
relevant factors. The proxtes for the size the Canadian market 

to a drl:p in XL. The efect of a Untted States  tarïff 

reducti .on depends On the. reacti • ns of Canadian exporters.' 

7'n=2 ee•.'ve P ffxe.O ana rear. .7e windfa;1 profts zr 

they could 1ower X? by the amount of the tariff . anb increase 

XK. in actuality, they are more likely - to lower XP by an 

amount less thah the tariff and take. some of 'th é. gains 

ihcrelsed K. 

iL In the fourth case, the exPorts cf a dommodleY ere le"el Y 

institutionarry determined. Natural gas. is a case. In Point. 

This does nct mean that prices . aré • ot relevant. Rather, ln 

suc  h' cases, the impact cf prices and tariffs c an  not be 

reaTistidalTy described by  • simple linear equation. In 

cases  such  as 	judgment- , based oh a knowledue of zne 

political économy'surrounding  the dommdditY, 

when assessind the future of exports. 

must  be used 

In the case .of imports, the size of the Canadian market and 

the price of Caladian goodS relative to that of the importe goods are 

depend on the 'cd.  If it is a consumer good, then Cana_dian person4 ! 

income is generally  used  however, in the case of en inou: to 

production, the real output' of the using induStry ts appliec. rriEE 

equations take the form: 

MK=f(b.1*.actrile'(1i-tr)/dP) 
where 	MOcoristant dollar tmports 

adteactivity variable 
MP=orice Of imports ir Canada 
CP=prioe of gobds produced by Canadians 
tr=Canadian tariff rate 

bi,b2=tconeetr1celly deterined coefficients; 
bl is ploiti -oe and bZ, negative 

7 
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