
#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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If consumers donot buy lessof a commodity whentheir income rises
thegoods are normalgoods
Substitutionsandincome woulddecreasethe consumptionwhen thepriceof normalgoodsincreas
So increase in PriceLevel lead to buyless of goods
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C The result ofpricechange consumption of cups0 increased by1

Theresult of substitution effect
Increase in Pymakes seems less expensive
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Theresult ofincome effect
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TE i f consume less and money whenrealincome decreases
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The demand curve of cups0 home

i l Qw a positive slope so it must begiffengood


