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3) Price elasticity of demand in short run = 0.2 long run = 0.7

④ PED = % AQD
Pz - P,
P
,
+ Pz
2

0.2 = % A Qd
2. 2 - 1.8

1.8 - 2.2

2

0.2 = %DQd
0.4

2

% Qd = (0.2×0.4) ÷ 2 = 0.04

i. The quantity of heating oil demanded will decrease by 4% in shot run
.

In long run

0.7 = % DQD
2. 2- 1.8

1. 8 -12.2

2

0.7 = % ☐Qd

¥

% ☐Qd = (0.7×0.4) ÷ 2 = 0.14

i. The quantity of heating oil demanded will decrease by 14% in long run .

④ Elasticity depends on the time horizon because there is a possibility of substitutes for heating oil in the

market
.
It is likely that people might be prefer other source of heating oil in future in case of rise in its

prices .



7. ⑥ i ) when income = 20,000

PED = :/ A in Qd
is in P
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PED = -1

ii ) when income = 20,000
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PED = -0.5

⑥ When price is 12 :

Income elasticity of demand = is in Qd
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YED = 1.22

Ii ) When price is 16 :
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