Production Exercise

1.
	Country
	Production / unit of labor

	
	Fish
	Chip

	USA
	100
	150

	Thailand
	50
	60


a. Which country has absolute advantage in fish? Which country has absolute advantage in chip? What is the trade pattern according to principle of absolute advantage?

b. Which country has comparative advantage in fish? Which country has comparative advantage in chip? 

c. Find the world joint PPF.

d. Find the range of the world price that makes each country produces the good that it has comparative advantage (normalize price of fish equal to $1). Which country exports Fish? Which country export chips?

e. Suppose that the world price of chips is 5/6, find the production pattern and the trade pattern of both countries (again, normalize price of fish equal to $1).

f. Suppose that the world price of chips is 1/3, find the production pattern and the trade pattern of both countries (again, normalize price of fish equal to $1).

2 .

	 
	Labor requirement per unit

	
	Sue
	John

	Homework
	3 hours
	4 hours

	Cake
	6 hours
	2 hours


According to the above table, who has comparative advantage in homework? who has comparative advantage in Cake? Find the joint PPF and the range of the price that makes both Sue and John produces what they have comparative advantage.
