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Production Possibilities and Relative
Supply
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Fig. 6-1: Relative Prices Determine the
Economy’s Output




Production Possibilities and Relative
Supply (cont.)




Fig. 6-2: How an Increase in the Relative Price of
Cloth Affects Relative Supply
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Relative Prices and Demand
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Relative Prices and Demand
(cont.)




Relative Prices and Demand
(cont.)
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Relative Prices and Demand
(cont.)




Fig. 6-3: Production, Consumption, and f;ﬁ
Trade in the Standard Model '




Relative Prices and Demand
(cont.)




Relative Prices and Demand
(cont.)




Fig. 6-4: Effects of a Rise in the Relative Price of
Cloth and Gains from Trade
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The Welfare Effects of Changes in the
Terms of Trade




Determining Relative Prices




Fig. 6-5a: Equilibrium Relative Price with Trade :'::--f
and Associated Trade Flows '




Fig. 6-5b: Equilibrium Relative Price with Trade
and Associated Trade Flows
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The Effects of Economic Growth







Biased Growth
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Fig. 6-6: Biased Growth (cont.)




The Effects of Economic Growth (cont.)




Fig. 6-7a: Growth and World Relative




Fig. 6-7b: Growth and World Relative
Supply




The Effects of Economic Growth (cont.)
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The Effects of Economic Growth (cont.)




Has the Growth of Newly Industrializing
Countries Hurt Advanced Nations?
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Fig. 6-8: Evolution of the Terms of Trade for the
United States and China (1980-2011, 2000 = 100)

United
— States

Source: World Development Indicators, World Bank.




Import Tariffs and Export Subsidies:
Simultaneous Shifts in RS and RD
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Relative Price and Supply Effects of a
Tariff
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Fig. 6-9: Effects of a Food Tariff on the f:ﬁ
Terms of Trade '




Relative Price and Supply Effects of a
Tariff (cont.)
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Fig. 6-10: Effects of a Cloth
Subsidy on the Terms of Trade




Effects of an Export Subsidy
(cont.)
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Implications of Terms of Trade Effects:
Who Gains and Who Loses?




Implications of Terms of Trade Effects:
Who Gains and Who Loses? (cont.)
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Implications of Terms of Trade Effects:
Who Gains and Who Loses? (cont.)
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Implications of Terms of Trade Effects:
Who Gains and Who Loses? (cont.)




Summary




Summary (cont.)
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