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1 4 Calculate the own price elasticityofdemand
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1.5 Calculate the cross price elasticity of demand
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The product is a necessary product
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i The landofthe household utility is approximately 2.414
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3.6 Derive the MRSand show that MRS is decreasing in
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As increases the denominator gets bigger and

MRS decreases

As increases y decreases and the
numerator gets

smaller so MRS decreases

Therefore MRS is decreasing in X


