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INTRODUCTION

Agricultural trade within North America and between North America
and the rest of the world experienced many changes during the last quarter of
the 20th Century. Some of these changes are due to the North American Free
Trade Agreement (NAFTA), which was put into action on January 1, 1994 by
the governments of Canada, Mexico, and the United States, and its predeces-
sor, the Canada-U.S. Free Trade Agreement (CUSFTA), implemented on Janu-
ary 1, 1989.

This background paper offers a broad profile of North American agri-
cultural trade during 1975-98, with special emphasis on developments that took
place following the implementation of CUSFTA and NAFTA. The year 1975
is selected as the beginning of the period examined in order to provide a more
complete picture of Canada-U.S. trade before CUSFTA and to take full ac-
count of the changes in Mexican trade that accompanied that country's eco-
nomic restructuring, beginning in the mid-1980s.

'The authors gratefully acknowledge comments and feedback from William T. Coyle,
John Schildroth, and Ronald Trostle.
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With the exception of U.S. agricultural exports to Canada, this paper
utilizes trade data from the International Bilateral Agricultural Trade (IBAT)
Database. The IBAT Database is a synthesis of trade statistics reported by
member countries to the United Nations. With access to literally a world of
trade data, the IBAT database reflects the implementation of a decision rule to
select a single set of figures from each pair of reporting countries. Given trade
statistics of two reporting countries for a particular year, the IBAT Database
includes the figures from the reporting country with the larger share of reported
trade that matches the reported trade of its trading partners. This evaluation is
performed at the 4- and 5-digit SITC level.

However, an evaluation of U.S. agricultural exports to Canada before
and after the implementation of CUSFTA is complicated by a reform in the
preparation of Canada-U.S. trade statistics. Starting in January 1990, the gov-
ernments of Canada and the United States began to officially exchange their
bilateral trade statistics. U.S. statistics are used to measure Canadian agricul-

tural exports to the United States, while Canadian statistics are used to measure
U.S. agricultural exports to Canada2 . Thus, it is possible that the data collected
since 1990 are not strictly comparable to pre-1990 data. Although the IBAT
Database's time series for Canadian agricultural exports to the United States
does not seem to reflect an unusual change in 1990, the same cannot be said for
U.S. agricultural exports to Canada. According to the IBAT Database, this time
series appears to undergo an almost parallel shift in 1990, with a one-year in-
crease in trade of 51 percent. For this reason, we rely entirely on the statistics
reported by Canada to describe U.S. agricultural exports to Canada.

This paper is divided into three parts. The first part describes agricul-
tural trade at the aggregate level among the three NAFTA countries and be-
tween these countries and the rest of the world. All trade figures in this paper
are expressed in U.S. dollars. The second part examines bilateral agricultural
trade among the NAFTA countries in greater detail. The IBAT database di-
vides agricultural trade into four broad categories: bulk commodities, processed

2See U.S. Department of Agriculture, Economic Research Service, "Outlook for U.S.
Exports," May 30, 1990, p.7.

Zahniser and Gehlhar 13



'4 NAFTA - Report Card on Agriculture

intermediates, produce and horticultural products, and high-value processed
products.3

AN AGGREGATE PERSPECTIVE

Agricultural trade among the three NAFTA countries has continued to
expand since the implementation of CUSFTA and NAFTA. Within the NAFTA
region, agricultural exports have increased from an annual average of (U.S.)
$8.4 billion during 1984-88 (the last 5 years before CUSFTA) to $22.7 billion
during 1994-98 (the first 5 years of NAFTA). Obviously, this general increase
is partially due to factors other than the two trade agreements, including popu-
lation growth and economic expansion in each NAFTA country. Thus, one
important question regarding the two accords is the extent to which they have
affected the growth and direction of agricultural trade in North America.

This section presents aggregate trade statistics for the three NAFTA
countries during 1975-98, emphasizing changes that took place following the
implementation of CUSFTA and NAFTA. It also identifies several possible
turning points in North American agricultural trade during this time period. As
we shall see, many of the apparent turning points do not neatly coincide with
the implementation of either trade agreement. Finally, the section examines
changes in the NAFTA countries' share of North American agricultural trade.

Canada-U.S. Trade
At the aggregate level, Canada-U.S. agricultural trade has expanded

without interruption since the implementation of CUSFTA. Between 1988 and
1998, Canada's agricultural exports to the United States increased from $2.5
billion to $8.1 billion, while U.S. agricultural exports4 to Canada climbed from
$3.4 billion to $6.9 billion (Appendix Table 1 and Figure 1).

Aggregate trade figures suggest that Canadian agricultural exports to
the United States entered a period of more rapid growth, not in 1989 with the
implementation of CUSFTA, but instead in 1992. Between 1991 and 1998,
these exports grew at a compound annual rate of 13 percent, compared with 9

3A detailed list of the commodities in each category is available from the authors.
4The Appendix contains data for North American agricultural imports.
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Figure 1: Canada-U.S. Agricultural Trade, 1975-1998.
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percent over 1984-91. Years with particularly large annual increases in exports
include 1992 (22 percent) and 1996 (21 percent).

Since 1986, U.S. agricultural exports to Canada have experienced suc-
cessive annual increases. These increases surpassed 10 percent during 1987-89
and in 1997. Overall, U.S. agricultural exports to Canada increased at a faster
annual rate (7 percent, compounded) over 1989-98 than over 1980-89 (5 per-
cent, compounded).

Mexico-U.S. Trade
Mexico-U.S. agricultural trade has continued to expand under NAFTA.

Mexican agricultural exports to the United States increased from $2.7 billion
in 1993 to $4.9 billion in 1998, while U.S. agricultural exports to Mexico grew
from $3.8 billion to $6.4 billion (Figure 2). This upward trend predates NAFTA
by at least several decades. During the 24 years from 1976 to 1998, Mexican
agricultural exports to the United States experienced year-to-year decreases in
only 8 calendar years: 1980, 1982, 1984, 1987, 1988, 1991, 1992, and 1997.
Similarly, U.S. agricultural exports to Mexico have been on the rise in general
since 1986, decreasing only in 1990, 1993, 1995, and 1997.

Zahniser and Gehlhar 15
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Figure 2: Mexico-U.S. Agricultural Trade, 1975-1998.
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Figure 3: Canada-Mexico Agricultural Trade, 1975-1998.
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Since 1993, Mexican agricultural exports to the United States have
grown at a brisk pace. This trade increased at a compound annual rate of 13
percent between 1992 and 1998, compared with 9 percent between 1975 and
1991. In addition, the pattern exhibited during 1993-98 differs from that of

16
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1986-88 and 1989-92, when exports initially surged and then declined. The
growth of U.S. agricultural exports to Mexico appears to be closely linked to
the performance of the Mexican economy, as evidenced by the economic crisis
of the 1980s and the recession of 1995. The abatement of the former crisis
around 1988 seems to mark a turning point in U.S. agricultural exports to Mexico.
Between 1987 and 1998, this trade grew at a compound annual rate of 16 per-
cent. In sharp contrast, these exports averaged only $1.5 billion during 1982-87,
compared with an average of $2.6 billion during the petro-boom of 1980 and
1981 and $2.3 billion in 1988.

The peso devaluation and recession that accompanied Mexico's finan-
cial crisis of late 1994 affected U.S. agricultural exports to Mexico in a similar
fashion as the crisis of the 1980s. Between 1994 and 1995, exports dropped
from $4.8 billion to $3.7 billion. With the recovery of the Mexican economy,
this trade rebounded to $5.7 billion in 1996 and $5.6 billion in 1997.

Canada-Mexico Trade
Although small relative to Canada-U.S. and Mexico-U.S. flows, trade

between Canada and Mexico is an increasingly prominent aspect of North
American agricultural trade. Under NAFTA, Canadian agricultural exports to
Mexico have increased from $221 million in 1993 to $388 million in 1998,
while Mexican agricultural exports have expanded from $101 million to $131
million (Figure 3).

The year 1990 roughly marks the beginning of more than half a decade
of rapid growth in Canada-Mexico agricultural trade. During 1991-96, Cana-
dian agricultural exports to Mexico grew at a compound annual rate of 37 per-
cent, achieving an all-time high of $432 million in 1996. Similarly, Mexican
agricultural exports to Canada expanded at a compound annual rate of 28 per-
cent during 1989-95, reaching a record $137 million in 1995. Canada-Mexico
agricultural trade may have entered a new phase in 1996, as Mexican exports
plummeted to $55 million before rebounding to $126 million in 1997. In a
possibly related development, Canadian agricultural exports to Mexico de-
creased sharply in 1997 but recovered in 1998.

17Zahniser and Gehlhar
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Trade Shares
As a general rule, agricultural trade among the three NAFTA countries

accounts for a larger share of total North American agricultural trade than be-
fore NAFTA. With respect to imports, this change is most notable for the United
States. Canada and Mexico were the origin of 32 percent of U.S. agricultural
imports during 1994-98, compared with 26 percent in 1989-93 and 18 percent
in 1984-88 (Appendix Table 2). For Mexico, imports from Canada and the
United States increased from 71 percent in 1989-93 to 80 percent during 1994-98.
However, imports from Canada and the United States accounted for 78 percent
of Mexico's total agricultural imports during 1984-88, thus raising doubts about
whether a long-term change in trade share is taking place in Mexico's agricul-
tural imports. Canada also experienced a shift in trade share following the
implementation of CUSFTA and NAFTA. The NAFTA countries were the ori-
gin of 66 percent of Canadian agricultural imports during 1994-98, up from 64
percent during 1989-93 and 60 percent during 1984-88.

With respect to exports, NAFTA countries are the destination for a
larger proportion of total agricultural exports for both Canada and the United
States. During 1994-98, Mexico and the United States purchased 53 percent of
Canada's agricultural exports, compared with 41 percent during 1989-93 and
30 percent during 1984-88 (Appendix Table 3). For the United States, the
NAFTA countries accounted for 20 percent of total agricultural exports during
1994-98, up from 18 percent during 1989-93 and 14 percent during 1984-88.
Part of this shift is linked not to NAFTA but instead to the sharp reduction in
U.S. and Canadian exports to countries outside NAFTA that coincided with the
Asian financial crisis. Between 1996 and 1998, U.S. agricultural exports to the
rest of the world fell from $50.7 billion to $40.1 billion, while Canadian agri-
cultural exports to countries outside NAFTA declined from $7.2 billion to $6.0
billion.

The notable exception to this pattern concerns Mexican agricultural
exports. Since the implementation of NAFTA, the combined U.S. and Cana-
dian share of Mexico's total agricultural exports has actually declined, from an
average of 83 percent during 1989-93 to 77 percent during 1994-98, which is
also comparable to the 1984-88 share of 76 percent. This experience suggests
that further economic integration with Canada and the United States has not

18
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prevented Mexico from increasing exports to other countries and may have
even supported efforts in this area.

SECTORAL TRADE FLOWS

Canadian Exports to the United States
High-value processed products constitute the largest component of

Canadian agricultural exports to the United States (Appendix Table 4). In 1998,
this category's exports were valued at $4.0 billion, accounting for 50 percent
for total agricultural exports. The next largest categories are processed inter-
mediates (32 percent of the total) and bulk commodities (10 percent).

Bulk commodities and processed intermediates account for a larger
share of Canadian agricultural exports to the United States than they did before
CUSFTA. During 1989-98, bulk commodities made up 12 percent of this trade,
compared with 8 percent during 1984-88. The share associated with processed
intermediates increased from 31 to 36 percent across the same two periods.

Just as 1992 marks a turning point in Canadian agricultural exports to
the United States at the aggregate level, it also marks a turning point at the
sectoral level (Appendix Table 5 and Figure 4). Exports in each category grew
more quickly during 1991-98 than during 1984-91. Produce and horticultural
products experienced the strongest export expansion of the four categories dur-
ing 1991-98, with a compound annual growth rate of 14 percent. The category
of bulk commodities was close behind with a rate of 15 percent.

Despite differences in growth rates across categories, each category of
Canadian agricultural exports to the United States has participated in the gen-
eral expansion of trade experienced under CUSFTA and NAFTA. The slowest
growing category over 1991-98 was processed intermediates, with a compound
annual growth rate of 11 percent. This rate of expansion is just off the 13
percent rate experienced by total agricultural exports.

U.S. Exports to Canada
U.S. agricultural exports to Canada are distributed more evenly across

the four categories than Canadian exports to the United States (Appendix Table

19Zahniser and Gehlhar
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Figure 4: Canadian Agricultural Exports to the United States,
1975-1998.
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Figure 5: U.S. Agricultural Exports to Canada, 1975-1998.
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6). High-value processed products accounted for the largest portion in 1998,
with a share of 49 percent. Processed intermediates and produce and horticul-
tural products placed second and third respectively with shares of 23 percent
and 22 percent.
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Perhaps the most striking development in the composition of U.S. ag-
ricultural exports to Canada during the CUSFTA/NAFTA era is the rapid ex-

port growth of high-value processed products (Appendix Table 7 and Figure 5).
Exports in this category increased at a compound annual rate of 13 percent
between 1988 and 1998, compared with 8 percent for total agricultural exports.

Another important development is the limited export growth of bulk
commodities. This phenomenon traces its beginnings to the early 1980s, al-

though exports in this category experienced successive years of expansion from

1995 to 1997, before ebbing again in 1998. Bulk-commodity exports reached
$540 million in 1997, their highest level since 1981. In contrast, exports of
processed intermediates have expanded without interruption since 1991, after
several years of contraction. Between 1990 and 1998, these exports increased
from $817 million to $1.6 billion.

Mexican Exports to the United States
Of the four categories, produce and horticultural products make up the

largest portion of Mexican agricultural exports to the United States (Appendix
Table 8). In 1998, this category's exports were valued at $2.4 billion, account-

ing for 48 percent of the total. The next largest categories were high-value
processed products (32 percent) and bulk commodities (12 percent).

Several noteworthy developments have occurred in Mexican agricul-
tural exports to the United States following the implementation of NAFTA

(Appendix Table 9 and Figure 6). First, exports of produce and horticultural
products have continued to expand at a brisk pace. Between 1993 and 1998,
this trade increased from $1.2 billion to $2.4 billion, which corresponds to a

compound annual growth rate of 14 percent. Although this trend appears to

have started in 1989, it has clearly continued under NAFTA.

Second, exports of high-value processed products increased more rap-
idly during the first 5 years of NAFTA than during the 6 years before NAFTA.
Between 1993 and 1998, this trade increased at a compound annual rate of 19

percent, compared with 6 percent between 1987 and 1993. The share associ-

ated with this category also increased over this period, rising from 24 percent

in 1993 to 32 percent in 1998.

Zahniser and Gehlhar 21
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Figure 6: Mexican Agricultural Exports to the United States,
1975-1998.
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Figure 7: U.S. Agricultural Exports to Mexico, 1975-1998.
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Third, after successive annual decreases from 1990 to 1993, exports of
bulk commodities have rebounded under NAFTA, from a low of $287 million
in 1993 to an average of $721 million during 1995-97. Although this trade
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Figure 8: Canadian Agricultural Exports to Mexico, 1975-1998.
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declined to $596 million in 1998, this amount is still greater than the annual
exports in every year but one (1989) during the 1975-93 period. Fourth, ex-
ports of processed intermediates have experienced marked decreases over the
last several years. Following an all-time high of $737 million in 1995, these
averaged only $383 million during 1996-98. This latter figure is also less than
the annual average during the 1990-94 period.

U.S. Exports to Mexico
Bulk commodities constitute the largest portion of U.S. agricultural

exports to Mexico (Appendix Table 10). In 1998, exports in this category equaled
$2.2 billion, accounting for 34 percent of the total. The next largest categories
in 1998 were processed intermediates (34 percent) and high-value processed
products (28 percent).

In nominal terms, the years 1996-98 featured the three highest levels
ever of bulk-commodity exports to Mexico (Appendix Table 11 and Figure 7).
In 1996, this trade reached a record $3.1 billion, accounting for more than half
of U.S. agricultural exports to Mexico. In 1997 and 1998, bulk-commodity

Zahniser and Gehlhar 23
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exports decreased to $2.5 billion and then $2.2 billion, perhaps due in part to
lower commodity prices.

Exports of processed intermediates have experienced the most sustained
growth under NAFTA, climbing from $938 million in 1995 to $2.2 billion in
1998. Of the four categories, processed intermediates also experienced the
second smallest proportionate reduction in exports during the 1995 recession.
Exports of processed intermediates decreased 13 percent in 1995, compared
with a 22-percent decline overall.

Two categories experienced relatively little export growth between 1993
and 1998: high-value processed products and produce and horticultural prod-
ucts. In response to the 1995 recession, exports of high-value processed prod-
ucts shrank from $1.6 billion to $929 million between 1994 and 1995, a de-
crease of 42 percent. Since then, this trade has experienced several successive
years of growth, climbing to $1.8 billion in 1998. Similarly, exports of produce
and horticultural products fell to $151 million in 1995, a decline of 49 percent.
In 1996, these exports rebounded to $211 million, and in 1997 and 1998, they
reached $215 million.

Canadian Exports to Mexico
Bulk commodities are by far the largest component of Canadian agri-

cultural exports to Mexico (Appendix Table 12). In 1998, the category ac-
counted for 71 percent of this trade, with exports of $276 million. The next
largest categories are high-value processed products and processed intermedi-
ates, with shares of 17 percent and 10 percent, respectively.

One major development in Canadian agricultural exports to Mexico is
the establishment of routine bulk-commodity trade during the 1990s (Appen-
dix Table 13 and Figure 8). Exports in this category fluctuated greatly during
1981-90, ranging from $5 million in 1990 to $86 million in 1987. In contrast,
this trade averaged $246 million during the first 5 years of NAFTA, with a low
of $216 million in 1995 and a high of $287 million in 1996. Had Canada not
participated in NAFTA, it is quite possible that the United States would have
supplied some of these exports to Mexico.

NAFTA - Report Card on Agriculture24
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Figure 9: Mexican Agricultural Exports to Canada, 1975-1998.
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Over the last several years, exports of high-value processed products
have followed a similar pattern to exports of processed intermediates. This
pattern is characterized by a pronounced increase in 1996, a sharp decrease in
1997 that returned exports to approximately their 1995 level, and then another
increase in 1998.

Mexican Exports to Canada
The two largest components of Mexican agricultural exports to Canada

are produce and horticultural products, with a 1998 share of 58 percent, and
high-value processed products, with 38 percent (Appendix Table 14). Exports
in these two categories respectively equaled $76 million and $49 million in
1998.

Similar to developments in Mexico-U.S. trade, Mexican exports of pro-
duce and horticultural products to Canada increased substantially during the
first half of the 1990s (Appendix Table 15 and Figure 9). Between 1989 and
1995, these exports experienced six successive annual increases, climbing from
$24 million to a record $100 million. But in NAFTA's third year (1996), ex-
ports of produce and horticultural products decreased sharply, falling to a mere

B�r TC..:.*�;.·.·*i'��
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$20 million. High-value processed products also experienced reduced exports
in 1996. Exports in both categories recovered in 1997.

The only category to experience substantially improved export growth
under NAFTA is high-value processed products. Exports in this category grew
from $15 million in 1993 to $49 million in 1998, a change of 227 percent. In
contrast, these exports increased 170 percent between 1989 and 1993.

SUMMARY AND CONCLUSIONS

This background paper has offered a profile of North American agri-
cultural trade during 1975-98 using statistics from the IBAT Database. Al-
though this presentation is not a substitute for a more rigorous analytical exer-
cise, it has uncovered several important trends related to CUSFTA and NAFTA.

First, North American agricultural trade has continued to grow follow-
ing the implementation of the two agreements. At first glance, this observation
may seem too obvious, given that various factors, such as economic expansion
and population growth, "build in" trade growth. However, the observation be-
comes more noteworthy with the recognition that most agricultural sectors within
each NAFTA country have experienced increased trade, using the IBAT
Database's more detailed sectoral trade figures. Second, agricultural trade
among the three NAFTA countries accounts for a larger portion of total North
American agricultural trade than it did before NAFTA. This development is
part of a long-term trend that spans the entire 1975-98 period, and it has been
strengthened temporarily by a decline in agricultural exports to countries out-
side NAFTA (primarily in Asia) that have grappled with profound economic
crises in recent years. Still, it seems likely that CUSFTA and NAFTA have
provided additional stimulus to this process.

Third, this paper has identified a number of turning points in North
American agricultural trade during 1975-98. Many of these turning points do
not coincide with the initial implementation of either CUSFTA or NAFTA.
However, some may correspond to the timing of certain elements of the two
agreements. In addition, several turning points are likely related to exchange-rate
movements. Thus, a complete evaluation of the impact of CUSFTA and NAFTA
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would require an analysis of the complex interplay between trade policy, trade
flows, and exchange rates.

At the aggregate level, two years (1988 and 1992) stand out as major
turning points. The year 1988 is important because it seems to mark the initial
impact of Mexico's unilateral trade liberalization on U.S. agricultural exports
to Mexico. In addition, the year may be viewed as an approximate end to
Mexico's economic crisis of the 1980s. The year 1992 is noteworthy because it
is the beginning of a period of heightened growth in Canadian agricultural ex-
ports to the United States. This development may be linked both to tariff re-
ductions specified by CUSFTA and to the appreciation of the U.S. dollar rela-
tive to the Canadian dollar. Interestingly, some bilateral relationships in North
American agricultural trade do not feature dramatic turning points for the simple
reason that these flows have been steadily on the rise during much of the 1975-98
period. U.S. agricultural exports to Canada and Mexican agricultural exports
to the United States are prominent examples of this sustained trade growth.

Finally, an analytical approach that draws upon a variety of trade theo-
ries is needed to explain sectoral developments in North American agricultural
trade. For instance, the expansion of Mexican exports of produce and horticul-
tural products to Canada and the United States fits neatly within a Ricardian
story of comparative advantage. In contrast, the increase in Canadian
bulk-commodity exports to the United States and the concomitant increase in
U.S. bulk-commodity exports to Mexico may be explained best by a combina-
tion of comparative advantage and geographic proximity. This approach will
also require exploration of the complementary relationship between foreign
investment and international trade so that we may understand how multina-
tional firms have reorganized their operations in response to the new economic
environment presented by NAFTA.
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APPENDIX TABLES 1-15

AGRICULTURAL TRADE DATA OF NAFTA COUNTRIES, 1975-98
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