
#1 Demonstrate how PCC with varying price Py, (Px and Income are fixed) can give us the price 
elasticity of Y to be equal to, less than, or greater than 1 in absolute value
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1. Sy = - 6×+60 if 8=0 → 4=0+40
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C) The result of price change , consumption of cups o increased by n

The result of substitution effect
,

Increase in Py makes x seems less expensive
s
.
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The result of income effect

IE = OX = Xz- xp = O LO
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→ consume less x and more y
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d) Demand of cups o soup

( Q , P ) The demand curve of cups o soup
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Old ( 2011.5) have positive slope so
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If consumers do not buy less of a commonality when their income rises ,

then the goods are normal goods .

Substitution and income would decrease the consumption when the price

of normal good increase .

So
,
increase in price lead to buy less of good .


