Running Head: ECON 310		1
ECON 310		7







[bookmark: _GoBack]ECON 310
Student’s Name
Institution
Date


ECON 310
Graph 1
Production Possibility Frontier (PPF) Brazil
Clothes (thousands)Clothes	 0	50	100
Soda 	 50	25	0

		100							
	
		
		  50


		      0		          25		50	soda (thousands)
Graph 2
Production Possibility Frontier (PPF) USA
Clothes (thousands)Clothes 	 0	32.5	65
Soda	 250	125	0

	        65						
	
	     32.5
	         

	          0	       125	    250	Soda (thousands)


Graph 3
Without trade (USA)
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Graph 4
Without trade (Brazil)
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Graphs 1 and 2 illuminate a straight-line production possibility frontier when costs are constant for Brazil and the US. It is presumed that the US can produce 65,000 units of clothing and 250,000 cans of soda every year, whereas Brazil can produce 100,000 units of clothing and 50,000 cans of soda. Contrarily, graphs 3 and 4 elucidate that Brazil produces and consumes 50,000 clothing and 25,000 cans of soda while the US produces and consumes 32,500 units of clothing and 125,000 cans of soda every year.
           Specialization refers to a production method whereby a business centers on producing a restricted scope of goods to accomplish a significant degree of efficiency (Lashkaripour, 2020). The US should specialize in the production of soda since it has a comparative advantage over Brazil. Also, Brazil would specialize in clothes production as it has a comparative advantage over the US. With the countries having a greater comparative advantage over one another in the production of clothes and soda, they can negotiate a trade agreement to import and export between themselves. 
           Labor-intensive good requires a considerable amount of labor to produce within labor intensive industries (Kisi et al., 2017). In this context, the labor-intensive good is clothes because significant efforts are required to produce it. However, soda would be regarded as capital-intensive good.
           The marginal rate of transformation denotes the number of units or amount of good done without producing or accomplishing one unit of another good. From the production possibilities frontier (PFF) graphs above, it can be concluded that the marginal rate for the US would be four to one. The US opportunity cost in manufacturing one unit less of soda will attain four units of clothing. Therefore, the marginal rate for Brazil would thereby be two to one. 
A labor-abundant country is one whose comparative endowment of labor is significant compared to other countries, while a capital-abundant country is endowed with capital compared to other countries. A country is labeled labor-abundant when its relative labor abundance is depicted by the quantity of labor or prices of goods produced (Ali et al., 2020). On the other hand, a country is labeled capital-abundant when it has abundant physical amounts of a country's factors. In this scenario, the US is labeled a capital-abundant country, while Brazil is considered a labor-abundant country. The assumption is made based on information drawn from the Heckscher-Ohlin trade model (H-O Model).
Developing countries hinge on national and economic growth to accomplish the Millennium Development Goals. Hence international trade is considered a powerful instrument to inspire economic progress and eradicate poverty. Trade has various benefits that ensure poverty within developing countries is reduced. Foremost, it eradicates extreme hunger and poverty in a country. Trade can reduce by half the proportion of those living disenfranchised lives and suffer from hunger. Jeffrey Sachs, and former Director of the UN Millennium Project, once stated, “when countries open up to trade, they generally benefit because they can sell more, then they can buy more. And trade has a two-way gain.” 
           Also, trade has the benefit of bolstering the development of global partnerships for development (Britz et al., 2020). When developing countries engage in trade activities with other countries worldwide, they develop global partnerships essential to address the needs of the least developed countries. Correspondingly, global partnerships for development are realized by developing countries as trade barriers that cripple trade relations between them and the developed countries become reduced or alleviated. Poverty has plagued and beleaguered the economy of many developing countries. Therefore, developing countries have to hasten their economic growth by wisely opening their markets significantly. In this regard, the standard justification is that trade liberalization will improve efficiency in distributing scarce resources, enhance economic welfare and contribute to long-term economic growth. Trade will help trigger strong economic growth in developing countries, as discussed.  Many developing countries have currently expanded their markets because they can export and import goods to and from other developed countries worldwide. 
           However, developing countries need to deal with issues like political instability and civil unrest noticeable in them. These ordeals usually hamper investment and trade agreements that would help spearhead economic growth. Potential investors look for countries with politically stable governance to invest in their projects. But they flee from countries where political and civil unrests are the order of the day. Besides, developing countries can decrease poverty by improving educational standards as well as financial investments.












References
Ali, S., Yusop, Z., Kaliappan, S. R., & Chin, L. (2020). Trade-induced Unemployment in Labor-abundant and Capital-abundant OIC Countries: Asymmetric Evidence from Quantile-on-Quantile Regression. International Economic Journal, 1-21.
Britz, W., Jafari, Y., Nekhay, O., & Roson, R. (2020). Modeling Trade and Income Distribution in Six Developing Countries A dynamic general equilibrium analysis up to the year 2050. University Ca'Foscari of Venice, Dept. of Economics Research Paper Series No, 3.
Kisi, K. P., Mani, N., Rojas, E. M., & Foster, E. T. (2017). Optimal productivity in labor-intensive construction operations: Pilot study. Journal of Construction Engineering and Management, 143(3), 04016107.
Lashkaripour, A. (2020). Within-industry specialization and global market power. American Economic Journal: Microeconomics, 12(1), 75-124.
