
#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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c) The result of price change , consumption of Cups O T i

The result on substitution effects
,

Py T → X seems less expensive
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③ If the consumer do not buy less of commodity where their income increase, the goods are normal goods .
The substitution and income will reduce the consumption when the price of normal good increase .

So increase in price lead to buy less of good .


