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ncnetariff paremiers and from increzced Canadian #inal domestic ¢emarne.
Tme sositive effect on net exporss is notakly sctrang  thrcugh o the
mid-1980s af%er whien tima, an appreciatfng Canacianm currency
g¢iminisnes tne fmsast ts smalier proportions.

The 1increased cocmpetition from fcreign suppliers drives
Canacian  industry outgut prices gown {see the implicit ogugsut
geflatar). This is reinforced in this case by our direct assumsiion
of improves lasour grocuctivity as ug]l as by eyclical proguceivicy
gains; by 1882, labtsur praductivity is i{ncreasad by more than one per
cent. Although real wages rise, they increase by less than
procucsivity gains ane un{t leﬁour €3sts are requcsd wo reinfarce the
cammeeity arice affects of incCreasaq cgmsetition. Accor:éng!y} fima
camane aricas generaily dezline, which resuis is reflectea in (fe
Consumer Price Index. (An actual decline is unlikeiy; rather, we
antisizaze less rgzic growe® than in <he Base Casa.)

The implied imeresase in disposable income i5 tramsmitiac ¢

at
0.

final cemang in the ferm of fncreasad persanal cansumption. [T shou
te ngre¢ that cthe TIM immacs sultizliar §s comparativeiy smail, énc
t=a pesizive effects on consumation are uncers:zatad, if anyihing, iR
these resylts. The positive effects of this and increased net exports
on 1indusery output and oQur assumation of an excgenouys increase 1A
manufacturing investment ta refiect 2itared producticn possibilities

yielés garcicuiarly scrong positive evvects On business inveswiant.
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