Appendix S6.1	The economics of consumer demand, responding to a price change

Continuing an example from Box 6.3, this appendix illustrates how the optimal choice changes when the price changes. You can think of the indifference curve in the figures as just one “contour line” in a “contour map” – like a hiking map, except showing the appeal of different combinations of goods. Combinations with more non-food goods and more food (to the top right of the figure) are “uphill,” on higher contour lines. Combination with less other goods and less food (to the bottom left of the figure) are “downhill,” with less appeal.
	In Figure S6.1, the price of other goods has risen, which is bad news for the consumer, and the price of food has fallen, which is good news for the consumer. At the new prices, one can trade 1.8 units of the other goods for 1,000 grams of food. In this example, we picked these new prices so that the bad news and the good news just happened to offset each other, and the consumer remains on the same indifference curve as before. The spending change in response to prices, while holding constant the consumer’s wellbeing, is called the price effect (technically, because the consumer is located on the same indifference curve, this change is called the Hicksian price effect). In this hypothetical illustration, a lower food price leads the consumer to select about 2,600 g of food per day, much more than the consumer chose at the previous higher price. As noted in Box 6.3, this example was chosen because the relative price of food in the United States, compared to other goods, really did fall over the course of the twentieth century, which may have contributed to increased food consumption among Americans.

[Insert Figure S6.1 here]
[caption]Figure S6.1 The theory of consumer choice (with lower food prices)
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