
HW#5  Due September 22, 2020



Mankiw Page 107





























 



Q Qd 1AQda Midpoint elasticity the canadle
P Pol 4APP1 72

Price risesfrom 1.8to2.2 It meansthat IAP 2.21.8 201 0.2
2.21.81
2

In short run 2 1Had 0.2 1dad iAadi 0.04 41
1AP 0.2

So inshort run quantitydemanded decreasesby4 t

In long run q 1Had 0.7 1doD THAD 0.14 144
1AP

In long run quantity demandedwilldecrease by 14 1

cbi Long run price elasticity is higher because consumers
have moretime to reactand findalternative source of energy
to substitute for the heating oil



Q Qd 1AQdCa Midpoint elasticity if canaan
P Pol 4APP1 72

Dmlil income 20,000in

10 8
When price increases from 8 to 10 price increasesby lots 0.2222 2222

2
3240So Qdchanges from 40 to32 Qd decreases by eggyo i 0.2222 22.22

2
Therefore 2 t.IQ 22.22 1 unitelastic

1AP 22.22

e income 24,000un 10 8
When price increases from 8 to 10 price increasesby lots 0.2222 22221

2
4550 0.1053 10.53 tSo Qdchanges from 50 to45 Qddecreases by casio
2

Therefore 2 t.IQ 10.53 0.4739 inelastic
1AP 22.22



b z 1Had
1HI

24000 20000
Income increases from 20,000 to 24,000 III 100 20120000

ci price 12wow

Qd increases from 24togo IAdd BE424 100 251

Therefore
z iHad e 225 1.25 luxury goods

1 AI

orai price 16we

Qd increases from 8 to12 1Had Hgs x100 501

Therefore
y tAQd e 520 2.5 luxury goods

HI


