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Homework 1
Due Friday, Sept. 15
1. In the x,y plane, graph the following.

a) y = 3

b) y = 2x

c) y = x + 5

d) y = 10 – (½)x

2. Solve and graph the following systems.


a) y = 2x  and   x = 5


b) y = 1 + x   and   y = 8 – x


c) x = 2y  and   x = 4 – y

3. Draw, label, and explain the simple circular flow diagram. Imagine the first loser from Survivor had to actually live alone on an island for a year. How would that person's circular flow diagram be different?    

4. Draw a production possibilities frontier (PPF) for studying and all other activities in each day (24 hours), assuming that time is the only input and each hour is equally productive in each activity. 
5.  Consider the PPF you drew for question (4) above. How would the shape change if studying became more difficult (boring?) the more you did it?  Explain with a new drawing.

6. Explain the difference between positive and normative analysis.

7. Consider the first Survivor from question 3.  Explain the link between the technology, productivity, and quality of life on the island.

8. TRUE/FALSE/UNCERTAIN and EXPLAIN

a) “Two countries can achieve gains from trade even if one of the countries has an absolute advantage in the production of all goods.”

b) Voluntary trade can't make the traders worse off.

9. Assume that Brad and Angelina are the only two people in the world and that they both produce guns and butter.  To produce 1 gun, Brad requires (2) hours and Angelina requires (1) hours.  To produce 1 unit of butter, Brad requires (1) hours and Angelina requires (2) hour.  Each person has 12 hours available per day.

a) Who has a comparative advantage in guns?  In butter?

b) Graph the consumption line of each person on the same graph.  If each person wants the same amount of each (guns and butter), graph the consumption point for each.

c) Graph the consumption point for each person if these two decide to specialize and trade.  How does it compare with the previous consumption point?  What does this tell us about trade?

See the course web page for an infinite number of practice problems like this one!
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