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a) Short run long run

A change from i.8 to 2.2 0.7 =
% -1010
200/9

= 2.2 - 18
✗ 100 = 20

2
FAQs =

14¥ = 15 . 56 to

a 20 percent rise I. If the price increases by 22.22%
,

o : the price rises by 20 to and
the quantity demanded decreases by 15.56quantity falls by 204 ' .

Ng = %-1 ① ☐

TAP

0.2 = % -1 Qrs

200/9
I

%AQ☐ = 0.2 × 20-0
9

= = 4.44%

•

°

.
If the price increases by 22.22% ,

the quantity demanded decreases by 25%
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a) i.) Np -- slope .

( Pi -1Pa) II. ) ND= -

Is .

so-1¢,

Q
, + Qz

= -5 .

78

.
8+10 95

= ¥ 40+32
= -0.947 #

= -5 . 18

72

= - 1.25 #

b) Income elasticity of demand = %AQ☐

1-AI

i ) price $12 ii ) price $1b

%AQ☐= 30-24
z,

✗ 100

g
+ noo

= 50%f. AQ☐= 12-8
= 251 .

f. I = 20%
He -11 = 24,000-20,000×100

20,000 Ni
= 50%

204 .
= 20 to

y;=
25% = 2.5 #
20%

= 1.25 #


