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Consider a region with two islands, Weave and Whittle. Suppose that Weave workers are more
productive in producing both shirts and boomerangs, a result of differences in soil conditions,
climate, or worker skills. The table below shows output per worker. Suppose the two islands are
initially self-sufficient, with each household producing all the shirts and boomerangs it
consumes. a. What is the opportunity cost of a boomerang (measured in shirts) in Weave? b.
What is the opportunity cost of a shirt (measured in boomerangs) in Weave? c. What is the
opportunity cost of a shirt (measured in boomerangs) in Whittle? d. Which island has the
comparative advantage in shirt production? Suppose a Weave household switches one hour from
boomerang production to shirt production, while a Whittle household switches two hours from
shirt production to boomerang production. The Weave household then trades 4 shirts to the
Whittle household in exchange for 2 boomerangs. e. Ignoring any transaction cost, what are the
gains from trade for each type of household? f. If the transaction takes 1/4 of an hour, what are
the gains from trade for each type of household?.Read less
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	1. Consider a region  with two islands, Weave and Whittle. Suppose that Weave workers are more
productive in producing both shirts and boomerangs, a result of differences in soil conditions,
climate, or worker skills. The table below shows output per worker. Suppose the two islands are
initially self-sufficient, with each household producing all the shirts and boomerangs it
consumes. a. What is the opportunity cost of a boomerang (measured in shirts) in Weave? b.
What is the opportunity cost of a shirt (measured in boomerangs) in Weave? c. What is the
opportunity cost of a shirt (measured in boomerangs) in Whittle? d. Which island has the
comparative advantage in shirt production? Suppose a Weave household switches one hour from
boomerang production to shirt production, while a Whittle household switches two hours from
shirt production to boomerang production. The Weave household then trades 4 shirts to the
Whittle household in exchange for 2 boomerangs. e. Ignoring any transaction cost, what are the
gains from trade for each type of household? f. If the transaction takes 1/4 of an hour, what are
the gains from trade for each type of household?
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