Economics in the News: Micro Behavior — Markets in the News of 2024
Part A (40%): Excerpts of “Bix.: JEIEAFILBR HEWHHHRLLERER” (CNA 4L Tk, 2022/10/17)

. RFEM PR A7l 2025 FiR e FHM, HEBREELSAR, BRHEMER 113 244 [ SRR
Rl E R E MR TE |, DB/ N EIVERIN SR R R M 2 KL, .. (omitted)... SEHEA R
PR, SRR LR RALL, HEGRBAREEENEL, ..(omitted)

Translation: ...In response to New Zealand's dairy products set to enter Taiwan with zero tariffs by 2025,
which will impact the livelihood of domestic dairy producers, the Ministry of Agriculture and the Ministry
of Education launched the "Implementation Plan for Schools to Use Domestic Traceable Dairy Products" in
the 2024 school year. Under this plan, public elementary schools and affiliated kindergartens with
communal meals will provide dairy products twice a week...(omitted)...In “fresh milk for every class,” the
raw milk used are all produced by local dairy farmers regardless of school choice (fresh or preserved milk)...

Answer the following questions, first on the zero tariff and later on the “Fresh Milk in Every Class” policy:

1. (14%) Assume New Zealand is a major exporter of diary products on the world market. Draw a supply
and demand diagram to analyze the effect of lowering tariffs on New Zealand diary products to zero.
How does the equilibrium quantity and price of milk change? Evaluate the change in consumer surplus,
producer surplus, and total surplus in Taiwan. Who are the beneficiaries of the tariff reduction? Who
are worse off?

2. (6%) Assume the government is a price taker. Draw a supply and demand diagram to analyze the effect
of the “Fresh Milk for Every Class” policy. How does the equilibrium quantity and price of milk change?

3. (4%) Does the policy create deadweight loss? Why or why not? Assuming the government expenditure
on this policy is equally shared by everyone, who are the beneficiaries and victims of this policy?

4. (4%) Is the assumption that the government is a price taker realistic? Explain. How will your estimates
of the equilibrium quantity and price be biased if this assumption is wrong?

5. (2%) Why doesn’t the “Fresh Milk for Every Class” policy face strong opposition? Explain.

“PHASEBHR R, FLEABTRA, TERK 2 £ 5K, 2F BN (LTFH#,2024/10/1)
CIEFFRS TR, oo km, BRFHETE, MERRAEARIBRTY,, EEAXE IR, R
ey TPEgER &5 | BUR, KRB RANZEEI T, TRHM 2 25K, ZRRFMAXE A, KH
BAZFILBREEFI, RERGTHAARTEREE, THEFLGBEAZLMERE A, REFR, ¥
Fg ik dRBE, [BASWEAGRF] , BAAENTHER, TEELGTVEFINL, BAFHKE..
Translations: The goat milk industry has struggled to transform itself by fostering online and group-buying
channels, as well as new products to open up new markets. As this industrial transformation is about to
take off, the sudden strike by the "Fresh Milk for Every Class" policy crushed the student-goat milk market,
making orders drop by 20% to 50% and literally "decapitated" the goat milk industry...(omitted)...The
public believes that the school milk policy affected goat milk. However, Li Yi-Qian, Director of the Animal
Husbandry Division of the Ministry of Agriculture, stated that those who order goat milk do so for specific
nutritional and health reasons, and goat milk is delivered hot, "a service fresh milk cannot match." With
such a clear market differentiation, it is debatable whether goat milk is truly affected...

6. (4%) Assume the "Fresh Milk for Every Class" policy provides all fresh milk for free. Calculate the cross-
price demand elasticity of goat milk with respect to fresh milk. (Hint: You may want to give a range.)

7. (2%) Since this policy does not provide fresh milk for free to everyone, how would your estimated cross-
price elasticity of demand be biased?

8. (4%) Are goat milk and fresh milk complements or substitutes? Explain. Based on your calculations, do
you agree with Director Li that there is a "clear market differentiation" between goat milk and fresh milk?
Why or why not?



Part B (49%): Excerpts of “3bE LM X R FHik RAEEE 5 BEMKMER” (F R4k 2024/10/4)"

BeRLIFE RE R, SREIREIMBHBSBERRLHEERNERSE, BRXHEER 754 AW, B
Nk 1000 ~WE, RREER, FROEEREER, L2I0E, WRERKELEE. BEXENEEZERER, 5
JEREME TS 3 HRGHEBATHGH 48.8 T, HEMEHEFREM: 4 HRREERMER, KMEK 10 {7
215 FHEEE, BT 557C. B3 HEERAER, MURSEEN 807 AW, HE 4 HEMRR, X5
R TRERIH 754 AME, BHEEAS K 1000 AW, ...(omitted)

Translation: Typhoon Santol warning was lifted today, but the average transaction price at the Taipei Fruit
and Vegetable Wholesale Market rose again to a high price, with a trading volume of only about 754 tons,
clearly below 1,000 tons. The Agriculture and Food Agency said yesterday the typhoon warning affected
transportation to the north, but that will resume tomorrow. According to their official website, the
average transaction price at the Taipei Fruit and Vegetable Wholesale Market on October 3 was NT$48.8
per kilogram, back at the normal range. However, on October 4 after the typhoon warning was lifted,
prices jumped back to the fifties, reaching NTS55 per kilogram. On October 3, trading volume was only
about 807 metric tons due to the typhoon warning, but on October 4, the trading volume continued to
decline to about 754 metric tons after the warning was lifted, clearly below 1,000 metric tons...(omitted)

Answer the following questions:

1. (2%) What was the average trading price at the Taipei Fruit & Vegetable Wholesale Market on October
3? What is the average price on October 4 after the Santol typhoon warning was lifted? Use the midpoint
method to calculate the percentage price change after the Santol typhoon.?

2. (2%) What is the quantity traded at the Taipei Fruit & Vegetable Wholesale Market on October 3? What
is the quantity traded on October 4 after the Santol typhoon warning was lifted? Use the midpoint
method to calculate the quantity change in the vegetable market due to the typhoon.

3. (4%) Based on your answers above, calculate the price elasticity. Is it elastic or inelastic? Is this price
elasticity of demand or supply? Explain.

4. (4%) What is your assumption to calculate price elasticity? Is it realistic? Explain. How would your
estimates be biased if the assumption is wrong? Specifically, would demand/supply be more elastic or
more inelastic?

Excerpts of L LB R B % ¥ RAR! SBE B8] LB —MH2 R &K E” (TVBS, 2024/10/4)"

ILPE SRR R R R 2, B2 AERMER, RIBILEETREER, SK(10/4)5HERBERESEAT 55.6 7T,
ReERS R EEER, RERER, BUFTMERIREEFHES, KRERE. FEEE, BOYHRRER
HE. ..(omitted)..|UPERBR, HEHRFLLERK, BBILEERER, 10 H1 H, TH#t#EMRT 63.7
JC, RIS FFE, 2 H. 3 H, MARERBER, @4 HXIREFAT 55.6 7T, ...(omitted)

Translation: Typhoon Santol has ravaged southern Taiwan, causing vegetable prices across the island to
surge. According to data from the Taipei Agricultural Products Marketing Corporation, today (October 4),
the wholesale price of vegetables has risen to NTS55.6 per kilogram. After the typhoon, vegetable prices
are expected to continue increasing. In response, civic groups have suggested that the government
establish a climate inflation compensation fund to mitigate agricultural losses, regulate vegetable prices,
and reduce the impact on people's livelihoods....(omitted)...Typhoon Santol has affected vegetable trading
prices. According to data from the Taipei Agricultural Products Marketing Corporation, on October 1, the
average wholesale price soared to NT$63.7, reaching a five-year high. Although prices started to stabilize
on the 2nd and 3rd, they rose again to NTS$55.6 per kilogram on the 4th...(omitted)

5. (6%) Assume that the quantity traded on October 1 (before typhoon Santol hit) is the same as October
3. How would your answers to Question 3 change if you use the numbers in this new article? Specifically,
what is the price elasticity? Is it elastic or inelastic? Is this price elasticity of demand? Why or why not.



6. (6%) What is your assumption to calculate price elasticity? Is it realistic? Explain. How would your
estimates be biased if the assumption is wrong? Specifically, would demand/supply be more elastic or
more inelastic?

7. (12%) Draw a supply and demand curve to analyze the equilibrium price and quantity of the vegetable
market after Typhoon Santol hit. What about total surplus, consumer surplus, producer surplus?

8. (2%) Do you think typhoon Santol generates externalities? Why or why not?

9. (9%) Suppose the government decides to subsidize vegetable consumers with the newly established
climate inflation compensation fund. How is equilibrium price and quantity affected? What about total
surplus, consumer surplus and producer surplus? Is efficiency achieved? Explain.

10. (2%) Would your answer of reaching efficiency change if your answer regarding externalities change?

Part C (49%): “fiLIL T % VA F B G ? L2418 IR SXSW A £ /EHM 122 ” (TAICCA, 2024/5/30)"

H 2023 FZimiEE %, HEEHESRREEHARE, R REMEsE. £XR, FME LROBEE
RS, £EF [funflation | TdERly—FARIHER: £, HEEOHEEIPEORIESR, WA REE
IZEFEHEERRFEEY, {AFEERSEAERE, BEEOFUE T XM, EERARIER
Lk L. ...(omitted).. B, AMFEERFRETE N AFEEESR S Live Nation # Ticketmaster & FEEET
TSR EE, B0 MRS HENEETSEFEK, {H Live Nation R/~, SR EF]ES M UK FEALHRE,
HERBAURSIHAFRE, ERNGEHEEREREE, BTt R AENEE—LHE. £ 2024
F, HGEteRRENEERNE, LREEAKNS, MHNEREHTRERZEN 100 ZE£E£ME. —4
EEK LA SRAELERA, MWTHEREER, EEENANEREARBEMEFMEE, HWHEHCERNHK
F Olivia Rodrigo FAEIEE, 7£ 100 ZEXEHE S ZEFREMNERBIRIT, RIFER_FE%. BE2FE
MR EER 1| BXSEIE 2 BEE, ReafIREIE 27,241 £&, SEEAMEERM—2PNEE, |
B EE A REE. AT, KEREER, WE=Z92—WEKRERA (Gen Z. Figttl) , £ZUORE
BEEWNEARE, g15—V)(whatever it takes)tBEZEBOLEE. ...(omitted)...Statista g, EEREF—
SRYIMEEE, MK, Bk K. 08, BANTEIER 1,300 £&: RYHMEFHHRS
B, IR B AR S R —E T EETiE SR . TaUFEANEERE, FERT
—BREGIELDE? EBERTT (Bank of America) iR H RKWEHRRIFER, oW THSEDNIEER

%, EfnlEaTREEES TEBES(BREA. SINEEN), BEMSGHSRE: 2023 EREHTHHEL
LEREEE, DIRIENE AR EE SXSW., DIREIE T KSR IHEE & ARG AE (2023 /6/16-6/17),
TEEMRIC K B EERREER L ERBET 3%, IMHERRETERRE TR 5%. WARRR
SHTHRERBEL AT, B 2022 FRIEMLREIHE T 13%: EREMREEE ANPEENTEER 77
E&, PEERIEER 56 £&. £ SXSW &85, KREDNEEEENEGH S 2K EMImRBHER A, G
SR PEMOAREE. R, &4 TKE 17%. 16%. EEE L, SHFAEZELTTET 168 4, 8
BB RYAEIE G T W, TRMEZHENEE, E2HEEBIRAEERI EAHE . (omitted)
Translation: Since the world reopened from the pandemic in 2023, concerts and live experience economies
have surged, sparking a global craze. In the U.S., concert ticket prices have risen far beyond expectations,
giving rise to the term “funflation,” referring to inflation driven by entertainment...(omitted)...Live Nation,
however, stated that pricing and seating strategies are decided by the artists and their management
teams, and while venues may charge service fees, the platform only collects these fees on their behalf and
incorporates them into ticket prices. In 2024, the trend of soaring ticket prices for live performances
continues. From the consumer’s perspective, the cost of attending a concert extends far beyond the $100
ticket price. A student journalist from Boston explained that, with a limited budget for daily expenses like

dining out or doing laundry, she had to consider buying resale tickets after the official 5100+ Olivia Rodrigo
concert tickets sold out. However, resale ticket prices ranged from $10,000 to $20,000, with the highest



going up to $27,241—equivalent to her semester’s tuition. Faced with such exorbitant prices, she had to
give up. Yet, research shows that about one-third of young Americans (Gen Z and Millennials) would do
"whatever it takes" to see their favorite artists perform live...(omitted)...Statista reports that attending a
Taylor Swift concert in the U.S., including tickets, hotel, dining, drinks, and transportation, costs an average
of $1,300 per person. Taylor Swift's two performances in Denver were estimated to generate $140 million
in economic benefits for Denver and Colorado. But how much do individuals spend on a concert? Bank of
America analyzed its credit card data for live event spending, covering sports events (e.g., the Super Bowl|
and Chicago Marathon) and two live shows: Taylor Swift's 2023 concert in Pittsburgh and Texas' famous
SXSW event. For Taylor Swift’s Pittsburgh weekend concerts (June 16-17, 2023), retail spending in
Pittsburgh grew by 3% compared to the same period last year, while spending on fuel and apparel grew by
nearly 5%. The sector with the highest revenue growth was restaurants and bars, which saw a nearly 13%
increase compared to the same period in 2022. The average restaurant bill per group was $77, and bar
spending was $56. At SXSW, most attendees were Americans from nearby regions, such as Houston and
Dallas, representing nearly 17% and 16% of attendees, respectively. In terms of spending, each group spent
$168 on retail, nearly double the amount spent at Taylor Swift’s concert, highlighting the different
motivations and economic circumstances of the two audiences...

Answer the following questions:

1. (6%) Draw a supply and demand diagram to analyze the changes in the concert market after the
pandemic (in terms of equilibrium price and quantity).

2. (7%) Use the following information to calculate the price elasticity of ticket supply based on the midpoint
method. Is supply elastic or inelastic?

a. According to Pitchfork, the average secondary market price for a ticket to Taylor Swift’s “The Era Tour”
was around $3800. In contrast, six years ago, the average secondary market price for a ticket to
Taylor Swift's “Reputation Tour” was $157.

b. Assume that in the past, 0% of customers were willing to spend large amounts of money on concert
tickets. However, according to the article, about one-third of young Americans are now willing to pay
high-priced tickets, such as those for Taylor Swift’s concerts.

3. (7%) Are restaurants and hotels substitutes or complements of Talor Swift’s concert in the U.S., or neither?
How would the post-pandemic change in the concert market affect consumer surplus, producer surplus
and total surplus in the market of restaurants and hotels?

4. (10%) Is the secondary market a response to a shortage or a surplus of concert tickets? Why does this
shortage or surplus occur? What is its effect on consumer surplus, producer surplus and total surplus
(compared to pricing at equilibrium price)? Is there any deadweight loss?

5. (14%) Suppose the government wants to curb the problem of excessively high resale prices for concert
tickets by making it illegal to sell above face value. Draw a supply and demand diagram to analyze the
effect of this law on equilibrium price and quantity, consumer surplus, producer surplus, government
revenue, and total surplus.

6. (5%) Alternatively, the government could impose a tax on each transaction on the secondary market.
Can the government restore efficiency by levying exactly the difference between the ticket face value
and the price where quantity demanded equals quantity supplied? What are the practical challenges for
imposing such a tax? Explain.

i Executive Yuan: “Fresh Milk for Every Class” Policy Continues Negotiations to Meet School Needs: https://www.cna.com.tw/news/aipl/202410170110.aspx
ii"Fresh Milk for Every Class" Policy Strikes Suddenly, Goat Milk Industry Caught Off Guard with Orders Plummeting by 20% to 50%, as if Hit by Guillotine, by T
WELE 1A https://www.newsmarket.com.tw/blog/212131/

it https://www.cha.com.tw/news/ahel/202410040088.aspx

v Vegetable prices rise again after Typhoon Santol! Cabbage prices so high housewives shocked and hesitant to buy: https://news.tvbs.com.tw/life/2640654

v “How much have you spent on concerts recently? What’s the connection between “funflation” and SXSW?” by 4152 of FE 40122 &, Taiwan Creative
Content Agency: https://research.taicca.tw/article/ef83acf2-c013-4f33-96¢5-d7335550ee20




Appendix:

“THEPEBEIL | BRAR, WBMEAMTHE. Ssdme s m (BRI . E¥FE X" (2024/9/30)"

FRANE 2025 EPEBA-ALANR, FRREBEMAEE, REMNS(2024)F 9 A%, BEREA 2 RESL
TRBI/NEE RIS REECH . BORMANGRE, BERAER LRHRZEE, 5B D EHMIE. 5%, FRE
HRIEE PRI EE T, R RRERAEBOR, REBHZUE, 5%, REREEREE, &E 5%

BtesE THeel] 28 [RASL] , BEMEMEREREN?, RMENBRAANEE, BERR, (%
PRARBECRADFE | . MFELERERARBRERZER., FAMEMBELGTE, KAEE PR
B, [MHRESL] BORMVESERED, #HEREET PERKIGAELETE, STE TERMEEI RS, &
FhERmEE [EENITE] . ...(omitted)

"Fresh Milk in Every Class" Policy Rushed (New & Market)

The goat milk industry is one of the direct victims of this policy. Goat milk heavily relies on school orders,

with around 60% of customers being students. The "Fresh Milk in Every Class" policy not only excludes goat

milk but also caused many schools to cancel their goat milk orders. As a result, orders have dropped by
20% to 50%, dealing a "decapitating blow" to the goat milk industry.

viBy TR FR1A19: https://www.newsmarket.com.tw/blog/212133/




