www.ieun.ir

S azml g 500G 4 (Sl
Sgu o0 Wy le dlwgsls
0,295 (53130 (SN0 1Tt g do 5
Bleo (ool 5555 sgmdils
S ol (o oIS
Wehdy.morady.g@gmail com

‘Copyright © 2004 South-WesterniThomson Learning

el oo jlas Oles 5l aS Cuns sl g0 joi0 ©

o sl sty e
ehey moracy g@gmetcom

Sgu g0 Jyle diwgals 4.3;31 5 S 4 Kily

slojls b 5S> ez gl o *
‘ o25locse 03555 1) 095
S els” golazl L 5l eilsi oo Lo @
[olisss . Jpsl 595
prais baie) gan )0 pulgioe Lo
asls i g ol (1Ko by pagd
Sgd o (Siumly 40 ymio (ol 45 il

25255 5,
Mehd)

QS0 B o1y 03 (Sui sl eole 55, S5 0
3900 sl Sloz Sl ez c b (S el Ay 4y @

S o0 00le] g (gl 095 gl ©

WS a3 Sl
S g0 oadlive 093 (slo)S il @ | LS e
Calizee j9iS cpaiz 5l o] Slakad a5 g e 393 ile jlgus

...oA.n"

2255 s3lye s34n il 5 Ao s

Mehdy.morady.o@gmail.com

S ca dle wgals 5l azsl g KouSs a4 Sl

sobz aelez a5 conl pl dalas slazdl as” oy y5le a5 aly

slojls 4 b uisS 0 @555 418z 1) ladgh § aiiS oo adys
2liges Jos felr 93 sl

20855 530 s34 iy 5 4az 3

Mehdy.morady.g@gmail.com

Sgu g0 yle dwgols 5l 4.7u‘ 9,00 4 Siwly

LY pdm adgs 55 53,5l (e B2k 5l gaels g ol81 @
Azlye leeS Alis b a5 0l @5k 51 500 (o el g
WS o

lioe Gt Jlgm ¥ lxtsl Jg @
Sl oole 5 o0tz yly (glalins ;K40 &y (Sily [,z ®
60551 Gy alaleo Gy5b 5l b 1 4z 5 oy bl 4z o

o255 ol 5o iy o

Mehdy.morady.g@gmail.com




www.ieun.ir

Oy olaidl gl dees S

Sl S5 Gkl poye a5 amd e & Hbl Gl a (Sls @
QLS g 085l |y 055 slajls s "l Ags sl Aol 5 (S

S 5 a0 579 VS 90 LS
5o9LaS g el i ls sgzg ya g0 oS

faisS 0y Gz 4z Wb plS 2
93,5] Cowsy alalee b 5l nb 1) 4z g o Wb ax @

SIS oy Ase &y (S alales g s o551 @

00 5] Gy alalna o 51y S50z 4z 5

0255 5350 S ilng 9 Aoz s
g@gmail.com

598 g el ol

Sy
sl atsla Juss 4 5,5

Minutes Needed to
Make 1 Ounce of:

Amount of Meat
or Potatoes
Produced in 8 Hours

Meat Potatoes
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Meat Potatoes
Farmer 60 min/oz 15 minfoz Boz 320z
Rancher 20 min/oz 10 minfoz 24 02 48 oz

Soutnwestern

(a) The Farmer 's Production Possibilities Frontier
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Meat (ounces)
If there is no trade,
the farmer chooses
8 this production and
consumption.
4 3
0 16 32 Potatoes (ounces)

(b) The Rancher 's Production Possibilities Frontier
Meat (ounces)

2
If there is no trade,
the rancher chooses:
this production and
consumption.

12 &

0 24 48
Potatoes (ounces)
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The farmer should produce potatoes.

The rancher should produce meat.
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(a) The Farmer’s Production and Consumption

Meat (ounces)
Farmer's
consumption
with trade
8 Farmer's
production and
" consumption
5 A without trade
4
A Farmer's
production
with trade
[ 32 Potatoes (ounces).
16—‘ =17
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Farmer Rancher
Meat Potatoes Meat Potatoes
Without Trade:
Production and Consumption 40z 16 oz 12 oz 2402
With Trade:
Production 0oz 320z 18 oz 120z
Trade Gets5oz  Gives 150z  Gives50z  Gets 150z
Consumption S50 1702 1302 270z
Gains from Trade:
Increase in Consumption +10z +10z +1az +3 o0z
55 530 sen iilg 5 4oz
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Farmer Rancher
Meat Potatoes Meat Potatoes
Without Trade:
Production and Consumption 4oz 160z 12 02 2402
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(b) The Rancher’s Production and Consumption

Meat (ounces)
2 Rancher's
production
with trade [r—
consumption
a8 with trade
13
L B* Rancher's
— o production and
12 consumption
without trade
0 12 24 27

48
Potatoes (ounces)

2255 53y se islng 5 4oz
Mehdy.morady.g@gmail.com

oeseie |y 55 85lge 010 0929 ugi slaan e 0 a5 Solas o
WS ol ) S A b (S 4z 0
o9t alaleo Wb Jpame ol Jlado az @

Who can produce potatoes at a lower
cost--the farmer or the rancher?
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The Rancher has an absolute advantage in
the production of both meat and potatoes.
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. Opportunity Cost of:
10z of Meat 1 0z of Potatoes

ol 5 S a>
IS oo Caje (oS 4 4.0z potatoes 1/4 oz meat

JodlS L 5 lis 2 0z potatoes 1/2 oz meat
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...S0, the Rancher has a
comparative advantage in the

production of meat but the
Farmer has a comparative
advantage in the production of
potatoes.

0255 5350 S ilng 9 Aoz s 2255 s3lye s34n il 5 Ao s
Mehdy.morady.g@gmail.com Mehdy.morady.g@gmail.com

FYI—The Legacy of Adam Smith
and David Ricardo

abolae 5 sile » Adam Smith

« In his 1776 book An Inquiry into the Nature and

o3 1y iy ol Ly 0500 dralr 10 dad (9 yoges eely abolaa @ Causes of the Wealth of Nations, Adam Smith

39 e 3,10 oo o &5 (glatea > oS o &S IS o performed a detailed analysis of trade and economic
interdependence, which economists still adhere to

today.

« David Ricardo
« In his 1816 book Principles of Political Economy
and Taxation, David Ricardo developed the
principle of comparative advantage as we know it

today.

o sl sty e
ehey morady g@gmel

e Su e potde slp 0 )8 SG

AS oS |y iSe yeu) G0g3 b gy L LT @ Sasl andlo aiw g ols Koo (lo,eiS Ll Lo ,ea8 LT @
Hedlim w9 31y glite 3Mle b3l (65lemy gl 5525 50

Coul dan i 4y JS

Sigd e iy, SIS 55 g 0ud adgi gyl 50 48 LlaYIS —ls g @

Sgdn w5y ,8 25 5 5 ot g S5 53 a8 Lla¥ls ol ols @

o255 ol 5o iy o
Mehdy.morady.g@gmail.com

2255 53050 S il 3 Aoz 5
Mehdy.morady.g@gmail.com




www.ieun.ir

Summary

* Each person consumes goods and services

produced by many other people both in our
country and around the world.

Interdependence and trade are desirable because

they allow everyone to enjoy a greater quantity
and variety of goods and services.

Summary

 There are two ways to compare the ability of
two people producing a good.
¢ The person who can produce a good with a smaller
quantity of inputs has an absolute advantage.

« The person with a smaller opportunity cost has a
comparative advantage.

Summary

The gains from trade are based on comparative
advantage, not absolute advantage.

Trade makes everyone better off because it
allows people to specialize in those activities in
which they have a comparative advantage.

The principle of comparative advantage applies
to countries as well as people.




