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Trading Blocs: Pros 
and Cons
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! A benefit of greater economic integration

! Entry of country into a customs union leads to 
the transfer of production from a high cost 
producer to a low cost producer
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! A disadvantage of greater economic integration

! Entry of country into a customs union leads to 
the transfer of production from a low cost 
producer to a high cost producer

Trade Diversion
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After Trade Diversion 
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