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Trade Wars and CGE Modelling: Wheat Trade Between
Canada and the United 5:ates

Colin A. Carter and Donald Macl.aren

1. Background

Canada and the United States have a long history of agniculral irade disputes
(Alston and Caner; Alston, Gray and Sunimery The Canadian- Umited States Free
Trade Agreement (CUSTAL which came :ni effect in 1989 Lowered trade bamers tor
some agricultural products, and has resufted . numerous necent bilateral trade disputes
The latest dsagroement was over increased Canadian exports of wheat to the Umited
Sutes during crop year 19994, Dunng the peniod 19891 10 199394, 10tal wheat
exponts rose from 04 mifhon wanes 1o 2 8 mihon teanes with exports of durum wheat
increasing over the same period trom 0 2 mithon wnnes to 06 mithon wnnes (Alberta
Graip Commussion). n Canada, s intreased flew of south hound wheat has heen
atnbuted w: the formasuon of the Canada-United States Free Trade Agrecin »nt, the
effects of the U.S Expurt Enhancement Program tEEPY on U.S. domestic prices of
wheat; a weakenmg of the Canadhan disllar. and to less durum wheat production i the

LS.

However. in the Unsted States., thas cxpanded rade was seen in a ditfesem hight
It has heeninterpreted as e consequence of two alfegedly “untur” trade pracuces
which are pursued by Canada. namely, rad wansportason subsidics on gram export
shipments and the seerctive prong pohicies of the Canadian Wheat Board (CWBY
This sense of gnevance and frustration i the US was heighiened by the
unwillingness of Canada to seduce, by any appreciable degree, the protecuomst etlects
of s supply managemem programmes and. thereby. o permit the expansion ot U S

expunts w that market for dary and pouliry produgts.

U.S. wheat farmers were opposed to the North Amerdean Free Trade
Agreement (NAFTA), which was signed in 1993. Their opposition was largely due to.
increased impons of wheat from Canada in the post-CUSTA period. Even alihough
peak imports trem Canada totalled less than 3 per eent of ULS. wheat supplics, they
represented a major trade irnitant. The U.S, administration promised Congressmen
from the wheat growing States that an investigation of Canadian wheat imports would

take place. In return, these same Congressmen supported the passage of NAFTA,

In addition o dircet negotiation, there were three aliemative avenues open o the
Unied States adnunistration in effecung a reduction in imports of wheast from Canada.
These avenues were: first, 10 make use ol its own domestic Section 22 legisluion;
second. to use the provisions of the GATT, e.g. Articles XIX or XX VUL or third, 10
use the provisions of Article 701 of the NAFTA! With political pressure mounting in
the northern wheat-growing regions of the United States during crop year 1993/94,
President Chinton decided to use Scetion 22 legislation to request the International Trade
Comnission UTC) to mvestigate the elfects of wheat imports from Canada on the costs
and henelits of the U.S. wheat programme. The launching of this investigation was a
“polincal” payback for Congressional support of the NAFTA legislation. In July of
1994 the ITC reported with a sphit deaision. Three Commissioners lound that imports
trom Canada had matenally alfected the costs of the U S. wheat programme through

lowening domestic prices and ncreasing the value of deficicney payments. thereby

b Seeton 22 tegiskanon refens o Seeton 22 of the Agncuhural Adpustment Act of 1933, as Re-
cnacted and Amended Ulnder this fegast of the Secretary for Agneufiire By reason o helieve that
imports ase matenally intestering wath domestic progrunnies, inchiding the processang of the product,
then he has o advise the Presadeat and the Tatter fas den o imbiate an tnimediate investigation by ic
Intemationa) Trade Commissson (see Hilbman, p 163 lor further details)

Anticle XIX of the GA T s the se-catlled safeguirds article which pennsts contracting parties (o take
KABPOrAry, CMCFEERCY AChon 10 festrict impons of paticulr products which aie causing injury 00
dumestic sector. However, equivalent concessions to trading paruiers should sccompany these
restrictions isee MetGiovem, Appendix HI for fusther detul

Arucle XX V1T of the GATT relates o the procedures 1o be followed tor the modilication of an(f
schedules  Thiese may include bil ) neg OF iy in the context of ths paper is the
foflowing *  the contracting pasticy concerned shall endeavour W mantan a generul level of )
reciprocal and mutuadly advantageous concessions aot less favoumble to tride than that provided for in
s Agreement pnos o such negotiauons © (IMcGovern, p §75)

Article 701 Yof CHSTA sates ™ pendier party. mchating any public cnnity that st establishus of
mantains. shadl sel agocutral goods for 2xport to the terttory of the other pasty price befow the
aguisiion price of (he goods plus storge. handhng of tiher costs aicnmed by 1 with respect (o those
goods ™




potentially triggering the use of impont guotas under Section 22 to proteet the
programme.  The other three Commissioners found that these imports had not
mitterially affected the cost of the U.S. wheat programme but that they did have some

effects on panticular regions and classes of wheat.

Testimony before the ITC regarding the effects of Canadian wheat imports on
the U.S. wheat programme are summarised by Alston, Gray and Sumner (1994),
During the [TC hearings, the U.S. Deparunent of Agnculiue (1.8.D.A) testified that
Canadian imports lowered U.S. wheat prices and thus rused the size af deficiency
payments. For 1994-95, the U.S.D.A. predicted that Canadian impuorts would rasse the
tetal cost of the wheat programme by 15 per cent. which 1s a substantial impact
However, Alsion, Gray and Sumner argue that this U S D A csunate vastly
averstaies the effects of Canadian impons on US. farm programme costs. Alston et
al. suggest that Canadian imponts would rarse the wial vost of the U S, programme hy

less than 1 per cent, much less thun the US.D A figure

Al six ITC Commussioners supported the recommendanon that agher impont
harriers should be inroduced. Henee, action under Section 22 seemed o be ustitied
and impon quotas could have been tmposed  These would have remamed vald unut
the Uruguay Round Agreement on Agrvultuse came ineo torce, at which tme they
wouwd have becume invalid because they bad not i place dunng the base pertad of
tU86-88

Even beture the I'TC had reported on the 1994 whicat case, i Apnl of 1994 the
United Swates govemnment noutied the GATT ander Arucke XX VHI that ¢ unended o
amend us ant! rates on wheat and harley imports fram Canada (Sumonet Bean be
wferred fram this pre-emptive action that the United States was not secking temporary
protecuon trom percetved tjury. otherwise Article XIX should bave been used as a
wmpaorary saleguard unui the implementauon e Uruguay Round Agreement on

Apnculture ook cilect

~ Article 701 of the CUSTA could also have been invoked. However, it did not
hold out much promise for the United States as that path had been tricd carlier in 1992
for durum wheat through the establishment of 3 CUSTA Dispute Panet under Chapier
19, and the Panel bad failed to tind in favour of the United States (see Alston and

Curer).

It may be concluded that in the presence of detenmination on the part of the ULS.

to restrict imports and the absenee of 4 negotiated settlement with Canada, Article
XXV offered the best long-term aliemauve for the ULS.. despite the nisk that Canada
would use the provisions of the Article (o seck compensaton or to retaliate, Thas, the

threat of a tade wir produced the conditions conducive o a negotiated outcome.

In August 1994, afler protracted negotiations, an agreement between the two
countries was reached. There were @ number of clements to this agreement which
include. schedules of wnlY-rate quotss on durum and non-durum: wheat imports by the
United States from Canada; the establishiment of a Jeint Commission to examine cach
country's poce support systems for grams and ther effeets for cach couniry's
competiveness in third country markets, the recommendations of which will not be
bnding on erther government, and a peace clause which fimits for one year actions on
grawns and gram products which ane incongistent with either the NAFTA or the GATT
tAlbera Gemn Commission). While the U.S. withdrew its proposed actions under
Article XX VI and agreed not to take action under Seetion 22, Canada maintained the
right to challenge U.S. acuons under both the NAFTA and the GATT, although
agreeing for ane year from September 1994 not tw use the dispute settlements

procedures of either Agreement

Why did Canada agree (o this outcome which would Tead to a loss of sales in
the U.S market? Could the Canadian government have forced the U.S. to use Article
XX VI of the GATT by refusing to negetinte and. then, legitimately, have imposed its
own bilateral imrort restrictions, or sbught compensaton (o the form of lower taniffs on
wther products from the United States? Because Canada had maintained that GATT
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obligations took precedence over ohligations under the NAFTA, st was infeasible to
claim as a negotiating ploy. although perfectly legal, that the U.S. was violating Article
401 of the CUSTA by raising tariffs.2 Morcover, there was some evidence, despite the
1993 Dispute-Panel ruling to the contrary, that Canada, through the pricing policies of
the CWB, was from time-to-time vielating Article 701 (Simone, p29). At the same
time, gt can hardly be claimed that Canada had embraced the sprnt of the Urupuay
Round Agreementon Agriculture with respect to the tariffication process ot non-tariff
barriers. Out-of-guots 1arff rates for Canada’s supply managed products were

established at prohibitive levels (Miner, Tuble 6,11

In erder to investigate the negotiated outcome more fully and to assess
alternative strategies for Canada in the face of trade threats from the U S.. a number of
negotiating scenarios are defined and evaluated. A theoretical framework for the
evaluation of a negouating process 1s presented in Secuon 2. The payofTs 1o each
country which are associated wath the alternatsve outcomes are obtamned [rom sunutation
experiments using a computable general equilthnum model A briet descripuon of the
model is preseated in Section 3. Using two different measures of welfare as payoffs. o
solution to the bargaining game 15 obtauned and the results discussed tn Section 4
Some conclusions are drawn 1n Sceton 3 about the economic rationale of the negotated

settlement agreed to in 1994

2. ‘Theoretical Framewark

In order 10 assess the benefits und costs of some uf the ccunemic responses
available 10 Canada and o investigate the economic rationality of the negotated
outcome, concepts from barganing theory will be used to provide a suitable

framework. In a barpmining problem. (X, o). X represents the convex, closed and

2 Anticle 401 remaoves tanffs oo most dgnicultural products ever i ten-yer pened and prevents cither
country from inereasing or inroducing ary new tantls oo goods engmating i the olier country
{Sumone. p 29

bounded (from above) set of feasible payoff combinations for cach of the two players
and d is the disagreement point which occurs if the negotiations break down,

Specifically, let the bargaining set be:

X= {(x;.xz] e Ry, < f(x )}

where fis a continuous and decreasing function which associates with any payolf for
player 1%, the maximum possible payoff of player 2, x,. A payolT combination

d =(d,.dy) e X 1s the disagreement or thieat pownt.

There are two approaches to finding a solution to a bargaimng problem. In-the
first, the details of the bargaining procedure are ideatified und a non-cooperative
solution concept applied, 1.¢. all of the moves that each player may make ane identified,
the associated payoffs oblained and, say. the Nash eguilibrium coneept applied 10
identify the solution. In the second approach, the properties which the solution to the
bargaimng process should possess are specified as u set of axioms. Different sets of
axioms generate different bargaining solutions. but the ones most cammonly discussed
in the hterature are generahisations of the axioms due w Nash (1953). These axioms
relate 1o individual rationality, Pareto efficiency, symmetry, the independence of
soelevant alternatives and the independence of equivalent utility representations (see
Binmore, p. 184 or Eichberger, p.251/ {n the remander of this paper, it is the secand

spproach which is adopted

Given these axtoms, with the exception of the symmctry axion. a bargaining
solution, 5, can be shown to be the payoff on which rauonal players will agree when
faced with the bargaming problem (X, d} (Binmore, p.181). Let @20 bethe
bargamning strength of player 1 and that for player 2 be 20, with a+b=1. Then,
geometncally. 5 1s found on the boundary af X and on the supporting line to X at 5,
where the supporting ling is determined by the disagreement pomnt (Figure 1. The
solution point and the supporung line ure such that s = ar + & Tlus solution satisfies

the following generalised Nash product




a 3

max(xy~d, ) (x -y} .

<gX

xad
Ivcan be shown if the bargaining strengths of the two players are equal (the symmetry
axiom suggested by Nash), then in the above expression: both indices can be setequal
to unity (Binmore, p.191). In the absence of a priori evidence to the contrary, it will be
assumed in what follows that the United States and Canada have egual bargaining

strengths. in the context of this trade dispute.

Figure I The Generalised Nash Bargaining Solution

X4 a
2 {x, - d) (xe.dz}*’:c

3. Empirical Framework

Using the theoreteal framework outhined in the previous Section, a liruited

number of bargaming posiuons are defised for te United States and Canada and the

cetresponding payulls b { The dsag pout s taken o be the payolf parr
generaied by actions under Arucle XX VI of the GATT musated by the U S and

responded to by Canada. The choice for Canada, in:the absence of' ‘compensation, was
to-retaliate by removing previously granted-taniff concessions on.an cquivalentvalue of

trude. This is the response permitted by Arnicle XX VI

The payoff, (x,,.x, ), carresponding to.each. bargaining outeome is derived:
from simulations of the Global Trade Analysis Project (GTAP) computable general
cquilibrium model.? These payoffs are measured using two-differcent criteria: inthe
first, they are analysed from the national perspective using equivalent variation (EV) as
the welfare measure; in the seeond, to. reflect the rent-secking thrust of wheat farmers
in the United States, the welfare measured used is producer surplus, defined:here as the

change in wheat land values.

The GTAP model contains 24 regions and 37 industrics but, for the-purposes of
this exercise, it has been aggregated into the following 4 regions and 8 industries or
cammaditics (Table 1). The choice of regions was determined on the hasis of the two
protagonists, with Mexico as an assumed passive bystander but a member of NAFTA,
and the rest of the world which is also assumed to play a passive role. The
commoditics or industrics were chosen on the hasis of their being agricultural and
imponant in the trade flows between Canada and the United States. Non-agricultural
SCL'lOl:S and some agricultural sectors (e.g. rice) were aggregated into a manufacluring

and services sector.

‘The payolf pairs which detine the bargaining set to be evaluated are identified in
Table 2. It must be emphasised that any bargaining solution ultimately obuined is
dependent on the elements of the bargaining set which have been chosen, together with
the disagreement point. Clearly, the number of possible elements is farge and some
would not be fegal under GATT. The identification of the particular elements chosen
has been determined party on the basis of what Canada’s likely response would have
been under GATT, partly on ignoring any actions under CUSTA (c.g. taking action

under Aruele 401 or Chapters 18 and 19 - the estahlishment of dispute panels), und

¥ A general desenption of this model is given in Henel amd Tyigas (1993).
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pardy on:omitting:those payofls which would have oveurred had the United States
chosen-t0-use Section 22-import.quotas instzad of GATT Arucle XXVIL Hence. there
are-only three haste bargaining positions.evaluated. These are the status quo, the 1994
Memorandum of Understanding, hereafter referred to-as the Agreement, and the use of
Article XX VIILofthe GATT.

Table'] Regions and Commodities Identified for the GTAP Simulations

Region Commadities

Canada Wheat

Unied States Other Grains

Mexico Other Crops

Rest of World Other Livestock
Meat Products
Milk Products

Other Food and Agrnicultural Products

Manufactunng and Services

It is likely that, w practice, Canada would have rewaliated using poultry meat
betause of #s imporance in the State of Arkansas, hence the chotee of the commudity
aggrepate, Meat Products. Canada 1s a net wmponer of poultry from the U.S. and under
CUSTA, Canada agreed to import a fixed amount of pouluy each year - up to § per
cent of Canadian consumption. This trade is panicolarly vatuable 1o U.S. producers
because some of (hem share a portion of the quota rents assoviated with the Gxed
markél» access. However, frust and vegetables is another possible commodity group
which would have hun United States producers as trade in frusts and vegetables was
also liberalised under CUSTA. Therefore, the disagreement outcome corresponds
the:payoff when the United States uses Article XXX VI and Canads responds by

limiting imponts from the United States of wither Meat Products or Other Crops.

Table 2 The Feasible Set of Payoffs Evaluaied

k Canada

Status Quo ‘94 GATT Article
Agreement XXVill:
Other Crops:
U.S.A.
Sratus Quo Simulation base
‘94 Agreement Experiment 4
GATT Article Experiment | Experiment2  Experiment 3

XXVII: Wheat

In-Experiment 1, Canada.dos not respond to the use of GATT Anticle XX VI
by the United States through which the wriff rate increase isapplicd on imports of
wheat from Canada only. Thus, there are no changes. inany other palicies. Thenew
ad valorem rate for this simulation is setat 50 peecent. Although thereds some
uncenaimiy surrounding the exact rate which the United States would-have stipulated
had it proceeded with the GATT action, the-circumstantial cvidence is that the rate
would have been prohibitive. In the GTAP database, the ad valorent tate is
approximately 10 percent. ve. the power of the @eiff is 1.10, and in this experiment it

is reset o 1.50.4

In Experiment 2, it is assumed that Canada retaliates against the loss of market
access for wheat by raising the import tarif! an Other Crops exported by the United
Staites t S0 per cent. The existing rate in the database 15 36 per cent but heeause the
value of Canadian exports of wheat to the United States are SUS187m and the value of
Canadian imports from the United States of Other Crops.are $USL.281m, the shock
that is applicd by Canada through-a higher tari{T is adjusted downwards to reflect this

difference in valueS 1t was felt necessary to reflict, as far as possible, the letterof

4 In cge models, ad valorent trade taxes are often writtew o the equations as the power of the i, i.e.
as (1 + 1), where { is the tariff rate expressed (0 the base of unity  This procedure is necessary t avoid
zeres which appear if only  were used and then ttook the value zero-n the fnitial equilibrium.

Hence. a T0% 1ariff, for example, would be entered as 110 rather tan0.10. See Dixon.et al, p95 for

funherdetails |

5 Obviousty, it would have been prefesable (0 make the adjustnent based on the proportion. thay (raits

and vegetables are w the aggregate of Other Crops. Howeser, this infomation isnot readily availiable.
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A i GA’ITAmdeXXVIII on-retaliation whileaceepting that Canada was determined to

retaliate sufficiently to force-the United States to back down, i.e. aveid-choosing the

. disagreement point. In Experiment 3, retaliation takes place in Meat Products. The

B zgﬁsﬁng~:laxiff rate is 23 per cent and this is raised to 50-per cent in the simulation but,
égﬁni,adjusmd.duwnwmds to-reflect the vatue of Canadian impons of Meat Products

from the United States of $US532m,

* V= Experiment 4, the essence of the 1994 Agreement is simulated. The detarls
of this Agreement are such that they cannot be modelled exuctly ustng the GTAP
model. The model specifies total wheat, whereas in the Agreement, durum and uther
wheatare separated with a further disunction made between other wheat from Ontario
and:-that from CWB arcas in western Canada. Morcover, the wnlif rate quotas (TRQ)
which have been agreed are different for these two types of wheat. For durum wheat
the TRQs.are the NAFTA taie on ( to 300,000 1onnes, $23onne on 304K o
450,000 tonnes, and $50/100ne on import volumes above 450L00. For ordinary
wheat the TQRs are the NAFTA rate un 0 to 1,050.000 tonnes and $50/0nne above
that (Alberta Grain Commission). As a compromise for this eapenment, the ad
valorem rate was set at 12 per cent, an increase of two percentage poinis from the base
rate. The logic is as follows. Over the perod 1990/91 to 199293, durum wheat
accounted for one half of all wheat covered by the Agreement and, on average, was
412,06() tonnes. The NAFTA wnll sute was taken o 10 per vent and the speaiic tanff
of $US23/tonne in the Agreement convents 1o an ud valorem vate of 13 per centon an
average price of all wheat of SUSI8 laanne over the penod. Then weighting the
NAFTA rate by (.73 (i.e. 300,000/412,0001 and the higher rate by (1 - 0.73), provides
an-average tnff rate for durum wheat of 13.5 pereent. The NAFTA tanif rate on
ordinary wheat 1s taken 1o b 10 pee cent and it 1s assumed that the higher tanff
threshold will not become birding  Hence, the average antl e on all wheat was 11 8

per cent Gie. the quanaty-weighted average of the twe wriff mes).

4. Results

Experiment 1. Ir: this experiment-the tari{T rate on United States imporis.of
Canadian wheat is rised to 50 per cent. The trade effect is reduce the volume of
expons by SUS89m. The welfare effects are-shown in Table 3. Allnegions experience
a loss of welfare as measured hy equivalent variation (EV), with Canadu losing by
$USY.0m and the United States by SUS25.3m. However, it is clear that wheat farmers
in the United States gain from this policy, producer surplus (PS) rising by $UIS7.lm in
nominal terms. Canadian wheat farmers lose by $USE. 7m whilstthere are negliginle

losses elsewhene,

Experiment 2. Tn this experiment Canada retaliaies by raising herown taritl rawe
on imperts of Other Crops from the United States, Relative to the status guo, there isa
fall 11 the volume of Canadiun imponis of Other Craps fromthe U.S. by SUS45m and a
fall in Canadian exports of wheat (o the United States of SUSE9m. The loss of
producer surplus amongst wheat farmers in-Cunada is now slightly smaller thun in
Experiment | at SUS7.9m and the gains to U.S. wheat fammers are also less than.in
Experiment 1 at SUS&.6m (Table 3. In terms.of equivalent variation. Canada’s
retaliation increases her losses relative o those obtined in Experiment | by a further
$USI3.2, (.. 22.2 - 9.0) but there are also additionat losses experienced the United

States of SUSIU.3m.

Experument 3. In Experiment 3, Canada retaliates by rising her impont tanif
rate on Meat Products rather than on Qther Crops. The effeet is to reduce the volume of
imports of Meat Products from the United States by SUS10Sm and to alter bilaterl
wheat exports by SUS89m relative to-the sramy quo. The welfare losses ane greater
thans those 1 Experument 2 with Canada losing $US37.3m relative w the stuss gua but
the United States also loses more, losing SUS44 2m (Table 33 Onee again this

wetaliation causes 3 lowenng of the Jasses i wheat producer surplus i Canada to




“ . SUST.Omeand Towers the-gain in wheat producer surplus in the United States to

SUS6.4m.

“Table 3 ‘Welfare Changes in Bach Experiment {1992 SUSm)

. Carada US4 Mexica ROW
Experiment 1
- Ey* 940 <253 Ei gy -6.0
Wheat PSE -8.7 71
Experiment 2
BV 2222 -35.6 14 -85
Wheat PS <7.9 6.6
Experiment 3
EV -37.3 44,2 01 a7
Wheat PS -7 6.4
Experiment 4
EV (.62 .59 - 12
WheatPS 060 £.42

Note: a-EV isequivalent vadaton.
b Wheat £S.is producer surplus for wheat growers, measured from the
change in the value of wheat fand

" Experiment 4. 16 Experiment 4. Canada agrees w aceept the imposition uf a
triff rate of 12 percent on her oxports of wheat te the Untted Siates and does nat
impose any retahiatory pohicies of ber vwe. Relative b the sums guo, the volume of
upons dechines by SUS6m. The wellane elfects, as moasuped by sguivalent varaton,
shaw 2 Joss in wlf four regions wath Canada Bising the most at $US0.62m and with the
United Sues losing SUSHSYm relative to the soums goe Table 31 At the same bme,
wheal famers in the Uneted States gaim SUS0 42m m producer surptus while those in
Canada lose $0.60m.

Consider the resulis presented i Table Yin the corext of Figure | From these
wlfare changes, as moasured by Bquredent Vanasen 1BVt ss Jear that the sfrus
guo Pareto-dominates the disagrecment poimt, whether that be the resub n Expermont

2orExpenmient 3. 1t domingtios the resuls o Expersment 4 o ashor wards, m sonms

11

of national welfare, the move by the United States 1 restrictimports.of Canadian: wheat
was harm{ul to both countries (and to the other regionsy hut Jess:harmiul under
Experiment | than under cither retaliatory threat by Canada. The 1994 Agreement.
(Experiment 4) Parcto-dominates both threat points but is not Pareto-ellicient relative to
the status quo. When changes in welfare are measured in terms of Producer Surplus to
wheat growers, all outcomes Iead wo-a loss for Canadian wheat growers buta gain for
LS. growers. But.the loss is least under the 1994 Agreement (Experiment 4) and

considerably greater under the other Experiments.

4. Conclusions

The purpose in this paper was to evalugie the 1994 wheat trade Agreement
hetween the Untied States and Canada in the context of a potential trade war which
could have crupted prven the determination of the United States to restrict imports from
Canada and the determination of Canada to resist. Using bargaining theory asa
tramewark and the GTAP model as a way to obtamn the necessary payolfs
yuantitatively, welfare effects were measured {rom the national peespective and lrom
the rent-secking perspective of U.S. wheat growers. [t was shown that the srams guo
Pascto-dommaied the policy interventions sdentified using & measure of national
welfare. Interms of Equivalent Variation, the 1994 Agreement is Parcto-inefticient
relatve to the status guo. However, when measuring the poliey interventians in terms
of producer surplus, Canadran wheat growers consistently lose and U.S. wheat

growers consistently gain. Theretore, the Pareto eritenon uls.

From the viewpoint of the Canadian government and its scarch for an outcome
which tnimised the welfane loss to Canadian wheat grawers in the face of
determination of the part of the U.S. to threaln, the 994 Agreement appears to have
heen a success. 1t has heen a suceess in (he sense that staverted a poteatially damaging

agricutiural trade war but, at the same tme. 1t has allowed at least for ane year 2 new



‘both countries.

,iradqmsﬁcﬁomobeimposedfbyath& United Swtes which creates economic costs for
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