Production-Possibilities essay notes
1

                      Acres req’d
   Acres  req’d    Opp.
  Opp.




   1,000 bu.        1,000 bu.      Cost of     Cost of




   Corn                wheat          1 bu corn   1 bu wheat




9/6= 1 1/3        6/9=2/3
Reff’s Farm

9 acres
    6 acres
    foregone      foregone
                                                                            Wheat           corn 
                                                                            4/6= 2/3              6/4 = 1 1/2
Bru’s Farm            4 acres              6 acres          foregone      foregone
                                                                             Wheat          corn
Input problem:   put the number associated with the foregone good in the denominator (bottom of fraction).
Bru’s Farm foregoes less wheat with each bushel of corn produced (2/3); therefore, this farm has the comparative advantage in the production of corn.
Reff’s Farm foregoes less corn with each bushel of wheat produced(2/3); therefore, this farm has the comparative advantage in the production of wheat.
2 & 3  Reff’s Farm  
  90 acres divided by 9 acres = 10 * 1,000 bu. = 10,000    bu  corn

  90  acres divided by 6 acres= 15 * 1,000 bu = 15,000 bu wheat

  Bru’s Farm

  90 acres divided by 4 acres = 22.5 *1,000bu = 22,500 bu. Corn
  90  acres divided by 6 acres= 15 * 1,000 bu = 15,000 bu wheat
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                     output
    output
      Opp.
     Opp.




  (000)
     (000)
      Cost of     Cost of




   Corn                wheat        1 bu corn   1 bu wheat




15/10            10/15
                                                                               1.5 bu.        .67 bu.                                   
Reff’s Farm

10

        15
    foregone      foregone

                                                                            Wheat           corn 

                                                                            15/22.5  =    22.5/15=







     .67 bu.

1.5 bu.  
Bru’s Farm            22.5                      15         foregone      foregone

                                                                             Wheat          corn

5 Bru’s Farm has comparative advantage in corn

  Reff’s Farm has comparative advantage in wheat

