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The essencial featuze of an FTA is that each zmexzber cont

gepazate and distinct commercial policles for relations with

inues to have

third countries.

T™ve remowval of bilateral trade barriers creates {ncencives for trade

deflection -- beczause of differences in extercal trade barriers -- but Dost

problecs caa be resolved iz advazce through negotiartion of rules~of-origin

eritesia. As Victoris Curzon says about the EFTA expec-ience:

I was ac amazing technical success, in that the various
asministrative problems associated with cperating & free
r-3ie sresa worked smootily ané did not impede the growth of
trade. WTisible distortions iz the patzerz of productist
acd isvesctment due to variegeted matlozal tarifis did mot
occur. The IFTs experience therefore confounded the
crizics of the negotiatilozs and proposals in the larte 1950s
far a pan-Zusopeat free trade area, wWho had predicted dire
cousegqueczces if no harmontzatioz of extaernal tariffs took
place.’

This discussioz
suggests Two quite comtradizTorTy iafluences oz the comzercial pe

ca=has- countries. Oum the ome hand, one mezber is likely To urge

hac=c-ize {ts erxrtermal cocmercizl policies to prevext increases

i

defiactions or diversioens.
rules-of-origlin criteria,
far from harzonizing thelr exteTsal

rri

TTA cac be expected to use their extermal trade barriers

chiss 4n mul:ilaceral trade zegotilariouns.

of some of the effects of an FTA oz trade {lows

licies c2

iz trade

Thts prodlem can largely be scived by the
but careful pegetiation of these critesia will be

trade barriers, venbers

as bargaizing

On the other hand, the cocmercial policles of Canaca and the Unirted

Stares will contince to evolve 1f an FTA agreesent 1s concluced.

There 18

1ttle evidence or analysis to support the coatenticn that an FTA inevirtably

will lead toc a closer form of econmomic {ntegration, such as a customs tnion.

A alternative and pechapzs sore likely outcoce, suggeszed by Gary Kufbaver of

the Inszitute of Interzational Ecconozies i3 Washiagzon, D.C., 1

s that future



