e natioral iccounting sensa. in tnesg acsounii, thg TarmiFTT ds

1L

meitag

45 an inefrect tax an the  cansumation of Toreign goads.

L3

LR

margdgrg, in ime fagx oF & Tarifferzcuciion  mimuiation fn Wmics
United 3tates pricas and the exchange rais are held constant, tnere 1y
me change im the arfee oFf the imporsed gogas to Canaca, as & Sountry,

BUT  I%e  g¢auds appear cheager ta ihe Canadians wng goRsumg them.  In
its. dagie strugture, TIM ungerszatas one Tikaly effect of 2 resuction
in trede pricas T that a lawering of the <ot of imports may lesd to

a volumeary reduction fn mrices an the part of Canadian producs=s  wag

fpsl tmat thefr market is threatened by cheaper fmporis. In our

anaiysis, we have comgensated for-tnis by reducing selactiad returns %o
cagizal and industry Arice margins.
1.2.1.3% Productian Functien - Zcme of She differences Dbelwesn the

tHis stucy amg ogthers can e axpiaines Dy the d4ifTerent assumstiens

‘cencerning the produétisa fungiisa, In TIM, comsiant. returms fo scals

ms][@

are azssumed.- The grass output of an industry 15 assumed %9 be ¥

ah

function of not cnly the amount of capital angd Tzbaur that is ermigve
sus  alsk  che nezessary amoeunts af euigyt from other industries. Tre
tradea?? hetwean capital and labour is captured by using am inverszc
Cobg=Dauglas  peaductfan funstian  for esgtmatian of emaleyment
requirements. However, tAg iatarmedfite inmets from other industirigs
ars corsumee in fixed amgunts in the Lesatief style of produsticn
function. in a medel in whRich facreasing rFaturns o scale are
zssumed, arasustivity san n&=in=rga5ed'mereiy~byAincreasﬁng zre lTave]

af ihpu:s. in Tid, aroductivity ‘s increased thraugn  3ime  as

b=
1
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