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Eladcrarting ot this theme, the Council of Economic Advisers argues

thet "the possibilicy of an FTA...offecs the Teilted States and others the

option of usizg & free~trade ipstrTumezt, ratherT than protectionism, as a lever

.3
against protectionist counsries. The Council argues that the preferred

access avallable to members of an FTA provides az incentive for ocher

councries to engage in trade zegotiations. This strategy of lideralizicg

to use threats of trade rescrictions to induce

.

trade Ls preferadle to attecpts

ocher courtcries to negotiate: since such peasures would impose cosSIs 03 the

rchermore, if

o

ho=e couatTv, the threats wouléd lack credibilics.

smezced, they would izvize retallarzion.
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Ipevizably, disputes will erise iz future ecomoaiz velatioms between

Carzsa a2n2 the Uoited Scates. SQimitarly, disputes cat be azticipated berween

efther councry and third countries. How might a bilaterzl agreemezt affect

# Canada's economic relations?
the Urited States seek TQ enter {azo az Fza

ag-eenent does not @ean that their existina mulrilateral oblilgz:tions under the
g : g

71 Bcch covactries wouid ccantinue to manage thelis

CaTT mecome irvelevent.

reiaciozs with thizd countries through the GATI. Simflary, GATT rules would

sTiil apply to bilazeral trade. The U.S.-Israell FIA agreement, foT exaz=ple,

{acorporates The commen GATT obligations of the TwWo countries. Tfrom &

Canadian perspective, anm FIA agreedes: {s orly attractive in terms of what

U.S. Seccetary of State Shultz refers to as -tighter trade disciplizes”™ within

the GATT framework.

If existing GAIT rules aTe considered to be satisiactory TO both

countclies oo particular issues, then the bilataral agreedednt could incorporate



