Business 187 – for first midterm ​
Essay question – Comparative Advantage – approximately 25-32 points
In answering this question, you may refer to the text, the packet, and any material provided by the professor.  However, during the test you may NOT refer to any notes you have taken.  

As a student at San Jose State University, you meet a fellow student who is the son of a government official from HillCountry, a small, land-locked nation so remote that its existence was not discovered by the outside world until recently.  Your new friend tells you the prime minister of HillCountry is very worried because a consulting firm from the United States recently calculated that HillCountry is less efficient than the United States in all its major economic activities.  The government of HillCountry believes this data is accurate.  Here is some of the data that the consulting firm calculated:  

	Number of                          labor hours 
required to produce:
	United States
	HillCountry

	
	                                            
	

	‑Bushel of corn                                    
                   
	1 hr.
	100 hrs.

	‑Kilogram of honey
	1
	10
                  

	‑Handcrafted blanket
	10
	30


	‑Kilogram of wool 
	6
	20                           
                   


The prime minister is considering prohibiting international trade. He believes this data indicates HillCountry cannot be competitive in anything.  He believes his country would only be cheated if he allowed free trade. 

A.  Do you believe HillCountry has any comparative advantage or comparative advantages?  Why or why not?  If yes, what do you think the comparative advantage(s) of HillCountry are?  

B.  What would you advise the government of HillCountry to do? You may propose any kind of actions and policies that the government might adopt.  



















































