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Agri-food Trade Update

Agri-Food Trade Update is written by Sid Friesen and Bobby Seeber of the Policy and Farm Finance Division of the
Ontario Ministry of Agriculture, Food and Rural Affairs. Please direct any inquiries or comments to Sid Friesen, by
telephone at (519) 826-3234, by mail at 1 Stone Rd. W., Guelph, Ontario N1G 4Y2 or by e-mail to
sid.friesen@omafra.gov.on.ca.

MULTILATERAL DEVELOPMENTS
WTO Agriculture Committee moves into "Stock Taking" Phase

It's been a busy year in the WTO Committee on Agriculture. WTO Director-General Mike Moore recently noted that
the agriculture negotiations had been going well, basing this assessment on the fact that over the past year more
than two-thirds of the WTO's 140 member countries had tabled formal negotiating proposals. For the most recent
"special session" of the Committee on February 5 — 7, negotiating proposals were submitted by Egypt, Turkey,
Morocco, Poland, India, Norway, Mali, Korea, Mauritius, Swaziland, Switzerland, Canada, Japan, the European
Union (EU) and Argentina. In addition, there were joint proposals from Mercosur, the Caricom, a group of "small
island developing states" and the Cairns Group. This article highlights a number of the features contained in these
various proposals.

One of the comprehensive negotiating proposals came from the European Union (EU). In that proposal, the EU
promotes multifunctionality and the precautionary principle, issues with which it has become synonymous.
However, this proposal also goes beyond that, in several areas prescribing solutions more detailed than the EU
has done previously. On market access, the EU is proposing that the same type of formula be used as was used in
the Uruguay Round. In other words, WTO members would agree to an overall average reduction of bound tariffs,
along with a minimum reduction per tariff line.

The EU’s willingness to negotiate reductions in export subsidies is repeated, along with the condition that
disciplines on export credits, food aid and the operation of state-trading enterprises must be part of the package.
Another idea the EU continues to promote is that there should be clear rules protecting geographical indications or
designations of origin. Among some of its other priorities, the EU also wants to ensure that compensation it
provides to its farmers to meet stringent animal welfare standards is not subject to reduction commitments.

The proposal put forward by Switzerland is elaborate and largely mirrors the EU proposal. Of note, Switzerland
thinks there should be no restrictions on the types of tariff rate quota allocation methods used by WTO members,
as long as the access is "guaranteed”. In contrast to Canada (see below), the Swiss are opposed to any cap on
green box support.

The Korean and Japanese proposals both express the view that the agriculture negotiations should be concluded
as part of a broader negotiating package in the WTO. Regarding access, the Korean and Norwegian proposals
both call for only limited tariff reductions, whereas the Japanese proposal is not specific on issues with respect to
market access, domestic support or export subsidies. The Japanese provide a fairly in-depth analysis of how they
see concerns related to multifunctionality and food security fitting into these negotiations. The concept of
multifunctionality is also supported by Korea (among others), while Poland, Norway and Korea are some of the
countries that have specifically asked for the blue box to be retained.

With regard to domestic support, an interesting feature found in Norway’s January 16th proposal is the idea that
Aggregate Measure of Support (AMS or amber) reduction commitments should be divided into two categories.
Reduction commitments would be less stringent on that category of AMS support targeted to agricultural production
for the domestic market. More stringent reductions would apply with respect to AMS support for export-oriented
production. This idea runs counter by the view held by some WTO members (such as the United States) that the
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number of categories of support should be reduced, in part for the purpose of easing the administrative burden.

The Japanese, as the largest net-food importing country in the world, are also highly mindful of the potential impact
of more liberalized trade on efforts of individual countries to achieve greater food self-sufficiency. In this regard,
Japan expresses the view that the contribution that importing state-trading enterprises (STEs) make towards
stabilizing the domestic food supply, should be kept in mind. They do, however, support increased disciplines on
the activities of exporting STEs. The Japanese also note that their proposal was developed through widespread
consultations with all segments of their society, including through the use of official opinion polls.

The proposal put forward by India is symbolic of the very active (relative to the Uruguay Round) participation of
developing country members in the negotiations over the past year. Many of the developing country proposals
carry forward the idea that the Uruguay Round result has not benefited their trade performance to the degree that
had been anticipated. The Indian proposal notes that rural economic development and food security are domestic
policy priorities for many developing countries. And yet, many of the types of polices that can contribute to these
objectives are not included in the current green box category. As an example, it is India’s view that input subsidies
intended to assist in the general development of agriculture in developing countries, should not be subject to any
reduction commitments in the WTO

The most recent proposal by Canada promotes two distinct features that go beyond the domestic support paper put
forward by the Cairns Group (of which Canada is a member) in September. Canada continues to promote the view
that there should be a cap on all forms of support (whether green or amber) and that green programs should
permanently be free from countervail challenges.

Because of the need to have full discussion on these and other negotiating proposals, the WTO Committee on
Agriculture has extended the number of days it will meet later this month. It will meet on March 22 and 23 for
another "special session" to discuss proposals it did not get to at the February meeting. The "stock-taking" meeting
will take place on March 26 — 28 and the Committee will have its "regular" meeting on March 29 and 30. The stock-
taking meeting should provide a clearer indication as to how far and how fast the agriculture negotiations can go
from here. While Director-General Mike Moore recently expressed optimism with the state of the agriculture
negotiations, he also surmised that an "optimal outcome" would only be achieved if these discussions become part
of a broader negotiating agenda at some point (also see article on 4th WTO ministerial).

On February 9t the World Trade Organization (WTO) announced its new slate of committee chairpersons for the
following year. In the Committee on Agriculture, the chair has been assumed by Mr. Apiradi Tantraporn, the Thai
Ambassador. The Vice-Chair is Mr. Yoichi Suzuki from Japan.

[See the WTO website for copies of all of the negotiating proposals submitted so far.]

[ Top Of Page ]

Qatar to host next WTO Ministerial

The General Council of the World Trade Organization (WTO) has agreed to hold its fourth ministerial meeting on
November 9-13, 2001, in Doho, Qatar.

One of the key issues still to be decided is whether this ministerial represents the appropriate occasion for another
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attempt at launching a new round of multilateral negotiations. WTO Director General Mike Moore has suggested
that member states must reach an agreement on the appropriate agenda by July 2001, so that work can begin on
drafting a ministerial declaration after the summer break. If there is insufficient support for a round, the alternative
would be to opt for a less ambitious negotiating agenda, or to merely hold the ministerial as a regular part of the
WTO process.

Canada set to host Summit of the Americas in Quebec City

Canada is set to host the Summit of the Americas in Quebec City from April 20 —22. This, the third Summit of the
Americas (the first two were held in Miami in 1994 and in Santiago in 1998) will see the 34 heads of government
from the hemisphere gather to discuss issues related to the three themes for the conference: strengthening
democracy, creating prosperity and realizing human potential.

The heads of delegation will also get a chance to review progress towards completion of the Free Trade Area of
the Americas (FTAA). These trade negotiations were launched with the Trade Ministerial held in San Jose, Costa
Rica in 1994. The chairmanship of the nine different negotiating groups has been rotating every 18 months, with
the agriculture negotiating group currently being chaired by Brazil. The 1994 declaration called for the negotiations
to be completed by 2005; some governments are now voicing the view that negotiations can be completed ahead
of schedule. Completion of the FTAA negotiations appears to be one of the early trade policy priorities of the Bush
Administration in the United States.

[See USTR website for summaries of U.S.neqgotiating positions for the FTAA.]

[ Top Of Page ]
WTO Compliance Challenge on Dairy Export Measures

On March 1, 2001, the WTQO'’s Dispute Settlement Body agreed to convene an Article 21.5 panel to assess whether
Canada has sufficiently responded to the Appellate Body ruling issued in October 1999. U.S. and New Zealand
trade representatives have taken the position that the various provincial dairy export mechanisms established
during the implementation period, are unsatisfactory. They argue that as long as a regulated domestic price for milk
exists in Canada and this price exceeds the export price, Canada cannot export dairy products free of
subsidization. The complainants steadfastly maintain that Canadian dairy exports continue to enter the world
market at an unfair advantage. The implementation period expired January 31, 2001.

The compliance process, which includes a series of hearings (including a right to appeal) before the WTO in
Geneva, Switzerland, could take to September 2001 before finally being resolved. The first step is to assemble a
panel, whose membership usually consists of the panelists who heard the case originally. Dr. Tommy Koh,
chairperson on the original panel, has already indicated a conflict. The issue of panel membership may take
several weeks to sort out.

The U.S. and New Zealand have claimed a combined total of C$108 million in trade damage sustained as a result
of Canada’s alleged continuing non-compliance, and have released a preliminary retaliation list. The preliminary list
is very general, which allows for a wide range of agricultural goods to be targeted for retaliatory duties should that
eventuality ever be realized. By mutual agreement, the retaliation process has been stayed until a final
determination is made on the issue of compliance. Before implementing any retaliatory measures, the U.S. and
New Zealand would first need to be granted authority to do so by the WTO.
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OMAFRA officials continue to work closely with federal officials and industry representatives in the development of
Canada’s defense strategy.

[See February 16 news release by USTR.]

[See Government of New Zealand February 18 news release.]

[See February 16 news release by AAFC.]

[ Top Of Page ]

Canada Challenges certain U.S. AD/CVD procedures

Canada has requested WTO consultations with the United States with respect to Section 129(c)(1) of that country’s
Uruguay Round Agreements Act. Canada is troubled by the way this legislation works when the WTO rules that
anti-dumping duties or countervail duties imposed by the U.S. Department of Commerce, in a particular situation,
are illegal. Under current U.S. legislation, the Department of Commerce does not refund duties collected prior to
the point at which an adverse WTO ruling puts a stop to the investigation.

Canada requested the consultation on January 17. Challenging this aspect of U.S. anti-dumping and countervail
procedure is expected to benefit Canada if, and when, the Canadian softwood industry is hit by another trade
challenge. The Softwood Lumber Agreement (SLA) which currently regulates the shipment of Canadian lumber to
the U.S., is set to expire next month after having been in existence for five years.

[See January 17 press release by the Government of Canada.]

[ Top Of Page ]

CANADA - U.S. ISSUES
Provinces-States Advisory Group Meets in Washington

For the second year in a row, the Provinces-States Advisory Group (P-SAG) met in Washington, D.C. in February.
The February 23rd meeting was co-chaired by Minister Robichaud from New Brunswick and Director Takasugi from
Idaho. Four provincial ministers of agriculture attended this meeting (including Minister Robichaud) along with
officials from four other provinces (including Ontario). Thirteen northern-tier U.S. states were represented.

State and provincial governments used the meeting to address a variety of issues involving state/provincial and/or
federal regulations. Examples of the types of issues addressed included western provincial governments
challenging North Dakota state legislation that is expected to be unfriendly to trade and U.S. state governments
pressing the U.S. Environmental Protection Agency and the Canadian Pest Management Review Agency to speed
up the process of pesticide standard harmonization. Federal officials from the trade and agriculture departments of
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the two countries also participated in the meeting and provided an update on the status of a number of bi-lateral
trade irritants.

The P-SAG was formed in 1998 with the support of Canadian Minister of Agriculture and Agri-Food, Lyle Vanclief,
and the former U.S. Secretary of Agriculture, Dan Glickman. It was felt that provinces and states could play a

useful role in helping to defuse or prevent trade disputes between Canada and the United States, in the area of agri-
food. The P-SAG functions as a forum within which state and provincial officials discuss various federal or
provincial/state level issues that are of concern to various participants. The P-SAG may also make
recommendations to the federal-level Canada-U.S. Consultative Committee on Agriculture (CCA) on trade matters
that involve issues under federal jurisdiction. The CCA includes senior-level officials from the federal trade and
agriculture departments of the two countries.

In its 2001 Trade Policy Agenda and 2000 Annual Report, the Office of the United States Trade Representative
(USTR) highlighted work being done in the P-SAG. The report also credited developments under the1998 Canada-
U.S. Record of Understanding on Agricultural Matters with providing improved access to Canada for grains and
feeder cattle. USTR released its 2001 Trade Policy Agenda on March 6th,

[See P-SAG communique on NASDA website.]

[ Top Of Page ]

Potato Wart Erupts into Major Trade Dispute

On January 17, 2001, the Canadian federal government held consultations with the United States regarding that
country’s restrictions on imports of potatoes from Prince Edward Island (PEI). The restrictions had been put in
place on October 31, 2000 in response to the confirmed incidence of potato wart in one field on PEI. At the
consultations, the federal government expressed the view that the import restrictions have no scientific justification
and are a violation of the NAFTA.

Officially, the response from the American side has been that their measures are scientifically-driven. This view is
definitely not shared by the Canadian government and industry officials who are involved in this dispute. Their view
is that the U.S. reaction has been largely driven by political interests responding to protectionist pressure from the
U.S. potato industry. At the January 17 consultation, U.S. government representatives requested more time for the
New Administration to familiarize itself with the issues and for United States Department of Agriculture (USDA)
officials to consult international experts who are knowledgeable about potato wart.

Potato wart disease had initially been found in a field on PEI on October 24, 2000. The Canadian Food Inspection
Agency (CFIA) responded immediately by putting controls in place to prevent the spread of the disease. This was
followed by extensive technical discussions with U.S. officials and a letter from the USDA on December 13, 2000,
assuring that the border would be re-opened to movement of PEI potatoes. However, in a December 29, 2000
letter, the USDA reneged on the earlier agreement, putting in place much more restrictive conditions for the
importation of potatoes. The government of PEI, the Canadian federal government and the Canadian potato
industry are of the view that these new restrictions are completely unacceptable.

It is uncertain whether Canada will continue to pursue this matter under formal NAFTA dispute settlement.
However, it was raised by Minister Vanclief in his first in-person meeting with U.S. Secretary of Agriculture, Ann
Veneman, on March 9t. Further, there is a commitment to have technical experts from the two countries meet in
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Washington on March 16 to try to make further progress towards its resolution.

According to the CFIA, potato wart fungus is not a human pathogen and it poses no threat to human health. Itis a
disease of quarantine significance as it is caused by a soil-borne fungus that can remain dormant in the ground for
as long as 40 years or more. Potatoes infected with the fungus are unmarketable and have a reduced yield.
However, they are safe to eat.

[DFAIT press release announcing consultations with the U.S.]

[ Top Of Page ]

CITT AD/CVD Investigation of U.S. Corn Imports

The Canadian International Trade Tribunal (CITT), pursuant to a petition by Manitoba corn producers, conducted
an inquiry to determine whether the dumping and subsidization of grain corn from the U.S., has caused injury to
western Canadian corn producers. The CITT inquiry follows a determination by Canada Customs and Revenue
Agency (CCRA) on February 5, 2001, that U.S. grain corn imported into Canada for use or consumption west of the
Manitoba-Ontario border is being dumped and subsidized.

In its finding issued on March 7, 2001, the CITT ruled that the dumping and subsidizing of U.S. corn imports has
not caused injury, nor are those products threatening to cause injury to the domestic producers located west of the
Manitoba-Ontario border. The CITT will issue its reasons for the finding within fifteen days.

This, then, concludes the investigation. Provisional duties imposed by the CCRA of $1.58 per bushel in November
2001 (nearly doubling the price of U.S. corn entering western Canada) will be lifted.

[See March 7 finding by the CITT.]

[ Top Of Page ]

U.S. Growers Seek Dumping Investigation Against Canadian Tomato Imports

Florida and California tomato growers are contemplating joining in a petition with the U.S. greenhouse industry to
investigate Canadian tomato imports. U.S producers claim that Canadian product has been sold in the U.S. at
prices consistently below the cost of production.

Ontario ships 65% of its greenhouse tomatoes south of the border. British Columbia is even more reliant on access
to the U.S. market. There has been significant growth in greenhouse vegetable sales in recent years, especially for
tomatoes. Greenhouse tomatoes have captured about 20% of the North American fresh tomato market, up
significantly from the 3% market share held six years ago.

Any petition filed with the U.S. Department of Commerce would be assessed for merit and standing of the
petitioners before initiating a dumping investigation.
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USDA Moves to Discontinue Grading of Imported Carcasses

In July 2000, the United States Department of Agriculture (USDA) announced that it would issue a proposed rule to
restrict USDA grading of imported beef, lamb, veal and calf products (Agri-Food Trade Update, Summer 2000).
The USDA confirmed on January 19, 2001 that such a proposed rule will be published. Upon appearing in a future
issue of the Federal Register, a 90-day comment period will be held, after which the rule is expected to be
implemented.

When the announcement was initially made last summer it was opposed by the Canadian Cattlemen’s Association,
which noted that the Canadian Food Inspection Agency (CFIA) is moving in the opposite direction. The CFIA
passed regulations last summer that would allow the application of Canadian grade standards to imported
carcasses. The discontinuation of the USDA grading of imported carcasses is supported by the National
Cattlemen’s Beef Association, the American Sheep Industry Association and United States Senators Tom Daschle
and Tim Johnson, among others.

[ Top Of Page ]

Canada eases Plum Pox Import Restrictions

Last summer the Canadian Food Inspection Agency (CFIA) discovered plum pox in an orchard outside Niagara-on-
the-Lake, Ontario. This same strain of plum pox had first been detected in Prunus trees (peach, plum, nectarine,
apricot etc.) in Pennsylvania in October 1999. Subsequently, the CFIA suspended the importation of Prunus plant
material from the U.S.

On January 8, 2001, the CFIA announced a change to its import requirements for Prunus nursery stock form the
U.S. While fairly stringent import requirements are still in effect, import permits can now be issued for stone fruit
nursery stock imported from Michigan, Minnesota and seven other states. These are states that have approved
virus certification programs in effect. Michigan Director of Agriculture, Dan Wyant, recently noted that Michigan
nursery growers ship approximately 75,000 stone fruit trees, valued at US $450,000, into Canada each year.

[See CFIA website for January 8 announcement.]

[See February 15 news release by Michigan Department of Agriculture.]

[ Top Of Page ]
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Cross-Border Relations on Maple Syrup Get Sticky

Quebec and Vermont have been engaged in a dispute over the alleged use by Quebec producers of a banned
pesticide, paraformaldehyde. The pesticide had been used in the past to extend the maple syrup tapping season,
but has been banned since 1990 over concerns for the long-term effects on maple trees. Paraformaldehyde has no
known ill effect on people.

In January 2001, Vermont Agriculture Commissioner Leon Graves threatened trade action against Quebec maple

syrup because of a strong suggestion that Quebec producers continue to use the banned pesticide. While there is
no suggestion of paraformaldehyde use in Ontario, the issue carries significant potential consequences for Ontario
producers. Quebec already faces a supply glut (more than 8 million kilograms stockpiled last year), and it is feared
that a closed U.S. border to Quebec maple syrup would trigger a sharp decline in market prices in Canada.

[ Top Of Page ]

MISCELLANEOUS
Veneman, Zoellick assume Agriculture, Trade Posts in Bush Administration

When the dust finally cleared from November’s U.S. Presidential elections, the focus shifted to the people
President Bush would appoint to his Cabinet. As far as agricultural trade matters are concerned, the two key
appointments were Ann Veneman, as Secretary of Agriculture and Robert Zoellick, as United States Trade
Representative. Ms. Veneman and Mr. Zoellick had both served in the previous Bush Administration in more junior
positions. Ms. Veneman previously held the post of Deputy U.S. Secretary of Agriculture and then also went on to
serve as California’s Secretary of Food and Agriculture in the mid 1990’s. She is highly-respected for her
agricultural policy expertise; both Veneman and Zoellick easily passed through the United States Senate
confirmation process.

When Secretary Veneman made her first major speech since being appointed to her position, she outlined some of
the priorities the Bush Administration has set for itself in agriculture. These priorities include pursuing an
aggressive trade policy (including fast track for the President, a new trade round in the WTO and completion of the
FTAA) and a strong safety net for farmers (that moves towards a more market-based economy). Further, the
Administration wants to promote research and development to find new solutions for issues related to food safety,
the environment, biotechnology and energy and implement pro-agricultural tax policies and "common sense"
regulations.

Canada also had a federal election in November, with Ministers Vanclief and Pettigrew ultimately returning to their
portfolios of agriculture and international trade, respectively. In his first in-person meeting with Secretary Veneman
on March 9th, Minister Vanclief raised the issue of U.S. restrictions on PEI potatoes (see separate article). Minister
Vanclief also indicated that Canada would be working hard in the WTO agriculture negotiations to eliminate export
subsidies and substantially reduce trade-distorting domestic support.

The list of bi-lateral trade files in agriculture, and generally, is obviously extensive. It is, however, too early to tell
how the bilateral trade relationship will evolve under the two new governments.

[See AAFC news release on first meeting between Minister Vanclief and Secretary Veneman.]
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Canadian Icewine Gets Access to EU Market

After several years of negotiations between Canadian and European officials, Canada announced an agreement to
allow icewines to be sold in the European Union. It is expected that the European Commission will adopt the
necessary legislative changes necessary to allow market access in Spring 2001.

Currently Canadian icewines are banned on the grounds that the high sugar content of the Canadian product does
not meet EU oenological standards. In summer 2000, Canadian, German and Austrian officials entered into an
international icewine agreement, which recognized Ontario regulation of quality wine standards through its Vintners
Quiality Alliance (VQA) Act. Allowing access for Canadian icewine is viewed as an important step forward in the
ongoing discussions between Canada and the EU over reducing trade barriers to wines and spirits.

Ontario produces about 150,000 cases of icewine per year, which are currently sold in Canada, the United States
and Asia.

[See March 1 press release from Ministers Vanclief and Pettigrew.]

[ Top Of Page ]

Canada lifts 3-Week Suspension on Brazilian Beef

Citing findings from a tri-partite scientific team, the Canadian Food Inspection Agency (CFIA) announced on
February 23 that it was lifting its temporary suspension of imports of Brazilian animal products. The products that
had been affected included canned corned beef and liquid beef extract. The U.S. Department of Agriculture lifted
its "temporary hold" on imports of processed Brazilian beef the same day.

The suspension had been put in place earlier in the month in response to uncertainty with Brazilian practices
pertaining to bovine spongiform encephalopathy (BSE). The uncertainty had been driven in part by the fact that the
Food and Agriculture Organization of the UN had issued a report on January 25, indicating that there is significant
potential that BSE may have already moved beyond the borders of Europe. Subsequent to this report, Brazilian
officials had indicated that their country had imported live animals from European countries as recently as 1999.

The suspension was lifted after Canadian, U.S. and Mexican animal health officials conducted an on-site
investigation in Brazil, beginning on the 12t Upon reviewing the data in Brazil, officials from the three countries
agreed that the suspension should be lifted (U.S. and Mexican federal authorities had followed Canada in putting in
place a ban on Brazilian beef products). Officials from the three countries also agreed on specific conditions that
had to be met for Brazilian beef products to be imported into North America.

Canada’s lead in applying the suspension led to a considerable display of anti-Canadian sentiment in Brazil. It s not
known what the long-term impact of this trade disruption will be on Canada-Brazil bilateral relations.

[See CFIA website for more background information.]
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Four Central American Countries Latest Additions to Canadian Trade Negotiating Agenda

After having launched initiatives over the past months with respect to free trade negotiations with Singapore and
Costa Rica, the Canadian federal government has now added four more countries to the list. On January 9, the
federal government announced it would seek the views of Canadians with respect to potential free trade
agreements with El Salvador, Guatemala, Honduras and Nicaragua. In 1999, Canada exported goods worth $212
million to these four countries and imported goods worth $251 million. Forty-nine percent of the Canadian exports
were agri-food products (dominated by grain products), while 61 percent of the imports were agri-food products
(primarily bananas, sugar and coffee).

Federal government officials indicate that the negotiations with Costa Rica are proceeding towards completion.
After their launch in July 2000, and five subsequent rounds of negotiations, Canadian federal officials are optimistic
the Canada — Costa Rica agreement will be signed when the Summit of the Americas takes place in Quebec City in
late April.

[See Government of Canada January 9 press release.]

[ Top Of Page ]

CITT Dumping Investigation of Asian Garlic

In December 2000, the Canadian International Trade Tribunal (CITT) issued a preliminary injury report in its
investigation of garlic imports from China and Vietnam. Its report concludes that there is a reasonable indication
that Canadian growers have been harmed by Chinese and Vietnamese garlic imports. This follows a decision by
the Canada Customs and Revenue Agency to impose provisional dumping duties ranging between $1.48 and
$1.59 per kilogram for garlic emanating from the two countries. The provisional duties became effective January 2,
2001.

The latest decision moves the petitioners, the Garlic Growers of Ontario, closer to year-round protection from
dumped imports. In 1996, the industry received six month protection from dumped Chinese garlic, but initiated a
separate action to extend anti-dumping duties for the full year.

The CITT will now conduct a formal injury investigation, with a hearing scheduled on April 2, 2001. A final
determination is expected in May 2001. Should the CITT confirm its preliminary decision, the provisional duties
would become permanent, subject to review after five years time.

[ Top Of Page ]
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CFIA takes Precautions to keep out Foot and Mouth Disease
On February 21, the Canadian Food Inspection Agency (CFIA) suspended import permits for all live swine and

embryos and semen of cattle and swine from the United Kingdom (UK). On March 14, dairy products from the EU
and Argentina were added to the list of suspended imports.

These precautions were a reaction to the revelation of an outbreak of foot and mouth disease in the UK. Foot and
mouth disease is a highly-contagious and economically devastating disease; animals afflicted normally develop
blisters around the mouth and feet.

It is not known how long the import suspensions will be in effect. Canada has been free of foot and mouth disease
since 1952.

[See CFIA website for more background information on foot and mouth disease.]

[ Top Of Page ]

Appointments made to U.S., Canadian Trade Tribunals

One of a series of appointments made by President George W. Bush on February 12 was that of Thelma J. Askey
as a Commissioner of the United States International Trade Commission. Ms. Askey had previously served on the
Commission as an appointee of the Clinton Administration. Originally from Millington, Tennessee, she holds her BA
from Tennessee Technological University and has completed graduate work in international economics at
American University.

Meanwhile, Prime Minister Jean Chrétien appointed Ellen Fry as a Member of the Canadian International Trade
Tribunal, effective February 19. Ms. Fry, from Ottawa, Ontario, previously served as General Counsel at Justice
Canada, Client Driven Services Secretariat. She received her Honours BA from Carleton University, her LLB from
the University of Ottawa, and her Master in Business Administration from Queen’s University. Ms. Fry has also had
experience working in a private sector law practice. She has experience with trade, international and regulatory
issues and a wide range of legal processes.

[ Top Of Page ]

Upcoming Events and Activities
March 22 — 23 Sixth "Special Session" of the WTO Committee on Agriculture, Geneva
March 26 — 28 "Stock taking" meeting of the WTO Committee on Agriculture, Geneva

March 29 — 30 "Regular" meeting of the WTO Committee on Agriculture, Geneva
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April 6 - 7 FTAA Ministerial in Buenos Aires, Argentina
April 9 — 10 WTO "Taking Stock" seminar at the Holiday Inn Select (Toronto Airport). Seminar sponsored by

Canadian Federation of Agriculture and Ontario Federation of Agriculture. For more information, please contact
Susan Tonkin of the OFA at (416) 485-3333, ex. 252

April 20 — 22 Summit of the Americas, Quebec City

May 11 Trade policy seminar on "New Directions in U.S. Agriculture and Trade Policy", Conference Centre, 1
Stone Road West, Guelph. Sponsored by Agriculture and Agri-Food Canada and the Policy and Farm Finance
Division of OMAFRA. Click here for more details.

F.Y Get Acrobat’
Adabe Reader

June 7 — 8 Great Lakes Regional Forum on Agri-Food, Guelph

[ Top of Page ]
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15. Study for Ottawa Recommends Trade Liberalization With the EU
16. Upcoming Events

Agri-Food Trade Update is prepared by Sid Friesen, Bobby Seeber and Brendan McKay of the Policy and Farm
Finance Division of the Ontario Ministry of Agriculture, Food and Rural Affairs. Please direct any inquiries or
comments to Sid Friesen, by telephone at (519) 826-3234, by mail at 1 Stone Rd. W., Guelph, Ontario N1G 4Y2 or

by e-mail to sid.friesen@omafra.gov.on.ca.

MULTILATERAL DEVELOPMENTS
Status of WTO Agricultural Negotiations

The WTO agricultural negotiations are now in their second phase. The first phase began in early 2000 and ended
with a stock-taking meeting on March 26-27 of 2001. The first phase consisted of countries submitting proposals
containing their starting positions for the negotiations.

In the second phase, which began with meetings in Geneva in May, the discussions will cover topic areas (tariffs,
tariff quotas, export subsidies, etc), and include more technical details. The objective is to find a way to allow
members to develop specific proposals and ultimately reach a consensus agreement on changes to rules and
commitments in agriculture. Altogether, 125 member governments (85% of the 140 members) submitted 45
proposals and three technical documents.

The second phase meetings are largely "informal”, with a record of proceedings to be compiled in a summary
report drafted by the chairperson. The work programme decided at the March 2001 stock-taking meeting set a
timetable, with future meetings to take place in July, September and December 2001, and February and March
2002.

To assist the negotiations, the WTO Secretariat has so far produced 22 background papers at the request of
members.

Backgrounder on Agricultural Negotiations

Background Documents prepared by the Secretariat

WTO Negotiations on Agriculture update by the International Trade Policy Directorate, AAFC Website

[ Top Of Page ]

Preparations for Doha

The Fourth WTO Ministerial Conference will be held in Doha, Qatar, on 9-13 November 2001. The Ministerial
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Conference is the topmost decision-making forum of the WTO, meeting every two years. The Ministerial
Conference can take decisions on all matters under any of the WTO Agreements. Previous ministerial conferences
were held in Singapore (1996), Geneva (1998) and Seattle (1999). The Doha Ministerial presents an opportunity
for a post-Seattle attempt to launch a broad round of negotiations, but significant differences between developed
and developing country members must be overcome in advance.

The WTO has released a background paper on the preparatory process for the Doha Ministerial, as well as
accreditation protocol for NGOs planning to attend.

Backgrounder on preparations for Doha

NGO reqistration site

See the WTO website for copies of all of the neqgotiating proposals submitted so far

The FTAA Summit in Quebec

On April 20-22, 2001, 34 heads of State and Governments from the Americas (excluding Cuba) met in Quebec City
for the Third Summit of the Americas. This Summit culminated a three-year preparatory process that has included
the participation of member states, international organizations, financial institutions and civil society organizations.

At the Quebec City Summit, leaders addressed common hemispheric issues and challenges: improved access to
education, poverty alleviation, strengthening human rights and democracy and economic integration. Members
agreed upon a democracy clause that requires democratic government to continue for member states to participate
in the FTAA. This means that Cuba will continue to be denied access to this trade liberalization opportunity until it
elects a government democratically.

The Quebec City Summit of the Americas was the third of a series of Summits that have taken place since 1994.
The FTAA negotiations are scheduled to conclude in 2005. A copy of the draft text is now publically available.

Summit of the Americas Website

FTAA Draft Agreement

Quebec Declaration

See USTR website for summaries of U.S.neqotiating positions for the FTAA,
http://www.ustr.gov/regions/whemisphere/ftaa.shtml

[ Top Of Page ]
WTO Compliance Panel Rules Against New Provincial Dairy Export Measures

A WTO panel deliberated on whether the newly adopted provincial dairy export measures comply with previous
WTO rulings concerning export subsidization in a decision released July 11, 2001, the panel decided in favor of the
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complainants, the US and New Zealand.

The panel ruling implicates Canadian government measures taken to protect the integrity of the regulated domestic
market. The panel was not convinced that the significant steps taken by Canada to deregulate the export market
was sufficient to satisfy the compliance requirements.

The compliance panel has recommended that Canadian dairy exports, especially in cheese, be kept within its
export subsidy reduction commitments.

This is only the first stage of the compliance review process. The next step is for the Appellate Body to review the
panel's findings, which will be better positioned to address the issue of legal interpretation of the export subsidy
disciplines under the WTO agreement on Agriculture.

Agriculture and Agri-Food Minister Lyle Vanclief and International Trade Minister Pierre Pettigrew announced on
July 6, 2001, that Canada will appeal the ruling. The WTO Appellate body is expected to make a ruling in late 2001.

July 11th News Release by USTR

July 6th News Release by New Zealand

AAFC News Release

[ Top Of Page ]

Trade Barriers Remain After Uruguay Round, Says New Study

World trade has been liberalized considerably as a result of the Uruguay Round but significant trade barriers
remain - including in areas of interest to developing countries like textiles and agriculture, according to a new WTO
Secretariat study "Market Access: Unfinished Business." The new WTO Secretariat study profiles post-Uruguay
Round market access conditions in three areas - industrial tariffs, agriculture and services - the latter two of which
are already the subject of ongoing negotiations.

News Release

[ Top Of Page ]

The CA4 (Canada, Guatemala, El Salvador, Honduras and Nicaragua) Trade Negotiations Continue

Canada has been working towards the development of bilateral and multilateral free trade agreements with willing
countries in the Americas to accelerate the pace of market liberalization while awaiting the completion of
negotiations surrounding the hemispheric Free Trade Agreement of the Americas.
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Following the Canada-Central America Summit in September of 2000, officials from Canada, Guatemala, El
Salvador, Honduras and Nicaragua met in early December 2000 and again in February 2001 in Guatemala City.
The purpose of the meetings was to exchange preliminary views on the possible scope of the negotiations and to
develop a detailed understanding of each side's approach to issues likely to arise. Both sides looked forward to
entering into substantive negotiations once Canada had formulated its initial objectives, drawing on the domestic
consultation process.

In January 2001, the Canadian Government launched public consultations seeking the views of all interested
Canadians on the scope and priorities of these negotiations. These consultations concluded February 16, 2001.

In 1999, Canada exported goods worth $212 million to El Salvador, Guatemala, Honduras and Nicaragua and
imported goods worth about $251 million. There is significant potential for Canadian companies in several priority
export sectors, including telecommunications equipment, environmental equipment and services, foodstuffs,
automotive parts, and construction materials.

News Release

DFAIT Information on CA4

Industry Canada Information on Trade With Latin America

[ Top Of Page ]

CANADA - U.S. ISSUES
Canadian Government Argues that Wheat Trade Policies are Consistent with International Obligations.

A Government of Canada paper issued in June argues that fixing U.S.-trade distorting subsidies is the key to
leveling the playing field for farmers. The paper responds to the U.S. investigation into Canada's wheat trade.

The Government of Canada provided the paper to the U.S. government in advance of public hearings held as part
of the investigation process.

The current phase of the investigation - initiated by the United States Trade Representative and conducted by the
U.S. International Trade Commission - marks the ninth time in 11 years that the U.S. government has targeted
Canadian grain trading practices.

The American investigation stems from a petition filed by the North Dakota Wheat Commission with the United
States Trade Representative in September of last year. The U.S. Trade Representative has until October of this
year to wrap up the investigation.

For a copy of a summary of Canada's paper, please visit: http://www.agr.ca/cb/trade/commerce_e.phtml

[ Top Of Page ]
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Canada/US Tomato Trade Dispute Escalates

On May 10, 2001, the U.S. International Trade Commission (USITC) issued a decision to proceed with an
investigation of Canadian greenhouse tomato imports to the United States.

Florida and California greenhouse growers joined in a petition to investigate Canadian tomato imports on the
allegation that Canadian product has been dumped in the U.S. A dumping investigation concentrates on the
marketing practices of the industry to determine whether Canadian product has been sold in the U.S. below the
cost of production, or below the Canadian selling price.

U.S. greenhouse operators filed a petition with the USITC and the Department of Commerce (DoC) on March 28,
2001.

In defending against the U.S. allegations, the Ontario Greenhouse Vegetable Growers (OGVG) are collaborating
with their B.C. counterpart through the recently formed Canadian Tomato Trade Alliance (CTTA). On June 28,
2001 the CTTA filed its own anti-dumping complaint against the American industry. The Alliance is suggesting that
a duty be placed on U.S. tomatoes to establish a level playing field.

The CTTA complaint indicates that American tomatoes are being sold at dumping margins ranging from 30 to 50
percent. The Anti-dumping and Countervail Directorate of Canada Customs and Revenue Agency will decide on
whether to initiate an investigation by the end of July.

Canada's greenhouse industry for all fruits and vegtables accounts for $3 billion in economic activity yearly.

CTTA Website

[ Top Of Page ]

Reasons for CITT AD/CVD Investigation of U.S. Corn Imports Released

As mentioned in the March edition of the Agri-Food Trade Update, the CITT found that the dumping and
subsidizing of U.S. corn imports has not caused injury, nor are those products threatening to cause injury to the
domestic producers located west of the Manitoba-Ontario border. The CITT inquiry followed a determination by
Canada Customs and Revenue Agency (CCRA) on February 5, 2001, that U.S. grain corn imported into Canada
for use or consumption west of the Manitoba-Ontario border is being dumped and subsidized.

The CITT published the reasons for its decision on March 22. When examining regional claims, a higher threshold
for injury is applied. "Most or all" producers must be shown to be negatively impacted. The Tribunal decided that a
key component of production is for on-farm use (over 30%), which is not impacted. There was also a component of
commercial production which it decided was not impacted. Between the two, the threshold was not met, which
meant that even though U.S. corn imports were being dumped, not a large enough proportion of western producers
were being injured as a result.
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CITT Reasons for March 7 Finding

[ Top Of Page ]

MISCELLANEOUS

China and Vietnam Found to be Dumping Garlic

On May 2, 2001, the Canadian International Trade Tribunal issued its final determination regarding the issue of
whether garlic imports from China and Vietnam were causing injury to the domestic industry. The tribunal found
that the substantial volumes and very low prices of dumped garlic from China and Vietnam caused economic
distress to domestic growers in the form of price erosion, reduced profitability and reduced plantings.

This finding follows the Canada Customs and Revenue Agency determination in early April that imports are being
dumped. The combination of these two findings means that the preliminary duty of $1.59/kg applied in January
2001 to Chinese and Vietnamese garlic imports, will become permanent (subject to an automatic five year review).

This ends the lengthy efforts of the Garlic Growers Association of Ontario to impose year-round duties on low-
priced Chinese garlic imports. The seasonal duties imposed on Chinese garlic imports in March 1997 are currently
being considered by the CITT, with a decision on whether to conduct an expiry review expected in November 2001.

For more on the CITT expiry review

[ Top Of Page ]

Agreement on Internal Trade Consultations: Where to From Here?

The Internal Trade Secretariat, a non-governmental organization created to provide operational support on the
Agreement on Internal Trade's implementation, held a two-day national conference in Toronto as the second part of
its Public Consultations Project. Three regional meetings held earlier in Saskatoon, Montreal and Moncton
comprised the first stage of consultations, with results published in a proceedings document "Report on the
Regional Consultations and Next Steps".

The views presented during consultation were diverse, with no consensus on what amendments might strengthen
the existing AIT. Participants did agree that the AIT process would benefit from increased transparency and
stakeholder access.

The Agreement on Internal Trade (AIT) was implemented in 1995 to reduce internal trade barriers and improve the
economic union within Canada.

AlIT website
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The 2001 Great Lakes Regional Forum on Agri-food

Industry and government representatives from the Great Lakes states and provinces held a two-day forum in
Guelph (June 7-8, 2001) to discuss common issues and opportunities in the agri-food industry of the Great Lakes
region. The forum was hosted by Ontario Minister of Agriculture, Food and Rural Affairs, the Honorable Brian
Coburn.

The structured discussions included an assessment of many common challenges. Senior government officials from
the region also had an opportunity to discuss broader issues, such as safety net policy and developments in
biotechnology. Delegates to the forum were also exposed to some leading-edge thinking on key features of the
emerging North American political economy, as offered by Chris Sands, director of the Canada Project at the
Centre for Strategic and International Affairs in Washington, D.C.

Participating in the Great Lakes Regional Forum on Agri-Food were high-level representatives from the state
departments of agriculture in New York, Pennsylvania, Michigan, Wisconsin and Minnesota. Officials from Illinois
and Quebec were also present for the discussions, as were industry representatives from New York, Michigan and
Wisconsin. U.S. industry representatives participated in a parallel discussion with Ontario farm organizations.

To get a better feel for Ontario's agri-food industry, visitors toured wineries and greenhouses in the Niagara region,
and various research facilities in the Guelph area. Efforts will also be made to support co-operative cross-border
initiatives in specific industries.

Pennsylvania's Secretary of Agriculture, the Honorable Samuel E. Hayes offered to host the next Great Lakes
Forum in Pennsylvania in June 2002.

[ Top Of Page ]

Canada and US Announce AMS Notifications
Canada

Canada's total AMS (Aggregate Measurement of Support and also referred to as "Amber") in 1998 was $789.5
million, against a commitment (or ceiling) of $4.659 billion.

This is compared to the 1997 notification of $522.1 million against a ceiling of $4.838 billion. As a percentage of the
ceiling, Canada has increased amber notification to 16.9% in 1998 from 10.8 % in 1997. Canada's commitment for
1999 is $4.48 billion.

Green support notified by Canada in 1998 was $1.299 billion, up slightly from what was notified in 1997.

United States

Recently, the U.S. also announced its WTO AMS notification for 1998. The U.S. AMS natification of $10.4 billion
(U.S.) includes support provided through programs such as market price support, loan deficiency payments, and
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marketing loan support under commodity loan programs. Secretary Veneman has noted that market loss
assistance payments have properly been classified in the amber box, a move that is precedent-setting and that will
give the U.S. more credibility when reviewing the way that other countries are notifying their programs to the WTO.
The 1998 AMS notification of $10.4 billion represents about 50 percent of the U.S. ceiling for that year.

The decision on the classification of the market loss assistance payments has not been popular with everyone in
Washington. The chair of the House Committee on Agriculture, Larry Combest, wrote Secretary Veneman
immediately following the announcement to decry this decision. Chairman Combest asserts that "the payments
[market loss assistance] were made after the production year and could have no effect on producers' planting
decisions". Further, Chairman Combest seems to fear that the "amber" classification could call into question the
classification of Agricultural Market Transition Act (AMTA) payments, on which the market loss assistance
payments were based. The AMTA are currently notified as meeting the "green" criteria.

[ Top Of Page ]

Canada and Costa Rica Sign Free Trade Agreement

The Canadian Costa Rica Free Trade Agreement (CCRFTA) was signed after nine months of negotiations between
the two countries. International Trade Minister Pierre Pettigrew and his Costa Rican counterpart Tomas Duenas
signed the agreement at a ceremony in Ottawa in April of 2001. Two parallel accords on environmental and labour
cooperation were also signed on this occasion.

Text of the Agreement

Canadian News Release

[ Top Of Page ]
Study for Ottawa Recommends Trade Liberalization With the EU

A recent study conducted for the Minister of International Trade quantifies the benefits of more liberalized trade
with the EU. The study suggests that if tariffs were eliminated that increased exports of agriculture and agri-food
products alone would be worth $1 billion.

Mr. Liam McCreery of the Canadian Agri-Food Trade Alliance suggests that further studies should be conducted.
"We encourage the government to undertake studies like this one for all WTO members with whom Canada trades
or could trade. I'm sure the results would give our policy makers and negotiators a strong reason to negotiate
aggressively."

News Release Available at: Canadian Agri-Food Trade Alliance Website

[ Top Of Page ]
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UPCOMING EVENTS AND ACTIVITIES
September 4-5, 2001 Cairns Group Ministerial, Uruguay.
September 6-8, 2001 Tri-National ACCORD meeting, Manzanillo, Colima, Mexico.

September 10, 2001 Twenty-eighth Special Session of the General Assembly of the Organization of American
States, Lima, Peru.

September 14, 2001 The Way Forward - An International Agri-Food Trade Conference,
Hosted by the Canadian Agri-Food Trade Alliance Executive, Royal Inn, Calgary, Alberta.

September 24-28, 2001 WTO Agricultural Negotiations (informal session)

September 26-28, 2001 Meeting of the FTAA Vice Ministers of Trade and the Trade Negotiations Committee
(TNC), Managua, Nicaragua.

September 28, 2001 WTO Committee on Agriculture - Special Session, Geneva, Switzerland.

October, 2001 Federal-Provincial-Territorial Agriculture Ministers' meeting on agricultural trade (time and location
TBA)

October, 2001 OMAFRA Conference on Agricultural Trade Negotiations. (Guelph, date TBA)

November 9-13, 2001 Fourth WTO Ministerial Conference, Doha.
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Agri-Food Trade Update is prepared by Bobby Seeber and Brendan McKay of the Policy and Farm Finance
Division of the Ontario Ministry of Agriculture, Food and Rural Affairs. Please direct any inquiries or comments to
Brendan McKay, by telephone at (519) 826-3195, by mail at 1 Stone Rd. W., Guelph, Ontario N1G 4Y2 or by e-

mail to brendan.mckay@omatfra.gov.on.ca.

MULTILATERAL DEVELOPMENTS
President Bush Moves One Step Closer to Trade Promotion Authority

On December 7, 2001, fast-track (trade promotion authority) legislation passed in Congress by a vote of 215-214
after a last minute push for votes by Republican leaders. The linchpin votes were provided from the unlikely source
of the House Textiles Caucus. Only 21 Democrats joined with 194 Republicans to give the Republican leadership
the votes it needed. The Senate Finance committee has also reviewed and passed the fast-track bill by a vote of
18-3 on December 12, 2001. The full Senate has yet to consider the bill, and likely will not do so until 2002.

The Bush administration apparently offered special deals on many items including Florida citrus and milk protein.
Side deals with supporters of the heavily protectionist textile industry were also apparently part of the price for
Congress support of the TPA. There has also been speculation that Bush has informally promised to support a
robust farm bill in exchange for votes for the TPA.

Although this gives the pro-trade Republicans the upper hand in negotiating trade deals initially, there is some
concern about the long term benefits of pushing through a bill that has been tailored narrowly to the taste of
Republicans. Trade has traditionally been a bi-partisan issue in U.S. federal politics, carried by the moderates in
each party.

Fast track procedures allow the President to negotiate trade agreements with expedited procedures for
implementing legislation. Under this authority, Congress agrees to consider legislation to implement the trade
agreements under a procedure with mandatory deadline, with no amendments, and very limited time allowed for
debate.

[ Top Of Page ]
Canada Receives Favourable Ruling from WTO Regarding Dairy Export Practices

On December 3, 2001 the World Trade Organization Appellate Body issued its finding that the United States and
New Zealand had failed to substantiate their claim that Canada's newly adopted provincial dairy export measures
continue to subsidize exported dairy products. The Appellate Body found that Canadian producers have a choice of
whether to participate in the export market or not. The Appellate Body also found that protective measures to
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secure the integrity of the domestic system do not equate to government forcing producers to supply low priced
milk to processors (as was contended by the complainants and supported by the WTO compliance panel ruling).
The trade challenge concerns Canada's dairy exports in cheese, butter and skim milk powder, which represent
about 4-6% of milk production or a value of approximately $150 million.

Canada launched this appeal in response to a July 2001 compliance panel ruling on its new dairy export programs.
The compliance panel found that Canada subsidizes its dairy exports by virtue of the continued protections
provided to the domestic regulated market. Canada launched an appeal of the decision in September of this year.
The Appellate Body chose not to make determinations on certain elements of the case, but clearly reversed the
compliance panel's findings on key issues.

With this ruling, the arbitration process requested by the U.S. and New Zealand to engage retaliatory measures
against Canada will not take place.

Canada will present the Appellate Body report to the WTO membership for adoption at a meeting on December 18,
2001. Adoption will be automatic, thereby entering the report into the growing body of WTO jurisprudence
regarding agricultural export subsidies. It is expected that the U.S. and New Zealand will ask that the matter be
remanded back to the compliance panel for further review. Further litigation at the WTO will take to the end of 2002
before a conclusive decision on Canada's current dairy export practices is reached.

AAFC News Release on the Appellate Body's Decision

Dairy Farmers of Canada Press Release

[ Top Of Page ]
Free Trade Negotiations Launched With the CA-4

On November 21, 2001 Pierre Pettigrew, Minister of International Trade, announced the launch of free trade
negotiations with El Salvador, Guatemala, Honduras and Nicaragua (CA-4), to further enhance Canada's trade
relationship with Central America. Canada currently has a free trade agreement with Chile and is preparing to
implement an agreement with Costa Rica in January of 2002. Canada and the CA-4 have undertaken two previous
rounds of discussion in order to establish a framework for negotiations.

In 2000, bilateral trade between Canada and the CA-4 countries totaled $617 million. Canadian direct investment in
these markets is estimated at over $158 million. There is believed to be significant potential for Canadian
companies in several export sectors, including processed foods. The Central American countries primary agri-food
exports are sugar, coffee and bananas.

Similar to the Costa Rica negotiations, the primary area of concern in the agri-food industry will likely be sugar.
Understanding this, the Canadian government commissioned a third-party analysis of the potential impact that the
elimination of special tariffs on refined sugar imported from the CA-4 would have on the Canadian sugar industry.
Agriculture and Agri-food Canada has also undertaken a series of stakeholder consultations to allow for industry
input into the negotiating process.

November 21, 2001 News Release on CA4 Negotiations
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Industry Canada Information on Trade With Latin America

AAFC News Release on Consultations With CA4

[ Top Of Page ]

Free Trade Area of the Americas (FTAA) Negotiators Announce Public Comment Process

The Free Trade Area of the Americas (FTAA) Committee of Government Representatives on the Participation of
Civil Society is inviting comment from the public on the FTAA negotiations. The Committee is welcoming
contributions on a continuous basis, and will forward submissions throughout the year to the FTAA negotiators in
each country for their consideration.

On July 3, 2001 the preliminary draft consolidated texts of the FTAA Agreement were made public, a first for such a
negotiating document. The preliminary draft texts reflect the different positions of the FTAA countries in each area
of negotiations. The nine chapters have been drafted by negotiating groups on: market access; agriculture;
investment; services; intellectual property rights; government procurement; subsidies, antidumping and
countervailing duties; competition policy; and dispute settlement.

The amount of bracketed text in the agriculture chapter indicates that fundamental differences remain on key areas
- even the scope of the negotiations with regards to agriculture has yet to be decided. The Negotiating Group on
Agriculture has met three times since the Third Summit of the Americas with little progress in reducing the
bracketed text.

The FTAA negotiations are scheduled to conclude in 2005. Completion of the FTAA Agreement is expected to
create the world's largest free trade area, involving 34 countries with a combined population of 800 million people.

The Official FTAA website

[ Top Of Page ]
Canada Questions EU's GMO stand at latest Sanitary and Phytosanitary Measures Committee

At a recent SPS Committee meeting (October 31 - November 1, 2001), the U.S. and Canada questioned the EU's
restrictions on genetically modified organisms (GMOs). They complained that the EU had failed to notify its latest
directives on traceability and labeling under SPS measures, even though the EU indicates that health protection is
one of the objectives of the restrictions.

The U.S. also complained about the lack of scientific justification for the EU's continued de facto moratorium on
approval of GMO products, and Canada said the latest EC measures discriminate against products produced by
GM technology, even where no trace remains in the final products. The EC delegate defended its measures,
stressing that the labeling and traceability issues were already under discussion in the Technical Barriers to Trade
Committee, but did not object to their being further considered by the SPS Committee.

The next meeting of the SPS Committee is scheduled for March, 20-21 2002.
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The U.S. has hinted that this may become a subject for further challenge before the WTO Dispute Settlement
Body.

[ Top Of Page ]
China Now Member of the WTO

China has notified the WTO that it has ratified its membership and will now become a full member, the WTO's
143rd, as of December 11, 2001. The accession of Chinese Taipei to the WTO is expected to follow shortly
thereafter.

China has agreed to undertake a series of commitments to open and liberalize its regime in order to better
integrate into the world economy and offer a more predictable environment for trade and foreign investment in
accordance with WTO rules.

China has committed to gradual elimination of trade barriers and expansion of market access to foreign imports.
Specifically, China has bound all tariffs for imported goods. After implementing these commitments, China's
average bound tariff level will decrease to 15% for agricultural products. The range is currently from 0 to 65%, with
the higher rates applied to cereals. China also agreed to limit its subsidies for agricultural production to 8.5% of the
value of farm output (most developing countries have agreed to limit their domestic subsidies to 5%) and will not
maintain or introduce any export subsidies on agricultural products.

During a 12-year period starting from the date of accession there will be a special transitional safeguard
mechanism in cases where imports cause or threaten to cause market disruption to the domestic producers of
other WTO members.

In 2000, Ontario imported close to $126 million worth of agri-food products from China and exported close to $24
million worth of agri-food products. It is projected that with the introduction of more liberalized markets and
consistent trading rules that Ontario's agri-trade exports to China will increase dramatically. In February 2001, the
Prime Minister led the largest-ever Team Canada mission to China involving 600 business delegates and eleven
provincial and territorial. The mission raised the profile of Canadian businesses in key economic sectors, including
agriculture and agri-food.

News Release on China's Accession into the WTO

Backgrounder on China and the WTO

[ Top Of Page ]

CANADA - U.S. ISSUES
Canada/U.S. Tomato Trade Dispute Continues to Escalate

On October 2, 2001, in response to a petition filed by Florida and California greenhouse growers, the U.S.
Department of Commerce (DOC) issued a preliminary determination on dumping margins for Canadian
greenhouse tomato imports. Accordingly, the duties assessed against Canadian growers are as follows: BC Hot
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House - 33.95%, Red Zoo Mktg (ON) - 23.17%, Veg Gro Sales (ON) - 2.45%, J-D Marketing (ON) - 0.00%,
Mastronardi Produce (ON) - 5.54%, all others - 24.04%. This preliminary decision will be followed by a final
decision, which is expected in April 2002.

This investigation commenced in May, 2001, when the U.S. International Trade Commission (USITC) agreed to
investigate a petition by Florida and California greenhouse growers alleging that Canadian tomato imports were
being dumped in the U.S. market. The investigation concentrates on the marketing practices of the industry to
determine whether Canadian product has been sold in the U.S. below the cost of production, or below the
Canadian selling price.

A two-part process takes place from here on in. The DOC will finalize its determination of the margin of dumping by
mid-February 2002. A final determination could revise, confirm or withdraw the preliminary duties.

A parallel review will be conducted by the U.S. International Trade Commission (ITC) on the issue of injury
resulting to the U.S. industry, which is expected to be issued by early April 2002. If the ITC rules that the U.S.
domestic industry is not injured as a result of Canadian imports, the case would be terminated.

In defending against the U.S. allegations, the Ontario Greenhouse Vegetable Growers (OGVG) are collaborating
with their B.C. counterpart through the recently formed Canadian Tomato Trade Alliance.

Most of Canada's greenhouse tomato exports originate from B.C. and Ontario, with some export activity occurring
in Quebec as well. Canada's greenhouse vegetable industry contributes $3 billion a year and 17,000 jobs to the
Canadian economy.

Canadian Tomato Trade Alliance Website

[ Top Of Page ]
Canada Launches Investigation into U.S. Tomato Imports

On November 9, 2001, the Canadian Customs and Revenue Agency (CCRA) initiated a Canadian investigation of
fresh tomato imports from the U.S., excluding tomatoes for processing. This investigation is in response to a
petition filed by the Canadian Tomato Trade Alliance (CTTA), alleging that U.S. tomato producers are dumping
product in Canada at prices below fair market value. The CCRA's early analysis of the CTTA's petition found that
"there is evidence that the goods have been dumped and there is a reasonable indication that the dumping has
caused injury or is threatening to cause injury to the domestic industry in Canada." The CTTA has alleged dumping
margins in the range of 14% to 76%.

The key difference between the U.S. action (see above) and the Canadian investigation, is that in the Canadian
investigation the scope has been enlarged to include field and greenhouse tomatoes.

The Canadian International Trade Tribunal (CITT) will now review the petition and decide whether a reasonable
indication of injury has been demonstrated. A decision is anticipated for release on January 8th, 2002. The CCRA
has 90 days (February 2002) to make a preliminary determination on the issue of dumping margins. If there is a
positive finding, provisional duties will be imposed at that time.

Canadian Tomato Trade Alliance Website

CITT Website
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CCRA Website

[ Top Of Page ]
Proposed U.S. Requirement for Phytosanitary Certificates for Imported Fruits and Vegetables

The Animal and Plant Health Inspection Service (APHIS) of the United States Department of Agriculture (USDA) is
proposing to amend its regulations to require that a phytosanitary certificate accompany all fruits and vegetables
imported into the U.S. The proposed rule was published in the August 29, 2001 edition of the Federal Register
(Docket No. 00-014-1).

The proposed rule would apply to commercial produce brought into the U.S., as well as fruits and vegetables
brought in by travelers. The new proposed requirements would not apply to fruits and vegetables that are dried,
cured, frozen or processed. Produce brought in by travelers and shoppers at land ports of entry from Mexico and
Canada would also be exempt.

Historically, APHIS has largely relied on trained personnel at border points to prevent the introduction of plant pests
into the United States. However, APHIS cites explosive growth in commercial and noncommercial shipments of
fruits and vegetables into the United States in recent years as the rationale for its proposal to require for
phytosanitary certificates. The growth in Canadian produce shipments to the U.S. has been largely due to the
impact of the Canada-U.S. Free Trade Agreement and the North American Free Trade Agreement.

The phytosanitary certificates would spell out the phytosanitary status of the plant product, its place of origin and
confirm that the plant or product has been inspected and found to be free of pests of quarantine significance, and
that the product otherwise meets the import requirements of the United States. Plant protection officials in the
exporting country (in Canada's case, the Canadian Food Inspection Agency), would issue the certificates.

The governments of Canada, Ontario and British Columbia have all submitted their strong concerns regarding the
proposed rule. Opposition to the proposal revolves around concerns of significant disruptions and delays in cross-
border shipments of produce, unwarranted off-loading of extra inspection obligations to countries of origin, and lack
of specificity in identifying the specific pest risk to justify the imposition of a requirement for phytosanitary
certificates.

The CFIA estimates that the cost of obtaining phytosanitary certificates (and the associated inspection fees) would
represent two percent of the value of Canada's annual exports of fresh fruits and vegetables. The CFIA also
guestions the legitimacy of the rule under the International Plant Protection Convention (IPPC) Principles and
Standards and U.S. international trade obligations under sanitary and phytosanitary provisions of the NAFTA and
the WTO. There is also the issue of potential reciprocity costs on U.S. exporters into Canada if the requirement
was adopted by Canada.

Ontario response argues that there is no specific pest risk identified by the US to warrant the certificates and that
Ontario's mitigation measures for specific pest risks are sufficient. Ontario also points out that where there has
been a specific pest risk identified for an Ontario commodity, an agreed upon mitigation measure has been putin
place to deal with the specific risk.

Should the proposed rule be adopted it would not be implemented by APHIS until at least six months after the final
rule has been published. In 2000, Ontario exported $256 million in fresh fruits and vegetables to the United States,
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while imports were valued at $926 million.

Ontario Fruit and Vegetable Growers Association

Federal Reqister

[ Top Of Page ]

Canada has a New Border Representative for Agricultural Trade to Mexico

A unique federal/provincial pilot project has been launched to assist the agriculture and agri-food industry to move
product into Mexico. The federal government, in concert with Quebec, Ontario, Manitoba, Saskatchewan and
Alberta, are jointly supporting a full time resource person at the border to assist Canadian companies to meet the
potentially complex Mexican requirements for cross-border shipment.

Luis A. Pérez Benitez, a lawyer with extensive experience consulting with Canadian companies doing business in
Mexico, will be stationed full time at Nuevo Laredo, Mexico, the second busiest international border crossing in the
Americas, for this pilot project.

Since NAFTA, agri-food trade between Canada and Mexico has increased 88 per cent - last year totalling more
than $1 billion. Tariffs will be eliminated on most commodities by January 1, 2003 traded between Canada and
Mexico.

Agriculture and Agri-Food Canada News Release

[ Top Of Page ]

Battle Over Breaded Cheese Sticks Under Consultation

Officials from Canada and the U.S. are working through the Canada/U.S Consultative Committee on Agriculture to
restore trade in breaded cheese sticks.

Cheese sticks are products manufactured by coating cheddar or mozzarella cheeses with batter or breadcrumbs.
The finished product contains less than 50% dairy content and is used mostly in the food service industry. Breaded
cheese sticks have been traded between Canada and the U.S. for over 20 years without controls. When this
product was reclassified as a cheese product in mid-1995, Canada maintained trade flows through the use of
supplementary import permits. When the U.S. reclassified the product under their cheese quota in 1999, access for
Canadian product was closed.

In Summer 2001, Canada indicated to the U.S. that it would cease to issue supplementary permits for this product
after September 2001, unless the U.S. restored Canada's access. Failure to respond by U.S. authorities led
Minister for International Trade, Pierre Pettigrew, to suspend the normal issuance of supplementary permits for
breaded cheese sticks on September 1, 2001.

CCA Terms of Reference
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USDA Site on Canada-U.S. Trade

News Release on the September 1, 2001 Cut-off of Cheese Stick Imports from the United States

[ Top Of Page ]
USTR Extends Section 301 Investigation on Canadian Wheat

On, October 16, 2001, United States Trade Representative Robert B. Zoellick granted the request by the North
Dakota Wheat Commission to extend the ongoing investigation of Canadian wheat marketing practices by 90 days.

The investigation, which was initiated in October 2000 under Section 301 of the 1974 Trade Act, is based on a
petition filed by the North Dakota Wheat Commission alleging that unfair marketing practices of the Government of
Canada and the Canadian Wheat Board are harming U.S. wheat producers. In March of this year, Ambassador
Zoellick asked the U.S. International Trade Commission to assist in the investigation by preparing a report on
conditions of competition between the U.S. and Canadian wheat industries. The Canadian wheat investigation was
originally scheduled to conclude by October 23, 2001. The North Dakota Wheat Commission, however, requested
an extension for 90 days, or until January 22, 2002. An official notice of the extension will be published in the
Federal Register.

Agriculture and Agri-food Canada issued a paper in June 2001, which argues that curbing U.S.-trade distorting
subsidies is the key to leveling the playing field for farmers. The paper responds to the U.S. investigation into
Canada's wheat trade. The Government of Canada provided the paper to the U.S. government in advance of public
hearings held as part of the investigation process.

This current phase of the investigation marks the ninth time in 11 years that the U.S. government has targeted
Canadian grain trading practices.

For a copy of a summary of Canada'’s paper, please click here

USTR News Release

[ Top Of Page ]

MISCELLANEOUS

Federal-Provincial-Territorial Ministers of Agriculture Meet to Discuss Trade

Federal and provincial agriculture ministers met on October 11, 2001 in Toronto, Ontario, to discuss the
implications for agricultural trade of a long-term framework for sustainable farming agreed to in Whitehorse in early
July 2001. Ministers noted that international trade is extremely important to the industry and that Canadian agri-
food products are exported to close to 190 countries at an annual value of more than $23 billion.

Ministers discussed the ongoing WTO agriculture negotiations, the WTO Dairy Exports Panel, and other current
trade issues such as the next U.S. Farm Bill, exports of greenhouse tomatoes exports, the U.S. investigation of
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Canada's wheat trading practices, and seed potato exports to Mexico. They also discussed regional trade
negotiations such as the Free Trade Area of the Americas and the proposed Canada-Central America Four (CA4)
free trade negotiations.

Ministers agreed to meet on a regular basis to discuss international issues and how to help Canadian farmers and
food processors capture new opportunities in foreign markets. To this end, officials were directed to examine, in
consultation with stakeholders, ways in which the federal and provincial governments can further strengthen and
better coordinate international agri-food trade activities.

Agriculture and Agri-Food Canada News Release

CFA News Release

CAFTA Website
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CFIA announces Trial Importation Period for UK Apples

In November 2001, the CFIA announced a trial importation period of fresh apples from the United Kingdom. This
trial period will verify the success of the British program to remove quarantine pests through product inspection.
The trial period is completed when the CFIA can determine to their satisfaction that the fresh apples from the UK
can meet Canadian requirements routinely.

Ontario produces approximately 42% of Canada's apples or about 13 - 14 million bushels of apples annually.

CFIA Importation Period Notice

October 23, 2001 Press Release on Ontario's Apple Industry
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Federal Government Compensates PEI Potato Growers for Potato Wart

The Government of Canada announced in November 2001, that compensation will be provided to potato growers
who suffered financial losses due to restrictions ordered by CFIA to stop the spread of potato wart fungus.

Compensation will be limited to loss of land use and costs related to disposal of potatoes as well as cleaning and
disinfecting of equipment and potato processing and storage facilities.

Potato wart disease had initially been found in a field on PEI on October 24, 2000. The Canadian Food Inspection
Agency (CFIA) responded immediately by putting controls in place to prevent the spread of the disease. This was
followed by extensive consultations with U.S. officials to assure that the blight had been contained and that there

was no risk in reopening the border to PEI potato imports. The U.S. finally lifted its restrictions on PEI potatoes in

August 2001.
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CFIA News Release

Compensation Requlations in Canada Gazette

January 2, 2001 Press Release on Canadian Consultations with the U.S. on Potato Wart

[ Top Of Page ]
CITT Conducts Expiry Review on Chinese Garlic Order

The CITT announced recently that it will proceed with an expiry review concerning the seasonal duties imposed on
Chinese garlic imports in March 1997.

In July 2001, the CITT requested feedback from stakeholders on the merits of undertaking an expiry review
concerning its finding on fresh garlic imports from China in March 1997. The duty imposed in 1997 is a seasonal
one, covering only imports from between July 1 and December 31 of each calendar year.

The expiry review includes a public hearing in Ottawa in February 2002.

This expiry review follows recent good news for Ontario garlic growers on the imposition of year round duties on
low priced garlic imports. In May 2001, the CITT issued its final determination regarding the issue of whether garlic
imports from China and Vietham were causing injury to the domestic industry. The tribunal found that substantial
volumes of low priced garlic from China and Vietnam were causing economic distress to domestic growers in the
form of price erosion, reduced profitability and reduced plantings.

Permanent duties of $1.59/kg have been applied on Chinese and Viethamese garlic imports since.

Garlic Growers Association of Ontario
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Ontario Continues to Push Quebec on Margarine Colouring

Ontario and Quebec officials met in late November 2001, to commence consultations under Chapter Seventeen
(dispute resolution provisions) of the Agreement on Internal Trade (AIT) respecting Quebec margarine colouring
regulations.

Ontario commenced an action in November 1997 on behalf of Unilever Canada Limited, and has engaged in
extensive consultations with Quebec as set out under the Agriculture and Food Goods chapter of the AIT. Quebec
has since been advised that dispute avoidance efforts under Chapter Nine have been exhausted, and that it is
Ontario's intention to move forward with the Chapter Seventeen process.

Quebec continues to enforce regulation which bans the marketing of butter-coloured margarine in Quebec. Ontario
contends that this ban impairs access the Quebec market and gives rise to significant economic consequences for
a key Ontario-based manufacturer, and in this respect is inconsistent with the general and specific provisions of the
AlT.
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Consultations are planned to continue through to January 2002. There are various stages contemplated under the
Chapter Seventeen process, which ultimately allows for an AIT panel hearing of the matter unless the issue is
resolved by the parties beforehand.
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UPCOMING EVENTS AND ACTIVITIES
CITT preliminary injury determination on U.S tomatoes - January 8, 2002.
USTIC Report on Canadian Wheat Practices - January 22, 2002

QUINT Meeting on Agri-food Policy (Agriculture Ministers from Canada, U.S., EU, Japan and Australia) - January
26-27, 2002

Special WTO Agriculture Committee Session - February 4-6, 2002

CITT Public Hearing on Chinese Garlic Expiry Review - CITT Hearing Room, 18th Floor, Standard Life Centre, 333
Laurier Avenue West - Ottawa - February 5, 2002

CCRA Preliminary Dumping Determination on US Tomatoes - February 2002
U.S. Department of Commerce Decision on Canadian Tomato Imports - February 19, 2002

USITC Decision on Canadian Tomato Imports (Injury) - April 5, 2002
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