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1. [bookmark: _Toc80702581][bookmark: _Toc121231118][bookmark: _Toc121484883]Pfizer Inc business background
1.1 [bookmark: _Toc121484884]Introduction 

         Effective management economics can be an essential contributor to business success as the basis of the field is the study of economic patterns to maximise the efficiency of the business through economic intelligence, which refers to the production, distribution, and consumption of goods and other aspects of the economic system. This report aims to evaluate Pfizer Inc from an economic perspective critically. First, it will briefly analyse the Pfizer background. Secondly, the reports focus on analysing the demand and market equilibrium; third, the discussion is centred on the price elasticity of demand.
1.2 [bookmark: _Toc121484885]Short historical background 
       Pfizer, Inc is considered one of the most significant research projects based pharmaceutical and biomedical American companies. It was founded in 1849 by Charles Pfizer and Charles Erhart (Nolen, 2022) and has successfully operated. Pfizer Inc applies science and existing resources to provide solutions for health conditions by discovering, developing, and manufacturing biopharmaceutical products globally (Pfizer, Annual report, 2021. Since its inception, Pfizer has made important discoveries that helped many people, particularly during Covid-19. In addition, it is important to remark on the challenge Pfizer and other similar companies faced during the pandemic. According to Searly (2021), these companies faced challenges in producing a Covid-19 vaccine and meeting the high demand.

1.3 [bookmark: _Toc121484886]Description of Industry of operation and company activities 
       Pfizer is among the leading businesses in the biotechnology and pharmaceutical industry. The industries have rapidly advanced scientifically, which means employing laboratory techniques to produce biopharmaceutical products (Vitolo, 2021). The pharmaceutical industry has made significant contributions to health care (Scheher, 2000) and continues to do so through extensive research and the discovery of new drugs based on scientific knowledge. Pfizer’s activities of discovering, developing, and manufacturing are extended to the following areas: internal medicine, hospital, vaccines, inflammation, oncology, rare disease, and immunology (Pfizer, Inc, 2021).
1.4 [bookmark: _Toc121484887]Pfizer plc services and products 
      As Pfizer is a large corporation, it has multiple departments, each providing its products and services. Based on the Annual Report of Pfizer Inc (2020), the most prominent products from internal medicine are “Chantix”, “Champix” and “Eliquis”. From oncology, the essential products are “Lorbrena” and, “Braftovi”, “Sutent”. In terms of inflammation and immunology department, “Medrol” and “Vfend” are among the essential drugs (Pfizer Inc, 2020). From vaccines department the most important products are Pfizer-BioNTech Covid-19, Trumenba.
1.5 [bookmark: _Toc121484888]Business environment  
       Pfizer operates in the global market in biotechnology and pharmaceutical across America, Europe, Africa, and the Middle East (Global Data, 2022). Despite the company being among pharmaceutical giants, it has a competitive environment. Pfizer operates in an oligopoly market structure, and as suggested by Stanton (2016), the vaccine oligopoly is unlikely to be challenged.
1.6 [bookmark: _Toc121484889]Financial background 
      Pfizer is immensely profitable; it made nearly $37bn in the sale of covid vaccine alone (Kollewe, 2022). It has raised controversial views and criticism of Pfizer for withholding medical innovation from poorer countries. This report mainly focuses on the Pfizer vaccine for the Covid-19 virus. This product has been selected for analysis because it is one of the most revolutionised discoveries of the 21st century that made a significant impact on the industry and its enormous impact on society, particularly by saving lives worldwide and meeting enormous demands.
1.7 [bookmark: _Toc121484890]Summary  
      As discussed in this section, Pfizer is a giant in the pharmaceutical and biomedical industry and has made an outstanding contribution to health care, particularly in the vaccine department. Additionally, the company is highly profitable by succeeding in meeting demand worldwide. The demand/supply, including market equilibrium, is analysed in the next section.  
2. [bookmark: _Toc80702584][bookmark: _Toc121231121][bookmark: _Toc121484891]The analysis of demand and market equilibrium
[bookmark: _Toc121484892]2.1 Introduction 

     The analysis of demand/ supply, including market equilibrium, has an essential role in the business. Demand can be defined as “the number of goods consumers are willing and able to buy at each price”, whereas supply is defined as “the number of goods or services a producer is willing to supply at each price” (Taylor, 2017). According to (Goodwin et al., 2020), the law of demand provides valuable information on potential future activities, particularly in terms of changes in demand that may generate price changes. This section analyses the factors influencing demand/supply and the market equilibrium concept in relation to Pfizer. The analysis points towards the need for Pfizer/BioNTech to consider the factors to be in a market equilibrium where the supply meets the demand (Figure 1. Market Equilibrium (Pettinger, 2019).
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[bookmark: _Ref121405970][bookmark: _Toc121478087]Figure 1. Market Equilibrium (Pettinger, 2019)
[bookmark: _Toc80702585][bookmark: _Toc121231122][bookmark: _Toc121484893]2.2 The analysis of factors 

      Various factors influence demand and supply; among these are the price of the products, their income, prices of related goods or services, consumer expectations, the volume of consumers in the market and many others. This section is centred on the Pfizer/BioNTech Covid vaccine analysis. The following factors are considered, the price of substitutes, the price of complements, the income of consumers, their preferences and expectation of price and the demographic.
2.1.1 [bookmark: _Toc80702586][bookmark: _Toc121231123][bookmark: _Toc121484894]Price of substitutes

     As discussed previously, Pfizer operates in multiple markets worldwide. It aims to provide access to its products across countries with different income levels. It has registered high demand since first authorisation (Pfizer, 2020); however, the demand for Covid jabs has fallen (Smyth, 2022), and it is forecasted that the doses delivered will be reduced further and the price is expected to rise (See Figure 1. Covid vaccine deliveries, prices per dose and revenue. Source; Airfinity forecasts).

Covid vaccine deliveries, prices per dose and revenue
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[bookmark: _Ref121312739][bookmark: _Toc121478088]Figure 2. Covid vaccine deliveries, prices per dose and revenue. Source; Airfinity forecasts
      Among the causes of lower demand can be changes in preferences, lower prices of substitutes. Based on World Health Organisation (2020) Pfizer/BioNTech vaccines substitutes are the Jenssen, Moderna,  Sinopharm and Oxford AstraZeneca, thus there are few alternatives available that can triger compettition.  In term of pricing, it varies from country to country and has not been fully disclosed. Neverthless, many countries still struged to aquire vaccines at an afordable price. Based on Birnbaum et al. (2020) Pfizer/BioNTech is selling at the highest price compared to other alternative companies. Additionally, the price is lower for E.U compared to U.S ( Figure 2. Price of Covid vaccine per dose. Source Bernstein Research). 
Price per dose
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[bookmark: _Ref121317362][bookmark: _Toc121478089]Figure 3. Price of Covid vaccine per dose. Source Bernstein Research
      As discussed by Goodwin , et al.,( 2020) if the price increases that could generate lower demand and consumers may search for cheaper alternatives available on the market.  Therefore, if the prices of Pfizer/ BioNTech will remain high while the demand decreases further and cheaper options are available it could shift the consumer choise towards more afordable vaccines. 


2.1.2 [bookmark: _Toc80702587][bookmark: _Toc121231124][bookmark: _Toc121484895]Price of complements 
   Besides that, the demand being impacted by the price of substitutes can also be influenced by the price of complements. A complement can be defined as another product or service that adds value to each other (Boyce, 2021); therefore, it is usually purchased together. While analysing the price changes, it is essential to consider the prices of complements; if the price decrease for one product, the demand for the complementary product will also increase and vice versa (Figure (Sexton, 2015).
An example of relation between product and complement.
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[bookmark: _Ref121319455][bookmark: _Toc121478090]Figure 4. Complementary Goods. Source: (Sexton, 2015)
           While Pfizer, along with other COVID-19 alternative vaccines, is critical to save people’s lives and end the pandemic, according to Global Healthcare Systems & Services and Pharmaceutical & Medical Products Practices (2021), the diagnostics, antibody medicines and other therapeutics are among essential complements. As projected in Figure 3. Complementary Goods. Source: (Sexton, 2015) (Sexton, 2015) a potential rise in the price of Covid Vaccine will impact the demand for complements, which would mean a downward shift in demand for antibody medicines and other therapeutics. 

2.1.3 [bookmark: _Toc80702588][bookmark: _Toc121231125][bookmark: _Toc121484896]Consumer Income 
         Consumer income is another important factor that impacts demand. The Access to COVID-19 Tools Accelerator was launched to ensure product equitable and efficient distribution (Dodson, 2022). The governments were responsible for acquiring vaccines for the population, which would mean the vaccine distribution based on specific criteria. As the economy has been affected by the pandemic, consumers struggled to face challenges in terms of employment; however, the more significant challenge was to make these vaccines available to all people, including least developed countries. As the vaccine is a necessity, not a luxury product, the consumer income did not have a high impact; on the other hand, developed countries struggled could acquire the vaccines. There were issues with meeting the high demand, as these were distributed on a first-come, first-served basis. Weise (2022) condemned this strategy and implied that the focus should have been on saving the most lives.
2.1.4 [bookmark: _Toc80702589][bookmark: _Toc121231126][bookmark: _Toc121484897]Consumer tastes and preferences 
[bookmark: _Toc80702590]   Many factors can influence customers' tastes and preferences; for example, a preference for a particular vaccine because of branding would cause lower demand for others. A preference change will eventually cause a change in demand (Sivagnanam, 2010). Primarily the demand for Covid vaccines is driven by their efficiency. Even if consumers may have preferences for vaccines in the UK, they will offer vaccines suitable for people (NHS, 2022).

2.1.5 [bookmark: _Toc121231127][bookmark: _Toc121484898]Consumer expectations of price 

      Consumer expectations of price refer to the economic outlook, which means that if consumers expect an improved economy, they may purchase more goods. Conversely, their willingness to buy goods or services may decline if they expect an economic decline. As discussed by (McEachern, 2010), if the consumers expect the price of the preferred product to fall, they may wait to purchase it at a lower price, and the demand falls; however, if the price is low, the demand increases. Curtin (2019), on the other hand, suggested that consumers make their decisions based on price data and expectations. In terms of Pfizer/BioNTech, governments hold the responsibility for procurement, and it is highly questionable whether, in this case, their decision to purchase is based on expectations of price. As shown in (Figure 1. Covid vaccine deliveries, prices per dose and revenue. Source: Airfinity forecasts), the prices are expected to rise in 2023, which would mean higher demand for 2020 compared to 2023.  
2.1.6 [bookmark: _Toc121231128][bookmark: _Toc121484899]Demographics 

      Another essential factor that influences demand is demographic changes. According to (Fernandes, 2020), a potential increase in mortality on a global level led to changes in demand. Similarly, Mester (2017) argued that a potential slowdown in population growth rates would impact long-run economic growth, including consumption. The Pfizer vaccine is expected to have at least a 1.7billion doses in 2023 (Erman & Mishra, 2021); nevertheless, the number is decreasing compared to 2021 and 2022; thus, the demand is also decreasing.  
[bookmark: _Toc121484900]2.3 Summary  

     This section discussed the main factors that impact the demand for Pfizer/BioNTech, remarkably the price of substitutes, the price of complements, the income of consumers, their preferences and expectation of price and the demographic. The results show that potential changes in any factors mentioned earlier will contribute to a shift in demand.














3. [bookmark: _Toc80702592][bookmark: _Toc121484901]Price Elasticity of Demand

3.1 [bookmark: _Toc121484902]Introduction 

       Price elasticity of demand refers to the measurement of changes in product quantity in relation to price. According to James (2021), a price increase will determine the quantity demanded to drop, which means the price is elastic. Price elasticity is affected by multiple factors: substitution, income, and pricing policy. This section describes how the Pfizer Covid vaccine is affected. It determines whether the price is more elastic or inelastic and discusses factors that determine price elasticity, including recommendations for pricing policy Pfizer could employ.
3.2 [bookmark: _Toc121484903]Factors that affect price elasticity

       The factors that impact the price elasticity of demand include the need for the product, the availability of substitute goods, the income effects, time under consideration, perishability, production technique and many others. This analysis particularly focuses on substitution effects and income concerning Pfizer vaccine.
[bookmark: _Toc80702594][bookmark: _Toc121484904]3.2.1 Substitution Effects (Luxury or necessity)   

     The substitution effect is the decline in sales for a product or service, which can be related to buyers swapping to cheaper options, particularly when the price rises, or their income does not change (Boyle& Schmitt, 2022). 
As of December 08, 2022, a total of 6,652,850 people died from the (Worldometer, 2022); therefore, to prevent people from dying, Covid jabs are a necessity. Consumers also perceive the vaccine to be a necessity. On the other hand, it is essential to mention that a small share of people worldwide is hesitantly against Covid vaccines in general. According to al-Gharbi (2022), people are questioning how safe and effective the vaccines are, considering it has developed rapidly. Also, there are uncertainties concerning long-term side effects. 
Even though controversial views about Covid-19 vaccines remain a necessity that would mean the item is inelastic, the demand may slightly change because of the shift in price (Figure 5. Inelastic Demand. Source; Hofstrand (2020).
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[bookmark: _Ref121424634][bookmark: _Toc121478091]Figure 5. Inelastic Demand. Source; Hofstrand (2020)

[bookmark: _Toc80702595][bookmark: _Toc121484905][bookmark: _Toc80702596]3.2.2 Income Effects 

       Income effects mean that if the price goes down for a good the purchasing power would increase for consumers allowing them to purchase more. As discussed by Estevez (2022) as income rises the demand for them also increases. 
The purchase of vaccines could represent a small portion of consumer’s income however, these are not purchased by individuals but are acquired by government to provide free of charge for population. For example, United Kingdom spent overall £600m on Pfizer jabs (Brooks, 2021).
Richer countries would prioritise the jabs based on their efficiency whereas developing countries may prefer cheaper options for vaccines, a more affordable. The demand is rather inelastic as it is not highly influenced by income changes particularly if referring to more developed countries. However, a more detailed analysis can be useful to have a better understanding of the elasticity of demand for vaccines in developed and developing countries.
3.3 [bookmark: _Toc121484906]Pricing Policy 

        Setting an effective and equitable pricing policy is crucial for the company's reputation and success. The pricing policy must be strongly aligned with company goals, market analysis, demand and supply, manufacturing capacity and other aspects. As the demand for the Pfizer vaccine is expected to drop in 2023, thus a high price or even increasing the price for vaccines will allow the company to keep its profit high. Pfizer and other similar companies adopted a flexible pricing strategy which means the prices vary; for example, the price is higher for America and lower for Europe; this creates controversies, and a well-established pricing strategy must be in place to motivate these choices. It is fundamental to ensure transparency why the price is differentiated and how this can contribute to a more equitable distribution of vaccines to avoid potential damage to the company's global reputation.
3.4 [bookmark: _Toc121484907]Summary 

       To summarise, this section discussed the price elasticity of demand in relation to Pfizer Covid vaccine. The product is a necessity; therefore, the price is inelastic, potential changes in price could cause a small shift in demand. As most of the buyers prioritise the efficiency of vaccines, a cheaper price of substitutes has little impact on Pfizer vaccine demand. 
[bookmark: _Toc121484908]4.Conclusion 

      Pfizer is a giant in the pharmaceutical and biomedical industry and has made a significant contribution to health care. This report aimed to analyse the demand/supply, market equilibrium and price elasticity of demand for the Pfizer/BioNTech vaccine. 
In terms of factors that impact demand, remarkably the price of substitutes, the price of complements, the income of consumers, their preferences and expectation of price and the demographic, the analysis shows that potential changes in any factors mentioned earlier will contribute to a shift in demand. As the vaccine is a necessity, not a luxury, the price is inelastic, and potential price changes could cause a slight shift in demand. As most of the buyers prioritise the efficiency of vaccines, a lower price of substitutes has little impact on Pfizer vaccine demand. Pfizer maintains a flexible price policing, which is somewhat effective; however, there is a lack of reasons behind it. To increase efficiency, it is recommended to contribute to a more equitable distribution of vaccines and provide vaccines at a lower price for developing countries.
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Moderna 15.00 18.00 20.0
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AstraZeneca/Oxford 4.00 2.19 -45.3
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