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What would be the production possibility frontiers for Brazil and the United States?
Both countries have a constant rate of opportunity cost, marked by a concurrent decrease in the production of cans of soda with every increase in production of units of clothing. This scenario denotes that the resources in both countries are not specialized. A likelihood of this scenario is that the factor intensity ratios were constant at all points in the stages of production.
Without trade, the United States produces and consumes 32,500 units of clothing and 125,000 cans of soda. Without trade Brazil produces and consumes 50,000 units of clothing and 25,000 cans of soda. Denote these points on each country’s production possibility frontier. 


Using what you have learned and any independent research you may conduct, which product should each country specialize in and why?
Since the production of the units of clothing requires more laborers to produce, clothing is the labor intensive good whereas cans of soda are capital intensive goods. The marginal rate of transformation in Brazil is half whereas that for America is 26%. Though America has greater quantities of both labor and capital, Brazil has a greater quantity of labor advantage over America. Similarly, America has a greater capital advantage over Brazil. Therefore, Brazil is the labor abundant country while America is the capital abundant between the two. These findings suggest that Brazil should specialize in production of clothing while America specializes in soda production. The World Trade Organization published a study that show a reduction in poverty levels due to free trade in developing countries, such as Brazil. The developing countries will experience more economic growth if they are open to trade and globalization, thus reducing their poverty levels. However, developing countries need to assert a stable government which helps in developing trade agreements. 
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America PPF
Y-Values	0	125000	250000	65000	32500	0	Cans of Soda
Units of Clothing
Brazil PPF
Y-Values	0	50000	100000	0	Cans of Soda
Units of Clohing
America PPF
Y-Values	0	250000	65000	0	Cans of Soda
Units of Clothing
Brazil PPF
Y-Values	0	25000	50000	100000	50000	0	Cans of Soda
Units of Clothing
