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O O O At this price all gains gO to Brazil(J which consumes 6,400 containers of shoesl instead of 31J 000 with no
tradel] and consumes 101 800 containers of stereo equipment] instead of 1,400 with no trade[d .Thailand'S
consumptionJ 3,600 containers of shoes and 401 200 containers of stereos(] iS just as it was with no trade. Thailand
has gained nothing from trade at this price although it has lost nothing eitherJ Assume now that trade takes place
at Brazil'S" domestic price” of 5 containers of shoes for each container of stereo equipment.This iS shown in
Exhibit 1.4.At Brazil's internal pricel] all gains gO to hailand[J which now consumes 7,000 containers of shoes

[ instead of 3[J 600 with no traded and 4[] 600 containers of stereo equipment] instead of 4.200 with no trade

[0 .Brazil'S consumption 3,000 containers of shoes and 101 400 containers of stereo equipment.iS the same as
with no trade.Brazil has gained nothing from trade at this price-although neither has it lost anything.NOW let trade
take place at a price in between Thailand's domestic price of 21 to[d] 1and Brazil'S domestic price of 5[] to[] 1

[0 Assume that free bargaining leads to a price of 4-to-1.as seen in Exhibit 1.5.At any price between the boundaries
of 200 to 1 and 5[0 to[J 100 both countries benefit from specializing and trading.At a 400 to[] 1 price[d Thailand
con-sumes 2.800 more containers of shoes as well as 200 more containers of stereo equip-ment than it has
consumed with no trade.Brazil consumes 600 more containers ofshoes as well as 200 more containers of stereo
equipment than it has consumed withno trade.Total combined production of both shoes and stereo equipment has
increasedthrough the specialization process] and it only remains for the exchange ratio to deter mine how this
larger output is distributed between the two countries.
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