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Price elasticity of demand for heating oil is 0.2 in short run
ofO

. 7 in long run .
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.
the quantity demanded will decrease i. the quantity demanded will decrease

by 41 . in short run . by 14% in long run .

b.) it depends on the time horizon because consumers can have
a greater substitutes in long run than the short run which

means greater substitutes lead to more elasticity .
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A.) Income at 20,000 ,
Po = 8 Qb = 40 Income at $24,000 ,

Po =3 Qp = 50

P
,
= 10 Qb = 32 P

,
= 10 Qb = 45

M = 10-82
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b.) is the price is $12 , hi. = ? ii. the price is $16 , the = ?

f. OQD = 302-4242×100=251 . f. job = 1258--1100=50-1 .
f. DI = 2400%02%000-+100 = 20-1 . f. OI = 240%-002-8000×100=20-1 .

-I - DQD
µ =
t.LI

MI = TOI t.LI

=
50.1.

= Ift
.

= 1.25 Toy .
= 2

-
5
#

.

'

. Income elasticity at price 5112=1.25 # .

'

.
Income elasticity at price 416=2.5#


