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these multilateral ru.les. Lf a dispute  arase  on the:se issues, them either 

ceuetry cculd have recourse to exiscing dispute-settlemeet procedures under 

the GATT. Caaada would not, hcwever, have recourse co the GATT for the 

settlemen: of disputes on issues where the bilateral cbIlgations go beyond 

GATT rules.  This  situation already prevails wich the auto pact. Canada would-

be unable to lodze a GATT complaint if U.S. policies derogated from the auto 

pact provisions but did no r  contraveee the GATT. 

Al:houeh the United Scares has aot in:reduced measures char directly 

undermine the auto pace, there is considera'rle risk that fueure U.S. 

legislative or policy actions ceuld erode the beeefite cbcaired froc au FA 

agreement. 	For this reascn,  I  recommend a formal bilateral 

dispu'r.e-settlecen: process and the creation of.  a binazional arbitral 

tribunal.
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Such a tribunal could investigace the facts on parricuiar 

dispuces and interpret the tes  of the agreement. Vhile ici findings -- like 

those of GATT  panels 	vculd not be formally binding on the reo ccuntries, 

they likely vculd be persuasive in  nos: cases. In the event of a severe 

breakdown in the bilateral agreemeer, boch councries simply vould reve-: to 

their common obligacions ueder the GATT. 

Conclusion 

The purpose of negcciacing an FTA is  to apply commen rules cn 

bilateral trade. The degree of fur:her harnonleazion of bila:eral 

contimecec-procection systems char will be required depends on the app.:reach 

thac is .r.aken to bilateral icpor: ad=iniszre:ion iz the FTA agreecenc. Under 

the most likely approach -- tighter rules govereing each countey's trade  Las  

will be modest. and procedures -- the degree of additlecal harmorizacict 


