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Maldives and Thailand are perfectly substitute goods

Neo will choose to travel to Maldives e times
because it is only possible way to maximize his utility
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Travelling to Maldives 4 times and Thailand O is the

combination that will maximize his utility

slope of ICC = O
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④ firm should stay in because their AVC still

lower than price
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Firm can either stay in
or shutdown because

Price = AVC
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④ Ideal price i set pine
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After ideal price ,

social welfare is higher

because there is no DWL
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Nash equilibrium is 4,3 Donut
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