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Unit: Trade Lesson Title: Trade

How we all end up better off...

Fundamentals Steps #1-3 1 Class Period
Deeper Dive Steps #4-8 +1 Class Period
Context

Trade is essential because it allows individuals, firms, and countries to focus on tasks where they
hold a comparative advantage, making them better off overall. Comparative advantage means
being relatively more efficient at a specific task compared to others, enabling specialization and
exchange for mutual benefit. For example, rather than trying to produce everything themselves,
individuals can trade for goods where they lack efficiency, improving overall productivity and well-
being. While trade increases efficiency and economic output, it can sometimes lead to
inequalities, with winners and losers emerging in the process. This highlights the trade-off between
efficiency, which grows the economic "pie," and equity, which determines how the pie is
distributed. Despite these challenges, leveraging comparative advantage remains a powerful tool
for creating value and improving lives through specialization and trade.

Lesson Outcomes
By the end of the lesson, students will be able to:
1. Understand the idea of comparative advantage and how it leads to specialization and
mutual benefits through trade.
2. Understand that, on the whole, trade between two countries will make both countries
better off, even if within a country there could be winners and losers from trade.
3. Learn how specializing in tasks based on comparative advantage can improve individual
and societal outcomes.
4. Understand how a production possibilities curve can be used to illustrate opportunity cost.

L
' Teacher Tip: Although they’re labeled “deep dive” topics, Comparative Advantage,
Production Possibility Curves, and Opportunity Cost are foundational concepts that high school
students can easily grasp—and they’ll greatly deepen their understanding of economics.

The Videos

Four E4E videos are integrated into this lesson plan.

1. Core Video: Trade
a. ExplainerVideo: Comparative Advantage
b. ExplainerVideo: The Production Possibilities Curve
c. ExplainerVideo: Opportunity Cost

Classroom Activities

Fundamentals

1. Discussion: Why don’t professional athletes mow their own lawn? (Opportunity Cost)
2. Paper Clips and Pencils: Why Trade Makes Everyone Better Off

Deeper Dive
3. Identifying Comparative Advantage

I THE UNIVERSITY OF CHICAGO
E m ECONOMICS
mm FOR EVERYONE


https://econ4everyone.uchicago.edu/video/introduction-to-trade/?siblings=%5b1708%5d&syllabus_id=7&unit_id=trade
https://econ4everyone.uchicago.edu/video/comparative-advantage/
https://econ4everyone.uchicago.edu/video/the-production-possibilities-curve/
http://econ4everyone.uchicago.edu/video/opportunity-cost/

Economics for Everyone Unit: Trade Lesson 1 of 1: Trade

STEP #1 Discussion: Why don’t professional athletes usually mow
their own yards? (10 minutes)

I Teacher Instructions: Place students with a partner and project the “Teacher Printable” at the
end of this lesson. Have the students answer each question, one at a time. After each question,
solicit an answer from groups.

Q#1: Most groups will answer the NBA player - it is the logical answer.
Q#2: This is where you need to lead them to the idea of opportunity cost. Here are some typical
student answers, along with suggested teacher responses:

“Because they can (afford to)” “There are many of your parents who could also

“Because they don’t have to” manage to pay for someone to mow your yard
but probably do it themselves. Why?”

“Because it’s not worth it to them” “What do you mean? Why isn’tit worth it? Don’t
they want a nice-looking yard?”

“Because it’s not worth their time” “Why? What could they be doing instead?”

“Because they could be making more money “Really? What are they giving up by deciding to

doing something else” spend an hour mowing their yard?”

The key here is you want to lead students to the idea that the NBA player gives up more
(potential to earn $10,000) than Mitchell does. Then, introduce “opportunity cost” as what is
lost from the next best option people give up whenever they make a choice”

Q#3: You want students to understand: Finish this sentence: The decision about who performs
specific tasks isn’t usually based upon who is best at doing it, it is decided by who gives up the least
(or has the lowest opportunity cost).

STEP #2 Watch the Core Video: Trade &
Answer Comprehension Questions (12 minutes)

@ Trade (7min)

In this video, Professor Min Sok Lee explains the importance of trade in economics and
everyday life, emphasizing its foundational concept of comparative advantage. He
describes how individuals, firms, and countries engage in trade to focus on tasks where
they are relatively more efficient, allowing them to exchange goods and services for mutual
benefit. Using relatable examples, such as reallocating time for gathering food, water, and
shelter, the professor demonstrates how trade improves overall well-being by leveraging
specialization. He also discusses the challenges trade can pose, highlighting the trade-off
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between efficiency, which grows the economic output (or "pie"), and equity, which
determines its distribution. By addressing the controversies surrounding trade, Professor
Lee illustrates how the benefits of specialization and exchange outweigh the difficulties,
encouraging viewers to apply the principles of comparative advantage in their daily lives.

‘za Video Comprehension Questions
1. Whatis the primary reason individuals, firms, or countries engage in trade
according to the video?
a. Toaccumulate wealth without effort
b. To avoid competition with others
c. Toreduce overall production costs
d. To specialize in tasks where they are relatively more efficient

2. Whatis the primary trade-off associated with the benefits of trade?
a. Adecrease in overall efficiency
b. Areduction in available resources
c. Aconflict between efficiency and equity
d. Aloss of specialization advantage

Answer key: d., c.

STEP #3 Activity: Why trade makes everyone better off

(20 minutes)

I Teacher Explanation: This part of the lesson is designed to show students the basic
math behind why trade makes both parties better off. Have the students (with the same
partners from Step #1) work through the Teacher Printable at the end of the lesson. Here
is an answer key for that activity:

United States Canada
MONDAY: All of their Total Paper Clips Made: MONDAY: All of their Total Paper Clips Made:
workers produce paper clips 100 workers produce paper clips 60
Tuesday: All of their Total Pencils Made: Tuesday: All of their Total Pencils Made:
workers produce pencils 50 workers produce pencils 90

Q#1: At the end of the two days, how many of each product will the U.S. have?

100 paper clips, 50
pencils
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Q#2: At the end of the two days, how many of each product will Canada have? 60 paper clips, 90
pencils

Let’s suppose that each country specializes and only makes ONE good.
The U.S. will only make paper clips and Canada will only make pencils.

Q#3: After making 100 paper clips on Monday and 100 more paper clips on Tuesday, | 200 paper clips, 0
how many of each product with the U.S. have?

pencils

Q#4: After making 90 pencils on Monday and 90 more pencils on Tuesday, how 0 paper clips, 180

many of each product will Canada have? pencils

Assume the U.S. trades 90 of their paper clips to Canada for 60 of their

pencils

Q#5: At the end of this trade, how many of each product will the U.S. have? 110 paper clips, 60
pencils

Q#6: At the end of this trade, how many of each product will Canada have? 90 paper clips, 120
pencils

Compare the post-trade totals from the above two questions with the totals each Both are better off; they

country had before trade. Which country is better off? both have more of both
products.

Even though both countries (in total) are better off, not every individual in each Pencil workers in the U.S.

country would necessarily be better off after this trade. Identify two groups of and paper clip makers in

workers who might not be better off after this trade deal: Canada would lose their
jobs. While they might be
able to get new jobs, the
transition could be
difficult, and their skill
sets might not match the
new jobs created.

\ DEEPER DIVE
STEP #4 Watch the Explainer Video: Comparative
Advantage

i

Comparative Advantage (1:44min)

In this video, Faith explains comparative advantage, the foundation of trade, which
is determined by comparing opportunity costs. Using a production possibilities
example, she shows that you have a comparative advantage in websites (giving up
half a logo per website), while Elizabeth has a comparative advantage in logos
(giving up half a website per logo). Comparative advantage is simply about
identifying who has the lowest opportunity cost for producing a good.

I THE UNIVERSITY OF CHICAGO
E m ECONOMICS
mm FOR EVERYONE


https://econ4everyone.uchicago.edu/video/comparative-advantage/

Economics for Everyone

Unit: Trade

Lesson 1 of 1: Trade

\, DEEPER DIVE

STEP #5

Activity: Identifying Comparative Advantage (10
minutes)

' Teacher Explanation: The purpose of this section is for students to be able to
identify which country has a comparative advantage from a simple math (division)
problem. The key they should walk away with is that a country has a comparative
advantage when they have the lower opportunity cost of producing something..

Have the students work through the Teacher Printable at the end of the lesson

i. TEACHER Answer Key:

Qi#1: 80

Q#2: 10

Q#3: 10 tons of fertilizer
Q#4: 40

Q#5: 8

Q#6: 8 tons of fertilizer
Q#7: Canada

Practice Set #1

Qi#1: 20

Qi#1: 5 bushels of corn
Qi#1: 55

Q#1: 11 bushels of corn
Q#1: Germany

Practice Set #2

Qi#1: 8 hats

Q#1: 4 hats

Q#1: Peru

\o DEEPER DIVE

STEP #6

Watch the Explainer Video: The Production
Possibilities Curve (4 minutes)

@ The Production Possibilities Curve (2:11min)
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In this video, Faith introduces the concept of the production possibilities curve, a
graphical representation of trade-offs in production choices. Using a scenario
where eight hours are allocated between designing logos and creating websites,
she explains how different distributions of time result in varying outputs. Faith plots
the data, with the number of websites on the Y-axis and the number of logos on the
X-axis, illustrating the relationship between maximizing production of one good
versus another. She discusses extreme trade-offs at the endpoints of the curve,
such as dedicating all hours to logos or websites, and highlights the efficiency of
points on the curve, like Point B. Additionally, she explains that points inside the
curve, like Point A, indicate inefficiency, while points outside, like Point C, represent
unattainable outputs due to limited resources. By using the production possibilities
curve, viewers can better understand how to visualize resource allocation and
efficiency in production decisions.

\ DEEPER DIVE
STEP #7 Check for Understanding (8 minutes)

Have students complete the following quiz:

Q#1: In the example to the left, someone could
r el spend their 8 hours either working on logos or
0008 fostocos oNwepsiTes | R websites. If they are currently spending 4 hours
i i < 9 working on logos, and they decide to spend an
s £ | additional 2 hours (6 total), what is the
ot o u: . opportunity cost of doing so?
z | Z & 1z
a a | 8 &
Q#2: In the PPC to the left, which of the
Oscies following terms would economists use to
:ﬁ‘ arraINAEL describe the production combination
1z represented at point “A”?
';’ A a) Efficient
& b) Inefficient
: c) Unattainable
02468101214 lea""‘:’Oé
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Q#3: In the PPC to the left, which of the
Gruessres following terms would economists use to
- UNATTAINABLE describe the production combination
1z represented at point “C”?
. a) Efficient
& o< b) Inefficient
g c) Unattainable
0Z 468101214 leg“":“’E

& TEACHER Answer Key:
Q#1: They would give up 4 websites
Q#2: B
Q#3: C

\) DEEPER DIVE

STEP #8 Watch the Explainer Video: Opportunity Cost

@ Opportunity Cost (2:09 min)

In this video, Faith explains opportunity cost, the value of the best alternative
sacrificed when allocating resources. Using an example of designing logos and
creating websites, opportunity costis calculated as the loss in one good divided by
the gain in another. From the production possibilities curve, producing 2 logos costs
4 websites (opportunity cost =2 websites per logo), while producing one website
costs half a logo. The reciprocal relationship arises because the production
possibilities curve is linear.
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TEACHER PRINTABLE
STEP ONE: Activity: Why don’t professional athletes usually mow their own yards?

——

=

This is
Mitchell.
Heis 14
years old
and runs

D MICHELLS o his own
MOWING lawn care
| p— business.

This is
Smithy. He
is an NBA
basketball
player. He
makes $4
million per
yearin
salary and
can earn
$10,000 per
hour signing
autographs.

4 t ’ el

Q#1 | Who do you think would be better (more efficient) at mowing yards? Take into account
their level of fitness, their agility, their stride, their strength.

Q#2 | Why do you think most professional athletes probably don’t mow their own yards?

Q#3 | Finish this sentence: The decision about who performs specific tasks isn’t usually based
upon who is best at doing it, it is decided by who

NOTE: Both images were generated by Chat GPT
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TEACHER PRINTABLE

p—

=

STEP THREE: Post-Video Activity: Why trade makes everyone better off

the embedded questions.

The following provides fictitious examples of production in the U.S. and Canada. Answer

United States

Canada

MONDAY: Al of their Total Paper Clips Made: MONDAY: Al of their

Total Paper Clips Made:

workers produce paper clips 100 workers produce paper clips 60
Tuesday: Al of their Total Pencils Made: Tuesday: Al of their Total Pencils Made:
workers produce pencils 50 workers produce pencils 90

Q#1: At the end of the two days, how many of each product will the U.S. have?

Q#2: At the end of the two days, how many of each product will Canada have?

Let’s suppose that each country specializes and only makes ONE good.
The U.S. will only make paper clips and Canada will only make pencils.

Q#3: After making 100 paper clips on Monday and 100 more paper clips on Tuesday,
how many of each product with the U.S. have?

Q#4: After making 90 pencils on Monday and 90 more pencils on Tuesday, how
many of each product will Canada have?

pencils

Assume the U.S. trades 90 of their paper clips to Canada for 60 of their

Qi#5: At the end of this trade, how many of each product will the U.S. have?

Q#6: At the end of this trade, how many of each product will Canada have?

Compare the post-trade totals from the above two questions with the totals each
country had before trade. Which country is better off?

Even though both countries (in total) are better off, not every individual in each
country would necessarily be better off after this trade. Identify two groups of
workers who might not be better off after this trade deal:

2
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— TEACHER PRINTABLE
EE’; STEP FIVE: Activity: Identify Comparative Advantage

For the following problems, assume that:
the United States can produce EITHER: 80 tons of fertilizer or 8 bicycles per day
Canada can produce EITHER 40 tons of fertilizer or 5 bicycles per day

Q#1: If the U.S. chooses to produce 8 bicycles, how many tons of fertilizer are
they giving up (that they could have produced)?

Q#2: Divide both of the numbers above by 8. We could say for every 1 bicycle
the U.S. produces, they give up how many tons of fertilizer?

Q#3: Let’s reword this...the opportunity cost (what is lost) in the U.S. of
producing 1 bicycle is . (fillin the blank)

Q#4: If Canada chooses to produce 5 bicycles, how many tons of fertilizer are
they giving up (that they could have produced)?

Q#5: Divide both of the numbers above by 5. We could say for every 1 bicycle
Canada produces, they give up how many tons of fertilizer?

Q#6: Let’s reword this...the opportunity cost (what is lost) in Canada of
producing 1 bicycle is . (fillin the blank)

Q#7: Who has the lowest opportunity cost (gives up the least) when they
produce a bicycle?

We say that this country has the comparative advantage in producing bicycles. Both
countries would be better off if this country produces bicycles and trade them for fertilizer.
For the following problems, assume that:

Germany can produce EITHER: 20 bushels of corn or 4 plates per day

Mexico can produce EITHER 55 bushels of corn or 5 plates per day

Q#1: If the Germany chooses to produce 4 plates, how many bushels of corn
are they giving up (that they could have produced)?

Q#2: Let’s reword this...the opportunity cost (what is lost) in Germany of
producing 1 plate is . (fillin the blank)

Q#3: If Mexico chooses to produce 5 plates, how many bushels of corn are they
giving up (that they could have produced)?

Q#4: Let’s reword this...the opportunity cost (what is lost) in Mexico of
producing 1 plate is . (fillin the blank)

Q#5: Which country has the comparative advantage in producing plates?

For the following problems, assume that:

Italy can produce EITHER: 16 hats or 2 headphones per day

Peru can produce EITHER 12 hats or 3 headphones per day

Q#1: Calculate the opportunity cost in Italy of producing 1 headphone.

Q#2: Calculate the opportunity cost in Peru of producing 1 headphone.

Q#3: Which country has the comparative advantage in producing headphones?
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