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Ela3crating on this theme, the Council of Econac.ÿc Advisers argues

that the possibilit? of an FiA..-off e=s the United States and others the

option of ueing a free-t: instrument, rather than procectioa.is=, as a lever

against protectionist countries."S The Council argues that the preferreG

access available to members of an FTA provides an incent+ve for othe_

cou;:tries to engage in trade aegotiat-ons. This strategy of li5eralizing

trade is p=e;erab:e to attempts to use t`reats of trade restrictions to induce

vthe= cour.tries to negotiate:
since such measures would im3ose costs on the

ho_e count-v, the threats woulC lack credibili=v. F-arthermore, if

i=p:.eme-ted, they would invite reta_:atian.l0

I)'-spute ne9elution

3nev_tabiy, disputes l,li arise in future ecLron_t relations ber-ween

Car.aaa =^'_ the United Scates. Sim^- a-1a, disputes caç be a_tici?ated betcreen

e'_t^e_ country and thirL countries. f:oW Mig:'tt a bilate._1 agreemez: affect

the _*"ut..j: e mGnëge^ent of Canada's economic relations?

F:A
S!WP1_7 because Canada and the United States seek to enter into an

a¢_eenent does not saean that their ex'sting multilateral obligations under the

GA-2 becone
'..relevant. Bc-ch coL_tr' es wu!; ccntinue to manage their

re;ations with thi_d countries through the GA7,'. Sin`? ar,v, G.kT` rsles would

s-i1= a-pl7 to bilateral trade. The U.S.-Ss'aeli FTA agreement, for exa=ple,

incorporates the coma.cn GAîT obligations of the two countries. From a

Ca-3adian perspective, an iLA agreenent is ozr?y attractive in te=--s of wb,at

U.S. Secretary of State Shu?tz refers to as "tighter trade disciplines" wlthin

the GaT= framework.

if ezisting GATT rules are conside=ed to be satisfactory to botn

^Tate:al d incor^orate
countries on particula_ issues, then the

agreement coui

I


