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③ a) short run (midpoint method ) Long run (midpoint method )

hp = i. Do. hp : isa
i.SP % s p

hp = Q, - Q2 Pr + P2 hp = Q, - Q2 Pr + P2
•

2
•

2
Q, t Qz Qi + Q2

z
Pa - Pz 2

Pa - P2

hp = i. DO. . Pi
+ P2 hp = i. DO. . PatB
z 2

Py - Pz P
,
- Pz

0.2 = f. SO. . 2.2+1.8 0.7 = f. SO. . 2.2+1.8
2 2

2.2 - 7.8 2.2 - 7.8

0.2 = f. DO. . 5 d % DO. = 0.04 % SO, = 0.14

i. In short run
,
due to price elasticity of demand

,
the quantity of heating oil demanded decreases by 41.

i. In long run , due to price elasticity of demand
,
the quantity of heating oil demanded decreases by 14%

b) i. Actually , elasticity depends on the other substitutes
. For this situation

,
the more time it happen,

the more time it happen, the more substitutes you can find . This is the reason why this

elasticity depend on time horizon .
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