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Summary  

At the end, friends to summarize it's time for a quick revision. 

Today’s session covered an important concept of 1) 

Consumption function: It is a linear function which is 

dependent on income. i.e. as income increases consumption 

increases but less proportionately. We also learnt about 

psychological law of consumption  

1) As income increases consumption expenditure increases but 

less proportionately.  

2) Income is always bifurcated into spending and savings 

3) Increase in income will increase the savings. Lastly we also 

learnt about APC and MPC. It is important to note that APC and 

MPC both lie between 0 and 1. Hope this session was 

enlightening. 

 


