emaloyment fncrease fm 2005 of 180,000}, assufing enhanced bilateral
trade octurs, that thére are productivity gains af the kind' we have
assumed, shat governments choose to ¢ampensste thamsalves Tor 1¢s§ o1
custems duties, and that current United 3States trade practicas ara
continued. I, however, this is compared to a warld in which there is
fncrezsed "protectionism” in the United States, and it is assumed that
the Goverament of Cz2nads chooses not o :ompgﬁéa;a ftsalf fur'cuszams
Tgsses, our results suggest that real GNP tn 2008 would be increased
apout 3.5 per cent and employment would he,intreaéad by 250,000.

In our framewgrk, it is pessible to conceive of even Targer
impacts. Frear trade will increase United States economic activity
slightly; aTthaugh we have assumed in this study that does mot oceur.
Access to @ larger market may emable the Bank of Canada to target on &
“real" intergst rata that would be aven lower than otherwise would be
<he case, reducing .the appreciation of the Canadian dallar. The
atility of Canadian entreprensurs to alter production methods and
nenetrate world markets (or beat fmportars in the Canadian market) may
be more robysi than we have canéluded. And ft 15 certainly possible
that Canadizn policy makers will be umable to move the ecanomy it
potential by the mid-1990s, in which event the real impacts would be
Targer thin we have estimated. On the other hand, there could be a
much wezker invesiment response, especially 1f mometary authoritias

fail to react positively, expansion of industries occurs in the Unitad

&7 BCHI, “Canadian Trade, C(ompetitiveness and Sovergignty: The
Prospect of Hew Trade Agrsements With The United States”, {Qutawa,
August 8, 1985).
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