ECONOMICS401

QUESTION

A.  Calculate  the  point  elasticity  of  demand  and  supply  of  Toyota  cars  from August-July 2011.  

ANSWER

A.  Calculate  the  point  elasticity  of  demand  and  supply  of  Toyota  cars  from August-July 2011.  

Point elasticity for demand = 
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Point elasticity for supply = 
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QUESTION

B. Calculate  the  Arc  elasticity  of  demand  and  supply  of  Toyota  cars  from December-July 2011.

ANSWER

Arc elasticity of demand = 
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Arc elasticity of supply = 
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PART B

QUESTION

A.Why  the  sales  revenue  of  Toyota  cars  has  decreased in  2012?  Elaborate your answer by keeping in view the calculated answers in part A. 
ANSWER

1. The most important reason behind to the reject in the trade of Toyota cars in 2012 is the imports of  25000 vehicles.

2. Indus motors are not very clever to make an alter to carry cars to match the Euro II standards

QUESTION

B.  What  will  be  the  effect  on  the  equilibrium  situation  of  Toyota  cars  demand curve  as  Toyota  did  not  converted  their  cars  on  Euro-II  standards?  Illustrate graphically by taking supposed equilibrium condition of Toyota cars. 

ANSWER

Demand and Supply cure cross each other the point is Equilibrium point. Because Toyota cars did not transformed into Euro-II  standards. http://vustudents.ning.com/
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QUESTION

C. As  an  Economic  advisor,  if  you  suggest  Pakistan’s  department  of transportation  to  impose  costly  regulation  on  manufacturers  of  imported  in order  to  facilitate  domestic  infant  industry.  What will  be  the  impact  of  costly regulation on the equilibrium situation of Toyota cars? Illustrate graphically.

http://vustudents.ning.com/
ANSWER

By keeping in mind the written situation the demand curve is shift upward making D/D/.
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