it is almost certain that an enhanced trade agresment woulg alter the

locztion of the activities within industries, but no special
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informaticn ascut  suzh effects was availaczie Tor Ihis sIugy, aac tn

base case estimatas of incustrial location were used in the allocation

of impacts.

1.2.3 Cases Reporte¢ - Given these models, slangard macroeconcmic

" techniques have been followed to estimate national impacts. A base

0|0

case projection of Canadian econom1; activity 1is produced assuming
that current bilateral and multilateral trade practices are mzintainec
over 1985-2005. Alternative projections, 5ased on varying assumptions
about changed tariff and non-tariff barrﬁers..the nature of Canacian
production, and ;;vernment tax policy are then simulated. The results
of these projections are then compared to the base case to measure the
impact of the changed condi:ions. The results provide & measure GF

direct, indirect and induced effects. The principal impact cas2 has

been allocated provincially.

The i{mpact cases reported, and the main assumptions
underlying each, are:

1. Tariff Imoact (CASE I)- This assumes:

= a Canacdian tariff reduction,

L]

a United States tariff reduction,

* where there 1s substantial competition from imports,
Canadian producers lower their price to mest the
competition,

* for price taking exports, Canadian producer prigas rise

to caoture the full Unitad States tax room vacated by The
Unitec States government,
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