Daily Exercise Solution

Demand by A?

WTP equation: WTP, = 200 — %QA
Decision rule: WTP, = P

Substituting and solving:

1
P =200—-
70

1
P—200=—-
704

Q, = 800 — 4P

Demand by B?

WTPB - 200 - QB
WTPg = P

Substituting and solving:
P =200 - Qg

5 =200—P



Market demand?
Qv = Q4+ Qp
Q, = (800 — 4P) + (200 — P)

Qu = 1000 — 5P

Intercepts?
P=0 Qy = 1000—-0
Qy = 1000
Qu =0 0 =1000 - 5P
P =200
P
200
Qi1 WT Py
1000

Om



