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Assumethatthis Sinovacand Pfizerarenotperfectsubstitution
,
sotheindifferencecurvewillbeaconvexshape •
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• Substitution Effect : whenpriceof Sinovacdecreases
,
consumerswillincreasesinovacandsubstitutebydeereas ing Pfizer

inordertomaintainhis vtility constantl From A → B)

• Income Effect •

• when priceof Sinovaodecreases , thepurchasingpowerwillincreasefrom BL
'
to BL

2 • Hencgtheconsumerswilldecrease

Sinovac dueto inferiorgoods
,
and increase Pfizerasanormalgoods (From 13 → c)

• Price Effect : when price of Sinovacdecreases
,
theconsumerswill increase Sinovaeasanordinarygoodslfrom Atcl
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Themaximumprofitiswhere MR = MC
,
and P

,
= sRMG • Thusgltgp = (Prs RAG) • ผุ๋

2. b)
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Tlg = (Prs RAC) •Qand IR = (Pr LRAC) • Q | •
Since LRAC SRACSOIR Isp
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QR is Q
"
at Long Run 1ำ and LR equilibriumiswhere 1ำ = LRMC

PLR •
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0ฬุ๋ whennonewsellersenter
•
So LR- equilibriumiswhere P

µ
= LRMC = min LRAC
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3. a) Themaximizeprofitiswherethequantityequalsto เอ milliondosesatprice $ 80 perdoses •

3 • b) Tl = (80-65) ✗ 10 = $ 150 million

3 • C) 1วุ๋ = $ 50 perdoses
,
and Qกุ = 18 milliondoses

3 • d) whenthegovernmentneeds อุ๋ = 20 milliondose
,
Monopolytaeesloss becavse ATC > PI

Thereforgthegovernmentmustsubsidizethatlossinordertocreatetheincentiveformonopolytoproduce .

•

•

• Eachpersonpaysat $ 40

•.

•

• Subsidize = (ATGP) ✗ ผื๊
= (48-40) ✗ 20
= $ 160 million


