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SUPPLY AND DEMAND, II
In the New York metropolitan area, the demand for heating oil (in millions of barrels per year) is estimated to be related to price in dollars per barrel by the following equation:

Qd = 1100 - 30P

The supply of heating oil under "normal" competitive conditions is represented by the following equation:

Qs = -500 + 50 P

1.
Plot each function together on one graph (using graph paper).

2.
Find the equilibrium price and quantity (using algebraic method).

Hints:
1.
Remember, equilibrium condition Qs = Qd is the third (unstated and unwritten) equation.



2.
Substitute in to get rid of equations and unknowns.



3.
Try to get remaining unknowns on left side and numbers (knowns) on right side.



4.
The equation remains in balance as long as you perform some operation (addition, substraction, multiplication, division) on both sides of the equation (but don't multiply or divide by zero).

3.
If an oil cartel is established that will sell heating oil in any quantity, but only at $25per barrel, find the new equilibrium price and quantity.  Hint:  Think horizontal. Show on graph.

4.
If the government freezes the price of oil at $15 to reduce inflation, calculate the excess demand for fuel oil at this price.  Illustrate the excess demand on the graph.

