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NOTE: All work must be shown on the paper; otherwise the mark will be zero. Whenever
possible, use diagrams to illustrate your answer.

Pottsville is concerned with listeria and will therefore ban the import of Canadian lunch
meats into Pottsville. What are the economic effects of such a ban.

The demand and supply equations for Canadian lunch meats are given below.
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The demand and supply for bananas on the Island of Pottsville are given by the following
equations:

poits
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The Island is under a trade embargo. If the embargo were lifted. foreign firms would be
allowed to see bananas to the Island’s consumers. The supply curve of foreign firms is
oiven by:

P=20+Qs"™  (3) 5\20*3"6” P-20

What are the economic effects of lifting the embargo to allow foreign firms to sell to
islanders? Ilustrate your answer.
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