
Part 1 

Volkswagen’s reputation among car buyers was shattered when the public discovered it was 
cheating on its emissions checks.  What happened to equilibrium prices and quantities in the 
market for Audis, which is widely known to be a good substitute for Volkswagens also created in 
Germany? 

Part 2

Prices for steel spiked in Germany after realizing iron reserves were lower than expect.   Steel is an 
important input into vehicle production.  What influence did iron scarcest have on equilibrium 
prices and quantities in the market Audis in Germany?  

Part 3

What is the net effect from the Volkswagen scandal and iron scarcity in the market for Audis? 

Supply and Demand – Q1



• Part 1 

• A hurricane hit the outer banks destroying half of the summer rentals in Hilton Head.  The area itself 
remained beautiful and its desirable was unchanged to tourists.  What happened to equilibrium prices 
and quantities in the vacation rental market in Hilton Head? 

• Part 2

• A month later, the Hilton Head community conducted a large beach nourishment projects, which created 
3,000 new acres of land that was developed with new rental condominiums.  After this project completed, 
what happened to equilibrium prices and quantities in the vacation rental market in Hilton Head? 

• Part 3

• What is the net effect from hurricane and new development on the market for rentals in Hilton Head? 

Supply and Demand – Q2



• Part 1 

• Russia invaded Crimea, a beautiful island just south of Ukraine, in 2014.  The popular tourist 
destination was on the fringe of war.  Many tourists cancelled their vacations to Crimea.  What 
happened to equilibrium prices and quantities in the market for restaurants in Crimea? 

• Part 2

• While Crimea was occupied, the Ukrainian government decided to close its beautiful castles 
frequented often by tourists.   What happened to equilibrium prices and quantities for 
restaurants in Crimea?  

• Part 3

• What is the net effect from the occupation of Crimea and the Ukrainian government shutting 
down its castles to tourists? 

Supply and Demand – Q3



• Part 1 

• Recently, Greenville’s government got very concerned about the health of its citizens 
and added a $10 cholesterol tax to all hotdogs and hamburgers purchases.  What 
happened to prices and quantities in the market for mustard?  

• Part 2

• Grey Poupon was infuriated by Greenville’s policy and decided to stop selling its 
products in the entire state of North Carolina.  What happened to prices and quantity 
in the market for mustard?

• Part 3

• What is the net effect from the cholesterol tax and the Grey Poupon ban on mustard 
prices and quantities in Greenville?  

Supply and Demand – Q4



• Part 1 

• Who has an absolute advantage in producing lobsters?  crab cakes? 

• Part 2

• What is Maine’s opportunity cost of producing a lobster? crab cake? 

• What is Maryland’s opportunity cost of producing a lobster? crab cake? 

• Part 3

• What should Maine specialize in producing? 

• What should Maryland specialize in producing? 

• Part 4 

• If both states specialize in their comparative advantage and split trade evenly how many lobsters do each state consume?  Crab cakes?  

• Will both states agree to these terms of trade?  If not, what state would not agree? 

• Are there terms of trade, other than a 50/50 split, that both states would agree to?  If possible, give an example.  

PPFs and International Trade 


