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(c) As a result of rising price of soup , consumption of soup
increased by A unit .

As a result of substitution effect
,
the consumption of soup should have decreased

.

However
,
the consumption of

soup has increased ,
which means that the income effect

lead to in areas of consumption .
Therefor

,
the meal at Cups O

'

soup
is

inferior good → decrease of real income , consumption in cream.

.

In conclusion
,
income effect outweighs substitution effect

.
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