
#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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Suppose that the price of y decreases to 2$ white price of ✗ and income

remain unchanged .
the budget line changes to BL , : 4×+211=120

I want to find the point such that yy
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→ If the consumer consume 30 units of y ,
he will consume 25 units of ✗ .

( assuming he has to use all of his budget 1 The bundle illustrates as point Ey .
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Bho : 1.5×+64=60
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If he wants to consume an additional unit of ✗
,

he has to sacrifice 10 = 0.25 Unit of y .
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Find the point where he equally spends on both goods .

Xo : 1.58 = 30 7 ✗ = 20
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