ECON 20  Fall 2008 In class quality check:   THE GAINS FROM TRADE

Names: ___________________________________________________

Objective: Using simple algebra and geometry to demonstrate the economic gains from free – trade. 
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1. Plot Adam and Eve’s PPF

	
	
	


2. What is Eve’s Opportunity Cost for producing 1 unit of fish? ___________

Show your equation here:

3. What is Adam’s Opportunity Cost for producing one unit of fish? ________
Show your equation here:

4. Who has the comparative Advantage in the production of rabbits? __________

5. Based on Comparative Advantage who should catch the fish? _____________
6. Who has the absolute advantage in production? _________________________
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If Adam and Eve Barter What are the Minimum- Maximum Terms of Trade (How much would they be willing to exchange for
One Fish: ____________________________

One Rabbit: __________________________

What are three assumptions underlying the production possibility curve in the short run?

What are three reasons given to limit trade?

What are the unintended consequences of limiting trade?

Who is our biggest trading partner?

