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Instructions 

(1) Please read the instruction carefully.  
(2) Please read each question carefully and answer the questions straightforwardly. Always 

provide economic reasons at lease a paragraph for your analysis, or a graph when 
necessary, even when the question does not indicate so. 

(3) Handing and submitting assignments are only available via BE Moodle. 

Answering the questions and preparing answer sheets 

(1) Answers are to be handwritten, in either digital or analog form, in a blank canvas or any 
clean paper. Make sure that your handwriting is clearly visible and readable. 

(2) There is no need to rewrite the question. Just indicate the question number clearly for 
each of the answer, such as 1.a). 

(3) When done, for the digital case, collage all the pages into a single PDF file. For those who 
write on sheets of paper, take photo of all pages then convert all of them into a single PDF 
file as well.  

(4) Name your PDF file as StudentID_YourNickname, such as 640123456_Bo. 

Submitting your answers 

(1) Make sure your file does not exceed 10MB. This is the maximum file size for BE Moodle 
upload. 

(2) Login to BE Moodle, head into the course, then the assignment topic. 
(3) Choose your file to submit. Done. There will be timestamp for your upload date and time, 

so please make sure to not submit later than that.  
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6. The producer of the upcoming vaccine for COVID-19 is a monopoly who wants to price their 

vaccine to maximize profit. The cost of producing the vaccine is mostly fixed cost involving the 

research so that the Long Run Average Cost (LRAC) keeps declining the more vaccine is produced. 

The Long Run Marginal Cost (LRMC) is a small constant cost at all production level. 

 

 
 

6.a) If the demand of vaccine is downward sloping as usual, show the equilibrium price and 

quantity that will maximize the profit. State the equilibrium conditions. Identify the profit 

and the deadweight loss to the society. 

6.b) Assumed that monopoly price is $50 per dose, marginal cost $10, calculate the Lerner’s 

index of monopoly power.  

6.c) Determine the Ideal Price?  Will the monopoly earn any profit at this Ideal Price? 

Explain. 

6.d) Determine the Fair Price? Is there still deadweight loss at this Fair Price? Explain. 
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