Exercise 2.A:

2.A.1) Given a demand function by p = a — bQ, detive the formula for the elasticity pice 3. Fixing the same intercept, .

of demand, and show that the third property holds elasticity of demand at both points are equal!!
(PED)

2.A.2) Given the market supply p = ¢ + dQ whete d = 0, show that

(@) elasticity of supply is always greater than 1 if ¢ > 0,
(i) elasticity of supply is always eqaul to 1 if ¢ =0,
(iid) elasticity of supply is always less to 1if ¢ < 0.

PO
I [
H E 1A | |
ORIk Prove that PED at both points are equal G, & quantity
® i P = a-ba
black‘ ine ]‘ inverse demand eg
© ved line P = a-CQ&
t.A2) p = c+da 4 %o
Demand g : Gy, = P-C¢C
6 & : a-Po 9
b i1 ¢ >0
PED = o8& - P 1885 = 885/ 8o = 0G5 . P
N - 1. 0p ap /e, bP &
S 5 = v Pz P
b o d &, Po-C
d
PED = \_ . b?o = Po z \ ® ‘Po
)s - P, 3-?0 & P-C
= Py = C+dQ 21
@ @, = 3-" P,-C Ctd@ -2
¢ iy € =0
PED = 8& . P 1-88s = Fo =
bP G\o 1.0p P°-¢0
c @‘0 1.AQg = Py = C+dR <
B ¢ P = ?o

1. a9



