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NAFTA economies as they have the largest amount of internal trade, while the countries in the EU have smaller overall declines. While intra-EU trade would increase, with the largest exSpasion by Germany, overall EU trade (intra + extra) declines due to large falls in exSorts to Mexico, United States, Canada, China and JaSpa.
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The impact on sectors’ output in each economy 
from increasing tariffs is shown in Figure 5. What 
this graph illustrates is the ‘deadweight’ loss 
associated with these tariffs. That is, the loss that is 
not recovered by other industries or workers. When 
output in a sector declines, it releases workers and 
capital to other, expanding industries. Here, however, 
we observe no net growth through reallocation. 
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