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Assume Tl this Sinovac and Pizex wre not perfect substifufion, so the indifference cone will be o conver shage..
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»oubsfitulion Effect @ when pice of Sinovac decenses  tnsomexs will incease Siowe and, substitofe by deceasig Pfizex
in oder o mainfain bis ulilty  conslant (Fom A 8)
 ncome EFfecT ¢ when price of Sivoinc decentes, te puichasing e will incease fiom BL' 10 BL, . Hence, the corsumens will deciease

OlroiaC due o inferior goods, ond, increase Pizex as o voal gods  (Rom Bc)

o Pice Effect 1 ke pice of Sirvac decteases , the consomexs will incvease Siwowe 05 an odinary qeods (Fom A~ C)
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Q when no new sellexs enter, S0 LR-equilibriom is wheve Py = LRIMC = min LRAC #



Price / Cost
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85,0) The mosmize pofit is where the quantify equaks To 10 willn doses @ price & 30 pex doges, i

5b) L= (s0-e8)x10 = & 460 millon =
3.(C) Pj = $ 60 per doses/ nd, G{fq = 1% million closes it

3ed) when e govexoment weeds § = 20 mllon dose, Mooy focss loss becavse ATC 7 .

Theretote, the goemment mat subsidize thaf loss in oder o creale the. incenfive for momply  padkee.
o Each powson Py of §a0 IF

' Stbsidize = (ATC—P)x G?*
(4%~ 40) x20
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