10)  DPhizer

BL 0T = Py X+ ByY
4o = 10X+ 4oy
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BL
. SinovaC
1 2

Pxd from 20 5 10
bL - 40 = 10% + 4oy

o Substitution Effect ; Uhen Price of Sinovac decrease | Consumer
Will incrense sinovaC and Substitute by decrease Pfizer yohil
the utility is constant (A-1)

o Income €ffect ; lLohen Price of Sinoac decrease  purchasing power

will increase Trom 6L o BL,



the Consumer Lill decrease Sinovac as  inferior goods and
increase Pizer s normal goods ( B-C)
o Price Effect ; When Price of SinovaC decreose | consumer
will increase, Sinovac as ordinary goods (A=)
% Asume that Sinovac and Phizer are not ™ Perfectly Substitute”
S0, the indifference curve Will be Convex shape %
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, the profit of the firm - Tl = (P -SRAC)-Q



1b) C

P,
Profit (L&) {sm |
RAC [

M = (P-SRAC) - G,
M = (P-RAO) - G,
Because, OF LRAC < SRAC — Ty > T
“ To conclugion, Cost 1 Short run 15 higher than Cost in long run

So, it makes the profit in long run more than the profit in Short tun
L0)

Que 15 Q* at long run P, Q" When no new seller enters
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LR equilibrium at P, = P, = [RMC R cquilibrium - Prg = LRMC = min [RAC



30)  GPO shoulg import 10 million doses and ot §50
can be Soldg For each dose in order to maximize profit

3.b) T = (50-65)10
= 180
From 50, 9180 million iS5 the fotal profit that GPO receives
3.0) oo P=nC, PP ATC

11 QO\MV)YWCV\JT Infevuene | GPO hewds o import
16 million doses and at §50 per dose 10 be sef

3d) P N

§4o - PI
Jay= ATCE - - -

Q"!:zo
lhen the gouernment neeg Q- 10 pallion doses, Moo pely

face loss since ATC > py - Government mugh Subsidize that oss
Subsidize = (ATC-p) @ and eadn person will
- (43-40) 20 pay At §40
= 160 million



