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Chapter 5, Activity 4 answer, page 294

In the answer to part (1), the highlighted number should be 8.33 to match the formula directly above it. The
answer of -1.05 is correct.

Activity 4: Price elasticity of demand

1

At a price of £1.20, annual demand is 800,000 units.

For a price rise:

% change in quantity % x 100% = 8.75% (fall)
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% change in price X 100% = 8.33% (rise)

=

Price elasticity of demand at price = 822 = -1.05
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