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1. CITT Begins Inquiry Into Dairy Blends Imports

The inquiry by the Canadian International Trade Tribunal (CITT) into issues around the 
importation of dairy blends outside the coverage of Canada’s tariff rate quotas (TRQ’s) is now well 
underway. As part of the inquiry, the CITT has been asked to identify options that the federal 
government could pursue as a way of addressing any problems associated with these imported 
blends. This inquiry was announced by the federal Ministers of Agriculture and Agri-Food and of 
Foreign Affairs and International Trade on December 17, 1997 (see ATU, December 18, 1997).

The CITT held a pre-hearing conference on January 30th as one of the first steps in the inquiry. 
The purpose of the pre-hearing conference was to give interested parties an opportunity to 
express their views concerning the issues that should be addressed in the course of the inquiry, 
the scope of the inquiry, the methodology to be used and the possible options. The groups that 
were represented at the pre-hearing conference were the National Dairy Council, International 
Dairy Ingredients, David Chapman’s Ice Cream, Unilever Canada, the Government of Québec 
and the Ontario Ministry of Agriculture, Food and Rural Affairs.

The CITT is also scheduled to hold public hearings from April 6-14 as part of this inquiry. The 
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CITT is to complete its report to the federal government by July 1st, 1998.

[See January 21, 1998 Food and Consumer Products Manufacturers of Canada press release on 
this issue.]

[See January 21, 1998 communiqué by Ministère de l’Agriculture, des Pêcheries at de 
l’Alimentation de Québec on this issue.]

[ Top of Page ]

2. New Zealand Holds Consultations with Canada on Dairy Policy

On December 29th, New Zealand requested GATT Article XXII consultations with Canada on 
certain aspects of Canadian dairy policy, the first step in the World Trade Organization (WTO) 
dispute settlement process. The dispute revolves around New Zealand’s view that Canada’s 
special milk class pricing system acts as an export subsidy. The consultations with New Zealand 
were held in Geneva on January 28th. Similar consultations were held with the United States on 
November 19th on essentially the same issue (ATU, December 18, 1997).

The U.S. formally requested the establishment of a WTO panel to examine this issue when the 
Dispute Settlement Body (DSB) of the WTO met on February 13th. As this was the first request 
by the U.S. for the establishment of a panel, it was vetoed by Canada. The second time the U.S. 
issues such a request, Canada will not be able to veto it.

Attempts are underway by government officials to investigate the possibility of combining the 
American and New Zealand challenges in one panel proceeding. New Zealand, however, will not 
be in a position to make its first request for the establishment of a panel until the DSB’s first 
meeting after the 1st of March. Canada could decide to accept both the American and New 
Zealand requests for a panel at the next regularly scheduled meeting of the DSB on March 25th, 
or on March 13th, should the DSB decide to meet earlier. Japan and Australia have joined the 
U.S. and New Zealand challenges as third parties.

[ Top of Page ]

3. WTO Appellate Body Issues Report on EU Beef Hormone Ban

On January 16th, 1998, the World Trade Organization (WTO) Appellate Body issued its report on 
the issue of the European Union’s (EU) import ban on meat produced using growth-promoting 
hormones. The Appellate Body confirmed that the EU measures in dispute are inconsistent with 
the WTO’s Agreement on the Application of Sanitary and Phytosanitary (SPS) Measures on the 
grounds that they are not based on a substantive, scientifically-based risk assessment. It remains 
unclear what exactly the EU intends to do bring its measures into compliance with the WTO SPS 
Agreement.
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The Appellate Body report does, however, appear to widen the range of options available to the 
EU to bring its measures into compliance, as several of the findings of the dispute settlement 
panel’s final report were overturned. According to a press release issued by the EU, the Appellate 
Body ruled that the EU has the right to establish on a scientific basis a level of consumer 
protection which it considers appropriate and which is higher than the level resulting from 
international health standards. In addition, the Appellate Body upheld the view that the hormone 
ban is not inconsistent with other EU policies.

On February 13th, the Appellate Body report was adopted by the Dispute Settlement Body of the 
WTO. The EU has until March 15th to indicate to its WTO partners how it intends to bring its 
measures into compliance with the WTO SPS Agreement. Based on previous precedents, the EU 
would then likely have a 15-month period in which to make the actual changes that would be 
required.

The dispute settlement panel’s final report, released on August 18th, 1997, had upheld the claims 
by Canada and the United States that the EU’s measures were inconsistent with the WTO’s 
Agreement on the Application of Sanitary and Phytosanitary Measures (see ATU, September 10, 
1997). The EU measures in dispute stem from a 1981 EC Directive requiring its member states to 
prohibit the administration to farm animals of substances having a thyrostatic, oestrogenic, 
androgenic or gestagenic action.

[See Government of Canada January 16, 1998 press release on the issuing of the WTO Appellate 
Body report.]

[See European Commission press release of January 16, 1998 on the WTO Appellate Body 
ruling.]

[See U.S. National Cattlemen’s Beef Association January 15, 1998 press release on the issuing 
of the WTO Appellate Body report.]

[ Top of Page ]

4. Provisional AD Duties Applied to U.S. Baby Food

On December 30, 1997 Revenue Canada announced that it would immediately impose 
provisional anti-dumping (AD) duties on jarred baby food, in containers of not greater than 250 
ml., imported from the United States. Revenue Canada had begun an investigation on October 3, 
1997, after receiving a complaint from H.J. Heinz Company of Canada Ltd, which claimed that 
imported jarred baby food had hurt sales and production at its plant in Leamington, Ontario. (ATU, 
October 21, 1997)

The preliminary results of the investigation showed that imports of Gerber brand (the only 
identified exporter) baby food from the U.S. were being dumped into Canada at prices that were 
well below the market prices in the U.S.. For the period investigated (January to June 1997), the 
estimated weighted average margin of dumping was 68.71% of the normal value. Revenue 
Canada is continuing its investigation and will issue a final decision on the dumping by March 30, 
1998.
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As soon as Revenue Canada’s preliminary finding was announced, the Canadian International 
Trade Tribunal (CITT) initiated an inquiry to determine whether the dumped imports are injuring 
the domestic industry. A link between the dumped goods and damage to the domestic industry 
must be found in order for permanent anti-dumping duties to be imposed. The CITT will issue its 
finding on April 29, 1998. As part of the inquiry, a public hearing will be held on March 30 in 
Ottawa.

Dumping occurs when goods are sold to importers in Canada at prices that are less than the 
selling price in the exporter's domestic market or at unprofitable prices.

[ Top of Page ]

5. Canada-U.S. Tariffs Eliminated

On January 1, 1998, the remaining regular tariffs on goods trade between Canada and the U.S. 
were eliminated. Under the terms of the Canada-U.S. Free Trade Agreement (CUSTA), which 
was implemented on January 1, 1989, all tariffs on bilateral trade were to be phased out in 10 
years or less. Tariff equivalents (TEs) which resulted from the Uruguay Round of GATT 
negotiations remain. These TEs replaced non-tariff barriers on sensitive products.

Also on January 1, 1998, the fifth round of tariff cuts was made on remaining regular tariffs on 
goods traded between Canada and Mexico. Under the terms of the North American Free Trade 
Agreement (NAFTA), which was implemented on January 1, 1994, most tariffs on bilateral trade 
were to be eliminated in zero, five, or ten years. The dairy, poultry, egg, and sugar sectors were 
exempt from reducing tariffs and non-tariff barriers. TEs negotiated in the Uruguay Round remain 
in place.

[ Top of Page ]

6. Request for Year Round Garlic AD Duties Tariff Denied

On November 24, 1997, the Canadian International Trade Tribunal (CITT) decided not to review 
its March 1997 decision which resulted in seasonal anti-dumping (AD)duties being applied to 
imports of fresh garlic from China. In August 1997, the Garlic Growers Association of Ontario 
(GGAO) had asked that the CITT amend its ruling and impose AD duties on the garlic all year 
instead of only from July 1-December 31 each year (ATU, Sept. 10, 1997). In making the decision 
not to reopen the case, the CITT reviewed written submissions from both sides.

[ Top of Page ]

Agri-food Trade Update is written by Laurinda Lang and Sid Friesen of the Policy and Program 
Coordination Branch. Please direct any inquiries or comments to Laurinda Lang, by telephone at 
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(519) 826-3242, by mail at 1 Stone Road West, Guelph, Ontario N1G 4Y2 or by e-mail to 
llang@omafra.gov.on.ca
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1. Canada and China Sign Agricultural Protocol

On April 7, 1998, Canadian Agriculture and Agri-Food Minister, Lyle Vanclief announced that 
China and Canada had signed health and sanitary protocols that will facilitate the importation into 
China of bovine semen, embryos and poultry meat. Progress was also made on developing a 
protocol for seed potatoes, to which China has agreed to give top priority.

The meeting in Beijing was part of Minister Vanclief’s 19-day visit to the Asian countries of 
Australia, China, Singapore, Indonesia and South Korea. The signing of the agricultural protocol 
with China follows on the heels of a beef import protocol agreed to approximately one year ago 
(ATU, May 14, 1997).

[See Agriculture and Agri-Food Canada press release on the signing of the agricultural protocol 
with China.]

[ Top of Page ]

2. Canada gets Waiver from Korean Restriction on use of Agricultural Export Credits

On March 30, 1998, the Canadian federal government announced a bilateral agreement with the 
Republic of Korea, which waives Korea’s restrictions limiting the use of credit sales on agricultural 
commodities such as red meats, grains and forages. The need to reach an agreement had been 
exacerbated by the impact of the Asian financial crisis.

The agreement was necessitated by the fact that South Korea has restrictions which prohibit the 
use of export credit for products with tariffs over 10 per cent and which limit the credit term on all 
other agricultural products to a maximum of 360 days. With the agreement, Canada now joins the 
U.S. in having a waiver from this restriction for the remainder of 1998.

In 1997 Canada exported $331 million of agri-food products to Korea. Korea is one of eight 
priority agri-food export markets, as identified by the Government of Canada.

[See Agriculture and Agri-Food Canada press release on the bilateral agreement with the republic 
of Korea.]

[ Top of Page ]

3. Revenue Canada Issues Final Determination on Dumping of Baby Food

On March 30, 1998, Revenue Canada issued its final determination of dumping of certain baby 
food imported from the United States. Revenue Canada determined that the weighted average 
margin of dumping was 59.76 percent and concluded that the volume of dumped goods was not 
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negligible. The final determination revised Revenue Canada’s preliminary finding on December 
30, 1997, which had resulted in a provisional anti-dumping duty of 68.71 percent being applied, 
based on the January to June 1997 time period (ATU, February 19, 1998).

On April 29 the Canadian International Trade Tribunal (CITT) ruled that the domestic industry has 
in fact been materially injured by the dumped imports. The CITT ruling means that the anti-
dumping duties will remain in place, as both injury and dumping are pre-requisites for anti-
dumping duties to be imposed. The Statement of Reasons for the Injury Finding will be released 
by the CITT in mid-May.

[See Revenue Canada press release of March 30, 1998 on the Final Determination of Dumping.]

[ Top of Page ]

4. Canada Extends Ban on Bee Imports

On March 5, 1998 the Canadian Food Inspection Agency (CFIA) announced that, in order to avert 
a widespread infestation of varroa mite in Canadian bee colonies, it was extending a prohibition 
on the importation of honeybees from the U.S. mainland. Importation of U.S. honeybees has been 
prohibited since 1987, when varroa honeybee mites were first found in the U.S. Since then, the 
ban has been extended several times. The current prohibition will be in place until December 31, 
1999.

Varroa mite feed on the larvae and pupae of the honeybee. Unless beekeepers intervene and 
treat the hive, an infestation almost always results in the death of the infected colonies. The 
prohibition on importing bees will also prevent a potential introduction, into Canada, of Africanized 
bees. Characterized by their aggressive behavior, Africanized bees are not found in Canada but 
have been found in some southern states.

[ Top of Page ]

5. Canadian Federal and Provincial Trade Ministers Agree to Enhanced Cooperation

Canadian federal and provincial Trade Ministers met in Ottawa on February 19, 1998 to address 
issues of common interest in international trade, investment and business development. Included 
in the discussions was a detailed review of issues related to the ongoing negotiations on the 
Multilateral Agreement on Investment. The Ministers also agreed to explore ways and means of 
improving federal-provincial-territorial co-operation on trade policy and international business 
development matters.

[See Final Communiqué of Federal and Provincial Ministers Responsible for International Trade 
on the DFAIT website.]

[ Top of Page ]
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6. Ontario Wheat Producers Approve Declared Off-Board Marketing

At their meeting on April 6 and 7, 1998, the directors of the Ontario Wheat Producers' Marketing 
Board approved in principle the proposal to allow Declared Off-Board Marketing of wheat for the 
1999 crop year. A proposal for Declared Off-Board Marketing of wheat had previously been 
approved by delegates at the March 5 and 6, 1998 Provincial Delegates Conference. The details 
on how the system would work have yet to be developed.

The basic concept of Declared Off-Board Marketing is that the producer would be required to 
declare early in the season all their winter wheat or spring wheat acres that would be marketed 
outside the board’s pooling and cash contracting system. Off-board marketing of wheat would be 
allowed only on sales to the U.S. market.

[See the website of the Ontario Wheat Producers' Marketing Board for more information on the 
Declared Off-Board Marketing proposal.]

[ Top of Page ]

7. CITT Inquiry into Dairy Blend Imports Continues

The inquiry by the Canadian International Trade Tribunal (CITT) into issues around the 
importation of dairy blends outside the coverage of Canada’s tariff rate quotas is continuing (ATU, 
February 19, 1998). The inquiry was launched by the federal government on December 17, 1997 
when the Tribunal was instructed to present options to the federal government by July 1, 1998.

On March 23, 1998, the Dairy Farmers of Canada (DFC) reversed their previous position by 
requesting to be allowed to be a party to this inquiry. The position of the DFC until this point had 
been that the terms of reference for the inquiry would not allow it to address the concerns 
expressed by dairy producers.

On March 24, after consulting with the other parties to the inquiry, the CITT decided to allow the 
Dairy Farmers of Canada, the Dairy Farmers of Ontario, the Fédération des producteurs de lait du 
Québec (collectively, the "Dairy Farmers") and the Canadian Federation of Agriculture (CFA) to 
participate, despite having missed previous deadlines to indicate their intended participation.

Following the public hearings held from April 6 to 14, the CITT circulated a preliminary list of 14 
possible options for the government in addressing issues raised by the importation of dairy 
blends. The parties were then instructed to provide comments to the CITT on these options in 
their closing argument.

[See Dairy Farmers of Canada March 23, 1998 press release indicating their decision to request 
participation in the Inquiry.]
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[See CITT Order and Statement of Reasons on admitting the Dairy Farmers of Canada, the Dairy 
Farmers of Ontario, the Fédération des producteurs de lait du Québec and the Canadian 
Federation of Agriculture as parties to the Inquiry.]

[ Top of Page ]

8. Cairns Group Countries Develop Common Vision on Long-Term Agricultural Trade 
Policy Objectives

On April 3, 1998, the Cairns Group countries met in Sydney, Australia to discuss their objectives 
for the global trading system as it pertains to agriculture. What resulted was a common vision that 
sets out the shared long-term objectives of the member countries. The Vision Statement proposes 
the elimination of all export subsidies and any domestic subsidies that have trade-distorting 
impacts. Deep cuts to tariffs and tariff peaks and disciplines on the use of export credits are also 
proposed. The Canadian federal government has stated that even though it has agreed to this 
vision, it still intends to consult intensively with the agri-food industry and provinces before 
developing a Canadian negotiating position for 1999.

The Cairns Group is an informal association of 15 agriculture trading nations. It was formed in 
1986 to promote agriculture trade liberalization during the Uruguay Round trade negotiations 
under the General Agreement on Tariffs and Trade. The Cairns Group intends to continue to play 
a leading role in promoting agriculture trade liberalization as World Trade Organization members 
prepare for the next round of multilateral talks. Cairns Group countries account for about one-third 
of global agriculture trade.

[See Agriculture and Agri-Food Canada press release on the conclusion of the Cairns Group 
meeting on April 3, 1998]

[See Cairns Group Communiqué and Vision Statement from its April 3, 1998 meeting along with 
other Cairns Group information on the website of the Australian Department of Foreign Affairs and 
Trade.]

[See March 31, 1998 Communiqué by Cairns Group Farm Leaders.]

[ Top of Page ]

9. OECD Ministerial Meets in Paris to Discuss MAI and Other Issues

On April 27 and 28, 1998, International Trade Minister Sergio Marchi represented Canada at the 
ministerial meeting of the Organization for Economic Cooperation and Development (OECD) in 
Paris. OECD ministers discussed developments with respect to the ongoing negotiations on a 
Multilateral Agreement on Investment and considered an OECD report on the benefits of trade 
liberalization, entitled Open Markets Matter: The Benefits of Trade and Investment Liberalization. 
Noting the difficulties that the MAI negotiations have been under, Ministers asked negotiators to 
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pause for a period of "assessment and further consultation" while directing that efforts to conclude 
an agreement be resumed later in 1998.

In a statement delivered to the Centre for Trade Policy and Law on February 13, 1998, Trade 
Minister Sergio Marchi had clearly laid out what it would take for Canada to sign on to an eventual 
MAI text. Minister Marchi wanted a narrower definition of the types of government expropriation 
that foreign investors could demand compensation for, as well iron-clad reservations allowing the 
federal and provincial governments complete freedom to regulate in the areas of health care, 
social programs, education, culture and programs for Aboriginal peoples and minority groups. 
Further, on April 23, 1998 the federal government tabled its response to a House of Commons 
Sub-Committee’s report on the MAI negotiations. In the response, the government agreed with all 
17 of the Sub-Committee’s recommendations on how Canada should approach the negotiations.

The OECD study on trade and investment liberalization predictably argues that trade and 
investment are more important than ever and that open markets bring greater "freedom of choice, 
specialization and exchange" to individuals and countries. The global implications of the financial 
and economic situation in Asia were also discussed by the OECD ministers. OECD trade 
ministers also noted the commitment to further negotiations on long-term trade liberalization as 
expressed by their agricultural counterparts at their meeting on March 5 and 6, 1998.

During his stay in Paris, Minister Marchi also participated in meetings of the NAFTA Commission 
and the QUAD. The NAFTA Commission includes the Trade Ministers of Canada, the United 
States and Mexico, while QUAD Trade Ministers are those representing Canada, the United 
States, the European Union and Japan.

[See OECD Agriculture Ministers Communiqé from March 5 and 6, 1998 ministerial meeting.]

[See OECD Trade Ministers Communiqé from April 27 and 28, 1998 ministerial meeting and 
OECD study on the benefits of trade liberalization, entitled Open Markets Matter: The Benefits of 
Trade and Investment Liberalization.]

[See the revised (as of April 24, 1998) MAI negotiating text.]

[See various MAI-related documents on the Department of Foreign Affairs and International trade 
website, including Minister Marchi’s February 13, 1998 address to the Centre for Trade Policy and 
Law and the federal government’s April 23, 1998 response to the House of Commons Sub-
Committee Report.]

[ Top of Page ]

10. FTAA Trade Talks Launched

On March 19, 1998, during the annual meeting of western hemisphere trade ministers in San 
José, Costa Rica there was an agreement to launch the negotiations for a Free Trade Area of the 
Americas (FTAA). The FTAA Ministerial also agreed on a number of procedural details on how 
the negotiations will proceed:
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●     negotiating groups should begin their work by the end of September 1998; 
●     nine negotiating groups have been established to deal with market access; investment; 

services; government procurement; dispute settlement; agriculture; intellectual property 
rights; subsidies, antidumping and countervailing duties; and competition policy; 

●     negotiations will proceed simultaneously in all areas; 
●     Miami has been chosen as the venue for the negotiations for the next three years; and 
●     a Consultative Group on Smaller Economies has been created to ensure the concerns of 

small nations are taken into account in FTAA talks. 

Canada was also asked to chair the negotiations for the first 18 months following the Summit of 
the Americas, held in Santiago, Chile on April 23, 1998. The United States and Brazil will co-chair 
the talks during their final stage.

Canada and the United States had initially hoped that agricultural issues could be negotiated as 
part of the market access group. The insistence of Brazil and its Mercosur partners, however, 
lead to agriculture being established as a separate negotiating group. Having a separate group for 
agriculture was also suggested in the agroindustry/agribusiness report from the FTAA Business 
Forum held in Cartagena, Columbia in March 1996, while the United States apparently had 
wanted to keep agriculture as part of the market access negotiating group as a way of maintaining 
a strong linkage between general market access issues and agriculture-specific issues.

The joint ministerial declaration from San José cites the elimination of agricultural export 
subsidies affecting trade in the hemisphere, as one of the objectives for the FTAA negotiations in 
agriculture.

[See Government of Canada March 19, 1998 press release on accepting the chairmanship for the 
FTAA talks.]

[See Joint Declaration from the Trade Ministerial Summit in San José, Costa Rica on March 19, 
1998 at the Organization of American States website.]

[See March 20, 1998 press release by the United States Trade Representative on the Trade 
Ministerial in San José, Costa Rica.]

[ Top of Page ]

11. Canadian Elected to Chair General Council of the World Trade Organization

On February 19, 1998, the General Council of the WTO selected the chairpersons for its various 
councils, bodies, committees and working groups for the year 1998. John Weekes, Ambassador 
and Permanent Representative of Canada to the Office of the United Nations and World Trade 
Organization, was selected as chair of the General Council. Mr. Weekes had previously chaired 
the WTO Committee on Regional Trading Agreements and the WTO Working Party on the 
Accession of Saudi Arabia to the WTO. From 1991 to 1994 Mr. Weekes was Canada’s Chief 
Negotiator for the NAFTA while serving as an Assistant Deputy Minister for Trade Policy in the 
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Department of Foreign Affairs and International Trade (DFAIT).

[See DFAIT press release on the election of John Weekes as chair of the WTO General Council.]

[ Top of Page ]

12. WTO Arbitrators to Rule on Implementation Period for WTO Beef Hormone Panel 
Report

On February 13, 1998, the WTO Dispute Settlement Body adopted the Appellate Body report on 
the European Union (EU) ban on beef imports to which growth hormones have been administered 
(ATU, February 19, 1998). Subsequently, the parties to the dispute, Canada, the United States 
and the EU have not been able to agree on an appropriate time period for implementation of the 
Panel report.

Currently, the matter has been turned over to two WTO-appointed arbitrators who will have until 
May 14, 1998 to determine a reasonable period of time for implementation. Previously, the EU 
had suggested a 4-year implementation period. This time period was not acceptable to Canada 
and the U.S., who have been proposing a much shorter time period. This disagreement on 
timeframes necessitated the need for arbitration to decide the matter.

[ Top of Page ]

13. Canada Agrees to WTO Panel on Certain Dairy Practices

On March 25th, Canada agreed to the establishment of a WTO Panel to rule on the WTO-
compatibility of certain aspects of Canadian dairy policy (ATU, February 19, 1998). The Panel 
was requested by the United States and New Zealand, with Australia and Japan signing on as 
interested third parties. The principle parties to the dispute are currently trying to reach agreement 
on the panelists who will take on the case.

Once the panel members are finalized, legal briefs by the U.S. and New Zealand will likely need 
to be submitted to the panel within 3 to 6 weeks, followed by the Canadian submission several 
weeks later. Several series of hearings, rebuttals, an interim report, a final report and the strong 
likelihood of an appeal to the WTO Appellate Body regardless of which side is favoured by the 
final panel report, means that the entire dispute settlement process will not be concluded until well 
into 1999.

[ Top of Page ]

14. Department of Commerce sets Cash Deposit Rate at Zero for 12th Administrative 
Review
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In late April, the U.S. Department of Commerce (DOC) released its preliminary determination of 
the countervailing duty (CVD) on Canadian live swine for the period of April 1, 1996-March 31, 
1997 (12th administrative review). The DOC determined that the CVD rate should be $0.0041 per 
kg which is de minimus, and that the cash deposit rate should be zero.

The entire amount is represented by the net subsidy resulting from the National Transition 
Scheme for Hogs. The DOC noted that this program has been terminated with March 31, 1998 
being the last day for residual payments under the program, and thus adjusted the cash deposit 
rate for this program to zero.

The CVD applies to all live swine except purebred breeding swine, slaughter sows and boars, and 
weanlings. The rate finalized for the 11th review period was $0.0071 per kg (0.32 cents /lb). This 
rate will remain in effect until the 12th review is finalized.

[ Top of Page ]

15. USTR Releases 1998 National Trade Estimate Report

On March 31, 1998, the United States Trade Representative (USTR) released its 13th annual 
report on world-wide trade barriers. The National Trade Estimate Report on Foreign Trade 
Barriers is submitted to the President annually as required under the Trade Act of 1974.

While noting that the value of Canada-U.S. two-way trade amounts to approximately $1 billion per 
day, the Report generates the usual list of Canadian practices which the U.S. sees as trade 
restrictive. In agriculture, the report highlights Canadian import policies on beer, wine, supply-
managed products and horticulture. The report also notes that the U.S. General Accounting Office 
is conducting yet another study of the Canadian Wheat Board and that Canada has unilaterally 
suspended the application of its tariff rate quota on barley and barley products imported from the 
U.S.

[See 1998 National Trade Estimate Report on Foreign Trade Barriers at USTR website.]

[ Top of Page ]

16. European Commission Releases Legislative Proposals Behind Agenda 2000 Reforms

On March 18, 1998, European Commission President Jacques Santer released legislative 
proposals which translate into legal texts the Agenda 2000 reform proposals which were first 
released on July 16, 1997. Reforms to the Common Agricultural Policy (CAP) of the European 
Union (EU) are just one aspect of the overall Agenda package.

All the proposed agricultural reforms are due to come into effect in the year 2000. They represent 
a further major step in the direction of CAP reform which was started in 1992. The continued 
reductions in market support prices and the increases in direct payments to farmers, as 
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envisioned in Agenda 2000, are designed to improve the competitiveness of EU agriculture on 
domestic and world markets. Presumably, this will eventually reduce the risk of a return to the 
production of expensive and unsaleable surpluses, while avoiding over compensation. Greater 
market orientation is also expected to prepare the way for the integration of new member states 
and to shape the EU's position in the coming WTO Round. In addition, it appears that the CAP will 
have an increased emphasis on food safety and environmental concerns.

The proposed Agenda 2000 reforms include the following components:

●     for cereals, the intervention price would be dropped by 20 percent in one step in the year 
2000, while direct payments would be increased from 54 ECU/tonne to 66 ECU/tonne; 

●     for beef, the effective market support level would be reduced by 30 percent in three equal 
steps, starting on July 1, 2000, while direct payments for male bovine animals and suckler 
cows would be increased; and 

●     in dairy, it is proposed to reduce intervention prices for butter and skimmed milk powder 
by 15 percent in four steps while a basic cow direct payment premium would be phased in 
in four parallel steps. Milk quotas would be maintained until March 31, 2006. 

[See European Commission Directorate-General for Agriculture website for more information on 
the Agenda 2000 proposals released on March 18, 1998.]

[ Top of Page ]

17. Australian Senator calls for Investigation on Impact of Canadian Pig Imports

On April 7, 1998 Australian Senator Kerry O’Brien proposed a motion calling on the Government 
of Australia to take action to assist the beleaguered Australian pork industry. Among other things, 
the motion calls on the government to investigate whether the level of imports is the primary 
cause of the industry’s current difficulties and, if so, take action under the World Trade 
Organization provisions for emergency protection of an industry.

Senator O’Brien’s motion notes that the Australian pork industry is currently suffering very low 
prices for its product which is causing severe hardship for many producers and their families. 
Canadian and European support for their respective hog industries, as compared to Australia, and 
as measured by Producer Subsidy Equivalents (PSE’s), is also cited in the motion.

In response to the motion, Canadian federal government officials noted that Canadian support for 
the hog industry (as measured by PSE’s) actually fell significantly in 1997, which was the same 
year that exports to Australia increased significantly. Further, in the first two months of 1998, 
Canadian exports to Australia were 51 percent less than year-ago levels.

Senator O’Brien’s motion also erroneously stated that Canada maintains tariffs or tariff quotas in 
support of its hog industry. Senator O’Brien is a member of the Labor Party and represents 
Tasmania in the Australian Senate.

[See Senator O’Brien’s motion in the Australian Senate Hansard for April 7, 1998.]
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Agri-food Trade Update is written by Laurinda Lang and Sid Friesen of the Policy and Program 
Coordination Branch. Please direct any inquiries or comments to Laurinda Lang, by telephone at 
(519) 826-3242, by mail at 1 Stone Road West, Guelph, Ontario N1G 4Y2 or by e-mail to 
llang@omafra.gov.on.ca
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1. CITT Releases Report on Dairy Blend Imports

On July 3, 1998, the Canadian International Trade Tribunal (CITT) released a report on the 
importation of dairy product blends outside the coverage of Canada’s tariff rate quota system. The 
report is the result of an inquiry by the CITT, that was announced by the federal government on 
December 17, 1997 (ATU, December 18, 1998) .
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The terms of reference for the inquiry required the CITT to present options to the federal 
government by July 1, 1998 on actions the federal government might take to address increasing 
levels of dairy blend imports. The CITT was not asked to make any recommendations on which 
option(s) the federal government should pursue.

The CITT report lists several options for the federal government to take in response to imports of 
dairy blends. These include:

●     the status quo; 
●     an appeal to the CITT by the dairy farmers of the tariff classification of butteroil blends; 
●     a safeguard inquiry by the CITT pursuant to a complaint by the dairy farmers or a 

government reference; 
●     a special class price for butterfat for ice cream and processed cheese; 
●     a special class price for butterfat for domestic butteroil blends; 
●     government to provide compensation to dairy farmers for their income losses; and 
●     a new tariff item for butteroil blends with a different tariff treatment. 

The CITT notes that there is no option available which does not come at a cost to one or more of 
the stakeholders and that international trading rules limit the types of action that are available for 
government to take. Some of the options listed by the CITT would require action on the part of 
dairy producer stakeholders, as well as the federal government. Canadian Minister of Agriculture 
and Agri-Food, Lyle Vanclief, has encouraged interested parties to send comments on the CITT 
report to Agriculture and Agri-Food Canada by July 24, 1998.

While the terms of reference for the inquiry allowed the CITT to assess the importation of a wide 
variety of dairy blends, the CITT determined early on in the process that the only blends of 
concern to dairy farmers were butteroil blends imported under tariff line 2106.90.95. These 
butteroil blends consist of three types, including butteroil and sugar, butteroil and glucose and 
blends of butteroil and processing solids. These blends are used in ice cream manufacture as 
well as the production of processed cheese.

The CITT report indicates that the use of butteroil blend imports increased rapidly between 1994 
and 1996, and then doubled in 1997 to 6.343 million kilograms.

In 1997, the butteroil blends accounted for 12% of the total butterfat used in ice cream production 
and the total replaceable butterfat used in processed cheese production. The CITT believes that 
the use of imported butteroil blends will increase in future years but that the rate of increase will 
be much slower than that experienced in recent years.

Over the past two years, Canadian dairy producers have been urging the federal government to 
put a stop to butteroil imports under tariff line 2106.90.95. It is the position of Canadian dairy 
producers that these blends were intended to have been captured by the tariff equivalents that 
Canada established for dairy products with the implementation of the Uruguay Round GATT 
Agreement. In late March, the Dairy Farmers of Canada, the Dairy Farmers of Ontario, le 
Fédération des producteurs de lait du Québec and the Canadian Federation of Agriculture 
officially joined the inquiry. Dairy producer groups had boycotted the process until that point on 
the basis that, in their view, the terms of reference for the inquiry were not broad enough to allow 
their concerns to be addressed.
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Dairy processors and importers have held that the imports of butteroil blends are perfectly legal 
and that they provide cost benefits in ice cream manufacturing. Federal government officials have 
likewise maintained that the imports are correctly classified under the current tariff line.

[See CITT Report on An Inquiry into the Importation of Dairy Blends Outside the Coverage of 
Canada’s Tariff Rate Quotas at the CITT website.]

[See Agriculture and Agri-Food Canada press release of July 3, 1998, in response to the CITT 
report.]

[ Top of Page ]

 

2. CITT Calls for Public Interest Investigation in Baby Food Anti-Dumping Case

In a notice released on July 3, 1998, the Canadian International Trade Tribunal (CITT) announced 
that it would conduct a public interest investigation into the anti-dumping duties that have recently 
been imposed on imported baby food. A hearing relating to the public interest investigation will be 
held in Ottawa on September 14, 1998.

On April 29, 1998, the CITT had ruled that imported, dumped baby food had been causing 
material injury to the Canadian baby food industry (ATU, May 7, 1998). The positive injury finding 
by the CITT meant that the provisional anti-dumping duties which had been in place since 
December 30, 1997, would stay in place.

In determining the need for a public interest investigation, the CITT found that "a number of 
factors exist which, when considered together, constitute exceptional circumstances that 
demonstrate a public interest concern worthy of further investigation". Among other things, the 
CITT considered the commercial availability of baby food from non-subject sources and the effect 
of the anti-dumping duties on low income families. If, at the conclusion of the public interest 
investigation, the CITT is of the view that levying the full amount of the anti-dumping duties is not 
in the "public interest", it can recommend to the Minister of Finance that the amount of the duties 
be reduced or eliminated.

On December 30, 1997, Revenue Canada had made its preliminary determination that baby food 
was being dumped into Canada. The calculated dumping margin of 59.76 percent was then 
confirmed by Revenue Canada’s final determination of dumping of March 30, 1998. Revenue 
Canada’s investigation had been launched on October 3, 1997 in response to a complaint filed by 
the H.J. Heinz Company of Canada (Heinz) in August 1997. The anti-dumping duties will be 
directed at the Gerber Products Company (Gerber) of Fremont, Michigan, the only known 
importer of baby foods into Canada.

The Canadian jarred baby food market is estimated to have an annual value of $60 - 70 million. 
Heinz has been manufacturing baby food in Canada since 1934 and its plant in Leamington, 
Ontario is the only place in Canada where baby food is currently being manufactured. Gerber had 

http://www.gov.on.ca/OMAFRA/english/policy/atu0798.html (3 of 12) [4/11/2002 1:55:02 PM]

http://www.citt.gc.ca/refer/reports/gc97001e/gc97001e.htm
http://www.citt.gc.ca/refer/reports/gc97001e/gc97001e.htm
http://aceis.agr.ca/cb/news/1998/n80703ae.html
http://aceis.agr.ca/cb/news/1998/n80703ae.html


Agri-food Trade Update

operated a baby food plant in Niagara Falls, Ontario until 1992, when the plant was closed. Since 
then, Gerber has been importing its baby foods into Canada. During the investigation Heinz 
claimed to have suffered volume losses and "price and profit erosion and suppression" as a result 
of the dumped imports.

While relative market shares of Heinz and Gerber have remained stable, the overall market for 
baby food in Canada has declined by 20 percent from 1995 to 1997. Reasons for the decline in 
the market include declining birth rates and the popularity of homemade baby foods and 
alternative foods, like "Earth’s Best" products.

The CITT report noted that over the past few years, Gerber has dominated the market for baby 
foods sold through drug stores, while Heinz has dominated baby food sales channeled through 
grocery retailers. Exclusive selling, where retailers agree to carry only one brand, is a common 
practice. While the overall market for baby food is price inelastic, demand at any particular store is 
highly price elastic. Special feature prices on baby food are typically used as an effective draw for 
parents with small children, who normally purchase more goods in these types of stores than the 
average consumer.

In other developments related to the baby food dumping case, on July 4, 1998, Gerber filed for a 
NAFTA panel appeal of the CITT’s injury finding. On July 5, 1998, the Canadian federal 
Competition Bureau added its support to the request for a NAFTA panel review. The Competition 
Bureau contends that the CITT, in its injury finding, erred in fact and in law, by disproportionately 
attributing to imported baby food the price suppression suffered by Heinz.

[See April 29, 1998 Findings and May 14, 1998 Statement of Reasons related to injury 
investigation on Certain Prepared Baby Foods Originating in or Exported from the United States 
of America.]

[ Top of Page ]

 

3. EU Agriculture Commissioner Visits Canada

On June 4, 1998, European Union Agriculture Commissioner Franz Fischler began an intense 5-
day official visit to Canada. Commissioner Fischler’s visit to Canada included stops in Ottawa, 
central and eastern Ontario and Winnipeg. The agenda included discussions with Canadian 
Minister of Agriculture and Agri-Food, Lyle Vanclief, as well as meetings with Ontario wine 
producers and discussions with western farm leaders at a luncheon hosted by the Canada Grains 
Council.

Concerns over a recent U.S.-EU tit-for-tat on grain export subsidies highlighted discussions 
between Minister Vanclief and Commissioner Fischler (see related article in this issue of ATU). 
Other items discussed were the EU approval system for genetically-modified organisms (GMO’s), 
a pending Canada-EU Veterinary Equivalency Agreement, the recent WTO ruling on the EU beef 
hormone ban (see related article in this issue of ATU) and EU restrictions on Canadian wines.
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In his discussions with Canadian farm leaders, Commissioner Fischler said the EU would decide 
on a "consistent" strategy for WTO agricultural negotiations in 1999 and that there was a need for 
"reasonable" rules in the area of international trade. The Commissioner emphasized that as the 
EU’s Common Agricultural Policy (CAP) is reformed, European farmers will continue to become 
more competitive, but that this will not be "at the expense of a reasonable living for farming 
families". While Commissioner Fischler was repeatedly asked to explain the EU’s recent use of 
export subsidies on a shipment of barley into California, in the end he was thanked by Canadian 
farm leaders for his openness and willingness to have a face-to-face discussion on contentious 
agricultural trade issues.

[See the Canada Grains Council website for Commissioner Fischler’s speech on Orientations for 
a Renewed EU Common Agricultural Policy presented at a luncheon hosted by the Canada 
Grains Council on June 8, 1998.]

[See Agriculture and Agri-Food Canada June 4, 1998 press release on meetings with 
Commissioner Fischler.]

[ Top of Page ]

 

4. EU Given 15 Months to Implement WTO Panel Report on EU Beef Hormone Ban

In a decision released to the public on May 29, 1998, WTO arbitrator, Julio Lacarte-Muró, has 
ruled that the EU has 15 months (from February 13, 1998) to implement the WTO Appellate Body 
report of January 16, 1998. The WTO Appellate Body had ruled that certain EU measures which 
support the ban on beef to which growth hormones have been administered are inconsistent with 
the WTO Agreement on Sanitary and Phytosanitary Measures (ATU, May 7, 1998). The reason 
the hormone ban was ruled inconsistent with the WTO Agreement on SPS Measures is because 
the EU could not demonstrate that its ban was based on a scientifically-credible risk assessment.

The EU had been asking for a 4-year transition period to implement the panel ruling, including two 
years to conduct new risk assessments and two years to implement any necessary legislative 
changes. In the oral hearing, however, the EU had indicated that it needed only thirty-nine months 
to implement the ruling. The U.S. and Canada argued that the EU should only be given 10 
months to implement the panel ruling.

The WTO arbitrator ruled there was nothing in the WTO Agreements or panel or Appellate Body 
reports that would require that the EU be given enough time to conduct a risk assessment. The 
arbitrator noted that the EU measures had been in violation of the WTO since January 1, 1995 
and that the EU had in fact held a scientific conference in late 1995 with the broad objective of 
establishing whether there was a scientific basis for its beef hormone ban. The EU has not yet 
indicated what actions it intends to take to comply with the ruling.

[See Government of Canada May 29, 1998 official response to WTO arbitrator’s report at 
Department of Foreign Affairs and International Trade website.]
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[See United States Trade Representative May 28, 1998 official response to WTO arbitrator’s 
report.]
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5. Canadian Alliance of Agri-Food Exporters Formed

The Canadian Alliance of Agri-Food Exporters has been formed by several Canadian agri-food 
associations and marketing boards. The purpose of the Alliance is to highlight the fact that much 
of the Canadian agri-food sector is very dependent on international trade and to press the federal 
government to pursue more open access to international markets in the next round of agricultural 
negotiations in the WTO. The Alliance presented its position paper on international trade to 
federal Minister of Agriculture and Agri-Food, Lyle Vanclief, and to senior officials in the 
Department of Foreign Affairs and International Trade, on June 11, 1998.

The Alliance has put forward the following general objectives for Canada in the next round of 
world trade talks in agriculture:

1. Meaningful increases in market access for all agri-food products through:

●     maximum increases in minimum access commitments; 
●     elimination of all in-quota duties; 
●     maximum reductions in tariffs, especially high, prohibitive tariffs; and 
●     clear and binding rules on the administration of quotas. 

2. The elimination of all export subsidies;

3. A further reduction in the level of permissible spending on trade distorting domestic subsidies; 
and

4. Sanitary and phytosanitary rules which are based on science and which prevent the use of 
these measures as non-tariff barriers.

Members of the Canadian Alliance of Agri-Food Exporters include the Canadian Cattlemen’s 
Association, Canadian Meat Council, Canadian Oilseed Processors Association, Canadian Pork 
Council, Canadian Sugar Institute, Malting Industry Association of Canada, Ontario Soybean 
Growers Marketing Board, Ontario Wheat Producers Marketing Board, Prairie Pools Inc. and 
XCAN Grain Pool Ltd.

[ Top of Page ]
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6. Minister Villeneuve Leads Trade Mission to China

Ontario Minister of Agriculture, Food and Rural Affairs, Noble Villeneuve, led a group of Canadian 
and Ontario agri-food companies and commodity associations on an 11-day trade mission to 
China, beginning on June 12, 1998. The focus of this mission was on beef and swine genetics, 
feed technology, tobacco, soybeans and wine. Ontario agri-food exports to the Asian region (not 
including Japan) are valued at $342 million annually.

[See June 10, 1998, OMAFRA press release on China trade mission led by Minister Villeneuve.]

[ Top of Page ]

 

7. Canada, U.S. and New Zealand Still Haven’t Decided on Panelists to Hear Dairy Case

Canada, New Zealand and the U.S. are still in the process of trying to agree on a slate of 
panelists to hear a dispute with respect to certain Canadian dairy practices. It appears the delay is 
related to U.S. efforts to change the way panels conduct their business by opening up the process 
to greater public scrutiny. It is not known when the panelist selection process will be completed

[ Top of Page ]

 

8. Trans-Atlantic Skirmish on Grain Subsidies

In April, the European Union sent a shipment of subsidized barley to California. This shipment of 
feed barley from Finland, which had benefited from export subsidies in the amount of $50 per 
tonne, set off an immediate U.S.-EU flurry of words and accusations. For his part, EU 
Ambassador to the U.S., Hugo Paeman, stated that the subsidized shipments were well within the 
legal obligations of the EU under the WTO and that the European Commission itself does not play 
a role in deciding the final destination of subsidized grain exports.

However, on May 27, 1998, U.S. Secretary of Agriculture, Dan Glickman, responded by 
announcing a U.S. export subsidy, under the Export Enhancement Program, available on 30,000 
tonnes of barley. The subsidized shipments were to be targeted to Algeria, Cyprus and Norway, 
traditional markets for the EU.

Canadian Agriculture and Agri-Food Minister, Lyle Vanclief, criticized the actions of the U.S. and 
the EU. Minister Vanclief said he was concerned that a tit-for-tat between the U.S and EU could 
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escalate into a renewed grain subsidy war that would hurt grain producers around the world. The 
EU has not responded directly to the action announced by the U.S. on May 27th.

[See U.S. Agriculture Secretary Dan Glickman’s May 27, 1998 official response to EU subsidized 
grain shipment at USDA website.]

[See May 27, 1998 official EU reaction to U.S. retaliatory action on grain export subsidies at 
website of the EU in the U.S.]

[See Canadian Agriculture and Agri-Food Minister Lyle Vanclief’s May 28, 1998 official response 
to U.S. and EU actions on subsidized grain exports at AAFC website.]

[ Top of Page ]

 

9. WTO Celebrates 50th Anniversary of Multilateral Trading System and Makes Plans for 
1999 Ministerial

On May 18 - 20, 1998, concurrent with the 2nd session of its Ministerial Conference, the World 
Trade Organization celebrated the 50th anniversary of the multilateral trading system. The system 
was known as the General Agreement on Tariffs and Trade (GATT) until the signing of the 
Uruguay Round Agreement in 1994. The May 20, 1998, WTO Ministerial Declaration notes the 
successful recent conclusion of multilateral trade negotiations in the areas of basic 
telecommunications and financial services and notes that the Information Technology Agreement 
has been implemented.

The Declaration goes on to offer encouragement to countries most affected by turbulence in 
financial markets to continue with the progress that has already been made on the road to 
achieving a more open, rules-based global trading system. There is an acknowledgment of the 
need to open WTO procedures and operations up to allow for more transparency and public 
involvement. The accession to the WTO of Congo, Democratic Republic of Congo, Mongolia, 
Niger and Panama since the December 1996 Ministerial in Singapore, was also recognized. The 
50th anniversary festivities featured keynote speeches by a number of international dignitaries, 
including U.S. President Bill Clinton, South African President Nelson Mandela, UK Prime Minister 
Tony Blair, Brazilian President Fernando Henrique Cardoso and Cuban President Fidel Castro.

The offer of President Clinton to hold the next Ministerial Conference in the United States was 
accepted. In addition to having the 1999 Ministerial in the U.S., WTO members also appointed 
United States Trade Representative Charlene Barshefsky to chair the process between now and 
1999 of preparing for the 1999 Ministerial, as well as the 1999 Ministerial meeting itself. In her 
statement after the 50th Anniversary celebration in Geneva, Ambassador Barshefsky expressed 
her commitment to ensuring that negotiations that are part of the "built-in" WTO agenda, begin on 
time. This agenda includes the start-up of agriculture negotiations in 1999 and negotiations in the 
services sector in the year 2000.

http://www.gov.on.ca/OMAFRA/english/policy/atu0798.html (8 of 12) [4/11/2002 1:55:02 PM]

http://www.usda.gov/news/releases/1998/05/0223
http://www.usda.gov/news/releases/1998/05/0223
http://www.eurunion.org/news/index.htm
http://www.eurunion.org/news/index.htm
http://aceis.agr.ca/cb/news/1998/n80528ae.html
http://aceis.agr.ca/cb/news/1998/n80528ae.html


Agri-food Trade Update

The WTO General Council is expected to hold a "special session" in September of this year as 
part of the preparatory process for the 1999 Ministerial. A specific U.S. location for the 1999 
Ministerial has not yet been decided, but it is expected that it would take place sometime in the 
fourth quarter of the year.

[ Top of Page ]

 

10. Canada Deepens Relations with MERCOSUR and has discussions with EFTA Countries

On June 16, 1998, Canada signed a Trade and Investment Cooperation Arrangement (TICA) with 
MERCOSUR, Latin America’s largest trade alliance. The TICA was intended to spur trade and 
investment between MERCSUR countries and Canada, giving momentum to Canada’s goal of 
eventually being part of a free trade agreement with all the countries in the hemisphere. Countries 
that belong to MERCOSUR include Brazil, Argentina, Paraguay and Uruguay.

While in Latin America to sign the Canada-MERCOSUR TICA, Canadian officials also chaired the 
first meeting of the Trade Negotiations Committee of the Free Trade Area of the Americas (FTAA) 
in Buenos Aires, Argentina on June 17. Canada will be chairing the FTAA negotiations during 
their first 18 months. These negotiations will be done in 9 separate negotiating groups, including 
agriculture, and will be kicked-off in Miami, Florida in September of this year.

While in Europe for the annual G-7 Summit, Canadian Prime Minister Jean Chrétien also 
announced that Canadian officials would be meeting with officials from the European Free Trade 
Association (EFTA) this spring to have exploratory talks aimed at assessing the potential for a 
Canada-EFTA Free Trade Agreement. Switzerland, Norway, Iceland and Lichtenstein are the 
member countries in the EFTA.

[ Top of Page ]

 

11. WTO Panel Rules in Favour of Canadian Salmon

A WTO Panel report, released on June 12, 1998, ruled that Australia’s ban on the import of 
certain types of salmon from Canada is not consistent with its WTO obligations. Australia, which 
has had the ban in place since 1975, is expected to appeal the ruling to the WTO Appellate Body. 
Canada initially requested the establishment of a WTO panel to rule on this dispute on March 7, 
1997.

[See DFAIT website for June 12, 1998 official Government of Canada response to WTO panel 
report on Canadian salmon.]
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12. Former Assistant USTR Speaks to Ontario Agri-Food Industry Representatives

On June 11, 1998, Charles "Chip" Roh, a former Assistant United States Trade Representative, 
with responsibility for U.S. trade relations with Canada and Mexico, spoke at a seminar sponsored 
by the Ontario Ministry of Agriculture, Food and Rural Affairs. Mr. Roh talked about the forces that 
drive the evolution of agricultural trade policy in the U.S. and also expressed his view on the 
effectiveness of the dispute settlement system in the WTO.

Due to the current political climate in the U.S., along with the timing of elections over the next few 
years, Mr. Roh does not foresee the U.S. Administration obtaining "fast-track" negotiating 
authority until at least the year 2001. A more favourable mood towards "fast-track" could, 
however, materialize in Washington in the event of some negative international development 
believed to be linked to the current lethargic U.S. public attitude towards the need for multilateral 
trade negotiations. Mr. Roh stated that it is believed by some international trade policy observers 
that the U.S. Administration was able to secure "fast-track" negotiating authority in the late 1980’s 
partly as a result of people viewing the stock market crash of October 1997 as being the result of 
a lethargic attitude towards international trade liberalization.

Mr. Roh noted that in trade negotiations, the two windows in time where negotiating positions can 
be influenced, are at the very start or the very end of the talks. In the interim period, positions tend 
to be entrenched. He also noted that U.S. farm groups have already publicized their "wish list" of 
what they want to achieve in the next round of trade negotiations, but that they haven’t yet 
thought carefully about what they are willing to give up. Mr. Roh also noted that in agricultural 
trade negotiations, the U.S. and Canada are "net-net-demandeurs", meaning that they are looking 
to achieve more through trade negotiations than they have available to give up in terms of access 
to their own markets. This is one of the reasons why an agricultural trade agreement is likely to be 
much more significant in scope if the agricultural negotiations are part of a broader negotiating 
package.

The presentation given by Mr. Roh is one in a series of seminars being sponsored by OMAFRA to 
generate discussion and awareness of issues that will be at the heart of a new round of trade 
negotiations in the WTO in 1999.

[ Top of Page ]

 

13. Australia Announces Assistance for its Pork Industry

On June 10, 1998, Australian Deputy Prime Minister and Minister for Trade, Tim Fischer, and 
Minister for Primary Industries and Energy, John Anderson, announced details of an enhanced 
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assistance package for the Australian pig industry. The Ministers said the package was squarely 
focused on improving the competitiveness of the Australian pig industry in the production and 
processing sectors so that it was better placed to meet import competition and seek new export 
opportunities. They said the Government had agreed to provide another $9 million (Australian) on 
top of the $10 million already provided under the National Pork Industry Development Program 
(NPIDP), as well as relaxing NPIDP guidelines and fast-tracking several NPIDP projects.

Concurrent with the announcement of its domestic pig industry assistance package, the 
Government of Australia also announced that it was proposing domestic legislation to establish a 
mechanism to conduct inquiries in accordance with the Safeguard measures allowed under the 
World Trade Organization. Unlike most other countries, apparently Australia failed to provide for 
specific safeguard legislation when it implemented the Uruguay Round Agreement on Agriculture 
at the end of 1994.

In November 1997, Australia opened its market up to imports of Danish pork and cooked pork 
form Canada, a move which was severely criticized by the Australian pork industry. The 
Government of Australia has reminded its agri-food industry that it exports $8 of agri-food 
products to Canada for every $1 it imports.

[ Top of Page ]

 

14. Florida Tomato Growers Allege Unfair Competition from Canadian Imports

In a May 13, 1998, letter to U.S. Commerce Secretary, William Davey, the Florida Tomato 
Growers Exchange requests that the Commerce Department conduct an investigation into 
imports of Canadian tomatoes. Normal practice would be for an industry group to initiate a case 
by submitting substantial evidence to the Commerce Department of unfair trading practices being 
used by a foreign industry. In this case the tomato growers are asking Commerce to "self-initiate" 
an investigation on the basis that the Florida Tomato Growers Exchange lacks the resources to 
prepare it own case.

Florida tomato growers are alleging both the dumping of Canadian tomatoes (sold in U.S. at less 
than price sold for in Canada, or at less than cost of production) and the use of unfair subsidies by 
Canadian growers. Specifically, the May 13th letter asks Commerce to look into benefits provided 
by the Net Income Stabilization Account (NISA), cooperative fuel and energy purchasing 
programs and the Grow Ontario Investment Program, among others. There has been no official 
response by the Commerce Department to the letter from the Florida Tomato Growers Exchange.

[See an October 1997 Profile of the Canadian Greenhouse Tomato Industry prepared by 
Agriculture and Agri-food Canada and available on the AAFC website.]

[ Top of Page ]
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15. Declared Off-Board Marketing by OWPMB Suspended

This past April, the directors of the Ontario Wheat Producers' Marketing Board (OWPMB) 
approved in principle the proposal to allow Declared Off-Board Marketing of wheat for the 1999 
crop year (ATU, May 7, 1998). The proposal had previously been approved by OWPMB 
delegates at the March 5-6, 1998 Provincial Delegates’ Conference. In June, however, the 
Ontario Farm Products Marketing Commission (FPMC) ruled that Declared Off-Board Marketing 
would be suspended until at least September 1, 1998. The FPMC is concerned that Ontario 
millers would be denied equal access to Ontario wheat under the program. As such, the FPMC 
has directed the OWPMB to conducted further consultations with food industry client groups and 
to report back to the FPMC by September 1, 1998.

The basic concept of Declared Off-Board Marketing is that the producer would be required to 
declare early in the season all their winter wheat or spring wheat acres that would be marketed 
outside the board’s pooling and cash contracting system. Off-board marketing of wheat would be 
allowed only on sales to the U.S. market. Fall-planted wheat for the 1999 crop year was to have 
been declared by November 20, 1998.

The other program affected by the suspension was the wheat for feed marketing program. This 
program was intended to be implemented on July 1, 1998.

[ Top of Page ]
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U.S. BILATERAL TRADE ISSUES

1. CANADA - U.S. BILATERAL CONSULTATIONS

In September 1998, South Dakota imposed rigid border controls on Canadian livestock and grain 
shipments, resulting in trucks being turned back at the border, ostensibly for non-compliance with 
U.S. health requirements. Other northern States also endorsed targeted inspections of grain and 
live animal shipments originating from Canada.
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After Canada filed complaints and requested consultations through NAFTA and the WTO, the 
inspections were relaxed and the free flow of Canadian goods has since resumed. Accordingly, 
Canada has dropped the complaints.

In an attempt to curtail further sub-national trade action, both countries have committed to a 90 
day period of bilateral consultations, which began with a meeting of officials in Montreal in early 
October. A Federal Agriculture Ministers’ meeting is anticipated at the end of this year, at which 
time agreement on the resolution of some of the issues in contention, such as harmonization of 
animal and plant health regulations and inspection equivalency, is anticipated. A proposal for an 
ongoing schedule of consultations, as a mechanism to air trade concerns developing at the sub-
national level, is also being prepared.

Also in early October, a subcommittee of the U.S. House Agriculture Committee, holding hearings 
into Canadian trade issues, heard from Patrick Westhoff of the Food & Agricultural Policy 
Research Institute. He testified that the relative competitiveness of farm products were being 
influenced largely by: 
1. a 30% drop in the exchange rate of the Canadian dollar since 1991;
2. bad weather, weak global markets, and changes in farm policy.
Westhoff also suggested that while Canadian wheat exports to the U.S. has a modest impact on 
U.S. prices, shipments of Canadian barley, corn and soybean have virtually none. Likewise, 
Westhoff told the subcommittee that the impact of Canadian hog and cattle exports is marginal.

[ Top of Page ]

2. INDUSTRY TACTICS PROLONG INVESTIGATION OF CATTLE IMPORTS TO THE U.S.

In a bizarre twist of legal maneuvering, the Ranchers-Cattlemen Action Legal Foundation (R-
CALF), an American industry association, withdrew its petition for an investigation of Canadian 
cattle imports, only to re-file it several days later.

R-CALF filed a petition on October 1, 1998, for a countervailing duty investigation on live cattle 
originating from Canada, and for an anti-dumping investigation with respect to Canadian and 
Mexican cattle imports. As mandated by the U.S. Tariff Act and the WTO Agreement on Subsidies 
and Countervailing Measures, the action first required a determination by the Department of 
Commerce as to whether R-CALF met a minimum "standing" requisite before actual initiation. A 
petitioner must demonstrate that it acts "on behalf of" the affected industry before the petition is 
further investigated on its merits by the International Trade Commission (ITC). The level of 
industry-wide support for the R-CALF petition was not substantiated in the originally filed 
document.

The Department of Commerce, which was to release its ruling on November 10th, polled 140 
cattle organizations to assist in measuring industry support for continuing the investigation. Just 
days before the ruling, the National Cattlemen’s Beef Association (NCBA), an American 
organization for beef producers, modified its earlier position and came out in favour of the 
countervailing duty investigation, while remaining neutral on the anti-dumping issue. The NCBA 
also proposed to its Mexican private-sector counterpart, the Mexican National Cattlemen’s 
Commission (CNG), that if the CNG sought to remove its anti-dumping petition against U.S. beef 
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and pork products, previously filed with the Mexican Government, it would in turn provide 
"leadership" in stopping the anti-dumping portion of the R-CALF petition.

On the eve of the release of the Department of Commerce ruling, R-CALF withdrew all three 
petitions; on November 12th, R-CALF re-filed. Speculation is that R-CALF was forewarned that 
the Department of Commerce ruling would not be favourable, and that it chose to withdraw the 
petition and re-file, thereby extending by 20 days the time within which to influence the 
Department of Commerce ruling.

[ Top of Page ]

3. COUNTRY-OF-ORIGIN LABELING SENT BACK FOR FURTHER STUDY

In early October, the U.S. Congress struck a controversial provision of the agriculture 
appropriations bill that would have imposed country-of-origin labeling requirements for imported 
beef and lamb to the United States. The proposed requirements called for fresh meat at retail to 
be labeled to distinguish domestic beef and lamb from that which is imported or blended; both 
Canada and Mexico opposed the proposal as imposing an unfair trade restraint.

Passage of the bill would have resulted in a significant disruption of trade patterns, including likely 
decreases in Canadian slaughter cattle exports to the U.S. as the market reacted to the costs of 
compliance. Rather than face the higher costs of a separate meat identification system, U.S. 
processors, distributors and retailers would likely have opted to reduce the use of imports. An 
internal USDA memo warned that the proposal would have posed trade problems and 
undermined the U.S. position in multilateral negotiations on rules of origin. 

As a compromise, however, Congress did endorsed a USDA study of the impacts of mandating 
country-of-origin labeling on fresh beef cuts. This report is due in six months.

[ Top of Page ]

4. BUTTEROIL/SUGAR BLENDS REVIEW

On August 10, 1998, the federal government requested that the Canadian International Trade 
Tribunal (CITT) review the existing tariff classification for butteroil/sugar blends, a process that is 
expected to take about 210 days. The CITT is presently accepting briefs supporting and opposing 
the tariff classification change, and is scheduled to hold a public hearing of the matter on January 
25, 1999.

The review follows the release on July 3, 1998 of the CITT’s report regarding the importation of 
blends outside the coverage of Canada’s tariff rate quota system. The federal government, in 
rejecting the various options proposed in the July report, decided alternatively to have Revenue 
Canada refer the tariff classification review to the CITT.

The blends of concern to dairy farmers are butteroil blends imported under tariff line 2106.90.95, 
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which consist of three types: butteroil and sugar, butteroil and glucose and blends of butteroil and 
processing solids. These blends are used in ice cream manufacture as well as the production of 
processed cheese. Import quotas in support of supply management were converted into tariff-rate 
quotas in 1995 when Canada implemented its WTO commitments. Butteroil blends, however, 
were not covered by the former import quotas and are not presently subject to tariff-rate quotas.

For more information, see the AAFC news release at http://www.agr.ca/cb/news; as well as, CITT 
reports can be obtained at http://www.citt.gc.ca/refer/Reports.

[ Top of Page ]

5. BABY FOOD FIGHT

The CITT announced on July 3, 1998, that it would conduct a public interest investigation into the 
anti-dumping duties established for imported baby food, effectively imposing a 148% levy on 
Gerber’s products entering Canada. A week-long hearing was held in Ottawa on September 14, 
1998.

At the hearing, Toronto-based Heinz argued that competition from Gerber, based in Fremont, 
Michigan, without the imposition of duties would drive Heinz out of business. Gerber’s counsel 
countered that the duties are already creating a monopoly situation in Canada in Heinz’ favour. 
Many witnesses testified that a monopoly situation would lead to higher prices and place infants 
of low income families at risk. The federal Competition Bureau, an arm of Industry Canada, also 
expressed concerns over the level of duties imposed.

The CITT ruled in April that Gerber was dumping jars of baby food in Canada, causing material 
economic harm to Heinz. Accordingly, a duty was imposed on Gerber imports. The CITT decision 
had the unintended effect, however, of driving Gerber out of the Canadian market, leaving Heinz, 
already boasting 80% of the market share, as the sole player. Public outcry prompted the CITT to 
conduct a further investigation.

If, at the conclusion of the public interest investigation, the CITT is of the view that levying the full 
amount of the anti-dumping duties is not in the "public interest", it can recommend to the Minister 
of Finance that the amount of the duties be reduced or eliminated. If the tribunal rules in favour of 
Heinz, Gerber is expected to appeal under NAFTA.

In a related development, Gerber abandoned an appeal of the duties before a NAFTA dispute 
settlement panel. Gerber filed withdrawal documents with the NAFTA Secretariat in Ottawa on 
November 10th, leaving the Competition Bureau (which joined in the appeal) in the awkward 
position of being the lone defender of the interests of a foreign company against Canadian-based 
Heinz. The Competition Bureau plans to go ahead with the appeal to advance healthy competition 
in the baby food industry. Heinz is criticizing the Bureau’s standing to continue, given that it is a 
Canadian government body.

For more information, visit the CITT website at http://www.citt.gc.ca/dumping/Interest/Notices.

[ Top of Page ]
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6. CANADA/U.S. GRAIN SUMMIT

Farm and industry leaders, railway and government representatives from Canada and the U.S. 
met in Banff, Alberta, in September to discuss international trade and transportation issues of 
common concern. Participants broke into workshops to discuss global trade, continental trade, 
regulatory, transportation and infrastructure issues, and to draft a package of resolutions 
endorsed at the Summit.

Global trade resolutions include the elimination of export subsidies, movement towards less 
distorting "green box" programs, and liberalizing state trading enterprises. Mutual recognition of 
pesticide standards, elimination of tariff and non-tariff barriers, and the formation of a U.S.-
Canada Grain Advisory Committee were resolutions adopted to improve continental trade. Non-
discriminatory, continental access to grain handling and transportation infrastructure was also 
proposed.

The Western Canadian Wheat Growers Association and the National Barley Growers Association 
(U.S.) were nominated to bring the Summit resolutions to the attention of policy-makers in Ottawa 
and Washington respectively.
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MULTILATERAL TRADE ISSUES

7. CLINTON OFF THE FAST-TRACK

On September 25, the U.S. House defeated, by a vote of 180 to 243, a bill that would have 
extended authority to President Clinton to negotiate trade agreements. The defeat of the bill was 
not unexpected. For months the Clinton Administration sought to postpone a fast-track vote until 
the 1999 session of Congress, after the November elections. House Republican leaders allowed 
the vote to proceed nonetheless, even though the bill was headed for defeat by a large margin.

After the House vote, U.S. Trade Representative Charlene Barshefsky issued a statement 
asserting that the administration was nevertheless committed to pursuing trade initiatives with the 
EU, in the FTAA and APEC fora, and in the WTO. "[Advancement on these fronts] would serve as 
an important foundation from which to build bipartisan support for enactment of fast-track 
legislation early next year", Barshefsky said. Barshefsky is also on record as stating that fast-track 
authority is necessary to enable progress on dismantling state trading agencies like the Canadian 
Wheat Board, as well as scrapping Canadian and European barriers to dairy imports.

Under fast-track, Congress cedes some of its constitutional powers by restricting itself to voting 
on outright acceptance or rejection of a negotiated trade agreement package, within certain 
timelimits and without amendments. Trading partners are reticent to undertake negotiations with 
the U.S. unless the President has fast-track authority, which expired in 1994.
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U.S. Commerce Secretary William Daley speculated that the failure to pass fast-track legislation 
last month, combined with an anticipated increase in imports next year, is likely to weaken 
support for a renewed initiative in 1999, despite the fact that the November elections placed more 
Democrats in Congress. Daley added that the Administration will need to narrow the scope of a 
fast-track proposal next year, and to do a better job of specifying to legislators its purpose and 
why it is necessary.
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8. WTO PANEL HEARS DAIRY CASE

Both the U.S. and New Zealand are challenging Canada’s special class milk pricing system, 
claiming it constitutes an export subsidy under the WTO Agreement on Agriculture. Japan and 
Australia are third parties to the dispute. The U.S. also alleges that Canada unfairly limits its 
imports of milk under its tariff rate quota (TRQ) to that brought into Canada by cross-border 
travelers; bulk imports are not permitted.

A WTO Panel heard opening arguments on October 19/20 in Geneva. Canada’s defence focused 
on the fact that the current system is not government administered, but rather producer driven 
through provincial boards, and that the dairy industry’s activity in the export market is consistent 
with profit-maximizing behaviour, as practiced by any normal commercial enterprise. On the 
domestic access issue, Canada maintained that the TRQ administration is consistent with all 
aspects of the WTO agreement and that the U.S. agreed to this administration when it signed off 
at the end of the Uruguay Round.

A federal team of legal staff and trade officials was aided in Geneva by dairy industry and 
provincial representatives, both in terms of participating in the preparatory working groups and 
attending the hearings per se. Ontario sent officials from OMAFRA and MEDTT to advance the 
interests of provincial stakeholders.

A second hearing for rebuttal arguments is scheduled for November 17/18. The Panel’s 
confidential initial report is expected to be released on January 27th, 1999, to be followed by a 
final public report on March 10, 1999. It is anticipated that the losing party will appeal the Panel’s 
decision, adding several more months to the process before final determination.
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9. WTO APPELLATE BODY RULES IN FAVOUR OF CANADIAN SALMON

The WTO Appellate Body released a report on October 20th, confirming an earlier Panel ruling 
(released on June 12, 1998) that found that Australia’s ban on the import of certain types of 
salmon from Canada is not consistent with its WTO obligations. "This is very good news for our 
salmon industry on both coasts," Fisheries and Oceans Minister David Anderson said. "We look 
forward to the reopening of the Australian market for both wild and cultured salmon from Canada, 
which has been closed [since 1975]."
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Specifically, the Appellate Body found that the sanitary and phytosanitary (SPS) measure at issue 
was the import prohibition on fresh, chilled and frozen salmon, rather than Australia’s heat-
treatment requirement (contrary to Canada’s position and the original Panel ruling). Further, the 
ruling stated Australia failed to satisfy its obligations by maintaining an import prohibition on ocean-
caught Pacific salmon without a proper risk assessment, thereby acting inconsistently with 
respect to Article 5.1 and, by implication, Article 2.2 of the SPS Measures Agreement. Further, the 
Appellate report concurred with the previous Panel finding that by arbitrarily or unjustifiably 
distinguishing between levels of sanitary protection for salmon and other fish imports (shown to 
carry the same targeted diseases), Australia engaged in discrimination or a disguised restriction 
on trade contrary to Articles 5.5 and 2.3 of the SPS Measures Agreement.

After the WTO Dispute Settlement Body adopts the Appellate Body report, Australia has 30 days 
within which to notify the parties as to its plans for compliance. Canada initiated the Panel dispute 
resolution process by formal request on March 7, 1997.

For more information, see the AAFC news release at http://www.agr.ca/cb/news.
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10. CAIRNS GROUP PREPARES FOR WTO NEGOTIATIONS

CAIRNS Group officials met September 21 to discuss preparations and approach for the next 
round of WTO trade negotiations. Members supported broadening the scope of negotiations 
beyond agriculture and services to provide a balance for countries such as Japan and Korea. 
Officials also endorsed a timetable for completion of the negotiation process: from 2000-2002 for 
actual negotiations; in 2003, implementation of enabling legislation; and in 2004, agreements to 
take force.

A subsequent preparatory meeting is tentatively set to take place in Argentina in 1999.
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11. WTO HOLDS GENERAL COUNCIL MEETING

The Special Session of the WTO General Council, held September 24-25, revealed a number of 
differences between Members as to the timing and scope of the of the next round of trade talks. 
The EU and Japan were the most ardent supporters of comprehensive negotiations, an approach 
that would allow agriculturally-dependent Members to make trade-offs for any proposed 
concessions. The U.S. and Canada reported ongoing preparations for the upcoming negotiations 
internally, and indicated a desire to structure the negotiations so that some groups of issues could 
be resolved earlier than others.

The U.S. and EU also pressed for limiting the duration of the next round of negotiations. In stark 
contrast, India, representing the views of developing nations, suggested that the focus should be 
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on implementation of existing agreements and assessing the impact of reductions before 
undertaking any new commitments. India cited as one example of an implementation issue, the 
observation that the SPS Measures and Technical Barriers to Trade (TBT) agreements result in 
the imposition of standards by developed countries that are beyond the competence of 
developing countries.

The WTO will continue with informal preparatory meetings of the General Council, all leading up 
to a Ministerial Conference in the U.S. from November 30 to December 3, 1999, to launch the 
next round of negotiations.
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12. VANCLIEF ANNOUNCES PREPARATIONS FOR NEGOTIATIONS

In his October 22nd presentation before the Standing Committee on Agriculture’s "Take Note" 
hearings, AAFC Minister Lyle Vanclief encouraged agriculture and agri-food industry groups to 
take the opportunity to provide their input towards developing Canada’s priorities going into the 
upcoming round of multilateral trade negotiations. Minister Vanclief was the first speaker to 
address the committee, with hearings scheduled to last several weeks to accommodate 
presentations from over 30 industry organizations.

"These hearings are an excellent opportunity for all segments of the industry to address the 
important issues of the next WTO negotiations", said Minister Vanclief. "I am confident the 
bilateral meetings I will hold with key industry representatives, together with industry submissions 
to the Standing Committee and the industry/federal/provincial conference next April, will help to 
cement a strong, credible and cohesive position which the Government of Canada can take into 
next year’s WTO talks."

Preparations for the upcoming negotiations are gaining momentum. The AFFC Minister will be 
meeting with industry stakeholders over the next year, as well as meeting with those 
representatives attending and participating at provincial government/industry conferences leading 
up to the launch of negotiations. One such conference was hosted by Quebec in early November; 
the Alberta Agri-Industry Trade Group hosted a subsequent conference on November 12/13th.

For more information, see the AAFC news release at http://www.agr.ca/cb/news, or visit the AFFC 
International Trade Policy website at http://www.agr.ca/itpd-dpci/.
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13. UPCOMING EVENTS

LATE DEC. Bilateral Federal Agriculture Ministers’ Conference to address current agriculture 
trade irritants in Canada-U.S. relations.

JAN. 15 OMAFRA Trade Seminar: Biotechnology as an Agricultural Trade Issue (Guelph).
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JAN. 25 CITT public hearing of Butteroil/Sugar Blends Reference.
JAN. 29 OMAFRA Trade Seminar: The European Union Perspective on Agricultural Trade 

Liberalization in the WTO (Guelph)
FEB. 12 OMAFRA Trade Seminar: WTO Dispute Settlement: Is the New Rules-Based 

Approach Working (Guelph)
MAR. 10 WTO Panel report on Canadian dairy practices to be released.
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Agri-food Trade Update is written by the Trade Policy and Intergovernmental Relations Unit of 
OMAFRA. Please direct any inquiries or comments to Laurinda Lang, by telephone at (519) 826-
3242, by mail to 1 Stone Road West, Guelph, Ontario N1G 4Y2, or by e-mail to 
llang@omafra.gov.on.ca
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