Answers
1. 
a. Forgoing the production of 1 metric ton of fish allows Bermuda to produce 2,000 additional hotel stays. Therefore, forgoing the production of 286 metric tons of fish allows Bermuda to produce 2,000x286 =572,000 additional hotel stays. If all fishermen worked in the hotel industry, Bermuda could produce 538,000 +572,000=1,110,000 hotel stays.  
b. Forgoing the production of 2,000 hotel stays allows Bermuda to produce 1 additional metric ton of fish, so giving up 538,000 hotel stays allows Bermuda to produce 538,000/2,000 =269 additional metric tons of fish. If all hotel employees worked in the fishing industry, Bermuda could produce 286 +269=555 metric tons of fish. 
c. The accompanying diagram shows the production possibility frontier for Bermuda. Note that it is a straight line because the opportunity cost is constant. Point A is Bermuda’s actual production point. 
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2. 
a. Since countries gain from specializing in production of the goods and services in which they have a comparative advantage, the United States must have the comparative advantage in aircraft production, and China must have the comparative advantage in production of trousers, slacks and jeans.
b. [bookmark: _GoBack]Since trade has nothing to do with absolute advantage, we cannot determine from this data which country has an absolute advantage in either of these goods. 
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