Assignment 1
	
[bookmark: _GoBack]Group #A9 (09)
Due on: October 10th, 2012.
Professor: Nicholas Rowe.

1- P: 64 – question #3 “Canada and japan”


A- 
	
	Workers needed to make

	
	
	One car
	One tons of grain
	

	
	Canada
	 1/4
	  1/10
	
	

	
	Japan
	 1/4
	 1/5
	
	





B-
[image: ]

C-

	
	Opportunity cost of 

	
	
	1 car
	1 tons of grain
	

	
	Canada
	2 (1/2)
	  2/5 
	
	

	
	Japan
	1 (1/4)
	 4/5
	
	





D-	Neither country has an Absolut benefit in producing cars, since they are equally productive. Canada has an absolute advantage in producing grain, since they have more productivity 

E- 	Japan has a comparative advantage in producing cars, since it has lower opportunity cost in terms of grain. Canada has a comparative advantage in producing grain, since it has a lower opportunity cost in term of cars 

F- 	with half the workers in each country producing each of the goods, Canada would produce 200 million cars and 500 million tons of grain. Japan would produce 200 million cars and 250 million tons of grain. 
G-	from any position with no trade, in which each country is producing some cars and some grain, suppose Canada change 1 worker from manufacturing cars to producing grain. That worker would produce fewer cars and 10 additional tones of grain. Then we suppose that Canada offers to trade 8 tones of grain, so it will be better off if the trade goes through. Suppose japan changes 1 worker from producing gain to producing cars. That worker would produce 4 more cars and 5 fewer tones of grain. Japan will take the trade because it value 4 cars at 5 tones of grain, so it will be better


2- P: 92 – question #3 “Minivans” 

2-

A- People decide to have more children 

[image: ]

B- a strike by steelworkers raises steel prices
[image: ]




C- engineers develop new automate machine for the production of minivans
[image: ]


D- the price of SUVs rises
[image: ]

E- a stock market crash lowers people wealth
[image: ]


 
image5.emf
—
()]

PO e e e e e e - ----











image6.emf
o
(@]

Pl--------------











image1.emf
4007

Cars (Millions)

Japan

Canada

500
Grain (Millions)

1000










image2.emf
D1

Plp--=====----

PO










image3.emf
e

Pl |==============
PO [F========2) ="











image4.emf
10 ) SRR
Pl fommmmmpflmmmm-











-

oot o012

i e o
i e
Oossny et
s 2 '

S ) &



