
usin$ input-output (IO) tables from several deveioped countries (United States, EEC, 
and J&pm) ad one devetophg country (Brazil), we w&Ate I nte d%zts of tar8 removal 
usin& vzuIscIus cd~bimtim& of these &bles to present t&m s~o@es for the countries 
included in the IHicJan Comput&ional Model of Worfd Production and Trade. Among 
the 10 t&es, ]Brazii% reflected unusualiy high shafes oF v&e adde& tow labix shares, and 
smtill supply e&M&ities. Supply elasticities for the developed countries were somewhat 
lower t&i for the United States. ‘Using the Michigan model, OUT calculated effects of tariff 
r&uctions are overstated using the U.:i. IO table to represent techisologies ifor other 
developed mu~~tries. Further, for developing countries that use imp& Zensing, tie model 
shows considerable sensitivity to PO ‘able speGcation. It is espe&iiy important, 
therefore, for computational purposes to obtain the most accurate info.mation possible 
about IO structures of developing countries. 

1. INTRODUCTION 

The Michigan Model of World Production and Trade, like most other 
computable models of rational microeconomic activity, makes essential 
use of input-output (IO) tables in its characterization of technology, 
Unlike models of single countries, howeve:, thz Vichigan Model 
incorporates behavior from a large number of countries-34 in the 
current version-and should in principle use input-output data from all 
of them. In practice, woe have been unable to obtain and process this 
many data, and have .nade do with a smaller number of IO tables, 
appbiing those from sor.le countries to eha*scterize te&n&ogy in others. 

Address cowespm .teE ce to Robert M. Stern, Depurtrnent of Econom its, Uniws&y of 
Mich&un, Ann Arbor, All 48 109. 

An earlier version f A” t?l& paper WBS presented at the NBER Applied Genera! E~ui~b~~m 
Workshop, Stanfo:rcI, Cwliforn ia, February 23-24,1984. We would like to thank Sherman 
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~~%i,lk we still do not have tabks fo,l* al!! 34 c0untrk3, wt: do have enough 
~lt;al~ to ‘legin to lexamhz the de th 3t t’irey plsy in jthe rr IC del. This paper, 
then, exdes within the context df the Michigan Model the errors that 
are introduced in a contp~~3ble mo1&31 when incorrect 110 tables are used 
to characterke technology. 

Naturally, one could not zkm3wer this question in the abstract, since IO 
tables coulo in principle dif’fer from one another almost without limit. 
Nor can one perform convenitional eiensitivity analysis, since the data at 
issue here are not parameters, s ad -*oh as elasticities, that can be scaled to 
indicate their effects. Instead, an IO table is a complete matrix of data, 
the kqortance of which depen4.k on relatiozxhi~s among the elements 
rather than on their overall size. r30vcv much these relationships can differ 
across countries is an erk3pirical matter. Thus it seems only appropriate 
to analyze the roles of IO ta.bles themselves by comparing actual 
national tables ac; they have bwn tabulated, rather than performing _-.---_ _-L 
hypothetical variations on the data such as would be appropriate in 
other contexts. 

Thus our first task, in Sec;?on 2, is to examine the IO tables 
themseh =s, and see how they differ. We currently have 10 tables for 11 
countries. It is somewhat difficuit to know how best to compare them, 
but we report several such comparisons in Section 2, Singe in 3ur earliest 
applications of the ‘Michigan Model we relied solely on the U.S. table, we 
fact s mainly on how the tabks fgr another 10 countries differ from the 
U.Si, 

fn Section 3 we describe the Michigan Model itself. Since it has been 
amply described elsewhere, espec%lly in Deardorff and Stern (198 l), this 
description can be brief. f kwever, we try to elaborate a. bit more than 
previously on the ways that IO tables enter the model. 

In Se&on 4,, then, wet exartie how results of multilateral tariff 
reductions in the major irrdustrialized countries depend on which 10 
tables are used to characterize technology. Having observed in Section 2 
that our Brazilian table diRers nlsticeably from the others, we compare 
the results of the model in tws stqx. The tariff-cutting exjpzriment is run 
thr= tlmcs, first usiq; the U.S. t;nbfe only, in all 34 countries, then again 
r~~~a~:~g it Afh the Braziliaa~ tabBe in all of the 16 developing coun+,ries, 

sly uskg the remaining nine tables in their respective: countries. 
parison of the first two runs focuses on the importance of just the 

adds ~~~~s~s ~~~~~~t~v~~y 
hich happen to be all 

from other industrialized countries. 



2. DIRECT COMPARISON OF THE INPWT-IOWFPU’T TABLES 

The Michigan Mociel currently includes 34 countries. These tire listed 
in Table 1, tqpther with other information that will be discussed later. 
The table indicates the I1 countries for which we have IO tables-the 
U.S., Japan, IBrazil, and members of the European Community-as well 
xs the tables used to characterize technology in the other countries, All 
of these tables refer to approximately 1970: 

There are 29 industries in the model, based roughly on the Inter- 
national Standard Industrial Classification (ISIC) at the one- and three- 
digit levels, and these are listed in Table 2. 

The fEst step in using any national IO table in the made1 is to concord 
it to our particular indusltry classification sche‘me. This has been done for 
all of the I1 tables, and we will therefore focus here 01~ the concorded 
tables, rather than on the original sources. Our intermediatr; LP zmactions 
matrices are therefore 29 by 29, In addition, we have concc)rded primary 
input transactions to distinguish only two primary inputs, labor and all 
others, and have aggregated sales to Lna! users into a :;ingle column 
Space does not permit u; to report the a&la1 IQ data, but only several 
summary measures that allow comparisons. 

In considering which measures to use, we sampled the sizable 
literature on international comparison of 10 tables. Some of this 
literature-for example, Brody and Carter (1972)-concerns concep- 
tual and national accounting issues in standardizing ID tables. Another 
part of the literp.ture-- see Chenery and Watanabe (1958), Watanabe 
(1964), Simpson and Tsukui (I 965), Ar,gustinovics (1970), and Robin- 
son and Markandya (1973)-seeks regularities in structure within and 
between countries. Finally, there have been numerous efforts-see, for 
example, Schultz (1972)-to analyze international economic inter- 
dependence and the effects of national policies and plans using national 
tables. From this literature, it was evident that there were many difzerent 
ways to compare IO tables. Those we selected are reported in Table 3. 

Th2 fast four rows of Table 3 report various shares, each averaged 
across the 29 industries, weighted by 1976 V~!U”U of pro unties. 1975 is 
the base year used for all calculations, and is the year for w~~~~~~ we 
data on production, trade, and em 
not available on 8 yearly basis, 
a~a~ab~~ in 1980 irm co 

I Becar?se e w use the tables only for fractional shaxs, not levels of trans;sctbns, ‘hx2 have 
not updated the tables to reflect inflatim. 

2 e chsse 1976 ,,~WCC fhis \F3S the reference jTas wzd in evLh3ting the Tdqw !Tml??t3. 
n~~~t~ti~~s. 
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The frst share in Table 3 is the average share of value added in 
production, defmed for each industry as total payments to primary 
f&tiors &i&d by value of output, One m&us this share hdieates the 
izqxx@nee of l t m ixhdustry immakm. These shares do not differ 
markedly among the 11 countries.3 

The axxmd share in Table 3 is the share of labor in value added, and 
here the mm&; differ more widely. Brazil is the greatest outlier, with an 
avmqe Iabur share of only 36 percent compared to shares ranging from 
48 pexent to 64 percent in the U.S., Japan, anr; Europe. 

The sigtieance of these two shares-value added and labor-can be 
csnsider~ble in our model because of their role in calculating supply 
elasticities. As we will show in Section 3, supply elasticities depend 
positively on labor shares and negatively on value-added shares. 
Because supply elasticities play an importanl role in the mods!, we repcft 
their average values also in line five of Iable 3: 

The third row of Table 3 reports the average ‘?ntraL~dustry” input 
oo&Bient, This is the average of the IO coefficients on the diagonal of 
the IO matrix, and represents the extent to which industries rely on 
inputs purchased from their own industry. It should. be sensitive to the 
level of aggregation, but since that is the same for all tables, it can be 
compared across csuntrieu. These averages are quite similar, however- 
s.l.l in the neighborhood of 18 percent. 

Finally, row four of Table 3 has average tradable :input shares. These 
are calculated by adding up input coefficients acros,s the 22 industries 
listed as producing “traded goods” in Table 2. These shares reflect the 
extent to which industries rely for inputs on industries that compete 
directly with imports and a\re therefore likely to be vulnerable to changes 
in import prices. The shares range from 20.2 percent for the US. to 34.6 
percent for Japan. The US. table may therefore understate the 
importance of international linkages that affect industries in other 
countries, 

It is dlifflcult, with averages alone, to capture all differences among 10 
tables. Within the intermediate trans;ctions part of a table, what n~att~~§ 
is w!ze~ the numbers appeal (that is, between w’llich ~nd~s~~$s t 
transactions t&eke place), and I. Jt their sL. Fx such a csmpnriso 



have c? Iculated co&la&ions that ~m~are th% U.S. table with each of the 
other texL5 

CkarIy, considerable Merencrzs e&t among the IO tables k 
comparison with the US. None of t&se average currelatio~ SWX& 
ti.$b. Thus the issue of tk;= kx~~~tiane of such diffkGnces is not 
trivial” 

The con&sio ES from this w,mparison of IO tables are neither strong 
nor startling, but they bear repeating noneth&~s. Differences among IO 
tables do exist iind seem greatat where the di@erences in countries 8ere 
greatest. Thus, it mong countries, Brazil’s table differs more from those af 
the developed xxmtries than the latter do among themselves. This 
difference shows up most clearly in labor and value-addecl shares, which 
contribute to unusually small supply elasticities in Brazil. But even within 
interindustry transactions, the Brazilian t;able differs more from the U.S. 
table than 60 any of the other countries. Finally, among industries the 
smallest correlations between the ‘11J.S. table and othe.rs are in two 
nuntraded ihdustries, ISIC 2 an.d 6. 

All of -&is gives some: clue as: to how interchanging IO tables might 
affect the calcA_ti~kli, 1 8 ‘c -c with ow model. But without looking at results, we 
cannot conclude, just from the 110 tables, whether the difkrences among 
them are important. 

The Michigan Model is basically a collection of supply and klemand 
equations. These are difTerentiated in logarithmic form and Gved to 
yield comparative static expressions for proportional changes in various 

‘In ar wr!ier version of this paper WC’ also repcxted an alternative measrlre of the 
‘I- ,:.A siIL...A: i-3 of IO tables, based upon the distances that numbers within them would have to 

be moved ts make them alike. These calculatic~~~ told wq Xess than we had hope& and we 
CNIGt thC$m here. 

6Qnce again, the Brazilian tabk is the autlier, and bxause the correla*,ions inwlve only 
iate transact&w, the diierence is independent of that already noted for labor aaad 

hares. Son 8, of these column relations are much smaller whez~ ane looks at 
u n?n 5 -5 :r rhan awrages. 

13 _ 
Q! c71: a?f z--h’ ;;‘hfiVF’ 0 2 1 
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prices and quantities with respect to a wide variety of exogenous 
variables. The markets that are modeled include world markets for the 
22 tra&ble industries listed in T’ahle 2, plus domestic markets in the 34 
cc&tries ofTa& 1 for these and another 7 nontradable industries. The 
model also includes markets for foreign exchange and labor, though in 
% runs reported here, money wages are held fixed. Since details of the 
? Tel are discussed in Deardorff and Stern (198 I), we only look here at 
certain features that are relevant for the roles of input-output tables in 
the model. 

3A. The Input-Output Stru~tmre of the Model 

Production in each industry is modeled as using ir+puts from all other 
industries plus two primary inputs, labor and capitn,!. Production 
functions require that intermediate inputs be used in fixed. proportions to 
one another and in fured proportions also to an aggregate-called value 
added-of the primary inputs. Value added in turn i:r modeled as a 
constant -elasticity-of-substitul ion (CES) function o T lab or and capit al. 
Also, inputs from industrie!; are both domestically produced and 
importecl, and these too are aggregated using CES functions. 

Supply of each good arises from perfectly competitive profit maximi- . 
zation b+ fums, and thus depends on the price of output and the prices of 
all inputs. The latter include the wage of labor and the prices of all other 
goods, both imported and domestic. In particular, the response of 
supplies to prices will be greater, the greater is the need for intermediate 
inputs of tradable goods and the greater is the share of imports in 
tradable industries.’ 

The IO structure also plays a role that is familiar from the literature on 
effective protection. Import prices affect both what industries can 
charge for their outputs and what they must pay for their inputs. These 
two eflects have traditionally been incorporated into the formula for the 
effective rate of protection, as demonstrated by Corden (1966) and 
others. We have argued elsewhere, as in Deardorff and Stem (,19&2a), 
that this formula is too %qAe to capture- the multi 



Tn mr fmE run, following the prmedure &at we used when we first 
built the model,, we wxs the U.S. fO table to r&present t&hmlu~y in ali 
cmmtiez~ In our second run GVC add the 10 table of Brazil, md &e it for 
ti developing cmmtrics. This “2 ICY” experiment was done to isolate the 
role of t&e 3mmiim IO table, which we noted e&ier to be unusual,” 
FinaD V, our third rufp, labeled ‘9 I IO,” makes use of all the IQ tibles 
that we currently have available. 

Table 4 rqortl: aggregate rest&s of tariff removal for the c3,zntries of 
the mode& as calculated in tk: : ilree WE. These results are thz easiest to 
compare and most comprel!ensive, but thezr do not reflet:t the dis- 
aggregated behavior that our model 7.s primarily intended to capture and 
that would also be most sensitive to Isatiations wkhin the body of the IO 
table. Thus we also describe disaggregated results for employment 
changes for selected courttries. A more general comparism of dis- 
aggregated results for additiosral variables and countries is then repurted 
in Table 5 using rank correlations ac:aoss industries. We now look at our 
results in more deta& 

Table i reports aggregate t:ffects of tariff remo vaX o z trade, employ- 
ment, welfare, exchange rates, and prices for ea(:h country. For CGK~~ 
variabk, re&s of each of’ tI le three experiments $re Ireported side by 
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side. .Iftemb of the three runs are q&e similar, though individnal 
4iilHkretim &it show up and sane of these need to be explained. We will 
&CUSS each var4abie in turn, exanMng where possible the reasons for 
the more dramatic: diier6nces. 

TRADB. The changg;s in expxts and imports show a consistent and 
largely very sin&r pattern of increases for ahnost all of the developed 
counttries which removed tariffs. Differences alnong runs do nc; seem 
very large and are concentrated, as one would expect, in the: developing 
countries moving from “1 IO” to 9 IO”’ and in the industrialized 
countries moving from “2 IO” to “I 1 IO.” In the industrialized countries 
with new IO tables, there is a dampizzg of the effects on t.ra&, which 
results from the reduced supply elasticities that the new IO tables tend to 
imply. 

Aside from this overall da.mping of the effects on trade, t-he two most 
notable differences here concc”,rn New Zealand and South Ikbrea. In New 
2kaland trade contracts in both of the f”xrst two runs, even though tariffs 
in New Zealand are eliminateld, and trade expands only ;k the third, “11 
IO,” run. The reason for the contraction is that New Zealand, alone 
among industrialized countries, is modeled as ~&~.g import licensing to 
manage its balance of payments.‘2 

The other notable ?!ifferen~: in thf : trade results is in South Korea. 
IIere trade expands astonkhingly in tie fast run, but behaves more: like 
other LDCs once the Erazilian IO table is used to describe 3s 
technology. This seems to bp a\ case of near instability in the import 
licensing arrangement, as mentioned briefly above. That is, 8s So;lth 
Korean exports begin to rise owing to rising world prices, restrictions on 
imports are relaxed and their prices fall. This in turn redua:s prices of 
competing home-produced goods and together these price reductions 
lower costs of producing for export. Exports therefore expand still 
further and the process continues. In the end the process is ~~vid~~t~~ 
stable, sine; a new equilibrium is reached with a rise i 

because it is close to the borderline of in~ta 
ment is very large. 
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than in *;he I_J.S. table. This means that ~te~dust~ inkractioas are 
morn ir,,l ortant in the IJ.5. table, ~er~as~~g ti>e strength af this feedback 
process~ r’urthermore, in South Korea the grea~3I expo& are in textiles 
and wearing appm& where diffizrenms ikl the two 10 tabies are largest. 
Thus the textile industry is less susceptible to feedback ef%zcts with the 
Brazilian table than iv&h the U.S. table. Aso, since tmtiles provide a 
large inprq.t isto wearing appar& the.di@eremie applies to it as we& 
Together they show up ti the results for South Korea bemuse of its 
reliance m exports in these particular industries. 

E~mmm-r. The next column of Table 4 reports results for what we 
call the “gross change iu employment.” As mentioned earlier, in these 
runs we make aggregate expenditure er,dogencsus so as to keeg 
aggregate employment constant in each country. This is done to 
neutralize macroeconomic eff&ts of tariff changes and means that 
changes in aggregate employment are zero. We focus instead on the 
labor-market ackiustment that policy changes entail for workers that 
must move bet&en sectors and industries. ‘Thus we have added up only 
those di!;aggregated employment changes that are positive, and we 
report them as the “grcIsls change in employment.” 

Th5se res&s ir 1 Table 4 again suggest only moderate effects of 
changing the IO tables. Orders of magnitude are unaffected, and in the 
industrializect countries the numbers themselves are very similar, with 
again some &3ence of damping for the same reason noted above for 
tr&e. SomeT!vhat larger dflerences appear m LDCs, where the adjust- 
ments seem mailer with the Brazilian taible. AgaLn this is probably the 
result of the ‘*educed interindustry &era&on in the Brazilian table. The 
one ex&Ttion is Chile, which has special proble,ns that we will note 
below. 

WE~F,.RE. Changes in Iwelfare are based on an ad hoc calculation of 
the usua’ consumer- and producer-surplus triangles and tariff revenues, 
and are not really sas,jtral to our model. The calculation implicitly 
takes ccczount of term; of trade effects, which can lead to negative 
welfare d hanges in som2 c:ountries as world prices adjust. In addition, 
welfare a SO de,~ends or the level of endogenously determined aggregate 
ex 
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slightly to stab%ze employment, but when Japan is modeled using the 
U.S. IO table, Jiipanese expenditure actually rises, and this permits an 
unusual increase in demand and therefore welfare. 

The reason fur this rise in expenditure seems to be Japan’s high tarZfs 
in agriculture. V&en these are removed, even given extensive PJTBs, 
there is substantial drift of resuurces out of agriculture and into other 
sectors. However, because of the high labor inknsity of agriculture in 
Japan, this movement would have reduced aggregate employment unless 
spending were allowed to grow. Finally, this effe& is considerably 
stronger when the U.S. IO table is used, since the v&e-added share in 
agriculture is much smaller there (only 38 percent) than in Japan (64 
percent), implying a greater response to price changes using the U.S. 
table. This is one place, then, whe1.e a clear error was present in our 
earlier analyC:es, which relied solely on the US table, sinw there was an 
inconsistency k.ween the low .value-added share in the JO table 2nd the 
large amount of labor actually employed in Japanese agriculture. 

EXCHANGE RATES. Changes in effective exchange rates are trade- 
weighted averages of changes in bilateral rates, and are meaningful only 
for countries that do not peg to a tiade-weighted basket of currencies. 
Results here are herefore sparse, and are difficult to interpret due to the 
variety of exchange regimes. 

Most interesting, perhaps, is the reduced depreciation of the U.S. 
dollar tthat results from tariff elimination once other industrialized 
countries are modeled with their own IO tables. The difference is only 
about a third of 2. k-ercentage point, but it is fairly un~orm: Al currencies 
appreciate less a;;ainst the dollar in the “1 I ICY’ run tlrai.1 in the others, 
and most do so lay a fraction of a percent. 

Unfortunately, we have been unable to find a good 6:xplanation for 
this result. We only note again that average supply elasticities implied by 
the U.S. IQ table are !xger than those: implied by the others. This 
evidently gives the US. an advantage in increasing exports in response 
to a multilateral tariff reduction, and prevents the dollar from falling as 
much as it otherwise would if suppky elasticities were ~ve~~~~ere the 
same. 

elusion of IO tables. Also, with one notable ce@,ion, results in the 
e much, though they inay a 
c%sseI= t&3 zero. 



sistentiy s~incs_: we began using the Bratian IO tabk: to describe its 
techno:-gy. Chile is the one country where insts:b%ty due to import 
l&nsing a.,-tually seems to arise in tie model. Ifq etch sf our work, we 
hatre fonl4ccf and reported u~~u~u~~ large and wrong-&pmd xwx&s fiw 
C2hq a sure h&cation of an unstable system. 

‘!hus in these retiti for prices, with the W3, IO tabk used for CMe, 
prices fall subskadally due to tar8 removal. Ekidently, tiing wurlil 
pti~xs exgaad Chile’s exports, reduce the pRmium on for@&3 exchange, 
and thats reduce prices of both impmls and ccmpdng home gomk The 
large size sf the prim declkne suggests that Chile 3s near the threshold of 
instability, that falling input prices IhEive further stimulated expmts in a 
xna~cr that add have been unstitble. If &azil’s 10 table is used 
instead, this thmhold is evidently nossed, since prices ritse instead of 
fall, by well ever 100 percent. What has happened is also indicated by 
the r2versa.l of the trade results ealtier in the table. An increase in 
exports, were it to occur, would now stimtiate through f&g input 
prices an even greater increase in exports, and the process does ttf8t 
ccmve:rge. Instead the equations of th:: model fmd an equilibrium in the 
other Idirection, x&h rising prices and falling trade. 

EZarCer we noted that near instabiiitv in South Korea ‘was imprcved 
when we replaced the US, table with brazil’s, presumably because the 
latter ‘was more appropriate to a developing country. We may ask now 
why it would be thzit the Brazilian table ti less appropriate for describ:ing 
Chile. The answer seems to lie in Chil!e’s unusually large exports of 
copper, part of ISIC 372, where it happens that differences in value- 
added and labor shares between the ‘U.S. and Brazil are particularly 
strong.’ 3 Exactly how these d%Terencxs generate instability is not 
immediately clear, aYnd we suspect that an aMitiona1 inaccurxy in clur 
data may also contribute to the prot)Eem.14 

We also calculated the disaggregatecf employment effects of tariff 
r model has always been intended to focus on disaggregated 
t is here, therefore, that sc:&tivity to the 10 tabl.es would be 

rxxx seriC%s. 
ace does not pxmit presentation of the detailed results., but we wi.U 

describe the lair. ~3ncfu:~ions. ConsiJel-ing first Brazis, tatif removal 



zzzse,d a general reallocation of labor into agrzulture and out of most 
other sectors, especially those producing nontraded goods. This patterra 
held in all three runs, and was not sensitive to whether Brazil was 
modekd with its own IO table or that of the United States. Mowever, the 
ex@~ of this reallocation w;as considerably reduced using the Brazilian 
table. This is an obvious result of the much lower supply elasticities 
already noted as implied by the Brazilian table. On the whole, 
cons&ring the rather large differences that seemed to separate the= 
Brazilian table from the others in Table 3, the uniformity of these rest&s 
was a bit surprising. 

In the remaining countries, the differences in runs were even less 
dramatic. Japan was rather a mirror image of Brazil in this respect-- 
with tariff removti reallocating labor out of agricukure and into lrnosf 
other sector 3 -and again the reallocation was much less wlier. %: 
.Iapanese IQ table, with its smaller elasticity of s apply, w-2s used. 
Otherwise xhe sign patterns, and even the approximate sizes of thl: 
results, were remarkably consistent across the runs. 

4C. Correlations Among Qther IBisaggregated Effects 

To give some indication of how IO tables have affected othe.: 
disaggregated variables, we have calculated rank correlations for several 
variables between different pairs of runs. These appear in. Table 5 for the 
industrialized countries and l&&l. 

We consider first changes in employment. IJnder this heading, the first 
column shows correlations bet*a =en the “1 IO” and “2 IO” runs, and 
thus indicates the effect of introducing the Brazilian I table alone, F?~+re 
the correlations are all very close to unity. The lowest, as one would. 
expect, is for Brazil itself, but even it is a highly sign&ant 0.87. Thus.. 
the orderings that are implied among industries, in terms of the la,bor 
n;;arket adjustment that tarilff &Ltiation will entail, are very sirnilas. 

The second column in Tabk: 5 reports correlations for employment. 
changes between the ‘2 ICY aud “11 IO” I uns of the model, and thuzl 
reflects the effect of adding the remaining IO tables. 
are a omewhat smaller than in the first column, as one 
ab - 4gin.g even more IO tables. SV-*s.. orl~~~eless~ all 
sigl*cant. ’ 5 

Most im teresting, tries for -VAdc:h GC:, 
an13 S 4ViQXf 

New Zealand is readily 
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will discuss it in a moment when we examine tra&. ~wit.~erla~l~‘s 
correlation of c& (P.28, however, is harder to irzterpret sine-l: its ii) table 
has xwt hen chaz~~~%L It is &if&& to fmd the cause of Gitis result, but 
after some attempts to do so, we are inctied to atiribute it to 
Switzerland”s high degree of specializaation. The consequent low Ieveis of 
empkyment in many industries make our rank correlations unduly 
sensitive to dif&rences that ought to be insignXcant.~6 

The middle two columns of Table 5 report correlations for exports and 
imports. Introduction of the Brazilian IO table had practically no effect 
on the rankings of industries by changes in trade, and this is largely true 
of the other IO tables as well. Only in New Zealand is there a dramatic 
~hi.ft.‘~ Even in Switzerland, though its correl.ations tend to be lower than 
in other countries, all are now easily large enough to be s$GEeant. 

The last variable we report is the “change in per-unit values Gdded” 
(CIYA). This is a general equilibrium analog to the ef:‘ective rate of 
protection, and we have devoted considerable attention to it elsewhere.‘* 
In these runs of post-Tokvo-Round tariff removal it measures the 
protective effects of post-Tokyo-Round tariffs, and the correlati;>ns 
among runs provide one in&cation of the sensitiviey of this measure to 
the particular IO table employed. These correlations are similar to those 
for employment and are significantly positive at the 99 percent 
confidence level for all countries except New Zealand, for reasons 
already indicated.’ g 

16For exrmpl 9 moving to 11 IO tables caused tht: employment change in the Swiiss 
leather products zrdustry (ISIC 323) to change from -6.7 percent to ~0.1 percent. Yet 
this industry accounts for only about one tenth of cue percent of total employment in 
Switzerland. 

“The behavior of New Zealand is sufficiently odd to deserve special me:ntion, thou& 
again the reason lies in import licensing. A. 3 already n&ed, total trade of New Z~~4a;-d 
declines in these runs except with the full 11 IO tables. With import licensing all ier~ports s re 
scaled up or down together, maintaining fixed ratios to their initial values. Thu§ i!. is 
inevitable that when total trade moves in different directions in two runs, ~i~a~,g~~~~~~~d 
imports will be perfectly negatively rcrrelated. Change: in expc-ts are also s~bs~~~?i~~y 
altered by this change in direction aecaus- p of differer ces ~1 iiaput prices when Imp0r-l 

licensing is relaxed rather than tightened. 
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In the IO tables them&m, we found the greatest differen~s 
cmnparing the Brazilian table with time or‘ the developed cotmtries. 
Brazil’s industries <appear to have unusuaJ.ly high shoes of value added 
and km’ shares of labor witkin value added% b&h of which mntribute to 
unusua3y small supply ela&icities a? we &c&ate them. Among the IQ 
tables elf the devekqed count&s the ps:~rra, is less clear, but except far 
the U.K., zapply elasticities again appear somewhat lower in ah of these 
countri~ than in the United States, _=-- 

Thest: diKerences in suplfly eia&%ks, it tums out, a=Dunt for the 
bulk of the! Merenees that we find in results of the model. ‘Ihe effects of 
tati removal on trade, for example9 tend to be damped ~31 hen the U.S. 
IO tibie is replace(d by the: more appropriate national ones. Thus one 
conclusion from this analysis is that the results we calculated with our 
model before non-US, IQ tables ‘.;ere available tended to overstate tVhe 
&ects ~nvcWd. Since a major cunclusion sf this earlier work was that 
tariff changes, for example, would have relatively small effects on the 
world’s economies, currectjng this apparent bias only strengthens the 
t=o~:clus:lon. 

The other major finding of this analysis concerns those countries, 
m~!-iy jLlX3, that we have: maldeled as using import licentsing, We fmd 
*&at the, behavior of such a scheme is very sensitive to ,the particular 
sp&fic~ttion of the I:0 table,. even to the p&t Qf determining whether the 
scheme is stable or unstable. This suggests that more work is needed., 
fist to irebe the modeling Iof such arrangements in LDCs, and then ta 
c&ct the most accurate information possible about their input-output 
structures. The CX- rent state of our own model in this regard may be 
SeriW sEu ~e~~~ent* 
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