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Price elasticity in short run is 0.2

in Long run is 0.7
,

Price elasticity of demand =

Pere.nl#angeinquntitydemand
percentage change in price

- in short run price elasticity = 0.2 if the midpoint
method

to change in quantity demand0.2 =

-

$12.20 - i.8) ÷ ( 1.8-42.21 } of
=
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Z

fo percentage change in demand = 0.09 14%7
which mean demand will decrease by 4% in the short run

,
in long run price elasticity = 0.7

0.7 = t.ch#geinguantitydemand
OI
2

; percent change in quantity demand =
= 0.14114%1

, so percent change in quantity demand will decrease It .
in the long run



Elasticity is depend on time horizon because there is a

possibility that substitute for oil might come in anytime
and people might prefer that over heating oil

. Thus
,
they

respond more easily to change in the price of heating oil in
the long run than in the short run .
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it If the income is 20,000
,
then the price of pizza rises from $8 to $10

,
and the quantity demand decrease from 40 to 32 . By Midpoint method ,

the price

elasticity of demand is calculated as follow
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ii ) If the income is 24,000 price of pizz rises $8 to $10 ,
and quantity demand decveas from so to 95
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i. price elasticity of demand
at income $24000 is -0.472



percentage change in quantity demandincome elasticity of demand =-

Percentage change in income

it if income raise from $20
,
ooo to $29

,
ooo

,
when pizza at price $12 the quality

demand will be 24 and 30
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o: income elasticity of demand = 3%÷ ÷
' °

at price $12 is 1.222

= to ÷ Izz = f, x'I = 1.222 #

Ii ) when the pizza at price 16
,
the quantity of demand will be 8

with income 20,000 and 12 with income 24000

Q
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= 12 - 8

i. income elasticity of demand ¥ ÷
°

at price $16 is 2.2
= to ÷ I = Fox # = 2.2 #
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