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ABSTRACT
This research examines the relationship between national and international policy events
and changes in dairy quota prices. The study focuses on two key elements. The first
element is observed quota values over time. The second is a list of national and

international policy announcements related to market access events in the dairy sector.

The resuits of the analysis support the notion that the nature of the relationship between
policy events and quota price variation over time is difficult to determine. Events that
were thought to have a positive or a negative effect on quota price did so only 50 per cent
of the time. In addition, events that were thought to have a weak effect on quota price
resulted in greater price variation than those events thought to have a strong effect. The
results also indicate that the average change in quota price during the Uruguay Round of
GATT negotiations, from September 1986 to December 1993, was in fact lower than the

average price change over the entire series (August 1980 to July 1994).
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CHAPTER 1: INTRODUCTION

1.1 PROBLEM SETTING

Dairy production in Canada has operated under the system of supply management for
decades. Fluid milk marketing and production has been supply managed for over 60
years while industrial milk production and marketing has been controlled for 30 years.
One of the key policy instruments used in the dairy industry to meet its objectives, is
import controls. Without import controis cheaper imports would mean that managing

supply and maintaining targeted price levels would not be possible.

Since the mid-1980s, Canada has signed a number of bilateral and multilateral free trade
agreements. In addition, Canadian trade negotiators have participated in the Uruguay
Round of the General Agreements on Tariffs and Trade. In meeting their commitments
under the World Trade Organization Agreements, formerly the GATT, and other trade
agreements, the Canadian government has had to make some adjustments in domestic
agricultural polices. So far the dairy industry has been able to continue to meet its
objectives by changing certain polices, but essentially maintaining the effect of the
previous ones. But further changes may occur as pressure to eliminate these policies,
particularly on the use of import controls is increasingly being felt from Canada’s trading

partners (Agriweek 1997).

This uncertainty about the stability of dairy policy in the future is thought to have had an

impact on the production decisions of producers. Since milk production quota cannot be
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rented, producers must buy and sell quota to change their current level of production. It
is thought that in an environment where the risk is perceived to be high, dairy producers
will sell production quota. When risk is thought to be low, producers are thought to

increase production by buying more quota. As a result, quota price variation has been a

common area for examining risk in the dairy sector (Ulheim 1996).

1.2 PROBLEM STATEMENT

A number of authors (Veeman 1982; Lermer and Stanbury 1985; Larue and Oxley 1991;
Barichello 1993; Larue 1993; Beck et al 1994; Barichello and Chen 1996; Ulheim 1996)
have looked into the effect of policy risk on quota price variation. Results of these
studies have been mixed. Consistent results across studies on the best way to measure the
effect of policy risk and on the nature of the relationship between policy risk and quota
prices have been difficult to obtain. Most authors agree however, that policy risk is an

important variable in explaining quota price movements.

1.3 OBJECTIVE

The objective of this research is to examine the movement of quota prices over time in
relation to key policy events. Specifically the study compares a quota price index that
covers the period from August 1980 to July 1994 to 16 key policy events that occur
between July 1987 and April 1994. It is hypothesized that these policy events effect the

quota price either positively or negatively at the time of the event.



In order to meet this research objective, three steps are taken. The first step is the
compilation of a diary of policy events. In the second step, the quota price index is

developed and in the third the effect of these policy events on quota prices is examined.

1.4 THESIS OUTLINE

Chapter 2 provides background on the Canadian dairy industry and the system of supply
management. Chapter 3 describes quota transfer in the provinces of Ontario and Quebec.
Chapter 4 provides a review of recent literature. Chapter S contains the diary of policy
events. Chapter 6 contains the data and methodology for the analysis. Chapter 7
provides the analysis and Chapter 8 gives the results, conclusions and suggestions for

further research.



CHAPTER 2: OVERVIEW OF THE CANADIAN DAIRY INDUSTRY
The following chapter provides an overview of the Canadian dairy industry and the main

elements of Canadian dairy policy.

2.1 BACKGROUND

Dairy is the third largest subsector in the agri-food industry behind grains and red meats.
In 1996, farm cash receipts from dairy sales totalled $3.7 billion, accounting for 13% of
Canadian farm cash receipts (Canadian Dairy Commission 1998.1. WWW site). The
provinces of Quebec (37.0%) and Ontario (33.6%) generated over 70 percent of the

annual farm cash receipts for dairy in 1996 (Canadian Dairy Information Centre 1997.2).

In the 1996/97 dairy year (August 1 to July 31), 1.3 million cows produced a total of 77.5
million hectolitres of milk on 23,871 dairy farms across Canada. Close to 79 per cent of
Canadian dairy farms are located in Quebec and Ontario with the remaining 21 per cent
spread through the Western provinces (15%) and the Atlantic (6%) (Canadian Dairy

Commission 1998.1 WWW site).

Over a twenty year period, the number of dairy farms in Canada decreased 67 per cent.

In the 1976/77 dairy year, there were 72,500 dairy farms in Canada. In 1996/97 the
number of dairy farms had declined to 23,871. However, the level of annual milk
production has remained fairly constant. This may be due in part to a trend toward fewer,
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larger farms, and higher production per cow. The number of dairy cows per farm has
risen 37 per cent since the late 1980's, to an average of 49 cows per farm in 1996.
Production per cow has also been on the rise, due to better feeding, disease control and
advancements in genetics. Between 1987 and 1996, productivity per cow increased from
an average of 6,934 kilograms (1987) to 8,424 kilograms (1996) (Canadian Dairy

Commission 1998.3 WWW site).

In 1996, dairy processing was the second largest subsector in the Canadian food and
beverage processing industry, behind meat processing. Dairy product shipments from
278 dairy processing plants, were valued at $7.5 billion in 1996. Processed dairy
products made up about 17 per cent of the total value of shipments in the Canadian food
and beverage industry and 13.7 per cent of all food and beverage processing sales in 1996

(Canadian Dairy Commission 1998.1 WWW site).

In 1996, dairy processing employed 23,000 people in Canada. Like dairy production,
dairy processing is concentrated in Quebec (106) and Ontario (71) with the remaining
plants located throughout the Western provinces (70) and the Atlantic (31) (Canadian
Dairy Commission 1998.4 WWW site). In 1996, dairy processing plants produced
mainly cheddar cheese (115,543 tonnes); specialty cheeses (157,959 tonnes); butter
(93,404 tonnes); ice cream (331 million litres); and yogurt (100 million litres) (Canadian

Dairy Commission 1998.1 WWW site).



Canada exported $370.7 million in dairy products in 1997 (up 12.8% from 1996), to over
80 countries. Key export markets include the United States, the European Union, Mexico
and Africa. Dairy exports included butter, milk powders, condensed and evaporated
milk, and value-added products such as cheese and ice cream (Canadian Dairy

Information Centre 1998.1 WWW site).

In 1997, dairy product imports totalled $286.6 million (up 1% from 1996). Imports
consisted mainly of speciality cheeses, butter, milk powders, whey and casein products

(Canadian Dairy Information Centre 1998.2 WWW site).

A number of factors, including globalization, structural and technological change and
fiscal constraint are forcing change at all levels of the Canadian dairy industry.
Globalization has influenced domestic dairy polices as countries make changes to meet
their obligations under international agreements. In addition, technological and scientific
advancements are being adopted by producers. These include computerized feeding and
herd management systems which, combined with better genetics and new discoveries in
biotechnology, have resulted in improved feeding, better disease control and higher milk
production per cow. Government budget constraints have also had an effect on some
dairy industry programs. For example, in the 1996 federal budget the federal government
announced plans to phase out the subsidy program, which has been in place since the late

1950’s (Agriculture and Agri-Food Canada 1998.1 WWW site).



2.2 MILK MARKETS

There are two markets for raw milk in Canada, the fluid and the industrial milk markets.
The fluid market represents about 40 percent (31.1 million hectolitres) of total annual
milk production. There are four main types of fluid milk products: homogenized (3.25%
butterfat), partly skimmed (2%), 1 per cent and skim milk (less than 0.5% butterfat), and
creams including table, fresh and whipping cream with butterfat contents ranging from 10

per cent to 35 per cent (Canadian Dairy Commission 1998.5 WWW site).

The industrial milk market makes up the remaining 60 percent of total annual milk
production, or 46.4 million hectolitres. Industrial milk is manufactured into two main
groups of products, hard products such as butter, skim milk powder and cheese, and soft
products such as cottage cheese, ice cream and yogurt (Canadian Dairy Commission
1998.5 WWW site). In the past, raw milk supplied to the fluid market was generally of a
higher quality than that supplied to the industrial market. Today however, the quality of
the raw milk supplied to both markets is very similar (Agriculture and Agri-Food Canada

1996).

2.3 SUPPLYING MILK TO PROCESSING PLANTS

Dairy processors are not limited to the amount of raw milk each can purchase for the
production of milk classes that obtain a higher price, including fluid and perishable
industrial products such as cottage cheese, ice cream and yogurt. Left over or “residual

milk” is allocated to the production of cheese, butter and skim milk powder. In Ontario,



residual milk is allocated by quotas, which are based on historical production and
adjusted for changes in demand. In Quebec, processors are allocated a “minimum

commitment” of residual milk (Ewing 1994).

2.4 SUPPLY MANAGEMENT IN CANADA

Controlled production and marketing of milk and milk products was first introduced in
the fluid milk market in the 1930's. The move to controlled marketing was in response to
price and supply instability during a period of general economic instability, following
World War I and the Great Depression. It was not until the late 1960's that the industrial
milk market implemented supply management, following price and supply instability in
the 1950's and early 1960's. Although controlled marketing was introduced as a
temporary measure in both the fluid and industrial markets, it continues to form the basic

framework of Canada’s dairy industry (Veeman 1987).

2.4.1 FLUID MILK MARKETING

Fluid milk is produced in all provinces across Canada and its marketing falls strictly
under provincial jurisdiction. In the 1930's when most fluid milk marketing boards were
enacted through provincial legislation, exclusive provincial jurisdiction made sense, as
fluid milk was usually sold close to the source of production due to its high cost of
transportation and perishable nature (Veeman 1987). Provincial milk marketing boards
are responsible to administer provincial acts and regulations that govern licencing, quality

control, sanitary standards, and milk production and pricing (Canadian Dairy



Commission 1998.1WWW site).

2.4.2 INDUSTRIAL MILK MARKETING

Controlled marketing of industrial milk was introduced in the late 1960's with the
Canadian Dairy Act (1967) that established the Canadian Dairy Commission
(Commission). The Commission administers and regulates industrial milk and dairy
product marketing in domestic and international markets (Canadian Dairy Commission

1998.4 WWW site).

The National Milk Marketing Plan (National Plan) forms the framework for controlled
marketing of industrial milk in Canada. The National Plan is a federal/provincial
agreement, which outlines the responsibilities for both levels of government in industrial
milk production and marketing. In addition, the National Plan contains the framework
for calculating the national production target, or the market sharing quota (MSQ), and its
allocation among the provinces. Once MSQ is allocated to the provincial boards, they
distribute their share of national MSQ to provincial producers under their own policies

(Canadian Dairy Commission 1998.1 WWW site).

The Canadian Milk Supply Management Committee (Committee) oversees the
administration of the National Plan. The Committee is chaired by the Commission and
includes representatives of provincial marketing boards and each provincial government,

except Newfoundland. Newfoundland participates as an observer in the National Plan



and on the Committee. The level of industrial milk production in the province does not
justify full participation. National consumer groups, producers and processors participate
on the Committee with non-voting status (Canadian Dairy Commission 1998.1 WWW

site).

Unlike fluid milk production which is spread across the country, industrial milk
production is concentrated in the provinces of Quebec (47.9%) and Ontario (30.6%).
These provinces combine to make up of close to 80% of total annual production

(Canadian Dairy Commission 1998.1 WWW site).

2.5 THE MAIN ELEMENTS OF CANADIAN DAIRY POLICY

Canadian dairy policy strives to manage milk production and marketing, by matching
domestic supply with domestic demand, and some exports. The demand for fluid milk is
met with provincial supply while at the national level, domestic demand and some
planned exports of industrial milk products are met through the national level of MSQ

(Canadian Dairy Commission 1997.1 WWW site).

Supply management is based on the three key objectives. They are: 1) to provide
domestic consumers with a stable supply of high quality dairy products; 2) to achieve
price stability and a fair return for efficient producers; and 3) to meet domestic demand
and some planned exports with domestic supply (Canadian Dairy Commission 1997.1
WWW site).
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The Canadian dairy industry meets these objectives through the use of key policy
instruments. These include limits on domestic production, import controls through tariffs
and tariff rate quotas, and through a series of administered prices. In the following
section, each instrument and its role in meeting the Canadian dairy industry’s objectives

is discussed (Canadian Dairy Commission 1997.1 WWW site).

2.5.1 L1MITS ON DOMESTIC PRODUCTION

Each July, just prior to the beginning of the new dairy year (August to July), the
Canadian Milk Supply Management Committee (Committee) sets the national level of
MSQ. National MSQ is based on the projected domestic requirements for the upcoming
dairy year and is set at a level that meets these domestic requirements, and planned
exports. The Committee bases its estimation on the actual demand for butterfat and
solids non-fat from the previous year. Actual demand from the previous year is
calculated by the stock reconciliation method, which takes into account the level of
domestic production, inventories for major dairy products at the beginning and the end of
the year, and the level of exports. In addition to sales in the previous year, the Committee

also considers market trend information (Ewing 1994).

Once the level of MSQ is calculated, provincial shares of MSQ are assigned to the
provincial marketing boards or agencies to administer and distribute quota to producers
based on their own regulations. The Committee meets each February to review the level
of MSQ, and make any necessary adjustments (Ewing 1994).

I



The formula for calculating MSQ is as follows:

MSQ = butterfat requirements in milk equivalent (based on average composition of milk)

+ 4% export sleeve - allowable imports

An export sleeve is included in the calculation to ensure a buffer is available. The export
sleeve makes up for any shortfall in the amount of MSQ required for the domestic market
and acts to ensure a sufficient supply is available to meet planned export sales (Ewing

1994).

Fluid milk production levels are set annually by the provincial marketing boards,
depending on provincial demand. In most dairy years, the level of fluid production is set
higher than required to ensure there is sufficient production to meet demand. Any excess
production is directed into industrial milk products. Fluid production quota is allocated

to producers based on regulations which vary by province (Ewing 1994).

While the butterfat content of raw milk has been increasing over time, so to has the
demand for milk and dairy products with a lower fat content. The butterfat content in raw
milk ranges from 3.6 per cent to 3.7 per cent. Most fluid products have butterfat contents
ranging from 3.25 % for standard milk, to 2 per cent, 1 per cent and skim milk. The
result is an excess of butterfat some of which is used in the production of table creams,

and the remainder allocated to the production of butter (Ewing 1994).
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2.5.2 IMPORT RESTRICTIONS

Import restrictions are key in maintaining the system of supply management. Without the
ability to limit the amount of dairy products entering the country, it would be impossible
to control the supply of milk and milk products to retailers and to maintain targeted price

levels (Ewing 1994).

Prior to August 1995, dairy product imports were restricted at the Canadian border by
tariff and non-tariff measures including quantitative restrictions, discretionary licensing
and import permits. Dairy products with a minimum of 50 per cent dairy content were
listed on the Import Control List, which provided for quantitative restrictions on imports.
Article XI of the General Agreement on Tariffs and Trade (GATT) was the legal basis for

the use of quantitative restrictions to meet domestic policy objectives (Ewing 1994).

In 1994, participants of the Uruguay Round of GATT negotiations, including Canada,
signed the World Trade Organization (WTO) Agreement on Agriculture (Agreement). A
key achievement of the Agreement was the commitment by signatories to convert all non-
tariff measures into tariffs of an equivalent effect. In addition to tariffication, members
also agreed to bind and reduce all new and existing tariffs by 36 per cent overall and by a
minimum of 15 per cent per tariff line. Tariff reductions for dairy products began on
August 1, 1995 and occur in equal annual amounts over the six-year implementation

period (1995 to 2000) (Josling 1996).
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In order to maintain current levels of market access, participants agreed to tariff rate
quotas (TRQs). A TRQ is essentially a two-stage tariff. An amount of a product entering
below the quota is charged a lower, in-quota tariff. Products entering above the quota are
assessed the higher, over-quota tariff. Thirty-six WTO Members agreed to 1300 TRQs
on a range of products. Canada has about 11 TRQs for dairy products including those for
butter, cheese and fluid milk. Signatories to the Agreement also made a commitment to
increase TRQs from 3 per cent of domestic consumption in the base period (1986-88) to 5

per cent (base period 1986-88) over the six year implementation period (Josling 1996).

2.5.3 ADMINISTERED PRICES

Administered prices, for both producers and processors of dairy products is another key
instrument used by the Commission to meet its policy objectives. At the beginning of
each dairy year, the Canadian Dairy Commission sets the target price, support prices for
butter and skim milk powder and the assumed processor margin. The Commission
considers current market and other relevant information to set each price. All prices are
reviewed each February and adjusted if necessary (Canadian Dairy Commission 1997.1

WWW site).

2.5.3.1 THE TARGET PRICE

The target price for industrial milk and milk products is set at a level that provides a *fair’
return for efficient producers. A ‘fair’ return reflects the input of a producer’s labour,
investment and cash costs related to the production of milk for the industrial market

14



(Canadian Dairy Commission 1997.1 WWW site). The target price is based on cost of
production data, collected from a sample of farms in four provinces: New Brunswick,
Quebec, Ontario and Manitoba, and not on the actual return producers receive. The

formula for calculating the target price is as follows:

Target price = butter support price x butter yield + skim milk powder price x skim milk powder

yield - assumed processor margin + direct subsidy,

where butter and skim milk powder yields are the number of kilograms of butter and skim
milk powder that are assumed to be produced from a hectolitre of milk. The assumed
processor margin reflects any “non-milk costs associated with the production of both

butter and skim milk powder” (Ewing 1994).

2.5.3.2 THE DIRECT SUBSIDY AND OFFER-TO-PURCHASE PROGRAMS

The Canadian Dairy Commission has two programs that assist producers in reaching the
target price, the direct subsidy and the offer-to-purchase program. The direct subsidy
program is intended to maintain demand for industrial milk by reducing the price
consumers pay for dairy products. The direct subsidy, part of the target price since 1975,
is based on the butterfat content of industrial milk and cream produced (Canadian Dairy
Commission 1998.1 WWW site). As part of the 1996 budget, subsidy payments were
reduced by 15 per cent in the 1996/97 dairy year, and are scheduled to be phased out over
a five-year period which began in February 1998 (Canadian Dairy Commission 1997.1
WWW site).

15



The offer-to-purchase program is the second Commission program that supports the
target price. The Commission offers-to-purchase domestically produced butter and skim
milk powder at a certain price, the support price. The support price is set where
processors receive an assumed margin that covers their costs associated with processing
industrial milk products and provides a fair return on their investment (Canadian Dairy

Commission 1997.1 WWW site).

After considering a wide variety of information including market conditions, general
economic conditions, industry advice, and the changing dairy environment, the Canadian
Dairy Commission uses its judgement to set the support price. The assumed processor

margin, is calculated as part of the support price (Ewing 1994).

2.6 MILK PRICING

Processors generally pay a higher price for raw milk for fluid milk products than that for
industrial milk products. There tends to be arbitrage in industrial milk prices across
Canada as a result of interprovincial trade. However, trade in fluid milk is restricted
across some provinces, therefore prices paid to the producers differ. Within the western
provinces of British Columbia, Alberta, Saskatchewan Manitoba interprovincial
movement of all milk products takes place. The price that processors pay for fluid milk
in the provinces of British Columbia, Alberta and Saskatchewan is determined by the

Alberta Public Utilities Board. In Manitoba, the fluid milk price is determined by a

16



review committee and is based on provincial cost of production data (Manitoba Milk

Producers Association 1998).

In the provinces of Ontario, Quebec, New Brunswick, Nova Scotia and Prince Edward
Island, interprovincial trade in fluid milk products is restricted. The price that processors
pay producers for fluid milk is determined by cost of production data in each province

(Manitoba Milk Producers Association 1998).

2.7 THE SPECIAL CLASS PRICING AND POOLING SYSTEM

On August 1, 1995 the special class pricing and pooling system was implemented to
comply with Canada’s commitments under the WTO. Under the WTO Agreement on
Agriculture, exports can no longer be financed through a levy. In place of the levy, the
Commission implemented the special class pricing and pooling system. The revenue
generated from the pooling system covers marketing and some administrative costs of the

Commission (Canadian Dairy Commission 1997.4 WWW site).

Two pools for fluid and industrial milk were established in the 1996/97 dairy year, one in
eastern Canada and the other in the west. The Eastern All Milk Pool was established in
August 1996 and includes the provinces of Manitoba, Ontario, Quebec, New Brunswick,
Nova Scotia and Prince Edward Island. In March 1997, the Western Milk Pool was
established. Participating provinces include British Columbia, Alberta, Saskatchewan
and Manitoba. Manitoba participates in both pools, sharing markets and revenue in the
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Western Pool and revenue only in the Eastern Milk Pool, in an effort to provide some

security to its producers (Manitoba Milk Producers 1998).

The mechanism for transferring milk quota is the subject of the next chapter.
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CHAPTER 3: THE QUOTA EXCHANGE

3.1 QUOTA TRANSFER

Quota rental is prohibited in both the industrial and fluid milk markets in Canada.
Therefore, producers must transfer quota to increase or decrease production. In each
province, the transfer of fluid and industrial milk quota is facilitated by a provincial
marketing board or dairy industry association. In Ontario and Quebec, where industrial
milk production is concentrated, the main transfer mechanism is the central quota

exchange (Barichello and Chen 1996).

Three types of quota are transferred on the exchange. Fluid milk quota and unused and
used industrial market sharing quota (MSQ). The level of total MSQ is set at the
beginning of the dairy year. During the year, producers can trade industrial quota that has
not been used and that which has been used. The difference between used and unused
MSQ is that unused MSQ can be delivered to a processing plant within the current dairy
year. Used MSQ cannot be delivered within the current year. Producers often buy or sell
unused quota in the short term to adjust production within the current year. Used quota is
often bought or sold to increase or decrease production in the next dairy year and

involves a more long term production decision (Barichello and Chen 1996).

While the exchange is set up to operate monthly, there are exceptions depending on the
province and type of quota. During some months the quota exchange may be cancelled
due to a lack of available quota. In Ontario and Quebec, fluid and unused MSQ is traded
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between August and July, while used quota is traded from October to July (Barichello

and Chen 1996).

3.2 PARTICIPATING IN THE QUOTA EXCHANGE

In order to participate in the monthly quota exchange, buyers and sellers must have
certified premises and have to be registered and licensed by the provincial marketing
board. In Ontario and Quebec bids and offers must be received by the board prior to the
7th day of the month in which the exchange is operating (Dairy Farmers of Ontario

1998.3 WWW site).

To enter the exchange, quota sellers submit an offer specifying the volume and minimum
price. Those buying quota, submit a bid specifying the volume and the maximum price
they are willing to pay. Offers and bids are then entered into the exchange at the
expressed price. Quota for sale is entered and collected from the lowest price. The
curmnulative price and volume are calculated. The total amount of quota offered for sale is
the sum of all offers below that price. Bids are entered into the exchange and are
calculated from the highest price. The cumulative total is the maximum price buyers are
willing to pay and the volume they are willing to buy at that price (Dairy Farmers of
Ontario 1998.3 WWW site). All quota sales on the Ontario and Quebec exchange are

assessed a transfer fee of 15 per cent (Barichello and Chen 1996).
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3.3 THE MARKET CLEARING PRICE

The market clearing price is the price at which the difference between the volume offered
for sale and the volume bid for purchase, is equal or very close to equal. At the market
clearing price, successful participants in the quota exchange buy and sell quota.
Unsuccessful bids result when the market clearing price is higher than that bidders are
willing to pay, or when the price is lower than participants are willing to sell at. When a
bid or offer is unsuccessful, the price is too low for the offer or the price is too high for
the bid, producers can re-enter the exchange the following month to try and achieve a
better price. All successful bids and offers must be honoured and are effective on the first
day of the month following approval of the transfer (Dairy Farmers of Ontario 1998.3

WWW site).
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3.4 THE QUOTA EXCHANGE IN ONTARIO AND QUEBEC

The following table outlines the key features of the quota exchange in Ontario and

Quebec.

TABLE 3.1: THE QUOTA EXCHANGE IN ONTARIO AND QUEBEC

Ontario Ontario Quebec Quebec
quota type fluid MSQ fluid MSQ
ownership Board Board Board Board
quota equal percentage equal percentage ual percentage equal percentage
adjustment justment applies ljustment applies adjustment applies adjustment applies
trading freely freely freely freely
policy
transfer within-family, within-family, purchase of within-family, purchase within-family, purchase of
method purchase of an on- an on-going farm, of an on-going farm, an on-going farm,
going farm, quota exchange quota exchange quota exchange
quota exchange
quota Monthly organized Monthly centralized Monthly organized Monthly centralized
exchange exchange Aug.7 to exchantgc Aug. Tto exchange Aug. 17 to exchange Aug. {7 to
July 7 July 7 for unused MSQ and July 7 July 7
Oct. 7 to July 7 for used
MSQ
maximum a. 75% rule <5000litres per day of no no
holding of b.<5000litres ?cr Group [ pool quota and
quota day of Group | pool MSQ combined
quota and MSQ
combined
minimum 10 litres per day 3000 litres per day 50 kg per day 50 kg per day
sales
ransfer 15% excluding 15% excluding within 15% excluding within 15% excluding within
assessment within family family transfer and family transfer and family transfer and
ransfer and purchase of an on-going purchase of an on-going purchase of an on-going
purchase of an on- farm farm farm
going farm
arbitrage yes yes yes yes
restriction
quota rules vary among the | 85% annually and 38.25% no no
maintenance | four pools, but in the first 6 months of the
rule monthly 90% in dairy year
Southern Ontario
over-quota N/A yes N/A yes
penalty
regional yes, four regional yes, four regionai pools no no
transfer pools
restriction
rental prohibited prohibited prohibited prohibited

Single pool system adopted in Ontario in 1994. Quebec begins pooling industrial milk in 1995. These regulations were in place for
period of study (Adapted from Barichello and Chen, 1996).
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The quota exchanges in both Ontario and Quebec operate in a similar way, with only
minor differences. In Ontario, 2 maximum is imposed on the amount of quota that can be
held and a quota maintenance rule is in place. Neither of these apply in Quebec. The
following chapter examines recent literature related to the study of quota values in

Canada.
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CHAPTER 4: LITERATURE REVIEW

An extensive literature review on past work on quota price variation in the Canadian
dairy industry has been conducted by Barichello and Chen (1996) and a summary
provided in Ulheim (1996). This chapter provides a summary of the key findings and a

review of more recent work.

4.1 THE SIMPLE CAPITALIZATION MODEL AND QUOTA VALUE

Studies to date have attempted to analyse variations in quota value by employing the
simple capital asset pricing model (Veeman 1982; Barichello 1981 and 1984; Moschini
and Meilke 1988; Veeman and Dong 1995; Ulheim 1996). In this model, quota is treated
as a capital asset where the real value of quota is equal to the present value of an expected
stream of future returns, discounted by a constant real interest rate (Barichello and Chen

1996).

Most studies to date attempt to estimate the marginal cost of production, unobservable
due to the prohibition on quota rental in Canada, but critical in determining the welfare
effects of government policy (Barichello and Chen 1996). In most studies, the rental rate
is derived from observed quota values and then the marginal cost is derived from the

rental rate (Chen and Meilke 1996).

The results of these studies are mixed. Barichello and Chen (1996) question whether the

rental rate can be derived from observed quota values, using the simple capitalization
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model. They refer to the fact that the model is based on strong assumptions associated
with a competitive market, including that buyers and sellers of quota are risk neutral, that
quota markets are competitive, and that future returns are discounted at a constant rate.
These assumptions are not consistent with the heavily regulated system of supply

management (Barnchello and Chen 1996).

Zhao and Chen (1996) test the validity of the simple capitalization model using used and
unused marketing sharing quota values for Ontario. The authors use Campbell and
Shiller’s time series procedure to evaluate the effectiveness of the standard capitalization
model in valuing agricultural assets. The measure of net return they use is the difference
between milk prices. Following Larue and Oxley (1991) the authors use Moschini and
Meilke’s (1988) estimate for marginal cost, that marginal cost for Ontario milk producers

is equal to 85 per cent of the industrial milk price over the period 1978-1983.

Using the Augmented Dicky Fuller unit root test, Zhao and Chen (1996) find that quota
value and net return do not have the same time series properties. The authors raise the
question of whether the simple capitalization model is appropriate in obtaining the rental

rate of quota (Zhao and Chen 1996).

To examine the relationship between the discount rate, net return and quota value, Zhao
and Chen (1996) construct a multivariate VAR model with “time-varying discount rates.”

They found that the “time-varying discount rate does not explain the variation in quota
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value well and that quota values are, for the most part, determined by their own past

values” (Zhao and Chen 1996).

Barichello and Chen (1996) develop the simple quota pricing model to explain quota
price variations and the simultaneous determination of quota prices for unused and used
MSQ and fluid milk. The model includes variables for net return, policy risk, a substitute
for quota assets, and regulations that effect net return to quota. They use two measures
for net return. The first is the difference between quota values for used and unused MSQ
and the second is the price of milk for the particular quota price being examined

(Barichello and Chen 1996).

Barichello and Chen (1996) find the model performs very well, “explaining 70 per cent of
all variation in unused MSQ prices in all regions (except for one run in Alberta) and 70
per cent of all variation in used MSQ in Ontario and all but one run in Quebec. For fluid
quota more that 60 percent of its price variation is explained in all runs (with the
exception of two runs in Alberta)” (Barichello and Chen 1996). The data strongly
supports the model’s ability to explain changes in quota values and most of the variables

are statistically significant (Barichello and Chen 1996).

Barichello and Chen (1996) conclude that “quota price movements are not inexplicable,
random or irrational” and that the model explains “a large part of quota price movements

even on a monthly basis and including the high price variability found in the latter part of

26



the dairy year” (Barichello and Chen 1996). In addition, they find that the net present
value component of the model provides good results. Their results indicate that expected
net returns and gross returns (milk prices) are “important variables in terms of their

significance and the size of the elasticities (for milk prices)”(Barichello and Chen 1996).

Based on Barichello’s (1984) work on the differential of used and unused MSQ values,
Meilke and Chen (1996) use a competitive dynamic optimization model to determine the
rental rate of quota. From this they attempt to derive the marginal cost of milk
production. Meilke and Chen (1996) look at the effects of a tax on the transfer
assessment on the sale of quota and find it increases the value of quota. When there is a
tax, the elasticities of supply and demand are required in order to find the rental value. In
addition, they found that prices are higher in the presence of the transfer assessment.
They conclude that just taking the difference between used and unused price gives biased
results for rental value. The authors estimate the rental value using prior determined
elasticities and observed quota values for used and unused milk. They give estimates of

the rental value, the discount rate and the marginal cost for Ontario 1980/81 to 1994/95.

They find that the estimates for marginal cost are insufficient and that the monthly rental
rates are “‘unstable across the time series and within the dairy year.” They find that using
the difference between unused and used prices gives unrealistic results even though the
concept is correct. They conclude that “rules and lack of arbitrage in bidding between the

two quota markets may be partly responsible for high variability in price between the
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used and unused markets” (Chen and Meilke 1996).

4.2 PRODUCTION COST

The cost of production is thought to have an effect on the value of milk quota. Veeman
and Dong (1995) attempt to measure the impact of quota rents on fluid milk quota values
using a modified standard capitalization model. They hypothesize that “tradeable
marketing quota can be analysed as a economic input into the production process of a
regulated firm,” in examining fluid milk quota values in Ontario (Veeman and Dong

1995).

Veeman and Dong (1995) propose three proxies for technological change, herd size, time
trend and milk production per cow. Of these, herd size, expressed as the “average
number of cows per production unit,” is considered the best proxy for technological
change as new technologies are often dependent on herd size. The technological change
variable is expressed as the “average number of cows per production unit” (Veeman and

Dong 1995).

Their findings indicate that for a one percent increase in average herd size, quota values
would rise by 0.66 percent in the short run and 11 percent in the long run. They found a
positive relationship between improvements in milk production technology and the value
of quota and that this result is “consistent with economic theory for a profit motivated

firm.” (Veeman and Dong 1995).
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4.3 QUOTA REGULATIONS

Regulations are likely to have an effect on quota prices, given the highly regulated nature
of the Canadian dairy industry (Barichello and Chen 1996). A number of regulations
exist in both the fluid and industrial milk market. Examples of industrial regulations
include the over-quota levy, in place to discourage production over the allocated quota, a
maintenance clause, which ensures producers maintain production at the level of the
quota, and a transfer assessment of 15% charged to the seller of quota. There are a
number of fluid milk regulations including the pay out percentage and the inclusion factor

(Barichello and Chen 1996).

In their (1996) work, Barichello and Chen include a variable for the over quota levy in
their estimation for unused MSQ. They find the over quota levy variable to be
insignificant for unused quota in Ontario, however it has a positive sign as hypothesized
with a small elasticity of 0.04 to 0.05. For Quebec the over quota levy was found to be
strongly positive (elasticity of 0.1 to 0.2) and for Alberta strongly negative, which the
authors suggest is difficult to interpret. They conclude that while paying the levy is an
alternative to buying unused MSQ in Quebec, it is a less attractive an alternative in

Ontario (Barichello and Chen 1996).

Chen and Meilke (1996) examine the effect of a transfer assessment on the sale of quota.
They find that in the presence of a transfer assessment, quota prices tend to be higher and

that supply and demand elasticities are required in order to calculate the rental rate. The
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effect of the transfer assessment on the calculation of the rental rate depends on the

elasticities and the level of the transfer assessment (Chen and Meilke 1996).

4.4 SEASONAL MOVEMENTS IN QUOTA VALUES

Veeman (1989) and Barichello and Chen (1996) find a seasonal pattern in the demand for
quota values and suggest this pattern may result from differing marginal costs of
production through the dairy year. Assuming that all other factors remain constant, the
cost of producing milk should be lower from April to September due to lower feed and
heating costs during the spring and summer months. Therefore, production should be
higher in the spring and summer (April to September) than in the fall and winter (October
to March). Given this, the demand for quota and quota price, should be higher in the
spring and summer when costs are lower than in the fall in winter (Barichello and Chen

1996).

Barichello and Chen (1996) examine quota price data to determine whether seasonality is
present and if so, whether it is a major factor. They consider that if the quota stock is
discounted over a number of years, the effects of seasonality may not be evident.
However, if the discount rate is sufficiently high, the quota stock may be effected by

seasonal factors (Barichello and Chen 1996).

Barichello and Chen (1996) look at the seasonal trend using the monthly average for

Ontario milk quota values between 1980 and 1995. Their findings indicate that for used
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and unused MSQ, monthly quota values are lower in the winter months than in the
summer months. While the seasonal patterns holds for used and unused MSQ, fluid milk
quota values do not exhibit the same pattern, which is difficult to explain (Barichello and

Chen 1996).

Barichello and Chen (1996) further examine the data by looking into whether the
seasonal pattern exists across dairy years. To do this, the dairy years 1982/83, 1987/88,
1992/93 are randomly selected. They find that the seasonal pattern is not consistent with
the seasonal trend over the period 1980 to 1995. Based on their findings, Barichello and
Chen (1996) conclude that the Ontario quota price data does not strongly support the
seasonality argument. While seasonality may important in quota price variation, is likely

not a major factor in determining the level of quota (Barichello and Chen 1996).

4.5 PoLICY RISK

Policy risk is defined as the risk of a loss or elimination of future income resulting from a
change in government policy (Barichello and Chen 1996). The notion of policy risk is
particularly interesting due to increased trade liberalization over the last decade in both
agricultural and non-agricultural sectors. Trade liberalization through trade agreements,
is thought to increase the risk of a change in domestic policy that may negatively impact
dairy producers (Ulheim 1996). Since 1986, Canada has negotiated free trade agreements
with the United States, Mexico, Israel and Chile. At the multilateral level, negotiations

under the Uruguay Round of General Agreement on Tariffs and Trade (GATT) (1987-
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1994), resulted in a number of agreements, including the Agreement on Agriculture. A
new round of multilateral trade negotiations in agriculture is scheduled to begin in late

1999.

Policy risk has been examined by a number of authors (Veeman 1982; Lermer and
Stanbury 1985; Larue and Oxley 1991; Larue 1993; Barichello 1993; Beck et al 1994;
Barichello and Chen 1996; Ulheim 1996). Measuring the effect of policy risk over time
has posed some problems. It is difficult to know to what degree an event effected quota
value, for how long the effect lasted and to separate the factors that influence a producers

decision to enter the quota exchange (Barichello and Chen 1996).

The policy risk variable has been handled in a number of ways, with the majority of
studies using a dummy variable for the period when policy risk is thought to be high.
Veeman and Dong (1995) use a dummy variable for the period from January 1990 to
May 1990, the five months following the adoption of the GATT panel ruling against
Canada’s import controls for ice cream and yogurt. Quota prices where relatively low in
early 1990 and the authors hypothesize that this may be due to the producer pessimism
toward the increased trade liberalization and an associated relaxation of import controls.
Producers are assumed to be risk adverse, so the sign of the policy risk variable is

expected to be negative (Veeman and Dong 1995).
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Veeman and Dong (1995) find the dummy variable is significant and negative as
expected. They conclude that the GATT panel ruling increased producer pessimism

about future income under supply management, although the pessimism was short lived.

Another approach to the policy risk variable is tested by Barichello and Chen (1996) and
Ulheim (1996). In these studies, the policy risk variable is measured as the success rate
of bidders in the quota exchange. The number of successful quota bids is closely related
to the degree of policy risk. As the risk of a change or elimination of the current policy
increases, fewer bidders enter the exchange. Sellers lower their reservation price and the
number of successful bids increases. If the degree of political risk is high, the success

rate for bidders is also high (Ulheim 1996).

Ulheim (1996) examines the buyers trend line from 1981-1994 for Ontario fluid, used and
unused quota and notes an inverse relationship between buyer success rates and observed
quota values. He identifies two periods of high rates of bidder success. The first between
1987 and 1988, the beginning of the GATT negotiations and a period of very intense
negotiations in the FTA. The second is in 1990, just after the adverse GATT panel ruling
against Canadian import controls on ice cream and yogurt and another period of intense

negotiations in the GATT (Ulheim 1996).

Ulheim (1996) then examines each of these periods for fluid, used and unused quota

values from Ontario, Quebec and Alberta. He uses the bidder success rate variable for the
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Ontario data. For Quebec and Alberta a time dummy variable is used for each period

(July 1986 to June 1987 and January 1989 to December 1990).

Ulheim (1996) finds that the bidders success rate is only significant, and with the
expected negative sign, for unused MSQ in Ontario. In addition, the results for the time
dummy variable are not as expected. The FTA (1986 to 1987) variable is significant in
the restricted model for used MSQ in Quebec, however it has a positive sign, not the
negative sign as expected. The dummy variable is not significant in either Quebec or
Alberta. Based on these results, Ulheim (1996) concludes that relationship for risk may

be more complicated than predicted.

Another method for looking at policy risk is that used by Beck et al. (1994). This study
considers the cost of bearing risk as the difference between two annuities. The authors
assign a discount rate that includes a risk premium to one annuity. The other annuity is
assigned a risk free premium. Although quota risk is thought to be comparable with the
investment in a broad portfolio on the Toronto Stock Exchange (TSE), it is suggested that
policy risk may have different effects on quota risk. On one hand, it might increase the
degree of risk from a policy change resulting from increased trade liberalization. On the
other hand, risk might be reduced as long as production quotas remain in place. Political
ties and knowledge by farmers might give them some insight into the possible length of
quota life. For example, producers know that under the current WTO Agreement on

Agriculture, production quotas will remain in place until 2001. Risk may be reduced
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even further if farmers hold non-quota investments (Beck et al. 1994).

In their analysis, Beck et al (1994) use a 4 percent risk premium and a 3 percent real risk
less rate, citing Ross et al. (1993). Their findings indicate that the annual social welfare
loss is in the range of US$98 million to US$126 million for 1991. About one-half of the
social welfare loss (US$51-US$53 million) is due to the cost of bearing risk. Beck et al.
(1994) conclude that the welfare loss from the cost of bearing risk could be eliminated by
converting quota from an unspecified to a fixed term. They caution that the results
should be interpreted as “merely indicative of the relative importance of the cost of risk

bearing and the fact that expected quota life is far short of perpetuity” (Beck et al. 1994).

4.6 SUMMARY

The simple capital asset pricing model has been used extensively to analyse variation in
quota value. Since the rental rate is not observed explicitly, but is critical in determining
the implications of dairy policy, most studies try to determine the rental rate from
observed quota price and then retrieve the marginal cost. Recently, studies have
examined the appropriateness of the simple capitalization model in deriving the rental
rate. There is concern that policies based on estimates of the marginal cost of production,

derived from biased results, may be misleading.

While seasonality in the demand for quota has been identified, it is not clear to what

extent seasonal factors effect the level of quota and its price. Production costs and quota
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regulations were found to have an effect on the value of quota. Policy risk has been
identified as a factor influencing quota price variation, but the results are mixed. Veeman
and Dong (1995) found that, consistent with their hypothesis, quota values are lower in
the presence of policy risk. On the other hand, Ulheim (1996) obtained mixed results
from using the bidders success rate. He concluded that the relationship between quota

values and policy events may be more complex than anticipated (Ulheim 1996).
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CHAPTER 5: DIARY OF PoLICY EVENTS

5.1 POLICY RISK AND INTERNATIONAL PRESSURE

In a highly regulated industry such as the Canadian dairy industry, the role of government
policy in maintaining the industry’s structure is critical. In the absence of government
involvement, the Canadian dairy industry would look very different. As with any
government policy, there is always a risk that the policy could change, becoming more or

less restrictive, or even be eliminated (Barichello and Chen 1996).

Policy risk is the uncertainty associated with a policy change, specifically it is the risk of
a loss or elimination of future income, resulting from a policy change. For example,
dairy producers know with some certainty that dairy policy is not likely to change in the
current period. However, there is less certainty about the stability of policy in the future.
The further from the current period producers consider when making production
decisions, the more difficult it is to predict any policy change (Barichello and Chen

1996).

Numerous studies have examined the effects of policy risk on the Canadian dairy industry
(Beck et al. 1994; Barichello 1993; Veeman and Dong 1995; Barichello and Chen 1996;
Ulheim 1996). These studies have attempted to determine the relationship between
policy risk and quota price variation, with mixed results. It is difficult to determine how

and to what extent this risk effects decision making at the producer level.
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While there are many sources of uncertainty about future policy changes, a key source is
international pressure from Canada’s trading partners. Trading partners often focus on
market access as it is one of the key areas in which they can influence domestic policy
(Agriculture and Agri-Food Canada 1996). In recent years, international pressure for
policy change in the Canadian dairy industry has been intensifying, particularly from the
United States. The U.S. government and the U.S. dairy lobby are clearly in favour of
dismantling supply management and gaining better access to the Canadian market.
Examples include the recent challenges by the United States to Canadian tariffs on dairy

imports and export pricing (Agriweek 1997).

This study examines the relationship between international pressure for change in the
dairy industry and quota price variation. The first element in the analysis is a time line of
policy events. The time line covers a period (1987-1994) when a number of key
international events related to market access in the Canadian dairy industry took place.

The following is a summary of these events from which the time line is derived.

5.2 SUMMARY OF CANADIAN AGRICULTURAL MARKET ACCESS NEGOTIATIONS 1986-
1994

5.2.1 CANADA-U.S. FREE TRADE AGREEMENT

Formal discussions in the Canada-U.S. Free Trade Agreement (FTA) began in early
1986. An agreement was reached in December 1987, and the FTA was implemented in

January 1989. No major changes to the existing rules on market access in the dairy sector
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were agreed to under the FTA. Products on the Import Control List (ICL) would not be
subject to tariff reduction or elimination. Products not included on the ICL, subject to
GATT rules, were to be eliminated over a ten year period ending in January 1998.
Discussions on quantitative restrictions, legal under GATT Article XI, were deferred to
the Uruguay Round of GATT negotiations (1986-1994) (Agriculture and Agri-Food

Canada 1998.3 WWW site).

5.2.2 NORTH AMERICAN FREE TRADE AGREEMENT

The North American Free Trade Agreement (NAFTA) was signed by Canada in 1992. It
is a combination of three bilateral agreements between Canada, the United States and
Mexico. The FTA serves as the Canada-U.S. bilateral agreement in the NAFTA with the
agricultural provisions unchanged from the FTA. Quantitative restrictions are maintained
under GATT Article XI. Canada and Mexico negotiated a separate bilateral agreement
which includes the elimination of tariffs on most agricultural products by 2003, excluding
those for dairy, poultry and egg products (Department of Foreign Affairs and

International Trade 1998 WWW site).

5.2.3 GENERAL AGREEMENT ON TARIFFS AND TRADE

The Uruguay Round of GATT negotiations began in 1986 and concluded in 1994 with
the signing of a number of agreements, including the Agreement on Agriculture
(Agreement). The Agreement was significant because Article XI, which had formed the

legal basis for the use of quantitative restrictions, was excluded. Member countries,
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including Canada, agreed to eliminate all non-tariff barriers for agricultural products and
replace them with ordinary tariffs. In 1995, the year the Agreement came into effect,
non-tariff barriers were eliminated and replaced by tariff equivalents and tariff rate quotas

(TRQs) (Josling 1996).

WTO Member countries including Canada, agreed to bind and reduce all new and
existing tariffs by an average of 36 per cent, with a minimum reduction of 15 per cent per
tariff line. Developing countries agreed to tariffs reductions by an average of 24 per cent

and a minimum of 10 per cent over 10 years (Josling 1996).

Current and minimum access opportunities were guaranteed through tariff rate quotas
(TRQs). Where minimum access was less than three per cent of domestic consumption,
countries agreed to increase access to five per cent in the year 2000. Canada agreed to

about 11 TRQs on dairy products ranging from fluid milk to ice cream.

Tariffication was a major policy shift for the dairy sector. While equivalent tariff levels
ensured that the framework of the dairy industry would not change significantly in the
short term, the conversion to tariffs caused some concern about its long term
implications. Tariff barriers, which are subject to reductions, was interpreted by some as

the first step toward free trade in dairy products (Calgary Herald December 1993).
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5.2.4 U.S. CHALLENGE UNDER THE GENERAL AGREEMENT ON TARIFFS AND TRADE
In December 1988, the United States launched a formal complaint before the GATT
objecting to the addition of ice cream and yogurt to Canada’s Import Control List earlier
that year. The U.S. argued that adding these products to the list, circumvented Canada’s
commitments under the FTA. In September 1989, the GATT panel ruled against the
Canadian action. The federal government accepted the panel ruling. However, at the
same time Canadian negotiators were seeking a clarification of GATT Article XI in the
Uruguay Round. The Canadian government took the position that no action would be
taken to implement the panel’s findings until the Uruguay Round was complete, then

expected by the fall of 1990 (Globe and Mail December 1989).

5.2.5 CONTINUED PRESSURE

International pressure for policy changes in Canadian dairy industry continues. In 1995,
the United States filed a challenge under the NAFTA against the Canadian application of
tariffs on certain agricultural products of U.S. origin. The NAFTA panel ruled against
the U.S. in December 1996, which was a victory for Canadian supporters of supply
management. Recently, the United States and New Zealand filed a complaint before the
WTO against Canada’s special class pricing policy for milk intended for export and
domestic markets. The outcome of this challenge is yet to be determined. These
examples serve to illustrate the ongoing pressure being exerted on the Canadian dairy

industry by its trading partners (Agriweek 1997).
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5.3 DIARY OF POLICY EVENTS

The diary of policy events used in the analysis includes 16 policy events that occurred
between 1987 and 1994, covering the major international events summarized above. The
diary includes two main types of events. Those that resulted in a policy change and those

that included a proposal for policy change.

The diary is chronological and was developed from four key sources. The events
covering the FTA, the NAFTA and the GATT are drawn from the public versions of the
Canadian and American submissions to the NAFTA panel in April 1996. The
submissions include a detailed chronology of market access negotiations in agriculture
covering the FTA (1986-1988), the GATT (1986-1994) and the NAFTA negotiations

(1991-1992).

The source for the events that occurred around the U.S. challenge under the GATT (1988-
1989) to the addition of ice cream and yogurt to the Import Control List are Veeman and
Dong (1995) and Ulheim (1996). A full list of the policy events is attached as Appendix

A.

Once the chronological list of events was established, the next step was to ensure that the
events that formed the diary were in fact publicly observable events and that these events
might effect contemporary producers decisions about buying or selling quota. Events

were included in the diary if the event was reported in a major Canadian daily and/or
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weekly newspaper at the time. In some cases, an event, particularly a major event, may
have been reported over a number of days. The article selected for the diary is the first
related article published following the policy announcement. Articles to support the list
were obtained from a number of sources, including the Canadian Business and Current
Affairs Database, the Calgary Herald, the Financial Post, the Globe and Mail, the
Montreal Gazette and the Winnipeg Free Press. The articles are attached as appendix B.
The following is the diary of key market access events in brief over the period 1987 to

1994.
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CHAPTER 6: DATA AND METHODOLOGY

6.1 THE DATA

Time series data for observed monthly quota prices in Quebec and Ontario is used in this
analysis. The series includes fluid, unused and used market sharing quota (MSQ) prices
from both Ontario and Quebec. The data was obtained from a number of sources
including the Dairy Farmers of Ontario, Agriculture and Agri-Food Canada’s Dairy

Market Review, the Canadian Dairy Information Centre and Statistics Canada.

Milk quota prices are available in both Ontario and Quebec from August 1980 to the
present. Within this range, there are missing data points. Although the exchange is set
up to operate monthly, it does not operate in all months for all quota types. For example,
used MSQ is generally not traded during the first 2 months of the dairy year. In addition,
the exchange is cancelled in some months due to a lack of available quota (Barichello and

Chen 1996).

Fluid and industnal milk quota began trading in Ontario in the 1980/81 dairy year and the
exchange has operated almost every month since then. Fluid quota prices are available
from 1980/81 to 1993/94. In August of 1994, fluid quota was pooled and separate prices
are no longer available. Industrial milk quota values for Ontario range from 1980/81 to

1996/97 (Barichello and Chen 1996).
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The Quebec data, including quota prices for fluid, and used and unused MSQ), ranges
from the 1980/81 dairy year to the 1995/96 dairy year. In August 1996, Quebec began
pooling industrial and fluid milk quota and separate quota prices are no longer available.
For both Ontario and Quebec, fluid quota trades year round, unused quota trades in all
months except August and used MSQ trades in all month except August and September

(Barichello and Chen 1996).

The data used in this analysis is a portion of the available data for observed quota values
and covers the period from August 1980 to July 1994. The rationale behind using this
range of data is that this is the longest period of time for which this data is available for

Ontario and Quebec for all quota types.

6.2 MERGING THE DATA

The data used in the analysis includes six separate series, one for each quota type from
both provinces: fluid, unused and used industrial milk quota for Ontario and Quebec. In
order to compare the data to the time line of policy events, fluid quota, used and unused
MSQ are merged into one price series. This is possible under the assumption that if
policy events are national or international in nature, each event should effect quota prices
in the same way across provinces. Each of the events in the diary is either a national or

an international event. The steps taken to merge the six series are outlined below.

' Prior to merging the data, each individual data series was examined to ensure it followed the same general pattern as
the others over time. All six series followed the same general pattern within an upward trend over time although the
magnitude of movement within the upward trend differed across series.
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1) All quota prices had to be converted into the same unit of measurement. This was

2)

3)

carried out in two steps, the first involving the conversion of MSQ. Prior to the
1990/91 dairy year, used and unused MSQ prices in Ontario were recorded in dollars
per hectolitre. After 1990, both were recorded in dollars per kilogram of butterfat. In
Quebec, prices were recorded in dollars per kilogram of butterfat over the entire
series. The Ontario data recorded before 1990/91 was converted to dollars per
kilogram of butterfat using the Dairy Farmers of Ontario 12 month weighted average

butterfat test (Barichello and Chen 1996).

The second step was to convert fluid milk quota from litres per day to dollars per

kilogram of butterfat (annual quota) by the following formula:

100*Daily Fluid Quota Price

(S per litre per day)
Annual Fluid Quota Price =
($ per kilogram of butterfat) 365 days* 12 month average butterfat

Relative weights were then determined for each quota type in Ontario and Quebec.
The weights were constructed using the percentage of total provincial milk production
for fluid and industrial quota over the five dairy years, from 1991/92 to 1995/96.
Total production was recorded in litres on an annual basis. To be consistent with the
use of kilograms of butterfat as the unit of measurement, litres were converted by the
following formula:

kilograms of butterfat = (# litres x 0.036),



4)

where 3.6 kilograms of butterfat per hectolitre of milk is the standard butterfat content

(Alberta Milk Producers 1998).

Fluid milk quota was assigned its relative weight of total production, but the
procedure for MSQ was less straightforward. Statistics Canada records the total
amount of industrial milk production, but does not breakdown used and unused
production. When the annual level of MSQ is determined at the beginning of the
dairy year, all MSQ is unused. In January, at the midpoint of the dairy year, MSQ is
about 50 per cent used and 50 per cent unused. At the end of the dairy year, all MSQ
is used. While the relative amounts of used and unused MSQ change within the dairy
year, the total annual amount of MSQ does not change (Dairy Farmers of Ontario

1998).

The relative weight for used and unused MSQ was determined by taking a simple
average of the share MSQ, both used and unused, in total production. The weights
assigned to each quota type in Ontario and Quebec are as follows: Ontario fluid
(19.8%), unused MSQ (13.4%), used MSQ (13.4%), and Quebec fluid (14.0%),

unused MSQ (19.6%), and used MSQ (19.6%).

The issue of missing data points had to be addressed to ensure a complete time series.
One option was to eliminate the months in which the exchange was cancelled by the

board and then estimate any other missing data points (Barichello and Chen 1996).
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While this method is valid, it reduces the number of data points. In order to complete
the time series, a different method was employed. The missing data points were
treated as a continuation from the previous month and the empty cell was fit with the
value from the previous month. In the case where there was more than one data point
missing in a row, the most recently observed price was fit in that cell. For example, if
the last observed price was November and the exchange was cancelled in December
and January, the November price was fit into the time series for December and
January. The following table shows the percentage of data points filled in for each

quota type.

TABLE 6.1 MISSING DATA POINTS AS PERCENT OF TOTAL

Quotatype Fluidmilk Unused MSQ  Used MSQ

Ontario 0.6% 2.4% 16.7%

Quebec 26.7% 19.0% 29.7%

The Ontario data set is more complete than the Quebec data set. For both provinces,
used MSQ has the highest number of missing data points. This is mainly due to the

fact that used quota does not trade in August and September.

The final step was to merge to the data into one price series and index it. The six
lines of data were merged into one series by adding the weighted average for each
quota type across both provinces. The series was then indexed to remove the effects

of inflation, by the last observation in the series, August 1994.
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6.3 TIME SERIES DATA AND ITS COMPONENTS

A time series is made up of daily, weekly, monthly, quarterly or annual observations of a
variable over time. In this analysis, the time series is the quota price index (August 1980
to July 1994). Two common components of time series data, seasonal variation and long-

term trend are discussed in the following section (Kvanli, Guynes, Pavur 1992).

6.3.1 SEASONALITY

Seasonal variation, or seasonality, is defined as the “periodic upward or downward
movement in a time series during a calendar year” (Kvanli, Guynes, Pavur 1992).
Seasonal patterns are evident in daily, weekly, monthly and quarterly data, but not in
annual data ( Mendenhall, Reinmuth, Beaver, 1989). Seasonality differs from longer
term trends in that it is an observation of short term influences on the data, separate from
longer-term influences (Kvanli, Gvynes, Pavur 1992). A seasonal pattern is evident in

Figure 6.1, which shows average monthly values for the quota price index.

Figure 6.1 Quota Price Index 1980/81 to 1993/34 Monthly Average

Price Index
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Values are above the annual average (74.7 per cent), during the spring and summer
months (February to July), and below the annual average during the fall and winter

months (August to January).

6.3.2 REMOVING SEASONALITY

A seasonal index was constructed to remove seasonal influences in the data. A seasonal
index represents the effect on an observation during a particular time of year, in this case,
monthly. It does not reflect long term effects on the observation. An additive seasonal
index was constructed under the assumption that the seasonal effects are similar for each

month in the year over the entire time series (Kvanli, Guynes, Pavur 1992).

The seasonal index was constructed by the centred moving average method. Once
constructed, the each observation is divided by the index to remove seasonality. The
resulting price series contains no seasonal effects (Kvanli, Guynes, Pavur 1992). Figure
6.2 (following page) shows how the quota price index before and after seasonality has

been removed.



Figure 6.2 Quota Price index 1980/81-1933/94 Seasonal and Deseasonalized index
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6.3.3 TREND

Another important component of time series data is long term trend. Long term trend is
the steady increase or decrease in the series over time. Factors that influence long term
trend are inflation, population growth, technological change, personal income growth,
and market growth or decline (Kvanli, Guynes, Pavur 1992). As indicated, the effects of

inflation have been removed by indexing the original series.

Figure 6.3 Quota Price Index 1980/81 to 1983/94 Long-Term Trend
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Figure 6.3 shows the quota price index over the period August 1980 to July 1994.
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The long term trend is evident, and is increasing at a steady rate over the period, as

displayed by the trend line.

6.3.4 REMOVING TREND

Long-term trend was removed from the price series by the simple linear regression
method. The price series was the dependant variable and a time from beginning variable
served as the independent variable. The residuals from the regression make up the final

version of the quota price index to be compared to the time line of policy events. Figure

6.4 shows the final form of the quota price index.

Fgure 64 Quota Frice Indax 1980/81 to 193394 - Firal Fam
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The final form is a price series that has been adjusted for inflation, seasonal variation, and
trend to isolate the influence these factors may have on quota values. In the following

chapter the quota price index will be compared to the time line of policy events.
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CHAPTER 7: ANALYSIS

This chapter provides the comparison of the time line of policy events to the quota price
index. The index covers the period from August 1980 to July 1994. The time line covers
16 events over the period from July 1987 to April 1994. The analysis will focus on, but
is not limited to, the period from July 1987 to April 1994. This is the time period in

common for both elements in the analysis, the time line and the quota price index.

7.1 DETERMINING THE EFFECT OF POLICY EVENTS ON THE QUOTA PRICE INDEX
Policy events and their effect on quota price variation are the main focus of this research.
Prior to examining the data for any price changes, each of the events was classified
according to a set of established criteria. The events were first split into two main
categories, either positive or negative. An event was considered positive if it
strengthened, or led to the strengthening of the structure of the Canadian dairy industry at
the time of the event. An event was considered negative if it weakened, or led to the

weakening of the structure of the Canadian dairy industry at the time of the event.

Events were sorted further into two categories, strong and weak, within the positive and
negative classification. The event was classified as strong if it resulted in a policy
change. An event was considered weak if it was related to a proposal for change, but did
not result in a policy change. For example, the addition of ice cream and yogurt to the
import control list in early 1988 was classified as a strongly positive event. It was a
change in policy that led to increased protection for a broader range of dairy products.
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An example of a weakly negative event is the United States’ proposal for agricultural
reform, tabled in July 1987 at the Uruguay Round of the GATT. While the proposal
included some strong language, calling for the complete elimination of all tariff and non-
tariff barriers, it was simply a proposal and did not result in a policy change at the time of

the event.

For the purpose of the analysis, positive events are expected to have a positive effect on
price. Negative events are expected to have a negative effect on price. Strong events are
expected to result in larger price changes than weak events. Table 7.1 provides the list

policy events and the expected effect on quota price for each event.

TABLE 7.1 TIME LINE OF POLICY EVENTS AND EXPECTED EFFECT ON QUOTA PRICE

1. July 7, 1987 UR Weakly neganve
2. December 10, 1987 FTA Stongly positive
3. January 20. 1988 GATT Strongly positive
4. December 17, 1988 GATT Weakly negative
5. September 15, 1989 GATT Strongly negative
6. October 26, 1989 UR Weakly negative
7. December 4, 1989 GATT Strongly negative
8. March 14, 1990 UR Weakly positive
9. October 5, 1990 UR Strongly negative
10. December 7, 1990 UR Strongly positive
11. December 20, 1991 UR Strongly negative
12. April 6, 1992 NAFTA Strongly negative
13. November 20, 1992 UR Strongly negative
14. December 15, 1993 UR Weakiy positive
15. March 21, 1994 Bilateral Weakly negative
16. April 13/14, 1994 Bilateral Weakly negative

Event 14, the conclusion of the Uruguay Round of General Agreement on Tariffs and

Trade (GATT) negotiations on 15 December 1993, was difficult to classify. On one
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hand, the event could be considered positive as the Agreement on Agriculture reached in
the Uruguay Round maintained equivalent import controls through tariffs. On the other
hand, some considered the Agreement to be the first step in the elimination of border

controls and therefore a negative event for the dairy industry (Calgary Herald December

1993).

In this analysis, event 14 is considered positive. While the conversion of non-tariff
barriers to tariffs was not the preferred outcome, dairy product import controls remained
similar to those in place prior to the Agreement. These import controls are expected to
remain, at least until the next round of agricultural trade negotiations concludes some

time after 1999 and possibly beyond (Larue 1994).

7.2 THE TIME LINE AND THE QUOTA PRICE INDEX
The next step in the analysis was to compare the time line of policy events to the quota
price index. The intention is to determine if a relationship exists between the policy

events and quota prices and if so, what the nature of this relationship is.
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Figure 7.1 displays the movement in the quota price index between August 1980 and

July 1994.

Figure 7.1 Quota Frice index 198081 to 195394
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price index

There is considerable variation in the index over the period. From mid-1980 to October
1981, the price index follows a downward trend. After October 1981, the index rises
sharply to reach its highest point in March 1983. It remains on a positive trend until the
beginning of 1986. In 1986, the index begins a downward trend and continues to fall,
reaching its lowest point in June 1990. It starts to move in a positive direction in July
1990 and continues on this trend until December 1993. Between December 1993 and
January 1994, the index falls by 25 per cent, the largest price change over the entire
period. This is the same month in which the Uruguay Round of GATT negotiations was
concluded. The dramatic downturn in the price index appears to be short lived however,
and it rebounds in February 1994. The index continues on an upward trend until July, the

end of the 1993/94 dairy year.
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Figure 72 Quota Price Indix Septarrber 1986 to Agril 1994
Policy Events and Expectad Affect

price index

Figure 7.2 provides a closer look at the behavior of the quota price index during the time
line of policy events between July 1987 and April 1994. In Figure 7.2 strongly positive
events are indicated by (++), strongly negative events are indicated by (--), weakly

positive events are indicated by (-) and weakly positive events are indicated by (+).

The price index is falling during the first half of the period from July 1987 to June 1990.
During the second half of the period, from July 1990 to April 1994, the index is on an

upward trend, except for the dramatic drop in December 1993.

Figures 7.3 to 7.18 (following pages) isolate each of the policy events and show the price
change over a five month period around the event. Within the five months, the price
changes are analyzed in two periods. The first examines the change in price one month
prior to the event and one month following the event (plus/minus one month). The

second examines the price change two months prior to the event and two months
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following the event (plus/minus two months). Figures 7.3 to 7.8 (page 61) show the
positive policy events and Figures 7.9 and 7.18 (page 62, 63) display all of the negative

events.
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7.3 ANALYSIS

1.

On average, the weakly positive events showed greater price variation than the
strongly positive events over the plus/minus one month period and the plus/minus two
month period. For the weakly positive events the plus/minus one month average
price change is 9.88 per cent. For the strongly positive events, the plus/minus one
month average price change is 4.37 per cent. The plus/minus two month average price
change for the weakly positive events is 11.49 per cent. The plus/minus two month
average price change is 2.24 per cent for the strongly positive events. This result is
not as expected. The events classified as strong were expected to result in higher

price variations than weak events.

The average price change for all of the positive events is slightly higher over the
plus/minus two month period, 8.4 per cent, than over the plus/minus one month
period, 8.0 per cent. Events 8 (-2.84%) and 14 (-25.55%) had negative price changes,
over the plus/minus one month period. Events 2 (-1.20%), 8 (-4.29%) and 14 (-
24.635) had negative price changes over the plus/minus two month period. All other
events had a positive price change over both periods. This result is not as expected.

Positive price changes were expected for all of the positive events.

The results for the negative events were similar to those for the positive events. The
price variation for the weakly negative events was higher than the change for the

strongly negative events. The price change for the weakly negative events was 6.7
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per cent for plus/minus one month period and 3.9 percent for the strongly negative
events over the period. The price change for the weakly negative events was 7.7 per
cent for plus/minus two month period and it was 4.8 per cent for the strongly negative

events. Again, this result is not as expected.

. Event 14, was difficult to interpret and considered positive in this analysis, provides
an interesting result. In November 1993, the quota price index for the event is at
11.34. In December, the price index falls to —3.03 and falls further in January to -
14.21. The index begins to recover in February 1994, to —11.94 and continues on an
upward trend through to July 1994. The price changes for this event indicate that the
event was perceived as a strongly negative result for the dairy industry. However, the

pessimism appears have been short lived.

. The average price change for all of the negative events was higher over the
plus/minus two month period, 6.8 per cent, than over the plus/minus one month
period, 5.9 per cent. This result is consistent with the average price change for the

positive events.

. Of the negative events, only events S (-5.74%) and 6 (-8.47%) had negative price
changes over the plus/minus one month period. For the plus/minus two month
period, events 4 (-0.87%), 5 (-9.79%), 6 (-7.59%), 7 (-2.45%), and 11 (-2.14%) had
negative price changes. All other events classified as negative, had positive price
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changes over the two periods. This result is not as expected. All negative events

were expected to result in a negative price change.

. In order to see if the period of the GATT negotiations had a significant effect on the
variation in the quota price index, price changes before, during and after the
negotiations were examined. The average absolute price change over the entire
period of study, August 1980 to July 1994, is 2.81 per cent. The average absolute
price change prior to the beginning of the GATT negotiations, August 1980 to August
1986, i1s 0.37 per cent. The average absolute price change during the GATT
negotiations, September 1986 to December 1993 is 2.39 per cent. Following the
GATT negotiations, from January 1994 to July 1994, the average absolute price
change is 4.72 per cent. The highest average absolute price change is in the months
following the conclusion of the GATT negotiations, at 4.72 per cent. In addition, the
average absolute price change over the entire period was higher than that during the

GATT negotiations.

. Price comparisons over the entire period of study and around the policy events
indicate that there is greater price variation in the short term than in the long term.
The average absolute price change over the plus/minus one month period is 6.67 per
cent, and over the plus/minus two month period it is 7.36 per cent. The absolute price

change over the entire period from August 1980 to July 1994 is 2.81 per cent.
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CHAPTER 8: RESULTS AND CONCLUSIONS

1)

2)

3)

4)

Not all of the events classified as negative resulted in a negative price change,
particularly over the shorter time period (plus/minus one month). Twenty percent of
the negative events showed negative price changes within a month before and after
the event. Fifty per cent of the negative events showed negative price changes within

two months before and after the event.

Consistent with the findings for the negative events, not all of the positive events
resulted in positive price changes. One third of the events showed a positive price
change in the plus/minus one month period, while fifty per cent of the events showed
a positive price change over the longer period. These findings could indicate that

there is a lag between the time of the policy event and the market’s response.

The results for the classification of events as weak and positive events were not as
expected. Events classified as weak showed greater price variation than those
classified as strong. Strong events were expected to result in greater price variation

than weak events.

The overall findings for the positive events and negative events were not as expected.
All of the positive events were expected to result in a positive price change and
negative events were expected to result in a negative price change. As indicated

above this may be the result of a lag in the market’s response.
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5)

6)

7

The findings of the study, not consistent with the expected results, could also indicate
that the criteria for classifying events, was not sufficient. Information from producers
on how they classify events may have made the classification more accurate. A

researcher’s perception of the event may be quite different than a producer’s.

The average absolute price change over the entire series, August 1980 to July 1994,
was 2.81 per cent. This is much lower that the average absolute variation in the
events over the plus/minus two month period, at 7.36 per cent, and the plus/minus one
month period at 6.67 per cent. This indicates that prices vary more in the short term

than over the entire length of the index.

The average absolute price change during the GATT negotiations (September 1986 to
December 1993) at 2.39 per cent, was less than the average absolute price change
over the entire period (August 1980 to July 1994) at 2.81 per cent. The average
absolute price change prior to the beginning of the GATT (August 1980 to August
1986), was relatively low at 0.37 per cent. The highest absolute price change of the
periods examined, at 4.72 per cent, occurred following the conclusion of the Uruguay
Round (January 1994 to July 1994). These results indicate that the average absolute
price change, during the GATT negotiations was lower than the average absolute
price change for the entire period and that uncertainty may not have been as high
during this period as anticipated. Following the conclusion of the Uruguay Round,
however, there may have been more uncertainty as is registered by the variation in
price.
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8) The results of this analysis may indicate that variations in quota price are the result of
some randomness in the market that is not captured in this analysis. It is difficult to
separate the influence of policy events from other random events that may occur in

the market.

9) Given that the results of the analysis are not as expected, the conclusion may be

drawn that the market may in fact not respond to news or policy events.

10) The effect of a policy announcement on quota value may be negative for one event,
but positive for another. Therefore it may be concluded that the effects of a number
of policy announcements over a time series may not be distinctive enough to get a
clear indication of each individual event’s effect on quota values. This is unlike event

studies in other disciplines, such as finance.

11) This research provides an examination of key market access policy events over the
seven year period from 1987 to 1994. While these events have had an impact on the
Canadian dairy industry, determining the impact has been a challenge. This analysis
has shown that the nature of the relationship between policy events and time series
data is difficult to determine. Isolating the factors that influence a producer’s
decision to buy and sell quota is difficult. However, policy risk and its impact on
quota price variation is an important area for further research particularly given the
direction toward increased trade liberalization by Canada and its trading partners.
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Globe and Mail July 7, 1987 page Al Policy Event #1

-Keagan proposes..

glo al-eliminati lon*i
.offarm_subs dles

B Yy gty =y T ¢
+BY-JENNIFER LEWINGTON
Globe ang MR Coam .t
I"WASHINGTON "~ ’ -
—The Reagan_A dmlnlstn(laﬂns appealed Tor_collective globdl_
-disarmament og sil farm sibsidies over the next 10 yurs.——-A-

‘l‘lie-tmbl! 1-a-key-component-of.the Adminis.
¢gy, was tabled yesterday in Geneva at _

‘the General Agmmtm‘nﬂﬂs and Trade mulumem_n—ega'i-_

cvc‘ oo

coaoor

A’dumplon of-agricultural subsldy‘reform even as (it shells out
mote aid to U.S. farmers, the Administration’ wants global md!n;

‘ partners (0 ngtee to:
e e — .
W:mmwmummwm
_market barriers, “Including tar-

“i1fs and quotss by the year 20007

‘Q Uniform food health regulations
-byalicountries to prevent non-aariff -
! _barriers to agricultural trade.

- “If 'we are successful, agriculture
-around “the~world;- once out - from
under the yoke of government poli-
cles, will flourish, benefiting farm-
~ers and consumers In"all nations,”
. President Ronald Reagan sald ixa -
staterment. But, he conceded, “tifs

is ambitious, the negotig-
will not be easy and any agree-
ment will not be painless.”. -

——The— President’s - proposal _also_
includes bringing forestry products,

—fush—and _fish products_under_the _
sgriculture negotiations.

- ln ‘Ottawa;" Prima Mintster Brian—
Mulroney said he “welcomed™” the
U.S. proposals.

-~ Last-month-in-Venice;- the-United -
States, Canada and [ive other leag-
ing industrial democracies endorsed

sl sgricultural trade, henvny#&
dized through expen.slve‘?r&
indirect support programs, but did
not commit themselves-10 a limeta-
ble. - While—mast—countries—agree—
there is a prodlem. no one is ready
to take the first step.

In a briefing for reporters, U.S.
Trade Representative Clayton Yeut-
ter said flatly “‘we have no intention

—of unitaterally-disarming on-agricul—
ture. We clearly won't reduce our

“Jevel ol Fovenmenr—nvolvement—
uniess other people are pnpu‘d 10
“TOVE WIS,

By its admission, the Unued
States is one of the worst offenders:;
 with $25-billion (U.S.) tagged for-
price supports and export subsidies
this year, ¢ compand vuh csbﬂllal

—————s
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—=Prog posal-woutd-end-farm-subsidies-—

— da, & senior US. Department of
.'MMN wm.mu-m Irure offieial said yesterda
: lwm'“'"“’"w""“ In the bilateral ulh.m:zn

WWOS- ~subsidies,— "hﬁ;ﬂmmmmm
“billiorby-Japan-and Gary-Horfick '“'"""-ﬁ ontHIT Barviersat tbe Doeder:
agree SOme mas
Administration, -zn&m\muuunalm~ jo': -'ﬁunum {ssues, like vow
as .2 major source of its trade _pmb.__ The _US."p! mulumembms.
“lemns, has domestic and foreigh SmimoditiesTand all domestic pon- hm
cymmtopnshlwuromf'l:'t. cies that _affect tion and c‘r;he m }E;eomd.b

sees & rallback—=trade, but. safety . Canad -

mﬁm-s:{@ U.S. . riet.for, (armers-and Fxempts bons m;‘e&u& mu:;fxg
farmers reqala expoct share_fide food £id m&- talke—
this decade (0 the EC and oth- - Mr. Yeulter waid the United muiuisteral b Cinada.

“azsharp-cuCin’ domestic—S mmn the-agricuitura. negotiators .g.___ iAg ot _each
m’""mnmnm (USS.) badgee —befpre_ the_broader— multiaterai_p T PRAFOE, 200 PETOC WAt
deficit. negotlations are concluded In 2" oariffs, quotas and standards.
W rad:n ‘ sig ls s broad goals w‘“

-mem‘%r—-ﬁwzsm _Srants 's
w on agricultural subsidles are M(:ﬂ of r ot ﬁ‘w

eo-opente on agricultural re-

orm. Congress will enact protec- sistent™ with its objectives In nego- US. Agriculture Department ofth
wmn fon-this yoar.—_tiating @ (ree trade deal with Cans- ggued: ~“The - questitn -
whﬂ\?r Wmu—
do not, | »
"US. farm -reacted

- Paul Drazel, International trade
specialist with the American Farm
Bureau Federatiap, the largest U.S.
farm lobby, said: “lt's a nep in the
right direction.”
—But_he_painted_out. uut. In past_

ma negmm countries

mrteu and remove subsidies.
hopln'i for mon than is pmnble."

= Canadlan— Goveriient - offlclals -
welcomed the U.S. propmal as a
major step forward in the search
- for an end (o the International agrt-’
cultural subsidies war.

='*This1s lhtﬂm-culmmm -Pro~—

~posalRal-has-bDeen—roade”™—gince—
. agriculture was included.last year
lor the ﬂm time In negou:uons of

on'tarﬁ:s‘mdfnde.amc:m
dian trade official said. "Vo ul-

~come this commitroent, beca
United Stat »
nit uesjsnbl(phyer

Theomchl.mukedmtohe
named, said however that Canada
Fwas surprised the United States had~

decided (o include forest
~flish and fish products in the negotia- -
S Canadals me o meum I:—
- proposals on ag : “a—
-Geneva in Septembef.—- = -
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s et simal

et 3 =]y the:0ct=3 agreement, Canada,—
romised_to_revise_lts_copyright—
nws'to protect U.S. programming __ -
éﬂﬁzﬁéﬂ%ﬁﬂuﬂﬂni
- ~ocompanies ~-'a e first ma
Sometime next year, Parllament™ .i:owova.s@ z.sﬂ.n_.nw:.:. Mulro. *
ney met President Ronald Reagan

w.-fir

.m.‘...m,-.‘mw_._cc-am*mnmmml__*o%.xl..._.r

Prime Minister. Brian Mulroney —in both countries:

- Canadian ‘and
—finished a fiial
—the-free.trude up
. afternoon, clearing the way for the
f the voluminous text 1o

.S.. negotiators _ ..
f dealing on__ to
and Minister of Intemational Trade
Patricia Camey in a brief ceremony
1n Mr. Mulroney's office.
*It°s going to be hard ta tear up,
Mr, Relsman joked to the television
cameras. He was referring to pledg-
s from Liberal Leader John Tumner
and New Deémocratic Party Leader
Edward Broadbent to tear up the
deal if either formed a government
ter the next electlon. - .
fih the legal text complete, the
proposed agreement -~ slage is set for the politicat sales job

méni yesterda K
: .-Ma :mguz..uu %_.“_4_ vote on .:%___2..___5.
of the proposal, There are still polit.
Ical hurdles ahead for the deal in
both countries, given the divisive
debate in Canada-and-an-tincertain
political climate in Congress,

-The negotiators supposedly con.
cluded *final™ talks on the pact in
marathon sesslon- In -Ottawa--las
" weckend but, in_#ict, they were Signals,

haggling .__:__J~

Qne issue that was resolved only

o . e ————o = abima o ap ren s

is week's wrangling apparenily ™
-involved who will design and super- | *
vise the system under which Cana-: .
dlan cable companies will pay copy-++
right fees to U.S. statlons for the .’
t— privilege—of —rebrondeasting thelr

est the United States ™=
HURDLES—PageA2 . -

fleve it-or not we have o
déal," a relieved Peter Mu
fator,-sald - in-an

. yesterday. “1t’s done." )
_..In_Ottawn, the chiel Canadian
Zhégotiator, Simon Reisman, handed—af
Joose-leal binders
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Whilé Cahads madified its tele-
) From Page e ———<— —dsar's Feik that il m‘""‘..,.""
2 ) free entry to the United States of
Srecth - - clothing made tn Canads.
“would de into & and then - very high level of North American
= uﬁl\& .ﬁa&n". -, X w-beghippud=
scrous Canads. * thereby denying Canadian
aczxThat -was—unscosplable- 0-the— wnnued wﬁ
= Canedizns.~ who=were-determined — i pmdudts shipped over (e border .~
= ~EThe~ finat -text "will-- o "'.
Smmm‘—’___’—'———— -.nw A0_An0m ‘ W 3
A problem Tivolved the ™ cwtsly $500ailion to $500-raillion .
“nies retrammitting U.S, signals to A 0~ be Shipped —
— ~cent-foreigi-content
—their Cin—ts-sme_ ~ Gury-tres 10 the. United States. Once -
- et _quota.. is -all -other—
crxtid be received on | Doxesen . mm%m meet
- such a8 Toronto and the original high
ZBuftalo==3hould pay the copyright - content provisions or be charged
sources indicated the final ~ . .-
Ztest_of the sgreement bas alwo - This week, in comments, gl_;.
-w_::—_v - tarttfe- witl-de “'"u"du“‘hwm.nwh' gon ""a.."""‘.m""
-equipment - fn - 40 - COMe = wamed res-trade
plaints from the V'S, telecommuni- be U':rn' seil_in_the -
-  text t= Y - he scknowledged that
The unnm_'._ specified M. mw
“five'years; butthat was opgheed by’ -changes of the—
U.S. ielecommunications 8 tn the Unit-
—producers-ATRY, CTEund™ Rock-— States. Mr. M deciined (0
T ~The discuss be..
Zapparently toid e US. Adminis-~ next—
—tration would not support'the —year:
_:Enm if-the tariff_were_ndC AL this stage. the
= el faces two- possible nisks in selling
U.S.hm. , Teal- e
- e Bell Conpres may :mmud with
" Canada and - - the consultations withs Mr. Murphy._
=Northem Telecom Lid., 3o that U.S. . frindyr ) m -
Bell with bid lo suply dcomulmhrjhme-
_switchesand other equipment. e
. mﬂnldn:l mu“:{ %uu( _accord. - i
“elecom; tions tarilfs will end ~ T The-second big-risk is that Con—
when the trade desl comes into -‘nmm‘nymmme«mm
force on Jan. 1, 1989, not five years : grecment
later. Neorthern Ti n is appar. rade - - i
'{gdmm&?am urm: ,buuuil;ummmd:‘;n:em
’ e xondesaftn DMy cause 8d- pmm_n‘m _
) %‘.ﬁmw:— dest.Nowever, Congress has shawn
- - - .4{ By oy
- ' ot i gt Arﬁc:gv&mxnmmx._

limited time o adiust. - [ VN
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Passage-of trade deal pr

..‘.....udov...?...‘m.,.-.l_i.,1. E&
N;-Qmmf_zo.mxn.
B ENNTFERLEWINGTON -~ e S * More coverage — Page AS

and CHRISTOPHER WADDELL _ _ Excerpts from finel text —Pages ABand9
TheCbeand el —— . mﬂm.l.llxbao!...._o.n.o..eon..humaoo»-ilt.. S
inist : Stated Tadnidiis- " Trade Representative Clayton Yeutter said in & 3
ly %&g§gg~ u.u“.uma.aﬂ.- ..ine.s,a before us the :ﬁ.«%. L%
«comve opposition - both <ountries-and -be-rutified in —gporove an : _““ s ‘e

1963, ~a )

predicted

\
f
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«=deal ;i Lake

Under the terms of the agree-  nentsl market for
o goads

—ment,_ail tanifts

mmumsmummllunplr-

provincia
"l:'euunupnlmm
u\dlmnnmw—r

Ht further wamed that ~if you
want . something - pusesd - Dy - Coto
Lvm. the wouid have o

Souruumclur-hnaw .
oly Cithee

gress. But Mr. Richie 3418 yrazes-
¢ay Canads hus mede no commi-
w notity the Umiied Siawts
wiuch provinces will comply with ™

the pact’s terms. . . .-
Yesterdsy, U.S. trade dh(uh

_sud _they expect. e l: mmv—

S (0 KN the 8¢

e e 1oF ackonst g -
natures from ihe [0 provinces ams

potenttal conflict over

This wewk.~ T U.S. negonator
Pnor Murmphy warned - 1hat  Ihe

aRreeRent be harder (o sell i _
“The “Uniled States’than i Cansde

red 8t the moment.
maey be deugned 10 spark U.S. bush
_hes groups o lubly harder . ler
“enagriganmal ummal of the del
nest yesp, ) .

on Jan, 3 br-N'
,m m“ n"l':':m

lv Negnt:atory, then

engaged 1
T weeks of wrangiing over_the mr‘uh:rmuru nhmh—

= wardtrig of the sgrrement ™
That .scrimony was Jppurent
anadian

" Untted Smn.

_bargatming _wuh the _aidered_that few restnctions on.
“Canadisn imports In the omatbus
£ould_ b grounds... for.

el Canadian negotistor —

—WeE -rrg-ellwmm."e nn_uwe.uu.

& pmng team.
ens 10 the. \lownm
amount ol legal work, Ine prenare.
|nry work, he snalyticel work.”
- mm«ddnpnnmm
mctnmm
"mty alongside us, were slmost
80 underdeveioped counIry.” he

On the mther side, U.S: officials'in

dunng hinal mrnumg over (he
iepal wording that he would get &

. dime for cvery ntcke! he . survena=

dered in Nr‘.nnm;
——Combinun of the WEal RATIENO .

dosl from- the pucs 1nb—

tialled Two months agn

— They metage- ———"—"""

[ ] at he
secnon of the Seal in mmme [T
«pﬂ-uun from the LS. mantime

mdusiry:
@ Addition of & three-person bna.
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n the handling of  any dupme under
e pane) Process

@ Aswsrunce that fist caught off
Cangda’s East Coast will continue
1n he processed in the Cruntry e
fare being exnorted.

® Canceilatwn of plans to force
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1Rat favored dumestic

-lln ihe lmlnﬂn pact.
Mher

FREE TRADE
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proceedmg—
e SUrTAmRINt .

huries must
nn-mufmunem-mwb_

fada, bot
Jotn Tolmr and New Democretic
Party Leader Edware Broadbent
text of the desl yererdsy. Each
M it

snd both_ lesders chalienged. Mr. —
Mulmylnnumeknmmlm
irade.

In the U.S. eapital, ml
officisls noted inat such thrests tn
fent up the deel trigaer unesse in
Cnngress about spproving the rxl
Some questinned Ihe wisdom .
mng (or sn agreement that cowld
uprave! within months, wince s
ciection must e calied In Clwa

@ Asastance for |ruve tarmers wha

by Sep of 19
"ngwrs e here sero.

convert their acreage 10 the Produc-_ nauce * the aide ta one Republican

tine of othet fnunty,

® Immediate removal of tarifls un ~
telephoney 3t w [
switching procuct:

@ A termunation cuuu M‘m
e1ther government can end the Beal ™
on $ix Monihs nulice. -

p- 1T RT3 ynlrm.ly “h r-gl t_
unnoticed
Al lesst Ihree premiers — D-m
Peterson of Ontano. Howard Paw-
'=ley of Maritods and Jeseph Ghiz of -~
Prince Edward Isiand — have abo
retected (he desl. m%ur. Ped

deal s aiready cured

3l 13 siready deng cniy ov
the State of Micinpan and U.S. auto
Pans producers. who IRreaten trade

3
mpiement Provisions 1hat require 12
Io end price and hisung discnming. ~
on agaimnst U.S. wines in us lquor -

freedrade pact takes effect. M

T A !
the desi cull & hait (o such actions.
In letters uccompanving the final
text. Ms Cnmty and Mr. Yeulter
commat.their mmmu 18 ener-
clung -@iseretien—onn|

—Mulroney_will fevmre—the—
1inal text of ihe deat with ihe pre-
miers at & lunchean meeting next

y. But Ms Camey said yen-

teraay lms meeting will be & Dewe!.

session only, with no mndention ol __
presung the- premrers to make
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~Dairy products:join—

Calgary Herald January 20, 1988 page F2 Policy Event #3

.import control list

VANCOUVER (CP) — The'

- federal government has added
a number of dairy products.to

' .its import control list in an
". effort to support Canadian
milk management programs,

Agriculture Minister John -

a more 'cot}pnhemive List
recommended by the farmers.
It would have placed virtually
all milk products, either in
bulk or comaymer packaging.
on the import list-

Organization president Jim

Wise sajd Tuesday.- -- - . - ——Waardenburg of Abbotsford,

The products, including ice
. cream, ice cream novelties, ice
milk, yogurt and liquid forms
—of-ekim-mil
blends of tGse products, now
- will be subject to quotas.
. "These changes to the im-
port control list ensure that
- our supply-managed dairy sec-
tor continues to operate effec-
_tively.” Wise said_in_a_speech
to the annual meeting of the
Dairy Farmers of Canada. *
Imports of these products
now are worth less than $1
. million a year, but the indus-
try was worried that without
quotas that could increase
under free trade.

B.C., said the farmers would
have. preferred that Ottawa
adopt the clause his group

buttermilk or recommended. but_‘'the_list__

(announced by Wise) is a big
step to attaining full control
over imports.”

Wise said Canada might
have encountered problems
under the Genera! Agreement

on TuFiffs and Trade if it had

accepted the farmers list.

"l cautioned against.it.”
said Wise, a dairy farmer from
St. Thomas, Ont. I don’t want
to provoke a GATT chal-
lenge.” -

GATT rules sllow countries
to restrict certain agricultural

Imports of dry skim miik,
dry buttermilk and blends of
those products are already
subject to' quotas.

~The additions follow persis-  with the United States allows —

tent lobbying by the dairy

. organization, but fall short of _under those regulations. _

product imports in support ol
domestic supply. management
programs. ~

The free-trade agreement

Canada to retain its rights
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i

mmmun—

Xing action '
w!ement on Tarilfs and Trad® in”

uun TGk GA

b lavuﬂ'nto Cmaa'l eomplnlm tlm lhe v Rited States has pro- ]
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Montreal Gazette September 16, 1989, page A7 Policy Event #5

.GATT freezes out Canada in ice cream dispute:

*  OTTAWA (CP) — An internationsl condemning (he decislon by a panel when it put import quolas on lce  In 1988, Canada added ice cream -

. .,..P_EE... General Agreement _cream and in January 1980.  and ice cream novelties, yogurt,
in a trade dispule with the Un on Tarlifs and Traee. n aex:  skimmilk; Toe milk: SulEmi-unt=

._Siates over ice cream and yogurt  The decision, to be final, must be emption from the GATT for its im- blends of those products to is im-

= Imports;and two Canadisn-minielers—approv .since 1085, sald Mazan- _port control Jst, ..

« are nol happy about it. which next meets Oct. 11 . owskl In the stalement. “That is ~ The action was laken {o sallsly

~ Trade _.._o_.._.._.o.:. %e_..man-_o'-!. 8."._-“ .__B_..ﬂ.._n. l.___..u_r _..o_“o“:ai in- ﬂs.-vpo unfalr -.2_ EE.-vm M“BB& dalry farmers, who feared the {ree-
Agriculture Minister Don Mazan- to the" e in-July; Canada  [n the current round ol nego-—trade agreement withi the- United -
r%‘-: issued a statement last night violated its obligations under GATT tiations.” . . . States. o
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‘Feathers fly-over U.S:-plan-on-weorld-farm-trate-
VR Ty ——gradtilly ~veduce The O 56 S oSlIIoR Tas becohe iore — farmi tradeegotiator; said Carinds

s years, .. . rigid and stressed that “the double is pleased that the U.S. proposal Is
 GENEUA =TT e Export 1 'subsidles --wonld - be ‘price-system -as practiced in the - comprehensite and covers all the
gricultural _...-u&o...eeo;cuﬁ-".u... " -~Community .could not be aban- major areas of the negollating

stocting of In<

.b.c.wa____._“wﬁu_.b:--. e UGATT * ® The most trade-d doned, although this appeared tobe  mandate on agriculture agreed for

. red__lernsl support measures would be_theU.S.objective.” - theUruguayRound,. . .
lternationa irsde tals, triggared— 0 o' o0 P g Vs harmfl Yup. " The dou K VST oyever, b sressad st Ciria:
the Eurcpean Community and -Js-- ports would come under GATT re- comerstone of the EC common da is Bot happy with the U.S. call
B B 1ot e el - i, T oA L i o A

‘ tha -
.igdpdhﬂhﬂhnﬂaﬁﬂﬁm that are cucrently scting as bar- variable Import lavy thht discriml- _agﬁﬂﬂ..w.rsﬁ%..u_"_—”:kuoﬁ
o Turiffs and Trade negotiations riers to trade would be harmonized nates against foreigrn suppliers 10 of government measures, Canadi-
- on agriculture, said Rolf Moehler and comeunder GATT discipline.  the Community. L an controls are based on that statu-
%35-!& U.S, Deputy Trade Representa- . Mr. Moehler u ued that the e, . - p
R 0" Tive Jullus KatZ said agriculture 1s—United States i3 trying lo-upset the . _, t-five food-importing-
it ..._..._..as..._.n r-ﬂa..._... .:.u.... u%wm..o:....voma__:g. Uruguay - whole agricultural support system. countries (Egypt, Jamaica, Pery,
. , ; negotistions and He sald the EC s “In {avor of grad- Mexico and Morocco).- told the
that, t.-...o.n.”-.o cmmen.._.aoo..-_ ._- 8 that unless there is a substantial ual reform, but not of reform over- _ GATT committee that negotistors
ﬂn.c!-c ..u".._co -:...-_:n.-.a. ..8:..0.« agreement in this area there might, night. b n Fow should take Into account the fact
50 bow Tt would wark They.viewed be .___o c:_n._m« s.!:a agreement —_u_.m. -_“ 5:..._.._3. nﬁ.. that removing-food export subel-
it 88 (00 drustic an aitempt to re- " ‘Washington, U.S. Trade Re- ' uﬂou_.smaﬁgiﬂw.a."ﬂ_asw ,._hnuzuﬂ___._.._h._sﬂum._az_s.sa
Jormagriculture. - _. ' presentalive.Carla Hills_sald the . Canada, . Australla, : Argentina, porting courtries.
- "The - U.S! propossl. cally’ fdc A proposals are designed “to elimi- Brazil, =§w- , New Zealand and
,changestin: four major areas of"_nate.the hundreds of ways govem: ~ Thalland, which viewed the propo-
.ﬁuﬁ_ggﬁa 1t non “___3.. .._...._..._w.. trade ‘and restrict uu_n“.-. u_h__u_s. contribution to the -
-0 g a o, falrcom it [ o~ ety
tariff barviers o tarifts and then’-- u:.v_..w..mnu-.zn..zo.a__oﬁ sald. __Michael Gifford, Canada’s chief -
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Yogurt,-ice.cream.rules-to.stay-
despite GATL l'epnl't's atioption

Mbmmmm-———- -

“GATT report-that-iabels.its_restrictions
] _on the import of ice cream and rt as

~ But Canadian representalive Jo!m
Weekes underlined that Canada still had
reservations about lhe report’s interpre-
tation.
Speaking yesterdny to delegates at the
45th session of the General Agreement
_on Tariffs and Trade, Mr. Weekes said
Canada’s implementation of the report
would depend on the outcome of the Uru-
gusay Round of multilateral trade negoti-
:g%ns scheduled 1o finish at the end of
“Until then,_the restrictions would

GENEVA
—Canada hasagreed o thésdoplion ol a

In Ottawa _ya(erday.xlnwmnm
“Trade Minister John Crosbie said that
- since the panel findings concern the in-
terpretationof GAT Y Tules currenitly un-
der negotiation, “*it would mmnnmre
—10 acton the panel recommendations be-

atons.”

Agrlculmre Minister Donald Mazan-
kowski added that the GATT panel deci-
sion on ice cream and yogurt demon-
strates wesknesses in the GATT article
that establishes conditions under which _
& country may operate import controls
in support of domestic lupply-mnnage-
ment programs.

“We will continue to consult closely
with the dairy industry on this {ssue as
we did throughout the panel process,”
Mr. Mazankowski said. “We remain
firmly committed to maintaining a

continue, " he sald. stmns supply-management system in
——While-the-GATT-report.-refers only- & R

quotas on the import of U.S. ice cream Concerns that border protections for
nnd yogun.-, Canada's .grlculmnl the Canldlln dllry indusuy \vnl be re-

ntry's Tise o( marketmg bonrds now nd ‘
paipebein e

l_upp “rhans t_to_control 8__-_—— : .z
whole ﬁi‘ T LT T TRADE=PigeBi_

Trade restrictions remain -

" » From Page 81 observer status 1o GATT as early

' farmers to rally G Parliament HIll 83 February.
- twO woeks 880, At the same time, _ At the Malta summit onu:'.he
ted es

' m coni ; 8-standing Opposi-

iTportforsuch programs.-aLintemas—rion:tn-Sovistantry:t0:GATT-and<
__tional trade maestings in in Thailand. _a_% to ;_uigmn the granting of
—mmmmenmtm"“"’ﬂ-:___l$
day's GATT meeting in Geneva, However, It appears that secur-.
::‘!lnumusum agreed toa Cau-_hg-hpm-lppmvu_wd_h&
—d1an= ‘EOISpUE=Tet=—erilical I OTAMINg the TeCesSuTy
uemel?t mlﬂfn a ﬂpwm consensus. -
that U.S. countervailing duties on -, ceoraing to Soviet diplomatic
Lanadian m‘”" gre CONTary 10 coyrees in Geneva, Japan is be-
lleved to be the only country that
_ U.S. trade authorities in Septem- - sﬁll—ﬂxu to-the Soviets being
—ber.imposed s mxervaumg duxy_ observer.status_Japanese
, on Canadian pork in respo gplqnn:s in Geneva refused to
U.S. _producers’ uarnplnims um MONL,  — - e mmoe e ® e
-WW P""'—Japm'mﬁﬂwaletUnion have
- RITI=s yeuonpuuuty i ending
- I officially endi
—"And- in-the wake- of - the . Maita — the Second World War. Tokyo con-
‘summit of U.S, President George tinues to demand the return of four
‘Bush and Soviet President Mikhail former Japanese islands that have
IT mrca said the—been.under Soviet control slncathe.

=Soviet -Union=could be granted™ endofthewar.
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l:anada s farm nolmes anodd couple-

MADELADE DROW -muw who is pounding
- s m-muan:umnm-

. .

of the Canrus Group, hsve
Zargued that while wppiy management
does not sudsidize Canadian exports of

p have Imgwn sbout—
's stance on supply management)
g.” Mr. Croshee said.
; D SUpPpOrt Gur posi-
lained t0 them the prodlem
Sowe ol i A 8
we agree to disagree mn Uns par-
tcular sres.”
Dick Ryan, economic counsellor at the
Australian High Commission 1n Ottawa,

. SUpply -
" We would have pn!ened that this
course wasn't taken.” he said. “Canada’s
Crosbie: sbility Yo iate would certainly be a
will argue hat X's , fittte mare~difficult 1f it seeks market
access but wants. 10 restrict access 0 its -
Brigid Pyke, president of Ontario Feder- own markets.™
ation of mmm?h‘:n munuﬁ-— Mr: Ryasnd that white Canada’s over-—
pvemm 1
that it intends (0 preserve the system of (0n a1 the GATT talks 13 close to
supply-management in Canada. id
“1t's one thing to put what we want on FA‘M = Page B¢

Farm trade policy stated -

-nunhpl'l . has conststently castigated the EC
,thase of Astralis and the United fOr its protecionist posttion do
' States ~ both of which want farm trade.
' freer trade scrots the board - this this pegotation, with 100
does ot hold true  countries iavolved, we'D be allied.
on supply management, whith i3 with cerfain countries in cae area-
governed -dy--Article—11- d—m—uww-g:;n‘\!:uulr
opposed,”™ Mr. bie- when
ls their Achilles’ g;xeq about the caltkely afliance of

Beel.” he sald. — -Canads end the EC on farm lssues.
~—On-the. of-supply mu—snl - ]
agement, Can 15 withoot all Its t's the nature of the exercise.

traditional and bas artractad w--ummnm

-Asked for that felt the . Cansds is oot alone in being
same about Alticie 31, Mr. Crosble britbasistent os agricultural trade..
named the Nordic countries end The United States (s advocating
the membders of the European that all farm subsidies be elimi-
Community. Ironically, Canads nated, yet it conlizoes to sel) subsi-

- ——gad wheIT I ImnToRUosal mar-

kets. - -

By the same token, Canads con-
m«:mmmmna

_export_ subsidies yet
m.ummuhuma'

the fall of 1988 and are schaduled ©
_'M_g%!ﬁﬁzm.
major meeting ATT ministers
is planned for Brussels in Novem-
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Farmers fear
subsidy cuts
to hurt Canada

By Bud Robertson

Farmers will suffer even more if
GATT negotiators in Geneva adopt a
proposal to cut domestic support
programs in half and remove all

-export subsidies over the next 10

rs, farm spokesmen say.
ye:u we think it’s bad now, it'll be
s hell of 2 lot worse then,” said
Basswood farmer Keith Proven, a
district director with the National
Farmers Union.

The federal government must face
the reality that if Canada is to stay
in the export market it is going to
cost money, said Proven.

“If we jower the subsidies and
back off, nobody Is going to survive.
That’s all there is to it.*

If subsidies are removed, grain
prices could rise as much as 40
per cent, which would be somewhat
claser W the cost -of production, he
sald.

At the same time, If farmers lose
the protections they have now for
fruits and vegetables *‘it would
throw our borders open,” leaving no
sector of the agricultural communl-
ty unscathed, Proven satd.

And, he said, supply management
programs — which imit production
to domesuc needs — will cease to
exist.

“That kind of tradeot! is not what
farmers are looking for. We're not
trying to trade one farmer far an-

But, if Canada does live up to its
proposal to cut tariffs on imported
farm products by 30 per cent over
the next 10 years, it will have
to eliminate jts supply mana, t
programs, said Louils Balcaen,
chairman of the Manitoba Milk Pro-
ducers’ Marketing Board.

Tarification as a method of im-
port controls cannot be used where
supply management systems exist,
he said, “*because over time they
will undermine one of the fundamen-
tal elements.”

Proven said he fears the federal
government will, at the last minute
in the trade (alks, negotiate away all
protection for farmers.

*Jhey have a history of giving

things up and not getting & hell of a
fot in returmn.

“I'm scared they will give up
—everything (o get an-agreementon—

grein.** .

Instead, the European Community
should be allowed to continue subsi-
dizing farmaers, said Proven, but
with supply management programs
in place.

If they continue to produce more
than their domestic needs then they
wouldn't be subsidized, he said, ad-
ding wheat producing countries

get together to determine =

historical trade proportions on the
world market belore export en-
hancement programs came into ex-
istence.
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:CaxTaai—;ﬁlh-ﬁg to drop 50 per cent of domestic programs

~————8Y MADELAINE DROHAN —~Which Will be tsbléd at Tultilate- farm programs. through border

_-" and DAVID ROBERTS

—— -

ral trade.talks in Geneva in the

= The Globeand Mall_______next 10 days. will call for “u sub-
e

—=-.Canada is_proposing a cut of £

. per.cent in domestic farm subsidy

T=__programs with compicte elimina-

tion of farm export subsidies. ac-

-  cording to a senior government
=—=:official. —. .~ —. :

————The official confirmed a repon.«'
~that —

. -yesterday..
——the cul would leave Canada’s____“Naturally. -we would not be

—__system. ol “supply._management __
—unscathed. —- - :

stantial reduction in the Tevel o

“subsidics and complete climina-

tion of export subsidies by all na-
tions.™ :

The minister refused to quanti-
fy the cuts, but said that Canada’s
offer would be contingent on the

n other_partticipants in the negotie.
‘-—=published .in- the- Winnipeg Free  ations npreeing to similar reduc-_
. X ---which is the othdr bip plner in

honi. —_—

protection such as tariffs and im-
rt_restrictions_and through™ex-_
rt subwdies - that  help  thar

armers compete on the—world

~market—— -

There are reports out of Wash-
ington that the United States will
be calling for cuts of 75 per cent
to domestic farm programas, with

-a cut of Y0 per cent i cxport<ub--

sidics. The European Community,

the furm teade talks. has-hinted it

out there reducing our. levels of —will conider reductions to expurt
> SEa—T Sl A——attPied t-of-3

——=Agnculturc_Mmistcr_Donald__theirs
TMazankowski told-reporiers that —  Countries support their farmers
. -Canada’s__negotiating__position. __in.three_ways: through domestic  Evropesapropesal—85__ -~

Please we FARM — B2

90



Globe and Mail October 5, 1990, (continued) page B2 Policy Event #9

-o-ﬁom Pap]l—* B———T ﬁaveﬂged‘ﬂ“‘—lﬁnlf' war-

- ‘-rr{nm-subudln
- u_xhc—n:cu.-Man-

o= ﬁﬁ:lﬁm?ﬁmmqﬂ ==
qnd-xhe-EG-ha\-c had- to bridge the— Democrat John-Pldhman,- wonder--

dncrgcm-mlere‘_ish ol their l’nrm ¢d why high-level.delegations {rom
oy ichrproduce-{for—the-thry ces-hothered—
o mireTs et g0 ConevteeemT

CrsTeiy=Trave
SollvoNInEdomestie Mirkel. Canada-ulicady had a firm position
ﬂ!ﬁﬂmk‘m‘%&r’slmﬁl llﬁE—o‘n GATT'm Sept: .GZCunudua

— e =

Quppv".- = = - Epﬁ'\‘hh‘!mf‘ : hr\\

W have developed . Bakinred = na;.\mud.l)_mdlumLC.x_

Jnition thit reflocts both the eve | nadian ncgonators in Geneva put
Netaarenid-ind uua—um!—!bala:tuvwrd—l heit-propossiv-tn-thefod—

mestically..oficnted_ indusity— I’ —eral Cabitict T Ottawi oy Septs 2677
happy” to-vay-that the position that” Manitoha . Pre jier Gary Filmon

-we reml:mpjus heen v.qdnmd nml fed _a. delceutio m Geneva fast

'ductnnnd thrprmnnter““ T Trom anemr'l\ .kau: ewan del--

-To -have found- a-position ‘that ctlion was in Earope the week be-

—such-dll‘l'«lvu-gfoupr us- the-grain—fores—————="" =

-produce?s-and -dairy-furmers wens——"Gnry Filmon was in Genev3 16

willing to endone would * be an—f:usc hrs pohtical profile ang per-

mentin itscll.-given thit—

-the_l'onhcr r_have._been_calling for__ clc;uon_h!LPlohmn-suggﬁlsi
free_trade_in_agriciure_while_th_— He added. Western Canadas farm.
“lauer want import b.lmcrs main- problems are not linked exlusively

Sainedlo T —10 lhc success or failure_of_ the

_-_—_-T_bg_gnur.nm:mmau:nﬂi:ﬁl_ ;

i yraposal woulkd Om\u amd the pravincial govern-

—allow-the-system-oLsupply- munugu———nents-can-do-immedistel—to~hel r
ment for diiry, poultry und cEps to "Tarmers out of their current cas

_mnnuc_buumpnzuwxcxmnmn—cmnch-uused-!w—low—wnmmhl\-
these products would be relaxed  prices. he <aid.
and pmdnumn rulds would he Mr. Mazanhowski said he didn’t
lou-f- hened upy Anow for certun what the western

Lr_suppl) man, J.cmunL pro -__delegations hoped toachicve in (.n.-
“duction - s matched— 10— cone—neva-='m notsure. Tsuppose 'y a
sumption. [n onder 1o maintiin the  good sipnal of unity and streneth in
halinee. imports are rostncted. — numbers,

— Thesdegreewo which countrics Ted Turner,” fumur prc\xdc.m of
_suppert sncir_farmers through-bath  the Savkatchenan Wheat Pool and
nternal programes, like supply m. |n-_..m-nu;m:xlmn.nl_lndo.-mnsulunl.-
arement. and export-onented pro-  said Canada’s positton at GATT as

.3r.snb_sucm..u_suhxndua\_ha_h.‘_nummuuhuummn.mrums.
come the.key issuc of the current - mmmg n the nghr direction. ™ =

sound of Irade talks going on in “What we've been pushing hard
“Cieneva- under-the—Gengrul—\gree—lor-vtatal-climmation-of-export-
ment on Tariffs and Trade  _ subsidies and a -sigmificant reduc-

~~Througheut - moest-of- the _four-—tionan internal support prngrlm‘
Seartiund ~whichzis~chetinted-to=-Mr—Turmor—aid from Regina.
-conclude this December: the United— don” t-ﬁm‘l'lhx\ propoxal STranpT I
Statesand-the Curopean Commu-- gl -
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-U.S. to.table sweeping_
.agriculture proposals —

R— eal-requires-EC-to-cut-subsidies—=

" BY JOHN ZARACOSTAS GATT round_of talks _will_requine_
T Spectal to The Globe and Mall” ™ that the Europin Community. the”
— - < - - —other g player_in.the farm_trade.
“WASHINGTON -— -The - United ~1glkeaprectomcut its export subsi--
S:_““’:N '; w1 to ‘i!b"i' d . sweeping dies. which-totalied about-S11-bil-
Sromns i o g om S m IO
“Comers = Taritt ¢ the EC fuils.to move on the ex-
B '_:' d":' - Agreemenom] L S sub:dxcs isue. ‘ll:don'l think™
Y T . we cn have o successiul round on
T: he L‘E“u’sl.ll':)rl:’.p:;:‘::|l‘l\£:lll;'ll‘l7(l;l '; . aericuliure.” the US. officul sid”
£ent on eaport subsidies———s-" The I'C has lnpxcd it will conad.
o A reduction .of at-least 78 per *T reductions 16 export subsidies
Cent foF inteFnal Tapport medures, —uand a M per cent cut to domesne
® AAmikit.75 per cent reduction in. f3fm program. = .
~existing-tarifF- harriers oyt =" hisomonthis- quadriliter- trade-
created in the conversion process. mexting will be important in clear-
| @ _ThE incTusron -of_all_agricultural - - ME =0t T ) -
products without any-cveeptions. . \uccessful conclusion 10-the GATT -

- —ofvtheso—nepptiatrony—the-{-S—oNicial said—
meastires ower i 10-veur period. Representatives ~of  the  Umited |
[ A WSTImdeeMicnl g S SIS the CCTfapan and-Camadr

ceiful* canclusion “of the current ~ will mect Qct. 1i-13in St.John's. *

’—— -~ _—
s BY GREGM¢CUNE

_- .__. Renter News Agency

"BRUSSELS™~_The_Curopean_

Compmission;striving to Keep world

trade talhs-alive, pe ed 2 30 per

'*day-and signalled it could negotiate”
on a key U.S. demand -for cuts in
-controsersial exportsubsidies.

_ But Washington has alrcady said

i T oM
“tions-to-slash-internai -suppor—tw=
“up 10_70:per_cent_and-even more
from subsidics the Curopean Com--
munity provides’ 10 export its sur-
—plusestotheworld—
—Agneuliuretr-the-key-to-the suc--
cess of the tortuous four-year, Uru-

-puax-Round ol the-General-Agree—
ment on Tanfls and Trade, which is

Ttrying (0 free_world_trixdeTin every-.
thing from bunking to hananas.

—How-far-thc-worlds-1wobirpaL

“firmyespofténsT the Unifed” Stales”

-and- the-EC.-will-cut-cxport-subsie
dies has emerged as the main stum-

- bling block 10 the suceess of the ne-
gotrations, scheduled to emd
Brussels in Decemftber. — - - T

The United States and a group of
—exporrers-icd by “Australia, Canada
-and_Brasil demand_that_the_expert.

subsidics . — which are paid 1o
~traders-1o dispose of EC surpluses
of cereals, meat, butter and sugar

— be Sashed -more thun other
forms of farm support.

The ECcommnsion closed ranks
“Wednesday -night in _repecting_the
-extreme. US.demands, — =

But in an olive branch 1o Wash-
-ington=it-offered to-speli-outexact—

Iy how it proposes fo reduce export
subsidies over the next five years

-and-said-it_might - be -prepared to_
discuss the matier (urther. - -

“If approved by EC ministers, the

proposal will be sabmitted to the

GATT by the Ocj. 15-deadline for

<l UrupuayRound pacticipants to.

N ut - their farm-tryde bac-
gaining positions.

The commission plan includes a
30 per. cent.reduction.in-CCfarm.
—support-over-the 10-vears (1986-96)

calculated.on an index covering ce-
reals, neesugar;: oilseeds and other
protein crops and livestoch. For

“sonic other  products — including
fruits, vegetables and.tobacco. the
plan offers to cut support-by 10 per

_cent_over_the samie period
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= —“'Farm-subs1dy_ro

_“scuttles GATT. talks_ |

Pdrticipants promise to try again —-—
smmse BY-MADELAINE DROHAN -——-nsten—%dom—mend-«m

——and EDWARD GREENSPON There is too mucharstake heres=——
-——TBFGTU!!T ile the hope remained that af-

~wrire=g-mew=rulebook—for—in il c
uonal trade dissolved in_rancor. and—GcncmLApncmcm_on.Tmﬂ's.und.
“recrimination yesterday with the  Trade. participants agmd that the_

~United—States—and—the~ Eoropeam— 1Iberalization (argels sét at the start

Community blaming each other for ~of the talks in Punte del Este, Uru-

the failure. will not be me(
— Butthe padicipants_fearing dela u——go

could precipitate_a” frade war—and—_Jations; pcrh.:ps‘ l‘whnl the EC’
_damage._the_already - fragile_world - coulddelwer M. Crosbie said.
economy. pledged to try to pick up Ministers from the United States
-the picces as quickly as possible-in—mg thy EC barcly concealed their |
‘the new year. ahimosity on the final day. EC farm
-"We- ure disappointed hu( not - commissioner Ray MacSharry char-
complﬂely disheariened,”” said__ acterized.the. Americans.as. Lacking -
-Trade Ministcr John' Croslnc. who - -
attended the week-long meeting with.  Pleasesee GATT — Al

- tef a cooling-ofT period something
BRUSSELS — A four-yeareffort to  could still be salvaged from the .

five other Cnnadun_ cabinet min- - Rollercoaster ride —B81
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‘GATT talks break down over farm subsidies

988 GATT meeling in - -

S From Page Al lock-on -agriculiure-cannot be re- - used at 3 |

[~TH " political ‘Wil winle—ULS. =T fade—=s3id ee norse{ulp - o———s
Representative_Carla- Hills accused . longing themeeting.” . deals. Four.months later, 3 pact was __
-the ECof wagingeconomic warfare.____The _United States had come into__cobbled together.

Exchanges like that -over the- the talks demanding that the EC— ~AltthisefTortis not wasted.” said
course of the week had madeit clear  makea commitment to substantially ~ Mexican “Trade — Minister -Jaifhe —
! to most ,Eam'a that little progress reduce export subsidies. import bar-  Serra, who was chairman of a group ~

was le. . riers and internal farm programs. looking at new rules for trade in ser
Although great strides were made The EC, whose 10 million farmers . yices. ~Brussels js over, but the Uru-
in many areas, the talks floundered wield disproportionate _ political_ gusyRoundisnot.” _ . .. )
“ovet_long- ing_ differences” be- —clout, was-never-inclined to-make =" My~ Crosbie-said—that; for the—
Trmeaubeidy paymerte (e, ~Unless ind andl they e A i
-on farm-subsidy psyments. unrealistic. “Unless and until they — : H -
GATT spokesman_David Woods _‘(the United States) reduce the m—-_ﬁmfmmﬁm “:iﬂ
-suggested thatgiven the atmosphere—tations they've had for_some tM® ~fave 1o reduce their-expect;ﬁ‘ons_
-“it might be-counterproductive {0 now, thenthere won't beprogresson  gnd the EC will also have to make
carry on,” although “there is still _agriculture.” Mr. MlacSharryuigl.l concessions. — e e
10; = salvage an 3 - " "

somepoint.” tural accord begins today 1n Brusse : : p
fan—Trade-Minister-Neal—when _Canadian_Agticulture_ M"&?z‘.’:::.:'n"mb;m;mg‘: gl:l?e‘i:e
Blewett tried to put the best face on  ister Donald Mazankowski meets _ ternal divisionsmot: agriculty l_
the situation. The Uruguay Round. his U.S. counterpart, Clayton Yeut- trade poli . gncu ral-
—:hic“l;??n b:qn sc‘l"l::lulcd loaeetclld 'i‘n ter. The mrro :rccon.;ligz'rglgullin : i ional Tra de
russe just been extended. he.  meeting of the s uintgroup “ygio auonat 3
noted. “The Brussels meeting is __(Canada. the Uggd States. the EC, _‘%‘Cm;‘l‘.' R:_ﬁdah Aziz criticized the
deud.” he. declared. “but long live ~ Japan and Australia) so that these orsending out mr‘“‘.’ signals at -
theround.” - - — B . key, players.can map out a new (he meeting on how far it was pre. .
—Canada.—whose_ grain _farmers__strategy. -+ pared o goom firm-trade reform.” -

an%gg .the crossfire, - Unfo
had b opan%%ﬁm_not e only 3

Ly

Frates—-io@anuhowas speaking -
;%m:s_mdjLLEC-would “use—the—have beemrdelayed-The ministers say————I{_they want to call “"m"l l!i-
i = Tose To 3 numberoTotmer—Esrepcan—Communit
russcls meeting to declarea truce in — they-were close toa number market ... they had start

the subsid¥ war that costs the indus-— deals covering textiles, financial ser- . 2
e . i w F-aubsidies-s peopery That r:cn;s magﬁt begin next
y ek iR The ¢80 ctape—

(US.)ayear. v
~ Butafter 8 week-of name-calling—— Part—of - the- rcason - the Brussels_ The TEXdersor The 12

and back-room brawling, the two meeting was suspended rather than member states ‘meet in Rome for—
-were as divided as_cver on the cancelled was to preserve the pro-  their semi-annualsummit. The Brus-
“quéestionofhow and when farm sub- - madein these areas; even if no — sels-fizsco is sure to higue highon__
=sidies—could= uced—Japan,—onc-would: formally agree until tie—theagendazas will the pledge given—
-which as the world’s other e¢onomic  impasse over_agricullure was re- —al [ast summer’s economic summit

=SuperpOWRTIIight have beemableto—sotved-As-wellzparticipants-are-not=mifltouston_for_major industrial
~mediatc-the:dispute, kept its_head = ready 10 fice up 10 The prospectola - leaders o leriYhElr poliifeat weight=
low s0 as not to attract attentionto-_tolal Mature-onethey fearwiltreturn—toasuccessful GATT outcome,
the billions of doflars in 3 = “to- io———There—were—calls. yestenda,
paysrice farmers. - ——  -nism. - T~ _them to re-involve themselves and
—=1rysadlyappatenithatibe deada A similaegliempt 1o byy time was _ deliver on their promise. -
-_-— ——l— e L La . v e - lid = Y
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—‘-URUGUAY -ROUND /_Like mushrooms, "we werc kept inn the dark and fed horse manure,’ said a____|
—&mw’em:mmxmummmmmmmﬂmmx_

ﬁA—leep-coastep "Zle.m,thedan:k_‘

P ) 4 EDWARD cumsrox

——

~¥ Y- I-IEN—(I\e-oﬂ'x-l- :
—_— ory is finafly wntten of
_(Iie.l.mmy.lound
—world
recorded

So w3y trade aud fam xmnma's _.‘__._,,_
s ! tened tbe lmms of both

S

Ters b

coalt -
I Tradc Mi Neal
.- Blewett told.dazed l?onef; yos-_
=~lerday, “becausciteqniusedus. ~
The key drama the week
—occurred-between-11-a.m- and 1C—
:vm"nmndav “During that -11.=

-
—dqwr :o-bepernlneu to- hzm.— -;-_
- derment without cver fully know. .
~ ing whether any of the emotions
was justificd.
On Wednesday. the EC. isolated &, _.
- under scpe. Had pursued 4 S - b
Jouble-trached strategy with little - %
evident suecess 7o
On the onc hygd. it had worled
diligently to shake members loose -
from the coalitron huddled around  GATT spokesmas Dyvid Wnb tells reporters that the Uregusy Rowad olvuﬂ trade tslks has bees suspended
—the-Bmited - Sl:m.—-lmh was-de—sfier delegates llndun.zuuwu farm subnidics. *tenmind Prs.

—manding-deep-cuts-in- farm sub———_= - - —_—— -
~<Sars~tratiempted unsuccessfuily  was all done by a nod and wink. --to mnslalt its-whisperings into a —tiating . group watm. durg:. &
Tio pick off Brazi and Arpenuna by _Thelirst C-lmln_\lmmer Z-veat offer. Theulh'mmm col-=seekung ant thecommoa-ground-.
. @ying it would redewsen s tanffs  Charles Mayer heard about the | fapse. but the chairman of thé main “upon whkW 3~ 4&1 coukd =te—
m such 2 way a3 (0 [3v07 thar s0y-  possible export subudy reductions  negonating group decnded to gnne  erevied.
hean- products. ColomMa was  was from one of his offials as-  excrybody nil noon the next day to When they armed. EC was

.o offcred 3 special -:mcrol’ the EC’s  upned 10 ea\csdvop on comments  reconsider thair pasitions. T ___not ret present. Expectantly. thes

dntyoncotlee: —U.S.—Secrorary_of Agnculiyre .= On n_Thursday.- mormun, T wasted uround. 0_munutes while

=AU k¢ ume*imme. the EC was Clasion \:uucf w3s making 1O ro- . munisiers were mmoned 1038 1T EC Iamulmrsrmmmssones Ry
mform:mv lQatmgidess for posa- - porters: a.m. h_Trade— MacSharry: complcial a_mecung.

Mc concessiohs on. access 10 its But by late Wednesday mgm‘n Minsster Mats Hellslrom. who as.
T markélsTind evport subsidics. It—was clear the EC wasnotprepancd  chairman of the agrnculiural negpe. Plascaer TRADE =B o

T_d—t‘althFst limits of 1 Iizitl'e‘ifcé —

— thpnl — the o(u& tairmen of ~
lh: ut__remumng | Rcpolaung Saudlalmndmhad
with’ the commumity’s 12 member. 'nat_v were s dmddly hn chair, he wnlc more force-
e it -uunumk‘uf m loaked o

—ullvlvm‘ he suthaniy to the more and, nlnm gumﬂ nmsleu!
Rreots uh.l-u four days inte™ __mady of lbe mr:n !-eu- sleaming ™ havu-; unduly nh:‘ nm::
Talbs ahead nha, under-
When Mr. MacSharny did show A Malivsan minister sugrested 'm"&mf:"’m‘m‘:k“‘
up, Mr. Hefhtrom asted the ECand  they m hak 1nto thar nepotating Ol!ﬂmt under. They wanted hvm
— - Gthens 10 anvaer 2 quesionnare M groume s put together & finsl. oo 0, back production, [
—— I outhrung howfar they would  -rattpe. T\c room broke w0 ol to more umpons and curtal
km«dmwmnmhd applausc. espors. h:mphm I just
an:nzlé«mm-nlqrglop Allpm,lhefamnnmwnm wasn’ton. .
[ s commitments Jown un d sroumd four feut-g te-
e e R eArRA o g Tt s T
LT3l munniers ‘m Ll Al €3 were 0o Mr.
SN mpression IRt the BIREwere v shew peverertol looting mam watrd —“"“‘ WeTe a3 devasatad a3 the
- becaied off at woon 3nd werea ikt atome of thecomers. 2dy fled
——confounded. ~in—{3ct—the gemersl  His it comments gare e 1o Mona deikog the ay's braak- |
"~ wectng bad been powpand 1 § lop:.Thnm & platfc  of the Sreakdaws
pm Wm.ﬂmg agneuliure quickly fiered to the
From there, the frustranon of teve nd lhnr-cvularmmn;. Byt ergotistmg grouns and thnr
el days paremay (0s wave ofopts-  the complaints he exprested hardly 36339003 ground (0 8 halt. The Un-

Unted States, ca swemed msurmounusble. guay Round was on 1ts deathbed.
mmmmwofmm Qnhers alo hud some problems.  Lookng back on it all, Mr. Mayer
T enegroundon s lqmmlhc melkUmudSumlunk thinks it was off 8 marky game asd
TS ¥S AcPoleations. of parucrpants endored m:ummmdmm

mapent
Toe alls  finglly vamml mzm:’utkhmbrmnalm “In iheend you can't belp feel that
umclm. q«u"y when Mr. Onby nmn aml South Kores llin lmnd us hle mushrooms.* he
Igaman, of the EC_ "Wewerekeprin the
T1est on farm um 31er 00 the !’htnlomm;-mwmr Mr. mtwthﬂfﬂimmmm
day that hoked hic it might senveas
~vem the beres fOF rewl shons.
At tne n'chuk, n Ley partcipar.
ng countnes got topether to histen 1o
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—GAT Fparticipants try-
to contain damage -

BY EDWARD GREENSPON lhc wreckage from this week's

~ ~ European Bureau- - ~failed mecting of the General !

Agrecment on Tarifls and Trade

—BRUSSELS —-A senior European-  hasspoiconcd- the- well-of goodwill

T official leaned aéross a cafeteria 1a- " hetween the world's preatest mili-

——blc thisweek-and s3id thatif U.S tary power™and “its largest eco<”
President Georpe Bush wants more nomic bloc. -

___moncy for the Persian _Gulf crisis, One official walked out of the
~=We <hould tell him tostop killing —conference centre vesterday noting
“our farmers.” - how the EC is secking more money

That is preciscly the Lind of rhe-  for aid cfforts to Eastern Europe.
toric that politicians were domg—1It would be a lot easier to find the
their hest to suppross yesterday as  cash if it wasn’t being spent on

—aweek of world trade tatks b;mgcd farm subsidies, he evhaled.
up agaimst an unyichling pair-of - - In the aftermath of a week of lae”
puirtiaipants. . nights and stinging rhetoric. each

:J\n‘limcwhcn‘\\‘estmrmmons—of themajor two. protagonists in

——are-drvina.to.stand_united_against___this long-standing dispute pointed
wmoﬁm

W‘Shw catapulting the unre- _blocking the 107-nation cffort to
sohvedfarm trade warbefween the  Tewnitie the GATT S dafed role

———United States and European Come— book—o
munity into a higher realm of disa- - 'Thg IZC' s polizics on farm cx-
greement.

But there was no masking that__ Pleusesce GATl’—.B-V .

b EC'yvounti ol vemmmsters————
Now the yob will be 10 coatai the_|
mio other aspecis of

 hrmmgind 0 Xoep thewe o .
“pans % ’

e

.nc two yrass ‘ = garucutarty e,
I “l“dmm—lmub
e sllance.

As M H-llsh:mll'numdm
|he-«bludwgnvlokl:c!mkh

5 i US. Trade mc-hﬂﬁ-p-!ﬁﬂh-lu-
Wmmunmlm LXPOrTs oMt b0 -ﬁ-:______.,»_—um,

_ AR a wrek 1n whick the world 'Cmﬁunl’c‘aﬂmm—:uuml
Tooked to them for pohncal lead- mmmﬂncﬂm Cans- z:thgmmwmlc

b pomgraaallands ung.

Lsng bruned amd ds- ud the quoston moming
i de Rave pressures from the - ‘hnlumamll, was pulled on
The_[uropean_ Commumty once | Mndpuum(n-m 1he round. e
apmhwmed that 1t tals the ™ outile: n." e o

roktical coherence 10 march ns C Even 33 the workd's aatioas hat- . moth thas kas no capabuhty of mak -

economuc might. Thecom-  tled openly over how and i 13l deenons,” 3 wemoe U S

@%%n—«rﬁ-mm E »—JM icval - sord—yesterday.— *1- thrak

ata | conference__sdwesthe sl‘mhu- mntkw-g_n_:gg_
clashed e
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—Canada:falls-back-on—

free-trade safety net

BY MADELAINE DROHA\ worked out. negotiators left seve-

and EDWARD GREENSPON ral hlanks that they hoped would |

©  The Globe and Mail be_plugaad _by_the_plobal trade
- - ———=—talks conducted he Gencral
BRUSSELS-—" As' world- trade-—Agreement-on Tl -and Trade.

talks Jppurcd headed for o talt
this week. Canadian ministers were
congratulating  themselves  for
stringing a free-tradesafety net.

~The trade agreement with the_ -

United States is looking better aft
the time.” said Agriculture Min-
ister Donald Mazankowshi_.

" AL least you- have some rules
“and 3 dispute-resolving mech-”
anism-in place and you know what °

TRules covering agnculture. pro-
curement.  intclleeresty property
and subsidics were left largely
undone.

Now. with the US. Congress in
a profectionist mood and con-
centrating more-on-Mevicoy than
on Canada. negptiators will hasve
1 eo back 1o two-way, of perhapn:
“throc-way wlksoo \mrk out thewe
sticky 1s<ues.
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1

i
i

Sofl o0 pround. fules are theré 19— —~TherewillBEim nmm-.ns. pressiire”!

conduct the trade between two

10 deal witha amu.ulmrc und Wil-.

[ COUTITTTeS:
The safety net hac a few holes in
W however, that will have to be
fitled in.if ‘Canada is to_become___°
more dependent on the U.S. mar-
ket forits cconomicsurvival. __

tant whe was one of the US. n..cn-

‘tratorstor the deal with Canada.
This could_cause dificulues for

" Caida. which isalready facing ins ™

_ When the Canada-U.S. deal was

Pleasesce CANADA B2 .

Canada heads for safety net

e From Page B)

Mr. Wilson sand.
He said 1hat evegif the trade Lafks

creased Jemands for financal sup-
pon from Cazadian Larmers sho
fear 3 fadure of global trade 1ails

iy perces.
Already m Brusels )nlmb
producces amd pracenon sere tait.

i
3

T
©vent of increawed Rostihines n the
farm subudy waz Metween the
. Unied States and the LC.

will mean 3 furiher drop 1n commo-

ing st the nend for more money ~ some of the ﬁund-ol:k allndy
cushon o thwe

were 2 sctn, “we shll Rave 8 sery
depresscd pnce of wheat today that
would be affected only marpnally
by anagreemeng

"On the other Blanks left i the Bi
Lreral accond — mmnﬂu. uh
sdies and miehestual

Py IEFTRTITON M 1o
GATT could be waed fur 8 smaller |
ogmmu

theve 3y

Ales Graham, presudent of Prane
Pools Inc_ sd 3bout $1.1-bullion 10
immedutc

wpportu
The ik of tnde wan has stready
staried, be noted “Thns will Jefie

w0me.,
hcrc that the heginmngs of a GATT
agreement. sheichal oul 1n Bepotie-

aneeded. ———— 1M, will be sslvaped by inteteaied -

counines. Canada n parncularty n.
mwalmnmqamwluﬂ -

wiely increase the
among farmers. ©
Bursuch payments willanger U S
farm groups. shxh firmly hehere
€ anadian agncutture s Aeavily sub-
sdired umd huve Lunched « senes of
1rade cnons 10 hack s
Thelxdofs ‘luh.ll irade deal will
3ho mereave LS. wrunay of ihe
m farm safety met program Mr.
towsls ang s p

cousrerpurirnerbnd on

Fonanng sty mn Bruvch

The mnwien are wcheduled_to
meel afdin 8 Regns Act
where o -fingd p.m;: couks te
umeried.

#inance \!-mvw \ichae! Wilon,
wha i Hruseh for e trade Tl

alrendy Mmade sihewances for connn-
Unt PaVmEnts to tarmors

£ will he sny JHT

~an) 1he Canmlian grvemeent Rav-

trithon E: - —
Whnle &ilficult to ne:omu. Mlates
ral or tntatersl deabs in thene areas
will protect Canada from e momt
of US. protexnonnm, whah mia-
nien fear willincrcane1a the wabe of
e taths fnlure
“Thaseno dusthatmthe US
the present protecicnsnt mhﬂ
-m prolferate ang_umisterslim
W-ﬂ-‘hﬂr

rem
M-mna——ﬂmmcm -

Yeuerday. the US. dc!rphcn a
the ulh u.n 2lready tabing 3 more

-ﬂlumc Calh Hilly defemied lhc
wclk\i section 308 actons LAt Ihe
¥ 10 puRnh what g Pehever
JTC UALIIT s (ICTCTY h "y lud
wpraneen -
'S- ong 3s we de e »n
agreed-10 mullsreral ruks, a's SIS

~ *fgnt thmt lhmmm—vmmmungaum CINTPro-

here people.” Mrs ills
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E%aéfarmwrangléfunreSleéd
L G&T countries given until Jan. 13 to sign new deal

L ) 4 INE DROHAN

eulAnEirudbtoughla rve-
year effort te rewrite the rule book
—fotwﬂdu*mbadyuaday

- ol mdm xiu 13
- offer untilJan. 1310 _
~decide—

; wuﬂ’

. (0 reach.an- anhefam

. m

GATI' mﬂﬁ- lheonm_.ne,c——-
. CORMIESONSE—
.ﬂmdus.d‘.nlkx

—'Ith A . [ __SECIRIAD

- proposal.
g e -
hent an. can {ermumate - pt
- thecurrent round of negotiations. -~ - GATT Sead Arthar Dunkel:
*Mr. Durikel, who heads the world  Semsent expect all
tndeuld\dqm;sthecen- which I have had to make.”
ﬂd& ,a:w&{r:u,‘:ﬁ decisions Which I have had to dealmposuve.evea though
send-oﬂ’mageloGA‘thtpmcn mmmlmthcbn;m
"_the potential deal-breaker tatives. International Trade Minister Mi-
"rﬁ'iEhtheUmldSulamdthetC-“Blﬂ He told” them™ there s “no  chael Wilson said last night in
remain atlogdd:ds—hqwmm .poing back” _and_urged_them .to _ Ottawa _that he remains hopeful a
uc:l‘amsu Judge the entire deal — not just farm deal can be worked out be-
o one is infallible, and I would picces — and not to be hasty about  tween the EC and the United States. *
not for a moment expect all partici-  theirdecision
—pants to be fully cortent withallthe  Canada’s initial reaction t0- the — Pleasesce DUNKEL—BS _ _ _M{

K
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3 Du_g_l_(_el issuesultimatuin
.q. -l lekh'mwr:n with numuﬁ&-nm
"'hknudthtnn_ urifls and then -reduce  but never completad.®

—:wa':r“h for &M&aﬂ“ub

requires

pute scillement procedere
w*— Wnumwx prthgt taeenbers fir try to settie their

ing boards, but there will be pisgpe- - ot between 1993 and 1999. He ) differences a binding proc-
-dmd,t‘&m S pere &_mw&-°0mdlﬂ:p in ia & sember
m 7. WH .

i
want AP reaction. began and criticized by the fod-
iwm-_mm&u_owc&su: Wlnhdlol‘lbiﬂmb
9 - 2 ~to_-the —muhtinational -GAT

= amonnt -spent: mmbd’aeuhgmn US.-Trade Represeatative' Carla
"‘MME‘I ulmdn!;ymwlhnem . Hills and EC Trade Commamioncr
.~ volume af sabtidized goods sheeid __ 00 the plus side. the GATT deal  Prans Andricsen are winding wp.

_.& z‘ =defines mnn&r their anoua! bixreral meeding

= : . impossibie durm: ‘,ﬁ US.
=:Will benefit from clearer rolesax— MPOSH g -
free-trade

—barmassing climb down .in coc.ara— . Shannon, Cmdui ﬁ “Hills - and  Mr.-
_,Mmmguhm AmoadalomGAﬂsduk _ Andricsxen are under inlense pres-
T7dispute in another that could make oturonen!hngomm prema- sure from unhappy farmers, who
_‘mmw.mmnm ture. - have marched in the streets of world

. “You cant come {0 8 vicw-on what they fear will
- d‘?}g sensitive sectionsin nlkmguntﬂyoukmwlmm‘ve b:anmcrm

poﬁuny
question ucing Yesterday, l’oram several
’mumgfmﬂ gthelho@t&ensa d mmsuurm id siege to

- benefit grain farmers, but could po-  shot” of getting an agreunml GATT'; beadquarters,

g uanylnm pon.ltry adacould behappywith. mﬂ’nc. ringing cowbells °
== 4:3 adess” Washington trade Iawyer lnd lob- u\d mgothl.og :uh cggsas

—%Thmw—m byist Gary Horlick said the deal on - lheycqlend the building. —= -

Eosamen
;.a“‘.:.; ar- braodoane.

Canadi T5Ggh !i‘lﬁm;’" ‘battle at
-tb GA'lel:l gin a long-term

dmnhptnbdmc:m do-
— mestic consumption by severely res.
__mmpons.

—ipre ew =
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_GATT agreemeit gets -

~lukewarm reception—

=~ Accord still faces tough scrutiny

T 7 MADEIAINE DROHAN ™~
.GENEVA_— R was a

_hopeful sign farthe future of a world
-trade sgreememttiat noone

the 500-pagedocament cutnght 3f-

_terits releaseimyean the weekend.
who did comment criticized the sec-
-~tions of thepeoposed iccord thardid
not go their way. .
But none of te 108 governmen
involved. uthesed the unqualified

ve-year cffasz 30 write a new -

" ‘ment on Tariffs and Trade Gast offi-
- Eommymmn Baren - cially deliver their verdict. -

ore_imporuntly_for_the_poli.-
—ticians.-they- have-until-then-10- de~—
cide whether the deal can be sold on
the bome front, particularly to do-
. “mestic constituents such as some
farm groups that fear their liveli-
hood isunderattack, -
.. Incountries where clettions 150w,
such as the United States, or where

nerable, such as Canada, Japan and
France, the political dimension is all

book for trallE; & move thit would- ~No-agreement is better than &

set the stage fior increased protectio- - bad
_._Tndg__.._L_

nism . S
~‘Governmesss have until Jan. 13 to
decide whether they have gained

lost in the new .

morethanw they imve
GATT agreement. That is the dayall
108 members of the General Agree-

o From Page B ~

” US. Trade Repres
sentative ~Hills said on the

. weekend. She added that the United
States was going to examine the doc-
ument carefully before commenting.

‘Pleascsee GATT—B2

use of unilateral action by any ope

" Mrs. Hills has_said that 2 bad
agreemem.  which in terms

- means aiie That does fittle to reduce”
subuiclies barriers

farm

ongredl -
“Its wmch worse than expected,”- continue to ban rice im But . .

said EC Asriculture Commissioner
: Ty, whio-did noc i

arm-sy

section-ba 52id the EC examination

of the acxord would continue. EC

grdt:_dmde ministers are to meet

"The Earm s5ction — which calls
for retactons in farm export sab-

ke—with-the-rest -of - the ‘world -
tarhy—the

The - politically- weak - M go1 long wayto-
government doesn't want to antago-  ward smoothing. and _regulating
nize daify. poultry and egg farmers, _ Canada-USS. trade relations. Little
of whom also happen to live in wonder that Canadian negotiators

were gninning broadly when they

ofr
-10 tradevin services, would not get by..._Jagan and é;tn alsa_dont like___ﬂn:;_p:!_l‘mn.hxc el the GATI mecting
. section y. —

use they want to
But accepting the GATT deal as is.,
r. Dunke! has said it

- will-involve-a-
' United-Sistes,~weakens —great-deal of back pedalling by the
their bargaining position on this Mulroney t Having said
point. . that &JM& an exemp-
- Trade’ Minister Michael Wilson tion for -its dairy, poultry and egg
s2id- he . hoped_a. deal could -be the t will pow
worked out, but he, like all the havetoexplai livewitha
others, refusedto giveupquiteyet.  deal that not ha -
duuue?‘!roﬂ'ebm'iﬁfon

Japan’s burgeoning susplus  which is how

partic-—must -

-and_2& pec cent by_volume between. - ized the deal ‘as take-it-or-leavesit, be changed as & condition of its

1993 3mt1999 — was inserted by
GATL_ &rector-general ~ Arthor
_Dunke= when the EC and Usited
States tofinda ise in
last-miimme negotiations last week.
: t over farm subsi-

dics was threatening-to scuttle the
entireGAT T agreement.

Camnelz,

e par o
_issuc wectrthe part of the farm sub-

10 be transiated into tariffs
and then tedue«: 9%1; amge by 36
cemt-hetween-1993and 1999:
:R;b&auns the long-term sur-

vival of the system of supply man-  tling
ich - g . .

agement. =

dairy. pemhry and epg production is
kept m balance wi:h“domeslic con-
“Sumpuoa by scverely restricting im-

Japan. took._. such_as grain: where-

but Mr. Wilson is still- hoping 10 of the deal, that will open
. makechanges. T —'lbem;amandamdswill
_  Canadian®s officials --have - scck changes too. The fragile con-
. lways feared it would come down  sensus on issucs other than farm

to this; Since the GATT round began  subsidies will shatter. --
in -1986 Canada Ras been pushing . There is a uine fear among
twq conflicting positions in the farm  trade analysis that a rejection of the
alks — free for commodities - GATT agreement will open the door
s ere-Canada. can - 1o increased protectionism, which in
compete, but.continued protection  tum could kead {0 outright trade

L X T RL llTll)’l'J.'l.llllo,lll-ll)‘chbl.‘..'o!l'l‘ Y 0 .'-[:‘ MIALS.

Now the Mulrdncy government  As the 108 govemment leaders
will have todecide whether theeven-  consider their response to the pro-
tualdossof protectionforthe dairy—posed GATT agreement. They must
poultry and cgg sector is worth scut— also decide whether they want 1o be.
entire agreement, which responsible for unleashing the forces
* contains important gains for Can- -- of protectionism. - --
- addinmanyotherareas. — - it would help if they remembered

The lg:dmml on what consti- the lesson from the 1930s — in s

tutes 2 subsidy and rukes limiting the _tradewar there are no winners. o
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~“Draft. shows |
N0 safeguards

feartrade deal

_Jor quolas

. sparked leas among some farm groups

.that Otigwa is putting dairyT egg and -

chicken fazmess az nisk m the purswt of 2
—contmemal sydepact ————--  —
Indosey critics argue the Jocumers |

quo(n on Q.lppl\ -managed commodities.
leaving farmers vuinerable ‘o interna-
tonal compeution.

=  “Nowhere in here ishere 3 Canacdian”
proposal that would allow “cur Supply
management system to function effec:
treely under a free Uade agreement.
save Warme &sez. presiden: of the Na-

- - - --J""’ C— . ——
- - — e —— - i - — - - - I3
- e e e e ’ﬁ_‘ ! 3
- <
L ]
. h
-
o .
L)
14 - " g
B~ :
3
~
-
- .-
o= 2 >
- oy &4
. =
N -
."b"’ -
- L o .. -
- <3
S = -
' 4
DA ".;"
-

% o obCas -
.8 -1." () =~

& - ‘e

- - —

Internatonal Tnde Mimszer Michael
© Wilson has sxid Ozawa will sand by its.
— GATT posijion,-which oppeses the con-
_r‘eis'ﬂo m

aged products into aRls; i trade nego-"
tations with Mexico and the U-S———
——Critrcy-however,-sax-Wilson's 353 -|

on-supplv-man- - {

Don Knoerr believes Ottawa can't-affard to be seen'b-"f"{my-
fram its commitment to pro(ecml‘nd‘poultryw:aduem*

I C =
Rickard De\le uecuu\e director of
¢ armers-
“North &merican: trade e pact- shoutd n—
“~clude 2 specific reference to GATT Ary-
__cie XJ, which aBows {or impor: quotason--

T-port-for-Acticle-X1-inthe dralt text And | der GATT, Easter says it isn't enough.
-he called for 3 full analySis of UW deal's—=hNobody- knows-at-this- stage “where -

supply ‘Managed cormmodities:
~——We_would prefer the text of Article
X7 outiined in'a NAFT A agreement-sc—
—evenwe lose L a2 GATT y sl
~ mainm 2 supply management s\xe::L
—“.e vy’
Withms: tha arotection. Easter smvs

[

and stability very much n jeopardy.

. The draft tex: also shows the Ameri-
T Gans appear eagertowerde wdinmhed-

business from the 1989 Canacda-U.S. free

T1SsE Igreement—
talks. U.S. negouators a.-gued that gov
emment agences or “public emma
such as supphs management boards may
e guilty of x.n!u:‘y subsidizing exports.

‘For us. it's quite a concern tha the

13 Seve «li asguing that we ase a pubhc

—emry. —srrs— Gery—
manager: of the Canadian Egg Marketing
AZCnCy

Garrmer—generai—-tect-domestic_programs Jike_the_Crow

impact on the industry before it is-signed. _| xsgungtogvandthaemm:s
 — 3 nay- -into:a situating like (the | z= currently being disputed,™ he says——-

€ansde-L-S—{sree—trade_agreement]} | appears it Will be more difhcualt-

where we suddenly wake up with a | ag Canada to fight unfair a'piﬁ__

signed -deal-and-severe -impacts .00 our.{_nees by.ifs trading partners,
i %vsumxsmderthe&mda lﬁd&l
—tearevent-the US. from wielding export
not atford potitically toQ be secen_backing 3 mmapmrevndmmﬂ&nwm
avuy from its corartment to protect : amn markets hive been weakened-in-
gg_and poul:.-y producers when :rdnthhAmenantut. hgsays.

think 2 - &m:-U.S dal}—youu pmgtocon

ha.rdv after mzkmz such a cg:gmuneﬁ! i -zh the :lrglx;a;:{w; S‘B';'S-mK o
{-and.then signing 3 e 3
_regional t - —The-U. S—alsos seeking 10 supply the.
[ ment that pulled Gut the rug from mmach&emazmldmm

neath 11, s7ys the Canadian Fedeﬂuon
_I_A_—Imﬂ‘s_!ﬂdh!mnm _each countryto set out its trade policies_
Don Knoerr- - ,:nn-cle:xly That could have major im-
Aside from supply mnagemcnl Eas- : pbcations for the Canadian Wheat Board -
ter says the_government has failed to pro- | which the Americans have attacked for
~too-seCretive in its pricing prac--

transportation benefit and farm safcty i
nc! plans .

Ganiner also expressed cuncerny war

“I expect we will see the board target-
extensively, because the Americans

Canada chnse nat inciude specific sup-

gmns wll be adequate!v pmtected un- ; want visible pnang,
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Montfeal may be NAFTA’s lastchancé in 92

By _.e.m... Morton -

Financial Post ; .

OTTAWA — Trade ministers from 952_“_ z_ax
“icorand the. U.S. sit down for the fifth time
..Za:muS in Monlréil, 1o Try To ovércome seém-™
-___x_j_a:::&:szn barriers, to creating zs
largest (ree trade zone.
Negotiators from all three countries say little
progress has been made in recent weeks in find-
PR common.ground in the key areas of trade in
) :8._8!_8. encrgy and agriculture, and in lift-
' ing limits in Canada and Mcxico on foreign i in-
g_ng._cﬁiga oo
>“In addition, the.U:S: and Mexico and have

353 forces to-push for a new firoposal on

textiles that sa:_.. cffectively remove Uanada's
now privileged access to the U.S. margisat -

In the Montreal round of talks, the &2_3__
government may finally indicate how éar it is
willing to go to get « deal with the US., espe: _

“cially alter week-long tatks in Washuagton in

mid- Z.._R.. went virtually nowhere. '
“I think I would have to characterize the pro-
gress as'modest,’’ said a senior Canadice .::_n
official involved in the talks.
So far, the Mexican government has. not of-
fercd much access to ils protected aitomobile,

eneryy and financial induslsies, something both.
952_.. and the U.S, are insisting upom- -~

Lomppunding :x.. vBc_nam withr =egotia-

. gress to co

tions is the attempt by the U.S., Ean_, the name
of FIA Plus_to_get, concessions from Canada
that it was unable to get in the Canada-U.S. free™
trade agreement.

~-1ts latest-move would a_s__na the-way- Zo:__..

American content in 83?_33 s calculated

something the Canadian’ _=._=m:<§ -would -

Although Canadian trade officials still say
there ig sufficient time to geta %m_ to the U.S.

ne._n_dwu this wmnwa.lw.”_\ﬁu is growing m_.nnc_n.

devastate it - \,

tion that a package coulf not be ratified in'1992
because of the U
t a trade deal this year, it must

get the vaom»_u by the 3._ of April.- -2

ection. In order for Con- -
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in-anaf- |

meetmg
“tempt to bridge deep differences™

ot Nortlr American trade’ pact==
= Astheminmsters—met-in—seclu—

—The U. S is trying to tenegonaze
“uf, . der’
acturers got under |
Ztrade-agreement- tha
Zparted yarns to be s}nm and w woven
~into " clothes,said
-president-of the' Canadian Appa::l
-\{amzfz:turers ‘—Association——
~Those clothes-can-be. shipped. to-
-U.S~markets- carrying-lower du--
_tiesthan those from other
coun!nes T

ﬁnﬁlknfanewagmemen: .

EW up access Caen ‘

Camdzthrwgh its licensed Calvin™
mard BV DHiness———=———

Wlu’fe Wilson hds said Cirada |
F oAl fight the” proposals; Canada’s -]
“textile industry Wpuld be willing to
mpt

them if they were granted 2
errgr_.xkew US..,
.YEQO uties.

US "Trade Represen Eﬁ‘“&rla]hlls. -

e

ile manufacturers mn'shm-about
—SOmunon-yardsehe-said e |
| Yesterday, - the _nationalist— Ac~
_tion Canada Network aguin called
—or Wilson o abandonrthe taliesTar—|
- guing that Canada is giving away

“even more” than it-did durmg the-

—t—m——

10

ators have been trying toinsist on a
‘North American content rule for
textiles as C on 1S |

"We may have no choice but 10
accept;’’ said Eric Barry, president
CEnadun Texnles tretituee—]

..gxmmonIy,xg The L.a__ . _
**That would mean we would be

ericgmcot

ton, adding 25% to our costs,”” said
—divector—of _fi-

nance—for- Chatcau Lingerie ||
—Manufacturing Inc. of Montre—
- al. The family-run operation is the

[+}
~But-Barry: said both-textite-and-
apparel manufacturers would want |
-*’substantially”’ larger. market
share in the U.S. than they have:
| under the Canada-U.S. agreement.

ing (he {ree Wade  agrecmem™
—thyoughthe—North—American

Clothing manufacturers -are al-
lowed_to ship the equivalent of 55

* largest underwear manufacturer in

million yards of clothing, roughly
halfof 1% of the U.S. market. Tex-
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‘6Vér‘tars*'andtext11es

BqugerMorton ) The’ .S. has taken a hard line’ | sumption from Mexico. Because
&s, “insisting on regional Mexxto would be included in these
“Finamciat Post=— —— ‘nlu'oﬁwgmfor-lmpoﬂmg - yarns— L new regions;.Canada would getac-
MONTREAL —. Three_ days_of in—] = Darmeans the- Cmadan-ndustry—-cess-to-yarns-at
g e = i W:&
i | T o e duty frec. | & o o
_closer to_putting together a North | sup to et duty-free. | gotiators industry groups are
=Ametican trage deal: ~—Canadanow imports nearlyall of- %O-m&FEWﬁTWD:
— Trade-Minster it Basic yarns 1or Caradtar tom | fscasscontentand-rafesoforigin:S

been significant progress in a num-

~moved any closer on the cruciaiar-

. Strie + i o
lems at this point,” Wilson told re- re-
ers after the trade nunisters

up their fifth meeting. -
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3 US. officials plinned to raise'the
K collecting

__ restricung

= the’amount of output, a move that
dbuldpluselhcf-‘nndt.'hom
lhgmm of oilseeds in

Ludm of.France’s -1.7 million
“famesaﬂedformmedmeumn-
- wide protests. “‘Before we die, we
main farmers’ union, was quoted as
ing~by—Ri -

* And we will do so with force.”

—gotiztors-from-6a
_ through had been actueved. —

° earlyasMonday.
| ma

- They'll find fresh markets open to

Globe and Mail November 21, 1992, (continued) page A14 Policy Event #13

—~—Prench trade minister Dominique
— Strauss-Kahn szid that the deal was
not acceptable to him and that the
French govemment will review its
—implications next week. It is not yet
clear whether the French will msk
_" creatinga major rift within the ECby

nyingtoblockthe
~=Jacques—

Delors~ the- Frenchman -

— who_currently .heads the EC bu-
- FERUCTACY, was not looking plexsed
—uhehudedmum‘otwp-
EC bureaucrats in Brussels to discuss -
ﬂlxdaLMdadnotnopECne-

. - "Although the bean dispute was a
- side issue in the world trade talks. ne-
__ gotations in other areas were effecti-
= vely stalled-until it was setled, and
the latest U.S.-European discussions
- evidently.. went_beyond - - farm

—ony-of goods:to-try to harmonize-
-—:helownnﬁs.bmudmmem
- taniffs and to open markers on ser-
ms(md]mmvefomrdon[gov-
~emment

] procurement. "
.She said U.S. and European offi-
cals must still bring nearly 100 other

FOLATIONS May start in Geneva as

-

_ M Maprmedlheamdulu
bmdccbnsnsmbem lhe two

jor trading partners.
“It will be good for the industrial
cauntries in the West. It will be good
for the developing countries as well.

them in which they can sell their pro-

mmmmlwmum
ble opportunity to hzlp lit
woild out of recession. ® ~
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) e:GA’IT—‘pact=

-—Macl.aren-halls -deal as- source ..

— .of exports, JobsTor Lanadxans Sl

IO [ o NiE EFEECTS |
onping i ok _|_OE THE DEAL _
ncpotiations-came-10-a-success—1{-Agriculse: y: impont bans and— and—

e @E_«mﬂ%m-— 10-be-gradual
> 117 parucipants 1 the MW&nﬁ'Sﬁ%ﬁ

llllll

jc_r:n_l“‘_Q|grt¢rm.-rul on Tariffs and _{_farmers and export subsidies _
-Trade hinally agreed on a host of - | LT e
contentious issues and agreed 10 | ausomoblles: The United
“disagrec on several others.. - - " States and European Commu- | —
“Today the world has chmcn L nify have in the pést Wﬂd

Sicad  of “uncertai nty and con- Each nation ld o
- | ports. nation now wou
Miecr"—GATT— rccmrgrncml—" “.lwonlyonesu:h -
feter  Sutherfand  said  as hc _limit on any industry. |
roughtl tuay Rou antobelm-

ol m—gach—lr@genng hupgs—~ _exports, but subsidies
“hiek-slappingypd the quafling “allowed melp poor ,:;.::s
of Chilcan red wine hy the juhl- o promote research — — -

l.ml ncgoliators.  Yoxilies and -Q

more investment, mope jobs and | O
larper income gmlg for all.” mmmmm bt B

'ndde:! Mrcd Sutbcl;l:nnd ;ull:o said T S
he_planned 1o celchrating — —-—— -—-
_massively” lastnight.________ g‘ o "““‘ "“'“m'"l‘mm“:

Uhe long provess hud hrought
the United States and the Euro-_ 10 | 3“ poctic, emotioma-= al—
Jpean Community to the brink of > ~most like when the astronaut set_—
“a trde wor sov ~—Toot on the moon and s smd ‘Onc__

-suchdifficult-issucsastrade_in __ piant_step_for_mankind, = said |
audio-visual. maritime "and™fi-~ ~ Kika de.1a Garza, the head of —
nuancial- services were left un--. the U.S. House of Representa-_
settled because of - gaps. that  tivesagriculture committee.

* 'l

leaving Geneva today were con-
- fident they hud opened the way .
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M — - —ouoﬂhemgmm“m L The governments-of—
= — . of ihe GIk-Coutries that éxport 115 other ‘nations will also need to-
—"lts E 'm;irl.'sutopun ypean~farm products will reduce the vol- lppmthewtmt beforé it

tative- Tran-Van—ume of subsidized exports by 2] per _comes into force. That'may be diffi-_
Thinh said,” comparing - the—trade mtmnmwunson a-- cult for some of them, as evidenoed

tiots-among South Korean stu-
{10 & pewborn child. Why - rice imports in Japan arid Seuth Ko- ~ by A g

HadBCnegmerugohe- prodna.sndpanuuwinben-- - 39

W

~Therc=werc— enormous- ups Bringsunder .wotld trade rules clashed with riot police nearthe LJ.S.
ups—and - o and apparel and trade in embassy in protest against US.
}ndlhou;hmwouldcollapse. Ttwas_-such scrvices utom eouulung tharledlomead lOSOlIIh

Wmﬁ will Thmm
phased out cver 10 yearsfa e~ -y berccritics Tear the-
jobs for Cpnadians ————————=—service.sector,-developing coun gA‘lT‘z:l :ﬂldnve Baadreds of

W‘ - m'mdaam usands o cice farmers_ou_of.

RoyM ren said in s hh‘ﬂl&—' ST AT B [
dealwillcpenm(o '$125-billio - mdmuhudmﬂ are pro- :’.:: ﬁﬁ“oz"mﬁm
' (US.) in goods and services for Ca-  tectedfor20yeans. mdtbe mumemthstaco

_Further negotiations under. the deal world trade body with a mechanism

“could add $175-billion.(U5.) 10 the__tosettledisputes. __ ﬁfm““““‘“‘ scticn
 total, u:eys:ud. Lt © Identifies which subsidics can be mLm
m‘m&uo 0810 e haningwouldh e

Broteclad 000 QAlYY P 0183 0 A NOY ww._a'n n Py m
and poulu-y farmers from foreign nge manh ud Jevd’opmt Of in the | Camdl, .U.S_and_North_
competition and thal-have keprihé—adap( 16 Bewenvircamental re FOUITC— A merican free-trade agreements.—
prices of butter and chicken artifici-— ments. ’ For dairy, mmmm
ally=high~The.quotas-are-howev \TT-des}representrar
replaced by tariffs that will drop . toty measures as countervailing du-  eventual |°,, because it will grad-
only slightly over_six years™ suarting  ties, ant-dumping messures and - ully reduce their protection from

in"1995 and will not disappear alto-  safeguards..” - ports. Aluminum producers
gether until the year 2010. - " The agreement is expected 0 be m‘m also feel aggrieved after being
- —The deal slso> ——signed-April 15 at-a trade ministers—jeft out'of a déal to reduce tariffs on

_e_Reduces tariffs-on_a_number_of _ meeting in Marrakesh and will comé __non-ferrous metals_to_zero because
k:y Canadian exports. including —mtofomon.lulyl 1995. But first it—of French fears-for its aluminum in-

1 the U.S. Congresscwhere—gastry. . ——
dcpendmgon themaket _ opposuuon l’omcs are dmdy With repom from  Canadian
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. Rover
DEAL: Peter Sutheriand. head of GATT taks, swings gavel (o officially end the session that led 1o an accord

NEW TRADE ERA

World GATT accord hailed as deal of the century

GENEVA (AP.CP) - It's cailed the Sutheriand. head of the talks as he against foreign competition

trade denl of the century. smashiny
tanffs on everything from eomputer
chigs tn pntatn chips

3

banged the Lable to loud applause and
the Nash of cameras
The endorsement of the trade pact

Lllvwed years u e

Wednesdav on & trade reform package
they hope will knock down expurt bar.
ners. crente Job< sround the world and
ek 1 the global

deadlines and wurs of wards It wan domestic daitv and poul(H™products—

clinched virtually avernsght sfter the
US =nd European Community
fved their differences on Tuesday

Economists believe trade hiberalizs-
tion holds out the pramise of expand-
ng giobal output by $6 trillion over
the next decade

—_The expanded rules of world trade

now alao tover agriculliural products—

and the expanding services sextar
Canadian officials cetrmate the deu!
wn!l apen sccess to $125 hitlion US in
gouds and semices for Canadian busi-
- ness and government Thes sav fur-
ther negotiations under the desl could
add $175 bilhor US to the total
- The agreement will mean more
exparts and robs for Canadians. said
Trade Minister Rov Maclaren, who
was ding the GATT neg
1 intend 1o raise this gavel and to
conciude the Uruguay Round as a suc-
cess afier seven long vears.” sai1d Peter

But the agreement still faces con.
tentious lemsistive battles before 1t
can take effect 1n 1995, It must be for-
mally siened in Morocco in Aprl. and
in the United States. Cangress eannot
degin debatingthe meavure before
April 15 at the earliest

President Bill Clintan ealled tne
agreement an early Christmas gft

which “cements our pusitinn nf leader- .

ship 1n the new glabal sennamy =

The agreement will establish o
World Trade Organizatinn with
tougher enforcement powers Lo suc-
ceed the General Agreement on Tanfls
and Trade

There were & number of comproms-
€3 1n the final days of bargaining as
varigus protected industries suctess-
fullv fought to retain their barriers

Canads was forced to back off on
import quntas for J7.000 dairy and
poultry farmers Instesd. it gnt high
tarilTe - up to 351 per cent - to protect

fram being undercut by imports

Those tan(fe will come into effect
Julv 1. 1995 and will be reduced by 15
per cent overuli in the next six years

D.poping taniTa on paper products
mav open markets for Canada and the
price of grair may nise. ence subndies
drop. helping Praine farmens

Canadian telecommunications
expertise mav prove veluable s new
markets open up

Fuced with Eurape's refusa! ta rut
1s barmers to U'S film and televiainn
imports. Clintan told 1rade Repreesen.
tative Mickev Kantor to go for no des!
rather than & bad one The adminis-

tratian agreed to sart out European,

mireraft subsidy issues ot 8 later date

Speakers forgot the acnmony of the
past seven rears and tense bargarning
of the last seven davs and weicomed
what manv hope wiil be the start ot &
bright new trade ora
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Farm fears fade — temporarily

By Donald Campbell
Cingery nerem

If there was “s gant suciung sound”
whisthing across Alberta Wedneeday
after confirmstion of the new GATT
deal. it was farmers taking another
deep dreath before studving the fine
pnnt of the agreement.

Recnuse for now. 3t least. concerns
that jobs will be swept sauth reeulting
from the globa! trading arrangement
have been tempnran!y allaved

“Hapefully this is the end of it smid
ecr producer Rudy Kust. “breause if
the system falls overnaeht. thers will
be absolute havoe.”

Alberta sgriculture producers will
spend the next few nights nerousiy
sasesmng who won and lost as detarls
of the 117-nation agreement speed

- >

va 'WHlT'S AT STAKE
ue of SUDDHy-Managed procucrs 1

® EGGS Totw mateny -
progucton 423 muier '
coren_gnce recerves By ; s
DI0GuCer De- GUTEN raNges

from 67 cents 9 $Y 17 =

B OMCKERS Ton:
1CO0IS DNG 10 farmers |
1992 was $1 6 Zomon o2y

across the globe

The dea! brings several fundamen-
tal ch. to Canad agy

There will be 8 new :mport comtenl
eystem pul in place to protect
Cansdisn egg. poultry and chicken
producers’ grip on the national mar-

—ke:_ezporters such as beef producers
will be sasessing changes tv market
® barriers in the Far Enat. whest pro.

ducers will be lookiny for both access
to new markhets and an end to subsidy
wars that depressed prices below cost
of praduction

Hut 1nitia! assessments of the deal’s
effects included cautinua optim
and a smattering of confusion
Industrv epokesmen for particularly
sensitive sectors said thut the kind of
Tglant suckinge sound” of jobe going
south (that U5 billinnasre Rose Perot
warned about during NAFTA» wil!
lthelv not happen in Caneda as &
result af GAT

Concern thut marketing bourde fir

vaNTE 107 DOUNrY D60CasSs — — T
ng was $1 8 peon

Source Ageunue Cnata

e Ti358 Swrtng Cagan

egg. chicken and milk could be wiped
out have been temporaniy defluted
The protection promised that new tar-
T on imports will keep prices higher
than what Canadian furmers need to
compete has been hvped by federal
Agnculture Minister Ralph Goodale

Goodale said the tanfTs = which will
ange as high as 280 per eent on chick.
en and JS1 per cent on butter - won't
fuise consumer prices and the amount
paid to furmers won t 2o down

At the end of six vears. the tanifls
will remain high and the poultry and
duirv industry wili he secure hehind
ur trade negutiatinne

nited Ntutes 10 expected to

fight Canada over the taniffs
Accarding to the Cansda-US free
trade agreement. all tanfls on agncul-
ttral producta Detween the twa coun-
tries are to be eliminated within 10
yeurs

“It s impertant that we use th:s
tntervul between now and 19935 to con-
structively renew. reform and sdjust
the supply management sectur to
Make 12 us sucoesaful in the future as
1t NA» been in the past.” he sard

Hogwe King, general mansier of the
Aiberts Chicken Producers Associa-
tion, suid Wednesday he needed more
time to study the level of tantls and
the effect they will hsie on the pnces
of imparts

“1 hepe he 1CGondale: knows what
he's tulhing about.” King said. “fur the
wake of the industry and all the job 1t
creates in this provinee ~ -

The faod service mdnstry atiached
the puvernment » deciviun tu cuntinue
black:ng cheaper foreign datrs snd
poultey products being sold in Canada

“These abacene tariffs simpls
repiace ane bad svatem with apother =
said Douglas Neegham. president of
Canadisn Reataurant and Foudsers-
ices Assuciation “Csnadian consumers
are the big GATT losers ~

Mike Scaily. Alberta Wheat Pool
manager of policy and dusiness
resenrch, said the CATT deai holds
promine that caport sube:dirs that
heiped the U'S and European farmers
undereut eampetiton will be gradusliv
eliminated

“We munt sev & miracle tumaround
N LT markete ~ Nceily eaplained.
“hut at icast we dunt think things wsll
rt ANY wurse i MeAns e ihe wy )l
S st of cateert w
ter Marhet nOvree ”
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= DY BARRIE MeKENNA -~ dreqiolds; but in iheir plice will

oy en b o

— Ottawa hails new

: T ) ... o / L[] [ ]
=Farmers-are-winners-as-mile-high:

pact

- e

~~jobcreatiomin the food indusiry __ing equipment will see export ™
_in order (o protect m___,..._u man-

—con]
.-

--rant.owners and food .service

Y .
-eplace-marketing-boards—
asmuchasquotasdid.” -
Doy .Ear.nn:;:.. president
of the Canadian Restaurant and -
Foodservices Association, said
the government “has sacrificed

“try will see tadillsin key foreign
markets (fl to 6 per cent and
less from a range of 12 1o 1S per
cent. Makers of industrial, con-
struction, agriculture and min-

5:95?;95&.8»52-2_:..
agemen from the real world of . high-technology companies will i

titlo =~ ~"win access to rich foreign gov-

“These obscene tarifls simply  emment procurement contracts.

qnn_nnn one bad system with an-.  Canada also won better world

other,” said Mr. Needham, who__aceess for services, such as engi-

speaks fof housands of restau- neenag. and stronger protection
for intelleciual property, which .

firms. - should  protect  compuler;.
Also -clear winners at the sofiware companies against ille-
GATT are forestry firms in Brit-  gal copying.

ish Columbia, Quebee und On-———=We-are-dealing—with-mord |
tario. They have won a phase- -~ and mere knowledge-based in-

‘ederal negoliators gave sup-__dicted_that_the_United Siates__out of tanills in Europe and Ja:__ dustrics <o we _need_that_peo-__

“v " Purfiamentary Duresn et a néw Berlin-style wrilf-wull- .{ FOO! 7
—~OTTAWA — The federal gov- ~ m.. with tarifls of ._<_:A.o 351 per- U._.>=_3uw.
iernment hailed ‘the world trade”. cent.for items such af butter — | Yaitts will replace quolds on
" pact struck yesterday-in. Geneva .. ensuring that marketing boards | 8gricuttunal imports nto Canada.
—asadeal thal will create jobsand _suryive,at leastuntil. 3010, when__| TheY 8re scheduied to dectesss
wealth in every. region of the ;%m.ﬂn_mssu_&.y \ unnually: .
Zeouptry, "~ ="~ *. " [f Offiwa, AgHculure Min- |~ 19952001
* And heading up the Tist of - ister zn__..m Goodalel said The | Bofler~— 351% 299%
_ widners is a>group that many deal will mean the staths quo for | Cpeese 280 248
- thought would bc Canadas sac-—supply - management: Yo - price | Mik 263 241
‘rificial “lamb . at “the_.General breaks for consumers\and no . | Chicken . 280 238
JAgreement on Tariffs and Trade, loss of income for farmels. “Skim ik powder_237__ 202
~13=32,000-Canadian dairy, efg ——=Those who have beer report- - Egp - 192164
3! o...%o_.:Q farmers, concen~- ing that Canada has abandoned Turkey 182 156
itrated in Quebec and Ontario-~ - u"v.._asa of marketing boards. | core-GATT setimates———
- _The farmers, whose raacketing  Aor dairy poultry and eggs are -
“2boards hyve providéd naar-total— ~—fhtly=wrong,”-Mr. .. cluded Ottawa-based-trade con-
-protection from imports for 20 Goodale told reporters. sultant Peter Clark. And he pre-
—Years, have won a reprieve (ro
bal competition until after . ply-mana farmers may launch’a challenge of the

.. ._w“ lost their protecti

ve bor-

“eve
fiefitof the doubt” m..._.asﬂ
ing continued protection,: con-  sulates farm markets “every bit

new tariff structore because it in- - 10 5 percent in tariffs on lumbers

pan for paper productsundacut  tection.” Mr, Clark said.

Likewise, the chemical indus-  Pheawe we OTTAWA — B8 ——u =
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“Ottawa halls*new_pact

. ———— o —

o FromPageBI " . = = -, ams. *and does not resolve some

_—The Cagadian ExTorT:f_s'Assom-.,should be.-remembered-that
tion predicted that cuts in tariffand _-cent of. Canadian tradg is with the_
nonstanfl- barrizrs Would help” sus-—United— States~ where—Canadian—
_(ain the current export-led economic - - firms hnv: enjoyed privileged access —
recovery. smee the Canada-U.S. free-trade”
There were also losers at the Gen- - -
mmmcac:rmmmm
Trade__Wesiern—Camadian - grain—who heiped_negotiate the FTA, said__
~farmers won't likely see 2 quick end  Canadian exporters got “boo-all on
to ghe global subsidy war that has anti-dumping™ and will sece new™
Tor thelf —TOMPELYION (Tomn’_dﬁ__'

like Momml-hsed Klcan Alumi- ~market. ~ - i
.nium Lid. failed.to wi omEuro- . '%rcallygotmuchleslhanw-‘.
_pean tariffs on aluminum vingots. - wereaskingfor.” hesaid. ___

said France’s insistence on a contin-— John Manley said the_dispute set—

“mtion..of-2~ Gmmuimomn_mmmmmua_

Community tanfl_will conlmuc to _majofgainforCanada. . _ __ __

penalize its European fabricating. “We need rules and we need dus»

-planls..whnchm fed_by Canadian-_ E&t—:‘slumuar._ he said. “If weare
0 -setlle-our-disputed~on sheer .

=made peimeryaluminum———— ¢

employed - successfully -in mm anism.” - -
years to harass forcign firms seiling —The Reform Pmy said lhe GATT

_into the United States. - deal highlights the need for 1ax relief -

Canada’s,

ustry, al wornied about the .- vincialtradebamiers. ©. —~ _—__

34
North American free-trade. deal, . “Unless we cah offer, $000,— -
mmmmmmm%»—“

-tas_and tarifls_will.be_eliminated;,—ada—an yved—cx
-tofstening continued price deflation mthuwut r borders, we will never b:
.in Canada for ¢lothing,———————able to" reap e Tyl rewards of this
— But;-as-in-agriculture; the GATT —expanded trade opportunity,” said —
deal extends the status quo in other  Albera MP Chath: Penson.
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“~Canada, U.S. still deadlocked on farm.trade disputes=_
| = e, e oSk by i

e BY DREW FAGAN o - that Canili Sminate by TV 1ats = Unised :
g TRt Gl - wcidreg AT 03y, cpg and - 1992, the US. Agticult 1. tableto U.S. puod ) s . )
ZIORONT! A.l.to”“l..m.uwﬂ.ls -_-.m_d..v-.ﬁqﬁan _..mﬂfa.a._‘dg.:"w.b-geq...nhrlnhn - ...".. _Sﬁgr.“ r::k?.smﬂr _.s.rﬂ....._.“.:.:..ﬁ.mrf -...:u.u.e:wa...._.?..._n Trom :..B.r.._...._.s.lea'.wo.maﬂ.vzs
United Stased bl progrive. vkt Nori~ Amcrica-froe AP A0 —Thipendnts had ‘fisek” I L WA ~Hion," -~ _ . _ " uulalion sibsilicy snd ._...u_. ..._..... T The Canadlan .9..-....:.W. -
. ﬂ-&% long-tunaing b | ey, Canads counters that a recent ..gsr".t?: toweatherprohe M. Goadak made ckar yeuter—tance: despwie repeated findings 10 yypeesied sriting a cap onespons of_
bt resiasy’ A EAGC-Ripuley deat pliowing WNlE un—r-lemsint — riesgtal LLSiaetiopinthafas ous-4E.Casiads. =
#tﬂ. Foome disiance Fom #1671l inio the ent contury takes . Canoda, seeking 8 “growth fuc-... form of birder quotas of LinfTs of and funch establuhed undet the 3o ihyy compeomise haa-boen ree -
L A0 miniatem— howerer:* The - PrvRdemd . woeeon . tor." wanted 10 bring the permitied the two sies cans realh 3 solutioh  CanadsUS. trade pact. " jected by Mr. Espy 8 eadequale. |
 eeting bot CoRiian Ags : 0urees iy shawever=thalamaiat over three million tonncs, _om durum wheat wowld lead 1o reta: ° Canada comtends that its wheat_

m.!- o~ 4 ul-shipments-remanm the—the U Sollichtaid — —= = Haiory irade measupes by OViawa, - = Tarmees. whoe thaiCof the U8, du. ™~ followlag !Engpa—ﬁ_ "
.'wﬁ.w. coumterpart, Mike Capy, - thormkstite. It waschar that Canada wanted ——*Canuds.woukd.harc.no-chob —sym markes hasgrows 10 sbout 20 politiciaoss tougher restric-

e Canddian wde - Catiabi shipfd da dvecape of one o - 10 take advantage of this extraonti-— but-to defend iself by every meams—pet cent, are taking advantuge fale _ Womy. - - - v steng -
~=before tﬁo_mla Washington-im. - milhon _3..._“.3_ o_q. u.ﬁ.?:. the nary year and Qﬂ. wkforugroath  gvailable.”- L and square of opportumtics caused ~ Witk u filk Jrom dsswscattcd Press
* "posed trade sanctions. ' : : -

gttt sanctioosonshipmentsol.

R el
. Sesgendtotarpteiing i ot

™ w.....r-pr.e.nn. I we ure
—~clostebutmoegar® . ..
~~—But in & report out of Washinpton:

rﬁ-..“.-l. sdwiaisiration
...It{ United States rﬂS r.a...:!
quotas on wheat '
, Cansda has (ailed 10 budge in ”ﬁ
: dlpuie " over subnidined

wheatenponts tothe .:am_n.?

e We're. doing Q.
.V posibls unitateral sction and un ug.,
imeninent==

conditidnolemmwymny: -

-+ The negotiations were triggeny.

v by-U.S.-concerms that steady “in-

—creases-iwCamaditnduran e

shigmeita have been caused by.une.
feie ald. TN US. pea.
ol "Ras been pressunng

o
ing Sopon oy meihine sbouL
i
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i@ﬂ@mmw.

ll.lmg.m@rm .._wﬁhmmo: of Canada’s dairy,-cgg

and poultry protection, and concéssions on wheat _ . .

S S L ST TR L RSy 3 e e T

prs e A

w e BVMUDELUNEDRONAS  Thiy will dismay, Canadian offie  mistic or pewsimistic that the 1o chahpes would be made affocting  pants in the round has rvén in Feent
{ ropren Burepe el who heficsed the quastion of ™ sides woukd reach 2 dead when they  wheatexports. days to 125 from 120 alier seaerad
MARRAKESH — Negotiations bes — protection for dairy. ceg and pouliry _ retumed 1o the Labke todsy. Andhe  Whike the United States 1 not  former colonies of GATT members
10w Canada and the United States  producers was setthd as part of the rejxtod the supposd Apnl 22 dead-  threatening 1ovejeet the world trade opted to join
“on 3 biliteral farm dispute brode of - workd trade deal nached by mem-  line, savng it was something the  deal until these bilateral matten ane © ~
yorlerday with US. Agriculiune S- — bers of, jhe General’ Apnement on United Stutes had pulld out of thin  sitked, they could become pant of
ike Espy taking atough line __Tariffs und Trade in Dooember. In-_air. .. thedebate in Congress. which hay 1o
on Canada'scontinued protectionof  dovd. the Canadians believed they'd He «aid 1 was only schoduling  ratify the GATT deal defore it be-
‘s dainy, egpand povliry praduwers.  fidessed the United States by acoed:  problems that - prevented the two  coms lawinthe United States.
M mh3.=kr it chear that for & “ing W its demand that import Quotas . sides from meeting apain Last night.  _ The Canadian Partidment also hus
resolution 10 te réached in the talks. e replaced by tanifls, and then set  The ULS. side was tid up with the o pass legislation to'impletent the
~uhich resume tday. Canada will ting the tantls extraordinarily high.__sisitof U.S. Vice-Prident Al Gore  deal, This is expocted in September
hate to redae that protection. « On butter, for cvample, Canada will — and a bibateral mocting with the Jap-  this year, o
Supply management is fust not s start winh a tanl of S470 3 Gl anee, . . A fongaimmering  dispute by
SAdtem thal's consistent with=the  ogram. rducing it ver Five yeanto 7 And whike e wduld not clabordte  tawn Canada dind Awstralia over
TURMOE of RN trade RGeS~ o e NI slill Bividing the Two— Bl imports 1o Canad also camevo—
; emevqing from a moeting with Cana-_~ NGt surprisingly. o U.S, Beparic " sidis, Mr, Goodak indwated he  a® boil yesterday with Austiralia
| dian Agriculturd Minister .Ralph®_ment of Agricultung analysis of the - would not rejeet out of hand 2 cap  launching action under the GATT 10
-Goodaler Intemational Traike Min-™ “impact of the world trade deal indi-  on wheat evports 1o the United  forve Canada 10 provide more access
iiter Roy MatLaren and U.S: Teade  cales nd gains for U.S. farmen in - States, *1 regard the idcaof acapas  toitsmarkets. - :
1 Representative Mickey Kantor.  * thewe Canadian markets, ~— — somcthing that is certainly not dusir-, Although Canada has been prooc.
—Ar—Espy’‘s-comments Coold 5 ~Canada Laniffied at prohibitive  abke. but 1've ako pone on to say  cupied with bilsteral talks with the
blwter in order to forve comioessions  fenels, guremely high kvels.” M. that asa practical matter, whethera  United Stdtes. the reason the trade
on.whet .exports to the Unitd -~ Espy’ said. “That's very creative. C4p at some point bocomes accepta- - ministers are in town is the official
States, whivh are also in dispute. Or  \ery innosative. But it's not trade  ble depends on u number of things.”  ending of the Urugusy Round of
it could B¢ that"the United States—ereating.” - — .- o, -o. They include what the limit is. how - GATT irude nogotiations. GATT of-
wuntsto win on bothoounts. - Mr: Goadale said he wasn't opti- — long it is in effoet and what othee  ficials said the number of panici-
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