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, As Fur e 1 illuStrateS, our . results sugnest there would be 

cb$ft•ve effects Pn real Gross  atonal Produtt:froMall dimensions Of 
t'race ennanCement. The Cdntriuti . on of eEcn elernent cf t7Ja. pi-ocra'-  
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oVerail results' wOutc var'  ove time, however. The imOact of tariff 
eliMination would De comParativeiy small àS the reduttion of Canadian 
tariffs is large compared to thOse of the _United -States. In. contrast, 
the reduction 9f United States nontariff Parrters is comparatively 

11 
large, provng nbtable benefit •  to Canadian economic activity 
throughtt.the mi4-19903 ,  • The erosion of this positive impact 
thereafter reflects an acceleration of Canadian inflation that forlow5. 
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erbm the t•gr.tening of labour markets in the later years of the 
impact. l. f. 'operation of plants at a larger scale yields increased 
labour -  productivity-, this would relieve the later pressure on labour 
markets, arse the case that includes reduction -5 . 0f tariffs and 
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. 	 .. non., tariff arriers, an 	uc b d sh improved produv14y providet the 
largest, and growing, positive effect on GNP. As- the figure 	. 
illustrstes, Canadian economic actiVtty would'be reduced if the United 
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States pursues more protectionist policies; the beneficial effects  cf 
 trade enhancemeht are increaSed ac;ordinglY- In tels instance, rea 

GNP in 2005 ts 3.3 per cent larger than that Of the :  "protectioniSt° 
case...

II 	 Table 1 

11 	
contribution of Components to Total Expenditure Change, 

Impact of "Full Enhancement' Relative to Base Case, 
Selected Years 

11 	
(per cent of total) 

19851/ 	1992 1997 2005 
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Personal 'Consumption - 	61 	20 	56 	El 
Business Investment 	 18 	45 	21 	22 
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Gevernment Expehditures 20 
Chance in Inventories 

	

0 	
9' 	13 	11 

	

14 	-2 	5 
Net Exports 	 1 	12 	.2 	1 
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EXports 
(-) Import s 	. . 	

30 

	

zg 	
56 	63 	13 

	

44 	81 	12 
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We. ant'icipate that the contributiOn of the compOnents Of 

final demand to the Overall pesitlye impacts:will ya,ry 0%!er time e 
well. Comparison of our: O“e  case  with the one that  inc l ues _ 	. 
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elimination of tariffs And non-tariff barrters, and includeS our 
assumptions of accelerated productivity (the 'Full Ennancement" case 

11 	1/ Snare of levels  in  1g85. 


