
 

Compensated law of demand
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Pairs Xs x suck that at

price p Pa Pa they imply
expenditure è_

Consider now a new price Vector

P Pi Pa sit Pi P and pick

Slope of the new Iso expenditure
line is now increased
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At this new prices indeed

Più Lg p x ̅ reduction
of the purchase

of the commodity
that became

more expensive

P E ha P ù increase

in gity purchased
of the commodity
that is now

relatively
cheaper



HICKSIAN WEALTH COMPENSATION
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When prices change the Hicksian

demand measures the

change in demand that would

emerge if we were adjusting
Wealth expenditure in such a

way to keep the consumer at
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Consider a change in prices
Suck that
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