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Table 2

Vs

Manufacturing Incustries which Lower Prices in the
Fice of Impert Comzetition

LT R X P L L X T - - - - - P T X X L 2

Tobacce

Rubber

Leather

Textiles

Knitting and Clothing
Furniture

Eiecirical Produce
Chemical

Other

On the export sice, for most primary cemmagity grougs
(iéc!uding, general acricultural and mining goods), it is assumed that
Canacian exparters are price takers who continue to sell at the given
United States final consumer price after Unfted States tariffs are
removed. This implies a winé¢fall profit for Canadian exporters, anc
in 2 natjona) accounts sense, higner Canadian expore: prices. in theée
instances, Canadian domestic suppiy is increased through investment
bus in mes: instances, there 1is no upward prassure on Canadian

domestic prices.

2.5 Reiurns Tc Scale Anc Specializatien

In the theoretical literature, the mest impertant argumenz
for free <ctrade is that 2 counrtry would be ailowed t3 procuce
commodities in which it has a comparative advantage. This effect is
hangled endogenously by the trade equations within TIM. Another
argument for free trade is that a country would be abie to produce
more €7 jtS exjport geods and thus be able to enjey increzsing returns

20 scile which would Jeac t3 an increase in the productivity e tne

n
-4
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