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Summary:

Consumption-price curve: C-PC

Is a graph that shows the relationship between the consumption of good and its price. It’s also
known as demand curve.

The curve slopes downward meaning that as the price of a good increases, the quantity of that good
that consumers demand decreases, and vice versa.

Consumption—-INCOME curve: C-IC

Is a graph that shows the relationship between the consumption of good and its budget. It’s also
known as angel curve.

The curve slopes downward meaning that as the budget of consumer increases, the quantity of that
good that consumers demand increases, and vice versa.

The substitution effect:

Is the effect of a change in the price of good on the demand of others goods. When the price
increases, consumers tend to substitute cheaper goods for it. For example: if the price of beef
increases, consumers may substitute chicken or fish instead.

The income effect:

Is the effect of a change in the price of good on consumers’ purchasing power. When the price of
good increases, consumers have less money to spend on other goods. This leads to a decrease in
the demand for all goods, including the good whose price increased.

Regular or normal good

Is a good for which demand increases as the price decreases, which is known as demand law.
Minimum good

Is a raw material or primary product that is subject to a minimum price agreement. This type of
agreement is typically used for agricultural commodities, as these types of commodities are prone to
spoilage, which can erode their market value.

Giffen good

Is a good for which demand increases as the price increases, this is the opposite of normal good.

Example: staple food, such as rice or wheat



