Unit 2

ACTIVITY 16 |
Reasons for Changes in Suppl

Supply of Foreign and Domestic Cars

Supply of foreign and domestically produced
cars in the U.S. (Q)

Price (P)

Part A.

Read the following seven newspaper headlines. In each case, decide if the event will cause any
change in the supply of cars. If so, determine if it is an increase or a decrease, and write the cor-
rect answer. Begin at curve C. If you think headline 1 means there will be a decrease in supply,
write “decrease” in the first blank and “B” in the second blank; move to curve B to do headline 2.
If you think supply will increase, write “increase” and “D” in the blanks for headline 2; move to
curve D to do headline 3. If no change, write “N.C.”

Move only one curve at a time. Do not skip from, say, A to C, even if you think the headline
means there will be a large change in supply. Do not go beyond the five curves. If you are at A
and the next headline implies a decrease in supply, you goofed somewhere. There is one headline
that implies that the supply of cars does not change.

1. Auto Workers’ Union Agrees to Wage and Fringe Cuts

Supply Curve

2. New Robot Technology Increases Efficiency

Supply Curve

3. Nationwide Auto Strike Began at Midnight

Supply Curve

4. New Auto Import Quotas Reduce Flow of Foreign Cars

Supply ‘ Curve
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5. Cost of Steel Rises

Supply Curve

6. Auto Producer Goes Bankrupt, Closes Operation

Supply Curve

7. Buyers Reject New Models
Supply Curve

Part B.

Categorize each change in supply according to the reason that affected supply. Write

the number of the headline next to the reason for the change in supply. In some cases, more
than one headline could be matched to a reason.

A change in the cost of production

A change in technology

Natural disaster/other event that causes decrease in production

Government policies
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