
#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) As a result of price change , the consumption of Cup O' soup increased by 1
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i. The consumption of xd and yt when real income I .
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o : The demand curve has positive slope
which effect the law of demand .

From this
,
we can conclude that Cup O

'

soup

will be giffen good .

③ Form the theory , this means that the goods can be considered as a normal goods . But , because

of price change , the substitution effect will make the consumer buy less of goods because it looks more

expensive .
But

,
the increase of prices makes the consumer has less power to buy and they

will purchase less

of goods . To conclude
,
both of substitution effect and in com effect for price rises effect the consumer to buy less .


