The. aggrezate employment gdins are partially offsat by

frcgcss on 1abuur supply. Increzsed real wage incomes encouragde 2ntry
ints the iatgur force, and the reductian in “official” unemployment in
1832 i limitad to &C,000; in 20085, ¢he reduction raacres 84,000,

Thiz, neverthelass, constiiutes a signivizdnt reduction in the

umemployment rate, which is cepicted in Figure 3. It may also be
netea that the comparatively modest employment gains in the 1990s and
beyond raflect the view of the base case that the economy would
aiready be operating closer to full employment. IF the United States
follows protectiomist trade practices {pr, eguivalently, in the gvent
trat the 19%0s are otherwiss troubled yenrs}, this constraint on
srcloymenc gains would be relaxed, and botn ihe employment gains and
tre recuition . in thelumempigyment rate would be larger.
Alzarnatively, increas2d irmigration couicd relax the labour supply

genstraint.
Figure 4.
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As. Tigure 4 displays, infiation is significantly recuced in
gl years {rom 1988 thrqugh tg the mid-1980s 23 2 resuit of bath



