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I. INTRODUCTION

On January 1, 1994, the North American Free Trade Agreement
("NAFTA") went into effect.' NAFTA creates a powerful economic bloc
for the 370 million consumers of the United States, Canada, and Mex-
ico, whose combined G.N.P. is over $6.3 trillion.2 As a result, NAFTA
provides numerous opportunities and challenges to business, indus-
try, and workers. NAFTA leads to more effective use of North Ameri-
can resources - capital, land, labor, and technology - while heightening
competitive market forces. NAFTA should stimulate trade in North
America beyond current levels. 3

In 1992, the levels of North American trade were as follows: U.S.-
Canada trade of $189 billion;4 and Mexico-U.S. trade of $75.8 billion.5
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Washington, D.C. & President, Septacontinentaux Corporation, Bethesda, Maryland.
LL.M., Georgetown University Law Center; J.D., Washington College of Law, American
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El. On December 17, 1992, the North American Free Trade Agreement was signed by
the United States, Canada, and Mexico. North American Free Trade Agreement, Dec.
17, 1992, U.S. - Can. - Mex., 32 I.L.M. 289 (1993) (entered into force Jan. 1, 1994) [here-
inafter NAFTA]. Unless otherwise specified, a dollar sign signifies a U.S. dollar.

3. See U.S. INT'L TRADE COMM'N, USITC PuB. No. 332-297, THE LIKELY IMPACT ON
THE UNITED STATES OF A FREE TRADE AGREEMENT WITH MEXICO (Feb. 1991) [hereinafter
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dent (Aug. 12, 1992) [hereinafter NAFTA White House]; U.S. INT'L TRADE COMM'N,

USITC PuB. 2596, INv. No. 332-337, POTENTIAL IMPACT ON THE U.S. ECONOMY AND SE-
LECTED INDUSTRIES OF THE NORTH AMERICCAN FREE-TRADE AGREEMENT 9-1 (Jan. 1993)
[hereinafter POTENTIAL IMPACT]; Paul Magnusson, Building Free Trade Bloc By Bloc,
Bus. WiL, May 25, 1991, at 26.

4. Jeffrey Hawkins, Canada; 1993 World Trade Outlook, Bus. AM., Apr. 19, 1993,
at 6. See Jay Camillo, Growth Through North American Trade: The Economic Facts,
Bus. AM., Oct. 19, 1992, at 13.
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In 1991, Mexico-Canada trade was $3 billion.6 United States direct
investment in Canada and Mexico in 1991 reached $68.5 billion and
$11.6 billion, respectively.7 During the same period, Canadian and
Mexican direct investment in the United States reached $30 billion
and $600 million, respectively. s These trade and investment figures
should increase once the investment framework and trade provisions
of NAFTA are implemented.

The objective of this Article is several-fold. Part II offers an over-
view of NAFTA. Part III addresses NAFTA provisions in the agricul-
tural sector. Part IV of this Article describes the general implications
of NAFTA agricultural provisions. Part V discusses the impact of
NAFTA on selected portions of the agricultural sector. Part VI con-
cludes that NAFTA will remove tariff and nontariff barriers within
the North American agricultural sector.

II. OVERVIEW OF NAFTA

The North American Free Trade Agreement ("NAFTA" or the
"Agreement") has several purposes. First, NAFTA gradually elimi-
nates tariff and non-tariff barriers to trade in areas as diverse as
automobiles, agriculture, electronics, textiles, and apparel. 9 NAFTA
greatly reduces numerous impediments to investment, such as per-

5. Rebecca Bannister, Mexico, 1993 World Trade Outlook, Bus. AM., Apr. 19,
1993, at 7; See Camillo, Growth Through North American Trade: The Economic Facts,
Bus. AM., Oct. 18, 1992, at 12-13. United States ("U.S.") exports to Mexico have in-
creased dramatically in recent years. While in 1987 the level of U.S. exports to Mexico
was $14 billion, the figure reached $40.6 billion in 1992. In 1992, the principal U.S.
exports to Mexico included: electrical machinery, apparatus; automotive/motor vehicle
parts; chemicals; telecommunications equipment; and office machinery and computers.
In 1992, the principal Mexican exports to the U.S. included: electrical machinery, appa-
ratus; crude oil; automotive/motor vehicles; televisions and radios; and automotive/mo-
tor vehicle parts.

6. World Business, WALL ST. J., Sept. 24, 1992, at R12. For a discussion of recent
Canada-Mexico relations, see EXTERNAL AFFAIRS AND INTERNATIONAL TRADE, CANADA,
CANADA, NORTH AMERICAN FREE TRADE AGREEMENT: THE NAFTA PARTNERSHIP, CAN-
ADA-MEXICO TRADE RELATIONS 1 (Aug. 1992) [hereinafter EXTERNAL AFFAIRS AND INTER-
NATIONAL TRADE]. In 1991, the principal Canadian exports to Mexico included: motor
vehicle parts, iron and steel products, newsprint, wheat, telecoms and related equip-
ment/parts, paper products, sulphur, aircraft and parts, petroleum oils, and asbestos.
The principal Mexican exports to Canada in 1991 included: motor vehicles and parts,
engines and parts, petroleum oils, air conditioners, fan equipment and parts, carpets,
fabrics and yarn, small kitchen appliances, vegetables, fruit, coffee, and nuts. Id. at
app. Canada-Mexico Export/Import Statistics.

7. Ann Driscoll, Key Provisions Of The North American Free Trade Agreement,
Bus. AM., Oct. 19, 1992, at 3, 4.

8. Id.
9. NAFTA, see supra note 2. See Ann Driscoll, Key Provisions of the North Ameri-

can Free Trade greeement, Bus. AM., Oct. 19, 1992, at 3-11.

986 [Vol. 27



formance requirements and investment screenings. 10 Furthermore,
NAFTA accelerates opportunities in various service sectors, including:
financial, insurance, telecommunications, construction, tourism,
transportation, and environment." The Agreement covers additional
subjects that will affect the methodology and scope of business in the
region, such as intellectual property rights, technical standards, and
environmental issues. 12

NAFTA discusses the phasing-out of tariffs on Mexican, Cana-
dian, and U.S. products. 13 The reduction in tariffs occurs at different
stages on a variety of products: Some tariffs have been completely re-
moved at once; tariffs on other products will be removed after five or
ten years; while tariffs on some sensitive products will not be fully
removed for fifteen years. 14 Also, NAFTA creates changes in rules of
origin for various products, including agricultural products, automo-
tive goods, computers, textiles, and apparel. 15 Tariffs on U.S.-Cana-
dian trade will generally be treated as designated in the U.S.-Canada
Free Trade Agreement. 16

The Agreement subscribes to the principles of greater market ac-
cess, including: the elimination of tariffs, import, and export restric-
tions; 17 drawback reform;' 8 customs user fees; 19 and country-of-origin

10. OFFICE OF THE U.S. TRADE REP., THE NORTH AMERICAN FREE TRADE AGREE-
MENT - INVESTMENT (Aug. 1992) [hereinafter INVESTMENT]. See NAFTA, supra note 2,
vol. I, pt. 5, ch. 11, at 11-1.

11. See NAFTA, supra note 2, vol. I, pt. 5, ch. 12, at 12-1; vol. I pt. 2 ch. 13; vol. I pt.
5 ch. 14.

12. See generally NAFTA, supra note 2, vol. I, pt. 3, ch. 9, at 9-1, pt. 6, ch. 17, at 17-
1; OFFICE OF THE U.S. TRADE REP., THE NORTH AMERICAN FREE TRADE AGREEMENT -

ENVIRONMENT (Aug. 1992) [hereinafter ENVIRONMENT]; OFFICE OF THE U.S. TRADE REP.,
THE NORTH AMERICAN FREE TRADE AGREEMENT - INTELLECTUAL PROPERTY RIGHTS (Aug.
1992) [hereinafter INTELLECTUAL PROPERTY RIGHTS].

13. NAFTA, supra note 2, at 1; Ann Driscoll, Key Provisions of the North American
Free Trade Agreement, Bus. AM., Oct. 19, 1992, at 3; Kenneth H. Bacon, Trade Pact Is
Likely To Step Up Business Even Before Approval, WALL ST. J., Aug. 13, 1992, at Al, A4.
See NAFTA, supra note 2, vol. I, pt. 2, ch. 3, annex 302.2 at 3-2, 3-30 to 3-34.

14. NAFTA, supra note 2, vol. I, pt. 2, ch. 3, art. 302(2), annex 302.2 at 3-2, 3-30.
See Ann Driscoll, Key Provisions of the North American Free Trade Agreement, Bus.
AM., Oct. 19, 1992, at 3.

15. NAFTA, supra note 2, vol. I, pt. 2, ch. 4, art. 403, at 4-8; GOVERNMENTS OF
CANADA, THE UNITED MEXICAN STATES AND THE UNITED STATES OF AMERICA, DESCRIP-
TION OF THE PROPOSED NORTH AMERICAN FREE TRADE AGREEMENT 8 (Aug. 12, 1992)
[hereinafter Proposed NAFTA]; see Jeff Hawkins, NAFTA Improves Trading Opportuni-
ties With Canada, Bus. AM., Oct. 19, 1992, at 30,31; Keith Bradsher, Honda's National-
ity Proves Troublesome For Free-Trade Pact, N.Y. TIMES, Oct. 9, 1992, at Al, D2.

16. Proposed NAFTA, supra note 15, at 4; NAFTA, supra note 2, vol. I, pt. 2, ch. 3,
annex 302.2, at 3-30 to 3-33. See DEP'T OF TREAS., U.S. CUSTOMS SERVICE, U.S.-CANADA
FREE TRADE AGREEMENT, CUSTOMS ADMINISTRATION (May 1989).

17. Ann Driscoll, Key Provisions of the North American Free Trade Agreement, Bus.
AM., Oct. 19, 1992, at 3. See NAFTA, supra note 2, vol. I, pt. 2, ch. 3, art. 302, at 3-2.

18. NAFTA, supra note 2, vol. I, pt. 2, ch. 3, art. 303, at 3-2 to 3-6; Proposed
NAFTA, supra note 15, at 4-5.
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markings.20 NAFTA removes numerous tariff and non-tariff barriers
on agricultural products over successive periods.21 NAFTA addresses
special safeguard provisions, domestic agricultural supports, export
subsidies, agricultural marketing standards, and the resolution of
commercial disputes. 22

NAFTA accelerates the removal of tariffs, import restrictions, ex-
port quotas, and local content requirements on North American
automobiles, buses, trucks, and automotive parts.23 In addition,
NAFTA affects investment in this sector.24

The Agreement establishes guidelines on anticompetitive busi-
ness practices by government and by private sectors.25 NAFTA pro-
vides rules for the resolution of disputes in the areas of trade,
investment, commercial, environmental and, health, involving both
government and private participants.26

Similarly, the Agreement creates new opportunities and greater
access for trade and investment in the energy sector.27 These areas
consist of electricity and gas markets, petrochemicals, energy services,
and energy equipment markets.28 In addition, NAFTA's expansive
coverage of environmental issues creates numerous business possibili-
ties in the environmental equipment and services sector.29 These ex-
tensive opportunities include: hazardous waste and nonhazardous
waste consulting, engineering consulting services, air/water purifica-
tion and filtration equipment, and sewage treatment equipment.30

19. NAFTA, supra note 2, vol. I, pt. 2, ch. 3, art. 310, at 3-10.
20. Id. sec. C, art. 311 at 3-10.
21. Id. ch. 7, at 7-1 to 7-30.
22. Id. ch. 3, art. 311, at 3-10.
23. See id. ch. 3, annex 300-A, 300-A.2, at 3-A-4, 3-A-9; Proposed NAFTA, supra

note 15, at 9; Erich Toll, Mexico Auto Industry Turbocharged By NAFTA, J. COM., Oct.
26, 1992.

24. NAFTA, supra note 2, at vol. I, pt. 2, ch. 3, annex 300-A.2, at 3-A-2 to 3-A-4.
25. NAFTA, supra note 2, vol. I, pt. 5, ch. 15, art. 1501(1), at 15-1 to 15-5.
26. NAFTA, supra note 2, at vol. I, pt. 7, ch. 20; Proposed NAFTA, supra note 15, at

20-22,39-42; OFFICE OF THE U.S. TRADE REP., DISPUTE RESOLUTION: THE NORTH AMERI-
CAN FREE TRADE AGREEMENT (Aug. 1992).

27. NAFTA, supra note 2, at vol. I, pt. 2, ch. 6; Proposed NAFTA, supra note 15, at
10-11; Tim Sansbury, "Big Oil" Is Shunned In N. America Accord, J. COM., Oct. 2, 1992,
at 5A, 7A.

28. NAFTA, supra note 2, at vol. I, pt. 2, ch. 6; U.S. GAO, REPORT TO THE CHAIR-
MAN, SUBCOMM. ON INT'L ECONOMIC POLICY AND TRADE, COMM. ON FOREIGN AFFAIRS,
HOUSE OF REP., U.S.-MExICO ENERGY: THE U.S. REACTION TO RECENT REFORMS IN MEX-
ICO'S PETROCHEMICAL INDUSTRY, GAO No. 91-212 (May 1991) [hereinafter U.S.-MEXICO
ENERGY].

29. See Andrew Lowry, North American Free Trade And The Environment, Bus.
AM., Oct. 19, 1992, at 22-24; Peter Behr, Environmental Groups Urge Tougher Free-
Trade Agreement, WASH. POST, Mar. 6, 1993, at Financial D1.

30. Andrew Lowry, North American Free Trade and the Environment, Bus. AM.,
Oct. 19, 1992, at 24. See generally ENVIRONMENT, supra note 12, at 1-4; Dianna Solis,
Punishing Polluters, WALL ST. J., Sept. 24, 1992, at R17; Daniel I. Basurto Gonzalez &

[Vol. 27



NAFTA

Moreover, the Agreement's discussion of financial services -

banks, securities firms, financial companies, leasing companies, and
other firms - is of particular importance. 31 For example, NAFTA en-
ables U.S. and Canadian financial groups to enter the highly impene-
trable Mexican financial services sector.32

NAFTA presents significant avenues for the business community
to take advantage of liberalized rules in the multi-billion dollar gov-
ernment procurement market.33 Generally, NAFTA requires that
providers of goods and services to the government sector be treated
according to the nondiscriminatory principles of national treatment,
most-favored nation treatment,, and equitable procedural rules.34

Moreover, NAFTA provides for the removal of barriers to cross-border
services and investments in the insurance industry.35 The Agreement
also provides rules regarding individual firms and aggregate market
share, as well as permissible joint ventures.36

NAFTA establishes significant provisions for the protection of in-
tellectual property rights, such as copyrights, trademarks, service
marks, and patents.37 NAFTA achieves various enforcement proce-
dures and the reduction of compulsory licenses. 38 NAFTA advances
the investment sector by: opening investment to previously closed
economic sectors; dictating rules for the protection of investment from

Elaine Ford Rodriguez, Environmental Aspects Of Maquiladora Operations: A Note Of
Caution For U.S. Parent Corporations, 22 ST. MARY'S L.J. 659 (1991).

31. See NAFTA, supra note 2, vol. I, pt. 5, ch. 14; Proposed NAFTA, supra note 15,
at 33-36. See also Jim Freer, U.S. Banks Look North, South, U.S. BANKER, June 1992,
at 42. See Anthony DePalma, A Mexican Non-Peso Bond Is Rated Investment Grade,
N.Y. TIMES, May 19, 1993, at D1; Anthony DePalma, Mexican Chief Proposes Fully Free
Central Bank, N.Y. TIMES, May 18, 1993, at D2.

32. NAFTA, supra note 2, vol. II, annex VII(A), at VII-M-1 -VII-M-3.
33. ExTERNAL AFFAIRS AND INT'L TRADE, CANADA, NORTH AMERICAN FREE TRADE

AGREEMENT: THE NAFTA MANUAL, THE LEGISLATIVE AND CONSULTATIVE PROCESS, at

Government Procurement [hereinafter CANADIAN NAFTA MANUAL]; NAFTA, supra note
2, vol. I., pt. 4, ch. 10; Proposed NAFTA, supra note 15, at 22-24.

34. NAFTA, supra note 2, vol. I., pt. 4, ch. 10.
35. See Paul Dykewicz, American Insurers Gain Expanded Market Access, J. COM.,

Aug. 13, 1992, at 5A.
36. Id.
37. NAFTA, supra note 2, vol. I, pt. 6, ch. 17; Proposed NAFTA, supra note 15, at

36-37; INTELLECTUAL PROPERTY RIGHTS, supra note 12, at 1-2. See Luis Arizcorreta
Buchholz, Protecting Property In The Marketplace, Bus. MEX., Nov. 1992, at 35-36; Anne
Geyer, Mexico's New Industrial Property Law Meets World Standards, Bus. MEX., Aug.
1991, at 27.

38. NAFTA, supra note 2, vol. I, pt. 6, ch. 17. See generally Luis Arizocorreta
Buchholz, Protecting Property In The Marketplace, Bus. MEX., Nov. 1992, at 35; John
Pearson, The Patent Pirates Are Finally Walking The Plank, Bus. WK., Feb. 17, 1992, at
125; Jeanne Grant, Headaches For Pharmaceuticals, Bus. MEX., Aug. 1991, at 8-10;
Brendan Hudson, Property Rights Bolstered As Isolationist Barriers Fall, Bus. MEX.,
Apr. 1991, at 38.
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discriminatory treatment, including expropriation; and providing en-
forceable dispute settlement procedures. 39

In addition, NAFTA sets out various sanitary and phytosanitary
measures that establish standards for the protection of human,
animal, and plant life.40 For example, NAFTA addresses the health
risks that arise from food additives, food contaminants, as well as
from animal and plant diseases. 41

NAFTA marks a major advancement in free trade by covering the
services sector, such as banking, securities, accounting, advertising,
engineering, medical, legal, and tourism sectors. 42 NAFTA liberalizes
cross-border services rules, such as nondiscrimination in the estab-
lishment and treatment of service firms.43 In addition, NAFTA covers
risks regarding investments in the services sector.44 However, it
should be noted that some limitations in the services sector remain
under NAFTA: the existence of various state, provincial, and federal
reservations; licensing and certification requirements; and the denial
of benefits to specific firms.45

The Agreement reduces significant impediments to the region's
tremendous market for telecommunications equipment and services. 46

Among the benefits provided by NAFTA in this sector are: the gradual
removal of tariffs on a multitude of equipment; the reduction of invest-
ment and other related restrictions in various telecommunications ar-
eas, including enhanced telecommunications services; and movements
towards standardizing telecommunications equipment.47

39. NAFTA, supra note 2, vol. I, pt. 5, ch. 11; Proposed NAFTA, supra note 15, at
30-32. See generally U.S. GAO, REPORT TO THE HON. RICHARD A. GEPHARDT, MAJORITY
LEADER, AND TO THE HON. SANDER LEVIN, HOUSE OF REP., NORTH AMERICAN FREE TRADE
AGREEMENT U.S.-MEXICAN TRADE AND INVESTMENT DATA, GAO/GGD-92-131 (Sept.
1992); Canute James, U.S. Envoy Says NAFTA Will Change Hemisphere's Investment
Climate, J. COM., Sept. 30, 1992, at A4.

40. NAFTA, supra note 2, vol. I., pt. 2, ch. 7; Proposed NAFTA, supra note 15, at
14. The term "phytosanitary," as used within this article, pertains to the certification of
plants to be free of infectious diseases.

41. NAFTA, supra note 2, vol. I., pt. 2, ch. 7.
42. NAFTA, supra note 2, chs. 12, 13, 14; Proposed NAFTA, supra note 15, at 23-

25, 28-30, 33-36. CANADIAN NAFTA MANUAL, supra note 33, at Services, Telecommuni-
cations. See Michael Arndt, Mexican Engineer's Career Path Exemplifies Nafta's Poten-
tial, J. COM., May 22, 1993, at 10A; Executives Hopeful On North American Free-Trade
Pact, J. COM., May 5, 1993, at 7A.

43. NAFTA, supra note 2, chs. 12, 13, 14.
44. Id.
45. Id.
46. Id. vol. I, pt. 5, ch. 13; Proposed NAFTA, supra note 15, at 28-30; CANADIAN

NAFTA MANUAL, supra note 33, at Telecommunications.
47. NAFTA, supra note 2, vol. I, pt. 5, ch. 13.
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NAFTA addresses the textile and apparel industries.48 Among
the topics covered are: the removal of tariffs, import quotas, and im-
port licenses; as well as new rules of origin for North American
fabrics, yarn, textiles, and apparel.49 In addition, the Agreement
eliminates impediments to various land transportation services, in-
cluding buses, trucks, and railroad businesses. 50

III. NAFTA AGRICULTURAL PROVISIONS

U.S.-MEXICO AGRICULTURAL TRADE

In 1992, U.S. exports of agricultural products to Mexico reached
$3.71 billion, an increase of twenty-six percent over the previous
year.5 ' During the same period, Mexican exports of agricultural prod-
ucts to the U.S. were $2.38 billion, a drop of 5.2% over the previous
year.5

2

As a result of NAFTA's implementation, one-half of U.S. agricul-
tural exports to Mexico will enter duty free. 53 Most of the remaining

48. Id. vol. I, pt. 2, ch. 3, annex 300B, 3-B-1 to 3-B-2, 3-B-31 to 3-B-32; Proposed
NAFTA, supra note 15, at 6-7.

49. NAFTA, supra note 2, vol. I, pt. 2, ch. 3, annex 300B.
50. Id. vol. II, annex I, at I-U-19, I-M-37, I-M-69 to I-M-70; Proposed NAFTA,

supra note 15, at 26. See Dane Schiller, The "Northern-Most Port": Brownsville-Mata-
moros Prepares For NAFTA, Bus. MEX., Apr. 1992, at 12.

51. U.S. DEP'T OF COM., INT'L TRADE ADMIN., U.S. FOREIGN TRADE HIGHLIGHTS
1992 45 (June 1993) [hereinafter FOREIGN TRADE]. "For the most part, U.S.-Mexican
trade in agriculuture is complementary. ... U.S. exports of farm products to Mexico are
led by grains, oilseeds, and animal products. U.S. imports of farm products from Mexico
are dominated by fruits and vegetables, live cattle, and coffee.... [Also,] [h]arvest and
marketing periods in Mexico typically complement U.S. production, but some seasonal
overlap occurs." CONGRESSIONAL BUDGET OFFICE, CBO PAPERS, AGRICULTURE IN THE
NORTH AMERICAN FREE TRADE AGREEMENT, at 5, 7 (May 1993) [hereinafter CBO AGRI-
CULTURE]. See generally Michael Zamba, Farmers Forecast Bumper Export Crop To
Mexico, CHRISTIAN SCI. MONITOR, Sept. 18, 1992, at 8. Mary Witoshynsky, Agriculture:
Everything From Soup To Nuts, Bus. MEX., Dec. 1991, at 35.

52. FOREIGN TRADE, supra note 51, at 49. See Michael Stuart, General Manager,
Florida Fruit & Vegetable Association, Address Before the House Comm. on Ways and
Means 365 (Sept. 23, 1993); U.S. GAO, BRIEFING REPORT TO THE CHAIRMAN, COMM. ON
AGRICULTURE, HOUSE OF REP., U.S.-MEXICO TRADE: TRENDS AND IMPEDIMENTS IN AGRI-
CULTURAL TRADE, GAO/NSIAD-90-85BR 30 (Jan. 1990) [hereinafter TRENDS AND IMPED-
IMENTS]. "Agriculture is an important element of Mexico's economy. It accounts for
about 9 percent of the country's GDP and employs roughly 26 percent of its active work
force. Mexico has approximately 57 million acres of arable land, or .7 acres for each
person. (In comparison, the United States has about 464 million acres of arable land, or
1.9 acres for each person.)" CBO AGRICULTURE, supra note 51, at 5. See Stephen Baker,
Mexico: The Salad Bowl Of North America?, Bus. WK., Feb. 23, 1991, at 70; Kenneth
Shwedel, Will The Countryside Modernize? Agricultural Policy In The Salinas Adminis-
tration, Bus. MEX., July 1991, at 24.

53. OFFICE OF THE U.S. TRADE REP., THE NORTH AMERICAN FREE TRADE AGREE-
MENT - MARKET ACCESS: GOODS (Aug. 1992) 2 [hereinafter USTR MARKET ACCESS]; Ann
Driscoll, Key Provisions of the North American Free Trade Agreement, Bus. AM., Oct.
19, 1992, at 9. See NAFTA, supra note 2, at ch. 7; CBO AGRICULTURE, supra not 51, at
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Mexican tariffs on U.S. items will be removed ten years after the initi-
ation of the Agreement. 54 By the tenth year, nearly ninety-five per-
cent of U.S. agricultural exports will enter Mexico duty free. 55

Mexican tariffs on some import-sensitive products originating from
the U.S. and Canada will be phased out after fifteen years.5 6

Under NAFTA, numerous Mexican agricultural items are no
longer subject to U.S. tariffs, including: corn, grain, sorghum, barley,
malt, and soybean meal.5 7 So too, within five years of the Agree-
ment's implementation, U.S. tariffs will be removed on some - but
not all - types (or seasonal brands) of Mexican melons, cauliflower,
and asparagus, to name a few.58 Within eight years of the Agreement,

28-43; CONGRESSIONAL BUDGET OFFICE, CBO STUDY, A BUDGETARY AND ECONOMIC ANAL-
YSIS OF THE NORTH AMERICAN FREE TRADE AGREEMENT, OFFICE OF TECHNOLOGY ASSESS-
MENT 59-82 (July 1993) [hereinafter CBO]; U.S.-Mexico Trade: Pulling Together or
Pulling Apart?, ITE-545, Oct. 1992, 197-214 [hereinafter OTA]; U.S. INT'L TRADE
COMM'N, REVIEW OF TRADE AND INVESTMENT LIBERALIZATION MEASURES BY MEXICO AND
PROSPECTS FOR FUTURE UNITED STATES - MEXICO RELATIONS, Oct. 1990, USITC Pub. No.
2326, at 2-3 to 2-6.

54. Id. See Holly Neumann, 119 Partners Transform Sows'Ears Into Silk Purses,
WALL ST. J., Sept. 22, 1992, at B15; Vanguard Of Modern Mexican Agriculture, WALL
ST. J., Sept. 22, 1992, at B15. "USDA [U.S. Department of Agriculture] analysis esti-
mates that by the end of the transition period to free trade, agricultural exports will
likely total $1.5 to $2 billion higher than without NAFTA." Ambassador Carla A. Hills,
Statement Before the House Comm. on Agriculture at 4 (Sept. 16, 1992) [hereinafter
Hills - Agriculture]. See TRENDS AND IMPEDIMENTS, supra note 52.

55. Ann Driscoll, Key Provisions of the North American Free Trade Agreement, Bus.
AM., Oct. 19, 1992, at 9. See Hills - Agriculture, supra note 54, at 3-6. See also, Luis
Tellez Kuenzler, Foreign Investment Opportunities In The Mexican Agricultural Sector,
Bus. MEX., 1992, at 44 (Special edition). "In 1991, an estimated 25 percent of all U.S.
agricultural exports to Mexico were covered by Mexican import licenses. U.S. CHAMBER
OF COMMERCE, A GUIDE TO THE NORTH AMERICAN FREE TRADE AGREEMENT 44 (1992).

56. NAFTA, supra note 2, at ch. 7, annex. 704.2.
57. Potential Impact, supra note 3, at 22-4. "In 1991, 41 percent of U.S. agricul-

tural imports from Mexico entered the United States free of duty. Based on 1991 trade
levels, it is estimated that an additional 20 percent of these imports from Mexico will be
granted immediate duty-free entry under NAFTA." Id. at 22-3. "[The] key commodities
are concentrated in specific regions of Mexico: - Cotton, oilseeds, sorghum, vegetables,
wheat, and forage are produced on large, irrigated farms in the north. Two of the coun-
try's staple commodities - corn and dry edible beans - are produced on small, nonirri-
gated farms in Mexico's central states; coffee, rice, sugarcane, and traditional
plantation crops are produced in the south; cattle operations are concentrated in Mex-
ico's northern and Gulf states, but pork and poultry operations are located through out
the country." CBO AGRICULTURE, supra note 51, at 4. "Corn is grown in all 32 states [of
Mexico] by nearly three million farmers, mostly peasants working small, inefficient
fields without irrigation and at the mercy of the rains. With their families they repre-
sent nearly a quater of all Mexicans." Anthony DePalma, Mexicans Fear For Corn, Im-
periled By Free Trade, N.Y. TIMES, July 12, 1993, at A3. See Mexico: Rural Revolution,
THE ECONOMIST, Feb. 13, 1993, at 12 (U.K. Edition).

58. POTENTIAL IMPACT, supra note 3, at 22-4. "In 1991, the trade-weighted tariff on
dutiable agricultural imports from Mexico averaged 8 percent ad valorem. Agricultural
imports from Mexico that had a trade-weighted average duty of over 8 percent include
peanuts (34 percent ad valorem), citrus fruit and juice (23 percent), other fruit (13 per-
cent), sugar-containing products (10 percent), and vegtables (9 percent)." Id. at 22-3.
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U.S. tariffs will be eliminated on Mexican rice and tobacco.59 Mean-
while, U.S. tariffs on all types (or seasonal) on Mexican broccoli, cu-
cumbers, and processed vegetables will be removed within fifteen
years. 60

A portion of Mexican tomatoes, eggplants, and peppers will be
subject to U.S. safeguards and tariff protection for a period of ten
years.61 Analagously, Mexican milk powder, cheese, cotton, and
sugar-containing products will be subject to U.S. tariff-rate quotas for
a period of ten years after NAFTA implementation.62 So too, Mexican
peanuts, sugar, and frozen concentrated orange juice will be subject to
U.S. tariff-rate quotas for a period of fifteen years after NAFTA
implementation.

63

In contrast, since NAFTA's inception, a multitude of U.S. agricul-
tural products are no longer subject to Mexican tariffs, such as grain,
sorghum, eggplants, squash, and peanuts. 64 Likewise, within five
years of the Agreement's implementation, Mexican tariffs will be re-
moved on some - but not all - types (or seasonal brands) of U.S.
cauliflower, melons, dried fruits and nuts.65 Within eight years of the
Agreement, Mexican tariffs will be eliminated on beer.66 Meanwhile,
Mexican tariffs on all types (or seasonal brands) of U.S. dried onions,
processed vegtables, and frozen concentrated orange juice will be re-
moved within fifteen years. 67

Meanwhile, a portion of U.S. apples, processed potatoes, and
swine/pork are subject to Mexican safeguards and tariff protection for
a period of ten years. 68 Similarly, U.S. potatoes, poultry, eggs, animal
fats, barley/malt, and some wood products are subject to Mexican
tariff-rate quotas for a period of ten years after NAFTA implementa-
tion.69 So too, U.S. corn, dry beans, milk powder, and sugar are sub-
ject to Mexican tariff-rate quotas for a period of fifteen years after
NAFTA implementation.70

59. POTENTIAL IMPACT, supra note 3, at 22-3.
60. Id.
61. Id. In 1991, U.S. exports of poultry to Mexico reached $U.S. 122 million, while

Mexico did not have any such exports to the U.S. Id. at 28-1.
62. POTENTIAL IMPACT, supra note 3, at 22-3.
63. Id.
64. Id. at 22-5.
65. Id.
66. Id.
67. Id.
68. Id. See Holly Neumann, Agriculture's Changing Focus On the Needs Of

Human - And Earthy - Nutrition: From Pigs To Pesticides, Bus. MEx., June 1993, at 19.
69. POTENTIAL IMPACT, supra note 3, at 22-5.
70. Id. See Charles L. Thibaut, Chairman, National Legislative Committee, Ameri-

can Sugar Cane League, Address Before the House Comm. on Ways and Means 371
(Sept. 23, 1992).
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NAFTA eliminates Mexican import licenses on twenty-five per-
cent of U.S. agricultural exports. 71 All U.S. and Mexican nontariff
barriers have been converted to either tariff-rate quotas or ordinary
tariffs.

7 2

MEXICO-CANADA AGRICULTURE

Mexico and Canada negotiated a separate agriculture arrange-
ment.73 This Mexican-Canadian arrangement gradually eliminates
all tariff and non-tariff barriers on agricultural goods, with the excep-
tion of the dairy, eggs, poultry, and sugar sectors.74 Also, Mexican
import licenses on Canadian agricultural exports are converted to tar-
iffs, and the latter will be eliminated on most items in ten years.7 5

Such changes lead to greater access to Mexico by Canadian exporters

71. NAFTA, supra note 2, at ch. 7, annex 704.2.
NAFTA will eliminate immediately Mexico's licensing requirements for wheat
and corn and will allow unrestricted access for those commodities, as well as
other grains, rice, and oilseeds and oilseed products within 10 to 15 years.
Products now subject to import licensing include corn, wheat, barley, malt, dry
beans, dairy products, poultry, eggs, animal fats/oils, and grapes, among
others. The elimination of Mexican import licenses was a priority of ours: it
will be of particular benefit for many dairy, livestock, and poultry products, as
well as exports of deciduous and stone fruits and nuts.

Hills - Agriculture, supra note 54, at 4. "Import licensing for horticultural crops effec-
tively close the Mexican border to U.S. imports during the Mexican harvest season. And
a combination of license requirements with tariff limits imports of U.S. poultry and
dairy products." Alan Barkema, The North American Free Trade Agreement: What Is
At Stake For U.S. Agriculture, in FEDERAL RESERVE BANK OF KANSAS CITY, ECONOMIC
REVIEW, 3rd Qtr., 1992, at 8-9.

72. NAFTA, supra note 2, at ch. 7, annex 704.2, sec. I, appendix A; Proposed
NAFTA, supra note 15, at 12. "TRQ's [tariff-rate quotas] will facilitate the transition
for producers of import-sensitive products in each country." Proposed NAFTA, supra
note 15, at 12. See U.S. GAO, Briefing Report to the Chairman, House Comm. on Agri-
culture, U.S.-MEXICO TRADE, EXTENr To WHICH MEXICAN HORTICULTURAL EXPORTS
COMPLEMENT U.S. PRODUCTION, GAO No. 91-94BR (Mar. 1991) [hereinafter GAO HORTI-
CULTURAL]; Matt Moffett, U.S. Appetite For Mexican Food Grows, Cooking Up Hotter
Sales For Exporters, WALL ST. J., Feb. 5, 1992, at A8. "[Clurrent patterns of trade reflect
policies toward agriculture in both countries - in the form of seasonal tariffs, quota
restrictions, import licenses, other nontariff barriers, and some domestic commodity
programs." CBO AGRICULTURE, supra note 51, at 11.

73. NAFTA, supra note 2, at ch. 7, annex 704.2; Proposed NAFTA, supra note 15,
at 12-13; CANADIAN NAFTA MANUAL, supra note 33, at NAFTA Agriculture.

Canadian exports of farm products to Mexico are led by live animals, meat,
dairy products, and cereals, but the value of those exports totaled only (Cana-
dian $) 106 million in 1990 and (Canadian $) 59 million in 1991. Mexican ex-
ports to Canada are led by vegetables and fruit (fresh and processed), coffee,
and beverages; they amounted to only (Canadian $) 169 million in 1990 and
(Canadian $) 143 million in 1991.

CBO AGRICULTURE, supra note 51, at 43-44.
74. Id. See generally Anne Geyer, Putting All Their Eggs In One Basket: Jalisco

Egg Producers Unite To Enhance Productivity, Bus. MEX., Dec. 1992, at 14.
75. NAFTA, supra note 2, at ch. 7, annex 704.2; Proposed NAFTA, supra note 15,

at 12-13; CANADIAN NAFTA MANUAL, supra note 33, at NAFTA Agriculture. See CBO,
supra note 53, at 60-61; CBO AGRICULTURE, supra note 51, at 43-45.
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of pork, apples, and potato products.7 6 Likewise, Canada exempts
Mexico from import restrictions covering wheat, barley, beef and veal,
and margarine. 7 7 Canada and Mexico will at once or within five years
remove tariffs on many fruit and vegetable products. 78 Tarriffs will be
removed from the remainder of fruits and vegetables over the next ten
years. 79 The Agreement removes Mexican tariffs on Canadian dried
peas, mustard flour, millet, honey, lentils, rye, and buckwheat.8 0 Yet,
Mexican tariffs on Canadian corn and some dried beans will not be
removed for ten and fifteen years, respectively.8 1

AGRICULTURE: GENERAL PRINCIPLES

As noted above, the Agreement provides for special safeguards
during the first ten years.8 2 The special safeguard provisions may be
used by the aggrieved party when imports reach a predetermined trig-
gering level.8 3 If the triggering level is met, then the importing nation
may implement the lesser of the tariff rate that was in existence when
the NAFTA came into effect and the then-current most-favored-nation
rate.8 4 Depending upon the agricultural good, the tariff rate may be
applied for the remainder of the season or calendar year.8 5

In addition, the NAFTA participants promised that they would
strive to transform their respective domestic support measures to-

76. Id.
Given our [Canada's] complementary climatic conditions, Mexico will remain
an important market for Canadian grains and oilseeds .... Changes in the
eating patterns of Mexicans, due to urbanization and higher incomes, have
given Canadian specialty foods products (such as cookies and biscuits, frozen
potato products and other frozen and microwavable products, bottled water,
and convenience and snack foods) a market niche in Mexico in competition with
many American food products.

EXTERNAL AFFAIRS AND INTERNATIONAL TRADE CANADA, THE NORTH AMERICAN FREE
TRADE AGREEMENT: AN OVERVIEW AND DESCRIPTION VII (Aug. 1992).

77. Proposed NAFTA, supra note 15, at 13. See NAFTA, supra note 2, vol. I, pt. 2,
ch. 7, annex 703.2, sec. B, at 7-16.

78. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, at 7-16.
79. Id.
80. CANADIAN NAFTA MANUAL, supra note 33, at NAFTA - Agriculture.
81. Id.
82. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, art. 703, at 7-1 to 7-2. Proposed

NAFTA, supra note 15, at 13. See Barkema, ECONOMIC REVIEW, at 13-14.
Each of NAFTA's bilateral agreements contains special safeguards for a limited
number of import-sensitive products in each country to prevent rapid surges in
imports of those products once NAFTA is put in place. The U.S.- Mexican spe-
cial safeguards are set up as TRQs with 10-year periods of transition. The
within-quota amounts for each product would increase by 3 percent each year,
compounded, and would be subject to the applicable preferential rate of duty
established under NAFTA.

CBO AGRICULTURE, supra note 53, at 23-24.
83. CBO AGRICULTURE, supra note 53, at 23-24.
84. Id.
85. Id.
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wards a less obtrusive scheme.8 6 In that regard, the nations agreed to
permit adjustments to domestic support mechanisms provided that it
is otherwise in compliance with obligations under other international
trade agreements (GATT).87

Moreover, the NAFTA participants determined that export subsi-
dies may be used solely to respond to subsidized imports from non-
NAFTA countries.88 The procedures set out in responding to subsi-
dized exports are three-fold.89 First, the NAFTA exporting nation
must provide three days' notice of its intent to introduce a subsidy on
agricultural exports to a different NAFTA nation. 9° Second, when the
exporting NAFTA nation perceives that a different NAFTA nation is
importing subsidized non-NAFTA agricultural products, it may ask
for consultations on responses the importing nation could take to
counter the effect of such subsidized imports.91 Third, if the import-
ing nation adopts measures to respond to that subsidy, then the
NAFTA exporting nation will not impose its own export subsidy.92

Concurrently, the Agreement provides special rules of origin regard-
ing trade in agriculture. 93

86. Id.
Mexican farm policies boost incomes of small farmers by supporting prices of
farm products and by subsidizing pruchases of farm inputs, such as petroleum
products, credit, irrigation, and crop insurance. CONASUPO... is the govern-
ment entity responsible for implementing Mexican farm programs.
CONASUPO buys commodities from farmers at high prices, supporting farm
incomes while reducing consumer food costs. The higher producer prices are in
turn supported by trade barriers that limit the inflow of cheaper farm products
from the United States and elsewhere.

Barkema, ECONOMIC REVIEw, 3rd Qtr. at 8.
87. Proposed NAFTA, supra note 15, at 13.
88. NAFTA, supra note 2, at vol. I, pt. 2. ch. 7, art. 705, at 7-3.
89. Id.; see Proposed NAFTA, supra note 15, at 13.
90. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, art. 705 at 7-3. See Proposed NAFTA,

supra note 1.5, at 13.
91. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, art. 705, at 7-3 to 7-4. See Proposed

NAFTA, supra note 15, at 13-14.
92. NAFTA, supra note 2, at vol. I, pt. 2, ch. 7, art. 705, at 7-3 to 7-4. See Proposed

NAFTA, supra note 15, at 13.
93. NAFTA, supra note 2, at vol. I, pt. 2, ch. 4, at 4-1; CBO AGRICULTURE, supra

note 53, at 26.
[S]pecial rules of origin would apply to some items:

* For dairy products, no non-NAFTA milk or mil products may be used to
make milk, cream, cheese, yogurt, ice cream, or milk-based drinks.

- For citrus products, all single-stength juices must be made from 100 per-
cent NAFTA fresh citrus fruit. Reconstituting concentrated juices or fortifying
juices does not confer origin. There is no de minimis allowance for citrus prod-
ucts. (Under a de minimis allowance, or rule, a certain percentage of the value
of a good-typically 7 percent-may derive from nonqualifying materials without
losing eligibility for preferential treatment.)

a For coffee, roasting, decaffeinating, grinding, or packaging does not con-
fer origin. The rule of origin for coffee is a "bean forward" rule. Coffee beans (93
percent or more) must be grown in NAFTA territory to qualify for preference
under the agreement.
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Other agriculture-related areas that are covered in NAFTA are
those relating to agricultural marketing standards, resolution of com-
mercial disputes, and resolution of government disputes. 94 With ref-
erence to agricultural marketing standards, the Agreement provides
that when the U.S. and Mexico (or Canada and Mexico) apply rules
relating to classifying, grading, or marketing a domestic agricultural
product, they must provide no less favorable treatment to similar
products from the different nation for processing.95

Under the Agreement, the parties will establish an Advisory Com-
mittee on Private Commercial Disputes regarding Agricultural Goods
that will recommend systems for the prompt and effective resolution
of commercial disputes. 96 Moreover, a trilateral committee on Agri-
cultural Trade, consisting of government representatives, will monitor
and promote the implementation and administration of this area of
trade.

97

SANITARY AND PHYTOSANITARY MEASURES

This section of NAFTA focuses on the establishment and enforce-
ment of standards for the protection of human, animal, and plant life,
as well as standards for health risks due to animal pests or plant dis-
eases, food additives, or food contaminants. 98While providing that
each NAFTA country may establish its own sanitary and phytosani-
tary rules, the Agreement stipulates that such measures must be
based on scientific principles and risk assessment and must be applied
only to the extent necessary to meet the country's chosen level of pro-

CBO AGRICULTURE, supra note 53, at 26.
Other special rules of origin for agricultural products include: cocoa, cigarettes and

cigars, peanut products, crude vegetable oils, and sugar. Id.
94. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, arts. 706, 707, & annex 703.2, sec. A,

sec. B, at 7-4, 7-5, 7-14, 7-18. See CBO AGRICULTURE, supra note 53, at 24.
95. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, secs. A & B, at 7-14, 7-18.

See Proposed NAFTA, supra note 15, at 14.
96. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, at 7-5. See Proposed NAFTA, supra

note 15, at 14.
97. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, art. 706, at 7-4. See Proposed NAFTA,

supra note 15, at 14.
98. Proposed NAFTA, supra note 15, at 14. See NAFTA, supra note 2, vol. I, pt. 2,

ch. 7, arts. 709 - 724, at 7-30 to 7-44.
Quality, health, and sanitary standards play a prominent role in regulating
U.S. imports of horticultural and livestock products from Mexico. For example,
the United States strictly regulates the use of farm chemicals on imported hor-
ticultural crops. Mexican authorities also cooperate with the U.S. Department
of Agriculture to limit the spread of the Mediterranean and Mexican fruit flies
into U.S. citrus producing areas.

Barkema, ECONo'IIIC REVIEW, 3rd Qtr. at 9.
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tection.9 9 They must not be established to promote unfair discrimina-
tion, or to serve as disguised restrictions on trade. 10 0

In addition, the Agreement calls for member nations to strive to
establish harmonized standards. 1 1 The Agreement furthers proce-
dural transparency by generally requiring public notice prior to the
adoption or modification of sanitary and phytosanitary measures that
may affect North American trade.' 0 2 Furthermore, the Agreement
creates rules for the applicability of sanitary and phytosanitary guide-
lines for regional conditions. 10 3 More specifically, NAFTA furnishes
rules regarding pest- or disease-free areas and areas of low pest or
disease prevalence. 10 4

As expected, NAFTA provides rules covering procedures for ap-
propriate implementation of various sanitary and phytosanitary
measures.' 0 5 These guidelines permit the sustained operation of do-
mestic control, inspection and approval procedures, including national
systems for approving the use of additives or for having tolerances for
contaminants in beverages, foods, or feedstuffs. 10 6 It is noteworthy

99. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, arts. 712, 715, at
7-30, 7-33. See Proposed NAFTA, supra note 15, at 15.

As a former Secretary of Agriculture, I am thoroughly familiar with the high
standards of food safety that we enforce in the United States. I helped create
and enforce many of these standards. I am confident that the text of the agree-
ment before you maintains these high standards with respect with food and
produce entering the United States across the Mexican border. Mexico has
adopted food safety standards virtually identical to those in the United States
... At this time, there is no question that Mexican enforcement needs to be
improved.

Hon. John R. Block, President, National-American Wholesale Grocers' Association and
International Foodservice Distributors Association, Address Before the House Comm. on
Ways and Means 355 (Sept. 23, 1992) [hereinafter Block].

100. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 712, at 7-31.
In Mexico

continual revision and the nontransparency of standards and sanitary and
phytosanitary regulations often create problems for U.S. agricultural products
due to inconsistent administration of these policies. For example, new fumiga-
tion requirements on U.S. peach exports considerably slowed access to the
Mexican market in 1992. [U.S.] plum, pear, cherry, apricot and nectarine ex-
ports were also adversely affected by changing phytosanitary requirements; in
fact, no U.S. plums were exported to Mexico in 1992, due to problems in ad-
ministering the phytosanitary rules.

OFFICE OF THE U.S. TRADE REP., 1993 NATIONAL TRADE ESTIMATE REPORT ON FOREIGN

TRADE BARRIERS 187 (1993) [hereinafter USTR].
101. NAFTA, supra note 2, at vol. I, pt. 2, ch. 7, annex 703.2, arts. 709, 713, at 7-30

to 7-31.
102. Id. art. 718, at 7-37; Proposed NAFTA, supra note 15, at 16.
103. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex B, sec. B, art. 716, at 7-34 to 7-

35. Proposed NAFTA, supra note 15, at 16.
104. NAFTA, supra note 2, vol. I, pt. 2. ch. 7, annex B, sec. B, art. 716, at 7-34 to 7-

35; Proposed NAFTA, supra note 15, at 16.
105. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 717, at 7-35.
106. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 717, at 7-35 to

7-37. See Proposed NAFTA, supra note 15, at 16.
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that these rules must be carried out in accordance with national treat-
ment, procedural transparency, and timeliness.10 7 In addition, prior
to a NAFTA party adopting or modifying a federal, state, or provinicial
sanitary or phytosanitary measure, proper notification, publication,
and access to information must be provided to the other parties.' 08

Moreover, the three nations agreed to enhance the implementa-
tion of sanitary and phytosanitary measures by encouraging techical
advice through research, processing technologies, infrastructure, and
the establishment of national regulatory bodies.10 9 Also, the Agree-
ment provides for the establishment of a Committee on Sanitary and
Phytosanitary Measures. 110 The Committee is charged with facilitat-
ing the enhancement of food safety and sanitary conditions in the free
trade area, promoting the harmonization and equivalence of sanitary
and phytosanitary measures, as well as facilitating technical coopera-
tion and consultations."'

IV. THE GENERAL IMPLICATIONS OF NAFTA

AGRICULTURAL PROVISIONS

OVERVIEW

It is likely that the impact of NAFTA on U.S. agricultral produc-
tion and employment will be small with slight gains and losses in spe-
cific sectors. 112 Predictions are that U.S. investment in Mexican

107. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 717, at 7-35 to
7-37. See Proposed NAFTA, supra note 15, at 16.

108. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 718, at 7-37 to
7-38.

The Mexican government has been slow to respond to U.S. government and
industry requests to verify various states' eligibility to ship apples to Mexico.
More than a year after several counties in the state of Idaho first requested
permission to export apples, the Mexican government still has not verified the
eligibility of that state to export apples to Mexico.... Development of satisfac-
tory phytosanitary work plans for imports of peaches, pears, nectarines, plums,
and cherries has also been cumbersome.

USTR, supra note 100, at 188.
109. NAFTA, supra note 2, vol. I, pt. 2, ch. 7, annex 703.2, sec. B, art. 720, at 7-39.
110. Id. sec. B, art. 722, at 7-40.
111. Id.
112. See OTA, supra note 53, at 197-198, 212-214. POTENTIAL IMPACT, supra note 3,

at 22-1; CBO AGRICULTURE, supra -note 53, at 28-39. See Victoria McNamara, Trade
Pact May Benefit Oil, Farms, Hous. POST, Aug. 4, 1992, C1.

Most studies, in considering each country's farm sector as a whole indicate that
U.S. producers would gain from the agreement but that those in Mexico would
lose. The effect of the agreement would vary for specific commodities within
each sector. U.S. producers of grains, oilseeds, and some animal products
would benefit, and U.S. producers of some horticultural products could face ad-
ditional competition.

CBO AGRICULTURE, supra note 53, at 28. Overall,
Mexican agriculture faces a more troubled future than U.S. agriculture, partic-
ularly in the traditional sector. Rapid population growth, urbanization, and
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agriculture will rise due to the Agreement, particularly in the alco-
holic beverage, citrus, grains and oilseeds, certain frozen vegtables,
poultry, and fish sectors. 113 U.S. direct investment in Mexican food
and kindred products is significant, reaching $932 million in 1991.114
A large portion of that figure was investment in the sectors of frozen
vegtables, grain and oilseed processing, citrus, poultry, and distilled
spirits.115

Moreover, U.S. exports to Mexico of grains and oilseeds, certain
fruits (particularly deciduous fruit and fresh citrus), pork and swine,
meat offals, poultry, canned sardines, alcoholic beverages, dairy prod-
ucts, lumber and wood products, and cotton are expected to increase
in the long term.116 It is projected that NAFTA will increase Mexican

rising per capital income suggest that demand for food could increase at 5 to 6
percent per year, with Mexico likely to become more dependent on imported
food. The agricultural sector must overcome a decade of declining investment,
adjust to lower government supports and subsidies, and contain rapidly costs
per unit output - all the while depending on outsiders for technology.

OTA, supra note 53, at 213-214.
113. POTENTIAL IMPACT, supra note 3, at 22-1; Henry Schacht, Agricultural Trade

Balance To Show Big Surplus Again, S.F. CHRON., Jan. 4, 1993, at B 2.
Investments will continue, but-given that, for instance, a canning plant forto-
mato products costs $35 million to $45 million-only where significant long-
term cost advantages seem assured. At present, Mexico has considerable excess
capacity for processing frozen vegetables. This promises to discourage addi-
tional investment for export until the market expands, unless new plants can
achieve absolute cost advantages against competitors pricing at variable cost.

OTA, supra note 53, at 202.
Rather than investing in maquila-like operations in Mexico, U.S. feedlot opera-
tors and packers-facing a saturated market in the United States-will probably
seek to expand into Mexico through acquisitions, joint ventures, and wholly-
owned subsidiaries with the aim of serving the Mexican market as it expands.

OTA, supra note 53, at 210. In 1990, of the 50 largest U.S. food-processing firms, 14 had
33 affiliates or joint ventures in the Mexican food and feed processing sector. U.S. DEP'T
OF AGRICULTURE, MEXIco's FooD INDUSTRY 29-31 (Apr. 1991).

114. U.S. DEP'T OF COM., SURVEY OF CURRENT BUSINESS 125 (1992).
A NAFTA would expand the market opportunities for larger Mexico-based as
well as U.S.-based food processors as teh two industries integrate on a regional
basis. It would also accelerate the consolidation and rationalization of the Mex-
ican food processing industry, with new competition leading to the exit or
merger of smaller firms without a defendable market niche or other source of
advantage.

OTA, supra note 53, at 202. "On November 10, 1992, Mexico increased duties on cattle
and beef from an applied rate of zero to 15 percent for live slaughter cattle; 20 percent
for fresh or chilled carcass and custs of beef; and 25 percent for frozen cuts of beef."
USTR, supra note 100, at 185-186.

115. POTENTIAL IMPACT, supra note 3, at 22-3.
116. POTENTIAL IMPACT, supra note 3, at 22-1; CBO AGRICULTURE, supra note 53, at

30-34.
Mexico is currently the third largest export market for U.S. red meats, taking $
472 million, or 11 percent of exports .... Most U.S.beef goes to supply the
tourist trade and wealthy consumers who can afford it, although Mexico also
buys some cheap cuts and products that have little appeal here.. .Mexico cow-
calf operators can compete successfully with their U.S. counterparts becasue



exports of citrus juice (particularly frozen concentrated orange juice),
fresh cut roses, and certain frozen vegtables to the U.S. in both the
short- and long-term.' 17 Similarly, Mexican exports of specific fruits
(particularly grapes, melons, and strawberries), poultry, shrimp,
mackeral, and tuna to the U.S. will likely rise in the long-term."l 8

Overall, NAFTA's effects on U.S. agricultural production and em-
ployment will be minor. 119 Small employment and production gains
are expected in the oilseeds and grains sectors (specifically corn and
soybean farmers) and in Maine's canned sardine industry. 120 The
harmful effects of NAFTA on U.S. domestic production and employ-
ment include the Florida citrus industry, processors of some frozen
vegetables, and the fresh cut flower industry. 121 In addition, due to
disparate transportation costs, U.S. agricultural producers who com-
pete with their Canadian counterparts in the Mexican market will
likely gain more from NAFTA than the Canadians. 122

V. THE IMPACT OF NAFTA ON SELECTED AGRICULTURAL

SECTORS

GRAINS AND OILSEEDS

In 1991, U.S. exports of grains and oilseeds to Mexico were $U.S.
1.35 billion, U.S. imports from Mexico of such items reached only
$U.S. 45 million during the same period. 123 Mexico has protected and
aided its farmers, who have specialized in corn, wheat, and sorghum

both labor and land costs are important in breeding and raising calves for sale
to feedlots.

OTA, supra note 53, at 207, 209, 210.
117. POTENTIAL IMPACT, supra note 3, at 22-1, 22-4.
118. Id. at 22-3. See also Chris Aspin, Seafood For Sale, Bus. MEX., Dec. 1991, at

40; Laurence Iliff, Conservation Or Conspiracy? Mexican Tuna Embargo Theories Ignore
Environmental Concerns, Bus. MEX., Apr. 1991, at 27.

119. POTENTIAL IMPACT, supra note 3, at 22-4; OTA, supra note 53, at 197-214; CBO,
supra note 53, at 59-82; CBO AGRICULTURE, supra note 53, at 1-45. See Juanita Darling,
Fearing A Bitter Harvest, L.A. TIMES, Mar. 16, 1992, at D1; Scott Pendelton, NAFTA
Will Benefit U.S. Agriculture In The Long Run, CHRISTIAN SCI. MONITOR, Aug. 13, 1992,
at 6; Jerri Stroud, Farmers Hopeful, Cautious, ST. Louis POST - DISPATCH, Aug. 13,
1992, at B1; Michael Arndt, Farmers See No Great, New Bounty, CHICAGO TRis., May 2,
1993, at 7.

120. Potential Impact, supra note 3, at 22-4 to 22-5. David Scott, Trade Deal With
The United States Puts Many Mexican Farmers At Risk, CHRISTIAN SCI. MONITOR, Nov.
4, 1992, at 10.

121. Potential Impact, supra note 3, at 22-5. See David Scott, NAFTA's Mixed Bless-
ing For Farm Workers, CHRISTIAN ScI. MONITOR, June 15, 1992, at 7.

122. POTENTIAL IMPACT, supra note 3, at 22-6.
123. Id. at 23-1; CBO, supra note 53, at 65; CBO AGRICULTURE, supra note 53, at 14.

See Michael Arndt, Midwest Farmers Can Taste Big Gains In Mexico Trade, CHICAGO
TRIB., May 2, 1993, at 4.
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production. 124 The U.S. is likely to benefit from expanded Mexican
imports of oilseed products and grains as Mexico's farmers' tariff and
nontariff barriers are removed over a fifteen-year period. 125 More
specifically, increases in U.S. production and employment is expected
primarily in the corn producing states.126 Whereas the U.S. assists its
exporters of grain and oilseed products to Mexico through the use of
export credit guarantees and the export enhancement program, Can-
ada utilizes transportation subsidies for its sales to Mexico. 127

The average U.S. tariffs on Mexican grains and oilseed products
from Mexico are two percent, although most enter duty free under
most-favored-nation ("MFN") or the Generalized System of Prefer-
ences ("GSP") designation.128 Under NAFTA, U.S. tariffs on Mexican

124. POTENTIAL IMPACT, supra note 3, at 23-1. A better understanding of producer
and consumer subsidy equivalents in Mexico is attained upon review on such subsidiza-
tion on particular crops: 1) corn (producer subsidy equivalent is 75%, consumer subsidy
equivalent is 59%); 2) sorghum (producer subsidy equivalent is 59%, consumer subsidy
equivalent is 40%); 3) wheat (producer subsidy equivalent is 20%, consumer subsidy
equivalent is 1%); 4) soybeans (producer subsidy equivalent is 52%, consumer subsidy
equivalent is 42%); drybeans (producer subsidy equivalent is 16%, consumer subidy is
89%). Barkema, ECONOMIC REVIEW, at 16.

125. POTENTIAL IMPACT, supra note 3, at 23-1; CBO AGRICULTURE, supra note 53, at
30-33.

U.S. exports of grains and oilseeds are expected to grow under NAFTA, but the
extent and composition of that growth would depend, in part, on unilateral
changes in Mexico's domestic policies toward agriculture... Although NAFTA
would not require the elimination of domestic programs for agriculture, it
would undermine efforts to support domestic prices and control the use of corn
by removing barriers to trade and placing downward pressure on prices in
Mexico.

CBO AGRICULUTRE, supra note 53, at 30. In the long-term, U.S. exports to Mexico are
expected to rise accordingly: barley (450%), rice (39%), sorghum (1%), wheat (46%), corn
(381%), fats and oils (38%), soybeans (2%), and soybean meal (50%). POTENTIAL IMPACT,
supra note 3, at 23-3.

126. POTENTIAL IMPACT, supra note 3, at 23-1; CBO AGRICULTURE, supra note 53, at
30-33. "In the long term, U.S. production of grain and oilseed products and employment
on grain and oilseed farms are expected to increase by no more than 3 percent." Poten-
tial Impact, supra note 53, at 23-4.

Mexican producers of grains and oilseeds could face competition from U.S. pro-
ducers within 10 to 15 years .. .Although U.S. grain and oilseed producers
would gain from NAFTA, the benefits would be modest. U.S. exports to Mexico
are currently a small fraction of total U.S. production for most commodities and
are likely to remain a small fraction of the post transition market.

CBO AGRICULTURE, supra note 53, at 30, 32.
127. POTENTIAL IMPACT, supra note 53, at 23-2.

In a letter to Mexican President Carlos Salinas de Gortari, the two senators
[Dole and Baucus] urged that Mexico determine whether government subsidies
in Canada are depressing the price of wheat shipped to Mexico . .. [Baucus]
complained that Canadian wheat subsidies have allowed that nation to capture
75% of the Mexican wheat market in less than three years.

John Maggs, Dole, Baucus Insist Mexico File Trade Complaint Against Canada, J. COM.,
July 16, 1993, at 3A.

128. POTENTIAL IMPACT, supra note 3, at 23-2; CBO AGRICULTURE, supra note 53, at
30-33.
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grain, sorghum, barley and malt, soybean meal, corn, and some vege-
table oils (peanut, olive, linseed, corn, sesame, jojoba, and castor oils)
are reduced. 129 Yet, U.S. tariffs on Mexican wheat, soybean oil, rice,
sunflowerseed oil, cottonseed oil, and safflower oil will be removed
during either a five- or ten-year period. 130

Previously, Mexico restricted imports of U.S. grain and oilseed
products by using tariffs, import licensing, and import quotas.13 1 The
Agreement replaced an import-licensing system with tariff rate quotas
for corn, barely, and malt, and with a tariff for wheat.'3 2 Current
Mexican tariffs on U.S. grain and oilseed products, which now range
between ten to twenty percent, will be removed over ten- and fifteen-
year periods. 13 3

Mexico will transform its import-licensing system for corn into a
tariff-rate quota for a period of fifteen years.134 Analagously, the Mex-
ican import-licensing system for barley and malt will be changed with
a tariff-rate quota in existence for ten years. 13 5 Mexico's fifteen per-
cent seasonal tariff on sorghum has been removed. 136 Moreover, the
fifteen percent seasonal tariff on U.S. soybeans has been decreased to

129. CBO AGRICULTURE, supra note 53, at 30-33.

130. POTENTIAL IMPACT, supra note 3, at 23-2. "U.S. imports of these products from
Mexico would only be negligibly affected, because of Mexico's poor endowment of arable
land suitable for such crops." Id.

131. CBO AGRICULTURE, supra note 53, at 31; Potential Impact, supra note 3, at 23-
2. Among current Mexican import policies for various crops are: corn (license); sorghum
(seasonal tariff); wheat (license and ordinary tariff); rice (ordinary tariff); barley (license
and ordinary tariff); soybeans (seasonal tariff); and dry edible beans (license). CBO AG.
RICULTURE, supra note 53, at 31. "The competitive position of grain and oilseed farmers
is significantly influenced by the costs of production (primary land, machinery, and
chemicals), the natural resource base (arable land and rainfall patterns), and the
strength of agri-business support industries (transportation, storage, marketing, and
research functions)." Id.

132. POTENTIAL IMPACT, supra note 3, at 23-2.
133. CBO AGRICULTURE, supra note 53, at 31; Potential Impact, supra note 3, at 23-

2. Mexican tariff phase-out periods for particular U.S. grains and oilseeds are as fol-
lows: corn (15 years); sorghum (immediate); wheat (10 years); rice (10 years); barley (10
years); soybeans (10 years); and dry edible beans (15 years). CBO AGRICULTURE, supra
note 53, at 31.

134. CBO AGRICULTURE, supra note 53, at 31; CBO, supra note 53, at 74-75; POTEN-
TIAL IMPACT, supra note 3, at 23-2.

135. CBO AGRICULTURE, supra note 53, at 31; CBO, supra note 53, at 76-77; POTEN-
TIAL IMPACT, supra note 3, at 23-2.

Mexico maintains an extensive agricultural price-support program for basic
food, oilseed, and feed grains. To enforce this system, since its domestic prices
tend to be above world prices, Mexico requires import licenses for many grain
and oilseed products. Imports of grain and oilseeds, including those from the
United States, are generally done under permit for a specific amount.

Id.
136. CBO AGRICULTURE, supra note 53, at 31.
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ten percent and will be subsequently phased out over the next ten
years. 137

Next, NAFTA results in a significant increase in U.S. investment
in Mexican grain and oilseed processing, specifically in grain eleva-
tors. 138 A number of leading U.S. food processors of oilseeds and
grains have already operated in Mexico, including Ralston Purina
(animal-feed plants and breakfast-cereal plant), CPC International
(corn-refining plant), PepsiCo (fat, oils, and cereal), and Sara Lee
(bread and bakery goods). 139 Grupo Industrial Maseca, the Mexican
grain and oilseed processing giant, has penetrated the U.S. market
while establishing three U.S. plants that produce corn flour and
twelve plants that make tortillas. 140

VEGETABLES

In 1991 U.S. exports of vegetables to Mexico reached $U.S. 71 mil-
lion, while Mexican exports of these items to the U.S. were an as-

137. Id.
138. POTENTIAL IMPACT, supra note 3, at 23-3. According to some estimates, by 1995

U.S. exports of corn, wheat, and soybeans to Mexico will increase by 5.9%, 1.2%, and 2%,
respectively. Barkema, ECONOMIC REVIEW, supra note 64, at 12.

The farmers in the United States maintain a competitive advantage over those
in Mexico in natural resources, marketing, and agri-business support. In the
processing industries, U.S. firms tend to be capital and energy-intensive, using
modern technology and marketing systems (transportation and storage). U.S.
processors tend to be larger and lower cost producers than Mexican processors.
In addition, the underdeveloped rail and storage system in Mexico significantly
hinders the efficiency of both its farmers and processors.

139. MEXICAN INVESTMENT BOARD, THE AGRIBUSINESS SECTOR, 10-15 [hereinafter
AGRIBUSINESS].

U.S. based processors and distributors have moved into Mexico for three major
reasons: 1. low costs; 2. rising U.S. demand for fresh fruits and vegetables in
season and out; and 3. Mexico's expanding domestic market for processed food,
and for off-season fresh produce that can be supplied from the United States.

OTA, supra note 53, at 202. See U.S. DEP'T COM., MExico's FOOD INDUSTRY DRAws U.S.
INVESTMENT, AGRICULTURAL OUTLOOK 29-31 (Apr. 1992) [hereinafter MExiCO'S FOOD].
"Grupo Industrial Bimbo is the largest food company in Mexico, with annual sales in
excess of one billion dollars . . . In addition to baked goods, other Bimbo companies
produce salted snacks, candy, chocolates, jams, fruits and fruit bases, vegetables." MEX-
ICAN INVESTMENT BOARD, MEXICO'S LARGEST BAKING COMPANY VENTURES INTo AGRICUL-
TURE, 1.

140. POTENTIAL IMPACT, supra note 3, at 23-3. MEXICO's FOOD, supra note 202, at
23-3.

Trade with Mexico has been growing rapidly in recent years. With the adoption
of NAFTA, Mexico is going to become our next great export market. In fact,
several ... companies are exploring trade possibilities with Mexico, including
Flwming Cos. out of Oklahoma City. That is a $13 billion food wholesaler, and
Labatt Food Service, a food service distributor, out of San Antonio, Tex., and
that is going - there will be many more companies taking advantage of this
opportunity if this agreement is passed.

Block, supra note 99, at 356.
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tounding $U.S. 880 million. 14 1 This trade surplus for Mexico is due
partly to its success in producing attractive winter vegetables: In
1991, Mexican exports of certain winter vegetables to the U.S. reached
$U.S. 498 million. 14 2

As in grains and oilseeds, the overall impact of NAFTA on the
U.S. vegetable products area will likely be small. 143 Yet, U.S. growers
of farm products that are in direct competition with Mexican exports
of fresh winter vegetables will probably experience great effects of the
Agreement. 14 4 In addition, U.S. growers and producers of asparagus,

141. POTENTIAL IMPACT, supra note 3, at 24-1. "Mexico supplies more than 80 per-
cent of all fresh vegetables imported by the United States - not surprising given that
fresh vegetables do not travel well." OTA, supra note 53, at 201. All Mexican vegetable
exports consisted of the following: tomatos (48.4%), others (21.6%), onions (7.9%), pick-
les (7.5%), pumpkins (7.3%), chickpeas (3.9%), and garlic (1.1%). AGIBUSINESs, supra
note 139, at 9.

142. POTENTIAL IMPACT, supra note 3, at 24-2. Approximately one-half of winter veg-
etable imports from Mexico are comprised of fresh or chilled tomatoes, the remainder
include essentially peppers, cucumbers, and squash. Id. at 24-1. These items are direct
competitors to U.S.- grown vegetables, particularly in Florida. Id.

[W]ith their warm winter weather, farmers in northwest Mexico can often pro-
duce tomatoes and other fruits and vegetables more cheaply than U.S. growers.
Because of variations in soil and climate, yields (output per acre per year) vary
greatly from place to place and year to year in both countries, but in most cases
are higher in the United States. While Mexican farmers have lower per-acre
production costs, lower yields coupled with transportation, marketing, and
other distribution expenses can offset this, depending on the product and its
final destination (and on U.S. tariff levels).

OTA, supra note 53, at 202. James McNair, Florida, Mexico Growers Battle Over To-
mato Crop., J. COM., Apr. 30, 1993, at 4A.

143. CBO, supra note 53, at 76-79; CBO AGRICULTURE, supra note 53, at 31; POTEN-
TIAL IMPACT, supra note 3, at 24-1.

Mexico's exports of fruits and vegetables to the United States could increase
under NAFTA and U.S. exports to Mexico of some fresh commodities - for
example, apples, pears, peaches, and high-quality citrus - could also expand
... NAFTA is expected to promote Mexican exports of fruits and vegetables to
the United States, but some of the pressure on U.S. producers (from Mexican
competitors) could be relieved if NAFTA causes incomes in Mexico to rise and
thus creates additional demand there for fresh fruits and vegetables.

CBO, supra note 53, at 76.
144. CBO, supra note 53, at 76-79; CBO AGRICULTURE, supra note 53, at 34-36; Po-

TENTIAL IMPACT, supra note 3, at 24-1.
While there is a clear pattern of complementary production for some of the
major Mexican horticultural exports to the United States, there is significant
overlap in harvest and marketing seasons for other commodities ... Mexican
horticultural exports, such as tomatoes, cucumbers, bell peppers, and
strawberries, compete directly with U.S. products.

GAO HORTICULTURE, supra note 72, at 1. Compare "If the North American free-trade
[sic] agreement goes through, as far as South Florida's tomato producers are concerned,
you'd might as well write us off," said Tony DiMare, general manager of DiMare Hom-
stead Inc., James McNair, Florida, Mexico Growers Battle Over Tomato Crop, J. COM.,
Apr. 30, 1993, at 4A, with "The Fresno-based California Tomato Board is launching a
program to more than double consumption of U.S.-grown tomatoes in Mexico City, Mon-
terrey, and Guadalajara ... This year, California shippers expect to send 7,000 metric
tons of tomatoes to Mexico but hope to increase that to 17,000 tons" under NAFTA.
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broccoli, and cauliflower likely will be negatively affected by Mexican
fresh winter vegetables. 145 Yet, the Agreement should provide fur-
ther sales opportunities in Mexico for U.S. producers of some fresh
and processed vegetables. 146 While Canadian farmers and processors
will likely compete with U.S. firms in the Mexican market, the latter
have advantages over the former in previous experience in Mexico and
proximity to the market.'4 7

NAFTA will generally result in a minor rise in U.S. investment in
the Mexican vegetable production and processing sector.' 48 Among
likely U.S. candidates for increased investment in Mexico are U.S.
food distributors, which would seek to obtain reliable supplies of raw
vegetables, as well as U.S. multinationals, which would want to ex-
pand their subsidiary freezing operations. 14 9

A majority of U.S. fresh vegetable exports to Mexico were subject
to a duty rate of ten percent.150 The majority of U.S. frozen vegetable
exports to Mexico faced a duty rate of fifteen percent, while prepared

Laura Holson, California Growers Hope To Cultivate Mexicans' Zest For Fresh Toma-
toes, J. CoM., June 1, 1993, at 5A.

145. POTENTIAL IMPACT, supra note 3, at 24-1. For a discussion of Mexican and U.S.
horticultural harvesting and marketing seasons and U.S. tariffs, see GAO HORTICUL-
TURE, supra note 72, at 12-19, 26, 30, 35, 36; TRENDS AND IMPEDIMENTS, supra note 52,
at 30, 35, & 36.

146. POTENTIAL IMPACT, supra note 3, at 24-2. See TRENDS AND IMPEDIMENTS, supra
note 52, at 10, 12; AGRIBUSINESS, supra note 139, at 17.

147. POTENTIAL IMPACT, supra note 3, at 24-2.
148. CBO AGRICULTURE, supra note 53, at 36, 38; Potential Impact, supra note 3, at

24-2. "Mexico's exports of fruits and vegetables to the United States could grow under
NAFTA... Mexican exports of cucumbers, peppers, squash, and tomatoes are expected
to grow." CBO AGRICULTURE, supra note 53, at 36, 38.

149. CBO, supra note 53, at 76-79; CBO AGRICULTURE, supra note 53, at 34-36; Po-
TENTIAL IMPACT, supra note 3, at 24-2. Under NAFTA, initial U.S. investment will
likely be geared toward production for sales in Mexico. Philip L. Martin, U.S. Agribusi-
ness Under NAFTA: Mexico - Sourcing or Direct Investment?, CENTER FOR U.S.- MEXI-
CAN STUDIES, UNIV. OF CALIFORNIA AT SAN DIEGO 2 (Fall 1992). The majority of
vegetable products processed in U.S.-owned firms in the Mexican frozen vegetable in-
dustry will be destined to the U.S. POTENTIAL IMPACT, supra note 3, at 24-4. Green
Giant is a "100 percent foreign-owned [which] processes and packages mainly vegeta-
bles in the state of Guanajuato. Its investment has spurred regional development and
introduced innovative technology. The process is vertically integrated from production
and packaging through marketing and distribution of vegetables." AGRIBUSINESS, supra
note 139, at 10.

150. POTENTIAL IMPACT, supra note 3, at 24-3.

Mexico's fruit and vegetable production industry is concentrated in the north-
western states of Sonora and Sinaloa, although production is moving into new
areas, particularly in the states of Northern and Southern Baja California. De-
velopment of the horticultural export industry was encouraged by climatic con-
ditions which made possible a counter-cyclical growing season, allowing
Mexican farmers to take advantage of the U.S. demand for winter vegetables.

TRENDS AND IMPEDIMENTS, supra note 52, at 31.
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or preserved vegetables were subject to a tariff of twenty percent.' 15

As noted previously, under NAFTA Mexican tariffs on U.S. vegetables
will be phased-out at different periods; others will be subject to tariff-
rate quotas. 15 2

In both the short- and long-term U.S. vegetable exports to Mexico
are expected to grow by nearly three percent. 153 The figure would
likely be higher save for Mexico's underdeveloped infrastructure and
distribution channels. 15 4 Yet, some U.S. fresh-vegetable growers and
vegetable freezers could experience some partial negative conse-
quences in both the near and distant future. 15 5

151. POTENTIAL IMPACT, supra note 3, at 24-3. See TRENDS AND IMPEDIMENTS, supra
note 52, at 31.

152. CBO, supra note 53, at 76-79; CBO AGRICULTURE, supra note 53, at 34-36; Po-
TENTIAL IMPACT, supra note 3, at 24-3. According to the Congressional Budget Office:

10-year periods would be used to phase out existing tariffs - some seasonal
and some year-round - on U.S. imports of avocados, cauliflower and headed
broccoli, celery, some citrus, lettuce, some melons, mushrooms, and frozen
strawberries. Phaseouts fo 15 years would apply to existing U.S. tariffs on as-
paragus, sprouting broccoli, cantaloupes and some other melons, cucumbers,
dried garlic, and dried onions... Ten-year periods of transition would apply to
existing tariffs - some seasonal and some year-round - on a similar list of
Mexican imports from the United States. The list includes asparagus, avoca-
dos, cauliflower and broccoli, celery, cucumbers, dried garlic, grapefruit, let-
tuce, nectarines, dried and fresh onions, peaches, tomatoes, and watermelons
and some other melons.

CBO AGRICULTURE, supra note 53, at 34.

153. POTENTIAL IMPACT, supra note 3, at 24-4. Under NAFTA, safeguards for U.S.
and Mexican imports of fruits and vegetables include: (1) U.S. safeguards for imports
from Mexico: tomatoes, onions and shallots, eggplants, chili peppers, squash, and
watermelons and (2) Mexican safeguards for imports from the U.S.: frozen potatoes,
dried potatoes, fresh apples, frozen french fries, and other preserved potatoes. CBO,
supra note 53, at 78.

154. POTENTIAL IMPACT, supra note 3, at 24-4. Among the weaknesses in the Mexi-
can agriculture sector are:

[1] Economies of scale are not present in most of productive land. [2] Over-
capacity in some of the food processing sectors (wheat milling, oil and protein
industry, etc.). [3] Deficiency in process control. [4] Lack of modem technology
in primary production. [5] Lack of local manufacturing in food processing
equipment. [6] Limited capabilities for new product development.

AGRIBUSINESS, supra note 139, at 16.

155. POTENTIAL IMPACT, supra note 3, at 24-5.

The expected growth in imports from Mexico would likely be concentrated in
traditionally traded goods and high-dutied products such as tomatoes, cucum-
bers, asparagus, broccoli, cauliflower, lettuce, peppers, onions, squash, avo-
cadoes, citrus fruits, grapes, melons, guavas, mangoes, and fresh cut roses. The
potential also exists for significant growth in U.S. imports of Mexican
processed products... [such as] canned items ... [-] fruit and vegetable mix-
tures, tomato pastes and sauces, and asparagus, and frozen items, such as
broccoli, cauliflower, strawberries, and orange juice concentrate.
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CITRUS PRODUCTS

In 1991, U.S. exports of citrus products to Mexico were only $1
million, while Mexican exports of these items to the U.S. were $88
million.156 More specifically, in 1991 U.S. exports of citrus juice to
Mexico was under $500,000, although Mexican exports reached $48
million. 15

The Agreement will have a small negative impact on the U.S. cit-
rus sector. 158 Following the removal of U.S. tariffs and tariff rate quo-
tas due to NAFTA, Mexican exports of citrus products are expected to
rise sharply.' 5 9 At the same time, U.S. sales to Mexico of high-grade
fresh citrus should accelerate modestly. 160 As a whole, the U.S. citrus
industry likely will experience a small decline in both production and
employment.' 6 ' Moreover, the Agreement likely will lead to addi-
tional U.S. investment in the growing and processing levels of Mexi-
can citrus operations.' 6 2

156. OTA, supra note 53, at 199; POTENTIAL IMPACT, supra note 3, at 25-1.
157. POTENTIAL IMPACT, supra note 3, at 25-2.
158. CBO, supra note 53, at 79-80; CBO AGRICULTURE, supra note 53, at 36, 39;

POTENTIAL IMPACT, supra note 3, at 25-2. "Mexican exports of orange juice to the United
States could increase under NAFTA, but the net effect on U.S. imports would be smaller
than the change in Mexican shipments because some of those shipments would displace
imports from Brazil and other non-NAFTA countries." CBO, supra note 53, at 79.

Under the proposed Agreement, the citrus industry as we know it will be dis-
mantled. [The Florida Citrus Mutual reaffirm's its position that] (1) Fresh and
processed citrus products should be excluded from the NAFTA; (2) If there is no
possibility of exclusion from the Agreement for citrus, we strongly recommend
at least a twenty-year phase-in period of no tariff reductions, with a 'drop-dead'
tariff elimination at the end of that period.

Bobby McKown, Executive Vice President, Florida Citrus Mutual, Address Before the
House Comm. on Ways and Means 504 (Sept. 22, 1992) [hereinafter McKown]. See
Thomas Spreen, Analysis Of The Impact Of The North American Free Trade Agreement
In The U.S. Citrus Industry, in THE AMERICAN FARM BUREAU RESEARCH FOUNDATION,

NORTH AMERICAN FREE TRADE AGEEMENT EFFECTS ON AGRICULTURE.

159. POTENTIAL IMPACT, supra note 3, at 25-1. "NAFTA will likely result in an in-
crease of 17 percent in U.S. imports of citrus juice from Mexico in the long term. Mexi-
can imports could dsiplace Brazilian FCOJ [frozen concentrate orange juice] in the U.S.
market." Id. at 25-3.

160. POTENTIAL IMPACT, supra note 3, at 25-2. "U.S. exports of high-quality fresh
citrus, especially navel oranges from California, could see a minor increase in the short
term, and a modest increase in the long term." Id. at 25-3.

161. POTENTIAL IMPACT, supra note 3, at 25-2. The Executive Vice-President of Flor-
ida Citrus Mutual stated that:

Processors [in Mexico] have made large investments in new state-of-the-art
juice plants juring the past few years so that as fruit output grows, 'larger
amounts of oranges will be devoted to juice production.' There are reportedly
now 22 major juice factories in Mexico ... In addition, there are 7 additional
plants of lesser size, which probably could be expanded in the longer term as
exports grow and if conditions warrant.

McKown, supra note 158, at 510.
162. CBO, supra note 53, at 80; CBO AGRICULTURE, supra note 53, at 40; POTENTIAL

IMPACT, supra note 3, at 25-2.
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Prior to NAFTA, the level of U.S. tariffs on citrus products were
between zero and thirty-three percent. 163 With the implementation of
NAFTA, a number of different U.S. tariff lines have been established
for mandarines, oranges, and tangerines, which dictate the phasing-
out of tariffs over five to ten years, depending upon the season. 164

Moreover, U.S. tariffs on most concentrated citrus juices, which cur-
rently are at twenty-seven percent, will be phased out with NAFTA
over fifteen years.165 While the U.S. tariff on lime juice is 2.6 cents
per liter, the majority of unconcentrated citrus juice is duitable at 5.3
cents per liter.166

In contrast, all U.S. citrus products, except for citrus peels, are
subject to Mexican duties of twenty percent. 167 The consequences of

Citrus-growing is a relatively labor-intensive industry that can readily utilize
Mexico's lower cost labor supply, but citrus juice processing is capital-intensive.
Infrastructure problems, particularly electrical power shortages, may inhibit
investment in the short run, Citrus grove investment is one in which returns
on investment are long term because of the many years needed to establish
mature trees.

Id. at 25-3.
The Mexican subsidiary of Tropicana has
two projects to produce and market oranges that contemplate developing 2,163
hectares each. One project is privately owned and the other is a joint venture
with 'ejido' farmers. Both projects will have a total initial investment of $ U.S.
14 million dollars. Procigo, a Mexican corporation, will handle production and
processing, and Tropicana will market the orange juice on the Mexican and
foreign markets.

AGRIBUSINESS, supra note 139, at 10.
163. CBO, supra note 53, at 80; CBO AGRICULTURE, supra note 53, at 40; POTENTIAL

IMPACT, supra note 3, at 25-2. Among the various tariffs that are applicable include:
most fresh citrus at 2.2 cents per kilogram; lemons at 2.75 cents per kilogram; and fresh
grapefruits at 1.8 to 2.9 cents per kilogram. POTENTIAL IMPACT, supra note 3, at 25-2.

164. POTENTIAL IMPACT, supra note 3, at 25-2. The Executive Vice-President of Flor-
ida Citrus Mutual noted,

The phasing schedule for citrus provides for a number of subcategories in the
staging codes. The phasing periods range from one to ten years, depending on
the product. For the five year cuts, the reductions will be 20 percent per year;
for others, the duty elimination is at ten percent per year. Other variations also
apply. For fresh fruit, such as oranges and grapefruit, for example, the sched-
ule of reductions varies according to the season.

McKown, supra note 158, at 505.
165. POTENTIAL IMPACT, supra note 3, at 25-2. "The existing specific rate of duty for

orange juice, the incidence of which varies with prices, is an important element in
counteracting this cost advantage for Mexican juice." McKown, supra note 158, at 509.

166. POTENTIAL IMPACT, supra note 3, at 25-3. "Mexican juice is of high quality and
good color. Particularly at the wholesale level, the cross-price elasticity of demand for
domestic and imported orange juice is very high. Increased imports at reduced prices
will cause further price depression in the U.S. market." McKown, supra note 158, at
511. "Compared with the United States, Mexico enjoys relatively low cost factors. Labor
is abundant and by U.S. standards, relatively cheap ... In the 1989/90 season farm
costs of producing citrus in Mexico for a typical grove was estimated at $ 1.93 per box,
compared with about $ 3.91 in the United States. Id. at 509.

167. CBO, supra note 53, at 80; CBO AGRICULTURE, supra note 53, at 40; POTENTIAL
IMPACT, supra note 3, at 25-3. Mexican tariffs on citrus peels are 15%. Id. Under
NAFTA, the following Mexican protections will be afforded to their domestic frozen-
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NAFTA on Mexican tariffs are as follows. 168 First, Mexico parallels
U.S. modifications on oranges and grapefruits, while at once removing
duties on U.S. lemons. 169 Second, the Agreement leads to a phasing
out of Mexican tariffs on single-strength and frozen concentrate or-
ange juice over fifteen years. 170 Third, Mexican tariff lines, tariffs,
and phase-out period for other citrus products are the same as those
provided by the U.S.171

OTHER FRUIT (FRESH AND PROCESSED)

In 1991, U.S. exports of other fruit (fresh and processed) to Mexico
were only $53 million, while Mexican exports of these items to the
U.S. were $345 million.172 The impact of NAFTA on U.S. fruit indus-
try should be small.173 While the Agreement will lead to a five per-
cent increase in Mexican exports, U.S. exports are likely to rise by
nearly forty percent. 174

Nearly forty-five percent of Mexican fruit previously entered the
U.S. duty free. 175 The remaining Mexican goods were subject to U.S.
average tariffs of thirteen percent. 176 Under the Agreement, U.S. tar-
iffs on Mexican products are eliminated at different stages: upon the
Agreement's implementation; within five years; after ten years; and
after fifteen years. 177

In contrast, Mexican duties on most U.S. fruits were twenty per-
cent. 178 Under NAFTA Mexican tariffs on a variety of fruits - ap-

concentrate orange juice producers: within-quota tariffs (4.625 cents per liter) tariff;
over-quota tariff (9.25 cents per liter); 735 within-quota amount (1,000 liters). Under
NAFTA, the following Mexican protections will be afforded to their domestic single-
strength orange juice producers: within-quota tariffs (2.650 cents per liter) tariff; over-
quota tariff (5.30 cents per liter); 130 within-quota amount (1,000 liters). CBO, supra
note 53, at 80.

168. POTENTIAL IMPACT, supra note 3, at 25-3.
169. Id.
170. Id.
171. Id.
172. Id. at 26-1. "Mexico exports products such as bananas, mangoes, papayas, and

other tropical specialty fruits that are produced in limited quantities in the United
States, or products such as melons, strawberries that are limited in supply. U.S. ex-
ports to Mexico, led by fresh apples and pears, are mostly premium-quality fresh decid-
uous fruits." Id. See TRENDS AND IMPEDIMENTS, supra note 52, at 32.

173. POTENTIAL IMPACT, supra note 3, at 26-1. "The expected changes in U.S. sector
trade with Mexico under NAFTA are not very significant relative to the $ 8.1 billion of
noncitrus fruit and fruit product shipments in the United States." Id. at 26-2.

174. See CBO, supra note 53, at 79-82; CBO AGRICULTURE, supra note 53, at 36-39;
POTENTIAL IMPACT, supra note 3, at 26-1; OTA, supra note 53, at 199, 206.

175. POTENTIAL IMPACT, supra note 3, at 26-2.
176. Id. "U.S. tariffs on Mexican cantalopes and other melons ... run as high as 35

percent during certain periods of the year [but] will generally be phased out [under
NAFTA] over those periods and immediately for the rest of the year." Id.

177. PoTENTIAL IMPACT, supra note 3, at 26-2.
178. Id.



ples, peaches, nectarines, grapes, and melons - will be phased out
over ten years. 179 Other U.S. fruits, such as fresh strawberries, rai-
sins, and other types of dried fruit, have gained immediate duty free
status. 18 0

VI. CONCLUSION

The Agreement establishes rules for the liberalization of trade
and investment in the agricultural sector. By agreeing to reduce
tariff and non-tariff barriers, North America will become a more com-
petitive agricultural arena. Yet, NAFTA will result in both beneficial
and harmful ramifications to selected sectors of agriculture in the
U.S., Canada, and Mexico. It is important to acknowledge the sub-
stantial advances that NAFTA achieved in this most difficult market
area.

179. Id. U.S. apples will also be subject to tariff-rate quotas. Id. TRENDS AND IM-
PEDIMENTS, supra note 52, at 21-22, 24, 28.

180. OTA, supra note 53, at 206; CBO AGRICULTURE, supra note 53, at 34; CBO,
supra note 53, at 76-79; POTENTIAL IMPACT, supra note 3, at 26-2.
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