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a) Nh, in the short run = 0.2 Pz a 2.20
9

Up in the long run = 0.7 P
,
= 9.80

Ap : Pg - P, I 2.20 - 1.80 I 0.40

Midpoint for tap = Pg - P, 0.4
-

= - = O. 2 = 20 I
4/2

(Pg TP, 1/2 I
-

2.201-1.80=4

From Up = QD
Yap

pa
short run

• In short run ; I AQD = (MD) (TAP)

= (0.2 ) ( 20

= 4 -I.

i
. The quantity demanded for heating oil in the short run will decrease by 4 I

to long run
• In long run ;

I AQD = (MD ) ( TAP)

= (0.7) (20T )

= 14 -/.

.

'

.

The quantity demanded for heating oil in the long run will decrease by 141 #

b) AIS : the elasticity of heating oil depends on the time horizon because of the

availability of the substitutes that people might prefer at that time
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② lil Income = 20,0008

P
,
= 8

,
QD
,
= 40

Pg = 10
g Qb,

= 32

Ap = pg - P, = 10-8 = 2

A QD = Qb
,
- Qb
,

a 32 - 40 =
- 8

• Midpoint for -tap a Pg - P, 2

(PFE
=

Tyga
i 0.22 = 22.1

• Midpoint for T AQD = Qbz- QD,

,

= ¥7 = - on = -on

By Midpoint Method ; Mp=Aap
= -2/21
- =

- I

22/-1
Up = - I #

.

'

.

If the income is 820,000
,
the price elasticity of demand is - I

#
Cii) Income = 40,000$
P
,
= 8

, Pg - 10 spa AP = Pz - P, = ②

Qp
,

= 50
, QD
,
= 45 → AQD = Qb

,
- Qp

,

' 45 - 50=-50



• Midpoint for Y AP = 0.22--22-1

• Midpoint for t- AQD = Qb
,

- Qb
,

-5

-

=
-

- -

(Qbz top , )G
95£47 .sn

= 0.11 = my

By Midpoint Method ; Mp=Aap
=

-Hi
¥

=
- 0.5

Up = - 0.5

i
.

If the income = 40,0008 , the price elasticity of demand = - 0.5

#

⑨ Ci ) At Price = 124

o Income Elasticity ; U±=AaQ
24,000 30

25
-l- AQ

p
= 30-4 x ago = 251.

24/4
20

-f AI I 24,000-2-0,000
-

81/00 = 201

20,0007 I
5

'
I
' =¥r= us

#
4

i
.
At 128

,
the income elasticity of demand is 1.25

#

Cii ) At Price = 168

I:÷÷:/
" A" ' '

II. xiao -- soo
-l- AI = 20 -I.

he ' =Ff = as
#

.

'

.
At ios

,
the income elasticity of demand is 2.5

#
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¥
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Qs

Find the points on s that has

a) Ms > i Ane no point on S that is satisfied#

b) Us a 1 And no point on s that is satisfied#

c) Us = I Aris According to graph ,
At point A , Ms - I #


