Your group will be assigned one good or service. Your goal is to estimate the price elasticity of

demand for it.

Step 1

Write out the formula for elasticity of demand:

Step 2

In your own group, find out what is the highest price at which only one person will buy this

product?

(Write down P1= __________ Qd1= 1 )

Lower the price so that at least one more person in your group will buy this product.

(Write down P2= ___________ Qd2= _________ )

Step 3

Using these two prices, survey students in one other group as to their willingness to buy. Total

the quantity demanded at these prices, including your group as well as the other students you

surveyed.

P1= _______  Qd1 = __________

P2 = _______ Qd2 = __________

Step 4

1. Now calculate the price elasticity of demand.

2. Is demand in this case elastic or inelastic?

3. What factors might explain why it is elastic or inelastic?

4. How does it compare with other elasticities listed in your textbook?
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