019
(first calendar quarter), which is below the $61.1 billion in revenue Apple earned in
the second fiscal quarter of 2018. It's not clear if the pricing changes in China and
other international markets will be a big enough boost to pull Apple out of its slump
going forward, but for the first part of the year, Apple is still expecting lower iPhone
sales.
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