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Quiz
Question 1
The family spending on jeans is arrived at by placing considerations on the household's income and the item's price. The circular flow diagram represents a small production unit, including small-time manufacturers and families. Thus such a market involved in the jeans business is a small firm and retailer. Demand for products and goods and services in the circular flow diagram corresponds to the flow of services and goods for jeans. Lastly, the flow of dollars reaches with the circular flow diagram firm.
Question 2
	country
	items

	
	jeans
	cellphones

	china
	1000
	100

	United States
	1000
	50



Part A
China would yield 1000+100=1100 on both cellphones and jeans.
The United States would yield 1000+50=1050 on jeans and cellphones.
Part B
The first process is finding the cost of jeans in terms of cellphones
China’s opportunity cost
100/1000=1/10 therefore 1/10cellphones=1 jean
United States opportunity cost
50/1000=1/20 therefore 1/20 cell phones=1 jean
Part C
United States' opportunity cost
1000/50=20 therefore 20 jeans=1 cellphone
China opportunity cost
1000/100=10, therefore, ten jeans=1 cell phone
Part D
Concerning the opportunity cost, the country with the lower opportunity cost in producing jeans should consider producing more jeans, and the other country should stop producing jeans.1/10>1/20; therefore, china will produce no jeans while the United States will produce 1000 jeans within the assumption that there is specialization.
Part E
In the case of specialization in jeans production, this will lead to a higher comparative advantage in the United States, and China would specialize in cell phone production. China possesses a lower opportunity cost when producing cell phones while the united states have a favorable opportunity cost for producing jeans.


