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Arg the impacts develsped im tafs shuuy Targe 2rough? Tha
Suginess Council an ﬂahwunaT [ssues has recenily uec]arnd that "mosT
25noMi€E wag nave sotuaied The Subiesy talisve that frass nilizerat
trisd would rifse cer capise GNF ia Lanada by 37 pnr‘en:“._, Gur
results dre below tha range of sugh estimates (2.5 per ceat. anag iA
‘employment increasa in ZDGS of 130,000}, dssuming enhanced bilateral
trade Octurs, That thare are productivity gains of the Xind we have
assumed, that gavernments choose to cdmpensate themsalves for 1655 of
eushams duties, and that current United Statas trade practfces are
contd nuea._ [f, however, this {4 commared tc 2 world fn wnich Sners 15
fngrezsea “aratactianism im the Unitad Statas, amd 1% is assumes tha
the Govermment of Canaga chodses not Top compensate itsalf for custurs
losses. our resuits suggest that real GNP {n 20095 would be ingreased
abeut 3.5 ger cent and employment would be imcreased by 250,000,
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_ In otr framewark, 1% 1% possible o Zonceive of even liarger
impacts. Frear trade will increase United States ecomomic acsivity
sltigntly, aithough we have agsumed in this study that does ngt ogcur.
Ageags to 2 Targer Mmarket may enable the Bank of Canada to target sn &

"peal® interest rate that would be aven Tower thar gtherwise wau1d ba
the casa, reducing the aporeciation af the Canadian dollar. The
gbility of Canddfan entrepreneurs 19 alter groduction methods and
pengtrate world markets {or beat immerters in the Canadian market) may
be morez robust tham wa have concluded. Ang i3 is certainly possible
that Canadizn policy makers will be unafle o mava che: acgnemy §2
potantial ty tha mig=1890s, in whigh even® the real immacts: wauld be

_Targer than we have astimated. 0n the ather hand, thara could he 3 *
mych wezkar investient rasponss, aspacially if monetary aythorizies
fail to. react positively, axpansiom of indusiries in the United Ssartas
rather than in Canada, and substitution of new non-tariff bDareiers Sar
e oid gnes. Given these czasiderayians, we think 1t nussihle that

.gzins fn real GNP coyld be sne-~half ser cent Towar than those we have
estimated and as as much as 1.3. ger cent higrerc
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But would this Ba Truly significant? We think sycn
differencas ars intaresting but nat ¢ritical to the debate as he
central fnature of these results dees ndt Tie {n the percentace
1ﬂ:a:~. Wnat is fm'nr.ant fs the character af the resulis. There i3

"disiogatfan", “But virtualiy ali income, spending, and preducing
sectors, in atl uf the srovingas, gainm from e palicy. Tois
di#¥feult to conceive of any other pﬁ!fcy satiing wAich ¢ould opravide
such gains I0.averycne withour encumpering future generations with &
Targe dedt Taaq.
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