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Up in short run = 0.2

ND in long run = 0.7

If the price of heating oil
rises from $1.80 to $2.20 per gallon ,
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i . Qi, will decrease 14% in long run .

b) The elasticity depends on the time horizon because
there can

be more substitutes as the time changes . More
substitutes lead

to more elasticity .



7- a) If income is $20000 ,
P = -IQ, -118 at 140,87 and 132,10) .

If income is $24000 g p = - Ig Qp +28
at 150,81 and 145,101

Price elasticity of demand by midpoint method
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b) Income elasticity of demand
as income increases from

$20,000 to $24,000

is the price is $12 ,
the income elasticity of demand is
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the income elasticity of demand islittle price is $16
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