Impagt of Mexico s 20% anil on USFroxn Pololoes

The NAFTA Agreement which took elffect in 1994 required that both comines provide sccess 1o
the border states by 1995 and 1o the remainder of both countnes by 20001, In 2000 a MAFTA
authorzd arhtmtion pancl mled that the U5 was not ustihed in not fulfilling their commi tme nis
regarding tncking in MAFT A, Inan attempt 1o al dress this failuee a pilot program o allow Mexican
trucks inte a limited area of the border states was agreed towith Mexico and implementad in 2007,
The pilot program was desigred 1o operate uniil 2000, In the Omunibus spending bill to fund FY 2009
governinenl progrmins Conges eliminalad linding for the Mexican tck pilol program. Tlos sclion
by Congress coupled with the arbitmtion panel decizmon allowed Mexico to exercise their leglimate
nght to retalinte agminst 1S, imporis 1o Mexico.

Mexpeo s the third largest market for US lromn polalo exports behind Japan and Canada. Tlhis bevel
sk ¢ hiseved with consiani and comisieni growih in exports mince the implementation of the
MAFTA ageement. This growth had, begm 1o sbow in 2007 and 2008 as prices for US frozxn potalo
products increased and the peso devalved against the US dollar ata faser rate than 1o the Canad ian
dollar. US exporis of frozen potaio products o Mexico for the pasi five years were:

Calendar Year 2004 2005 200t 2007 2008
Camntily ( melric lon) 68,235 84,833 80,565 B5.402 87,614
Walie (%) 552,493,738 6773307 | $TAB15629 | §75301316 | SR3.366.970

The US has the largest froren potato market share in Mexico. The increasing price and improved
position of the Canadian dollar versus the US dollar led to a loss of market share in marketing year
20072008 { JulyJune). Exporis of fromn polaio producis from the major processing counlrcs (o
Mexbeo [or the pasl Dive years are as lollows,

Meine lom 0304 04/05 05 06 0607 0708
_European Union 57 242 242 1,065 4,796
Canada 24850 25.675 1168 36,543 38212
LIsa 59956 TT.634 BT352 90,2440 B4.093
s Market Share T1% T5% T3% 7% [ ]a

Fromn potate prodwis from the US will now be at a 20% 1aniT dissdvantage 10 Canadian products
which will remain at the zemo MAFTA lanff. The Mexican Most Favored Mation { MFM) tanfl on
HE code 20041001 is 20%, so the US will be at 1he same level as other prodwing countries.
Hevwvever, prod uet [rom Argenting [sees an | 8.4% tan (T as a resudl of e Mexieo-Argnbna Parial
Preferentiol Trde Ageement. Mo rediciion was made (o the fomn potato ianfl under the
Mexkcan = EU FTA. however it 15 supposed (o be up for review al some poini.

It will be difficult for importes o swikh to non-US product in the short term as contracts are in
place and supplics of product are relatively sei. Thiswill mean a 20 increase in the poce of froxn
pololo products o reslsian s and retnibers in Mexico, one assiines Uhat much of tles increased cosi
will ke passed on 1o consumers, though restauwanis are reluwtont 1o mise prces quickly. Ttis
estimaled that in the short term { Apnl = Tine ) demand for the higher prced US product wll decline
roughly 15 and replacement by product from Cansda and other prod wers will result in an additsomal
reduction of US exports of 10, thus a 25% reduction ( 5476 MT) in US exports. In the medium
term { July - Seplember) it is anicipatad al movement 1o olher supplers wall resuli ina 20%
rediction of US exporis, while consmmmer demand wall siill be down 10%, ithus a 30% reducion (6571
MT)in USexporis, In the longer term {October = Seplember 2000}, it isexpeciad that movement




to allemative supplics will result in a 30 10 40% reduc tion (29,433 MT) in US exports, Long term
LS exports would be reduced 1o only 20 to 30% of their current kvel or approximately 21,000
metne loms in exports per markeling year.

Indollar terms s would be an estimaial loss of US expon sales of $5,.210,436 for the second
guailer of 2009 and $6.252,523 foreach of 1he ]"] mnd 4“!:[Ltll’|.:’l:l. Thix 1= total of $17. 715483 in
lost sales for the mmainder of 200%. One can expect that if the 20% tan T were contmed the sales
loss for 2000 would be approximately $40.000,000,

A bioad coalition ol agneulivre and bisnes organi mbions has been aelive in opposing any reduetion
or elimination of the progmm to allow Mexican tucks 1o enter the United States as reguired by the
MAFTA agreement. Fnor to the completion of the Ommbus spending lill the Maboml Pomio
Coumcil poined more than 80 other growps on a letter to P resdent Obama wrgng him to “resist all
efforts 1o halt or impade the WS Department of Tramsportaton's Cross Boder Tclang Pilot
Program with Mexico™. Signatones 1o the keter included General Electric, Amencan Trucking
Association, Mesthe USA, ConAgm Foods, US Chamber of Commerce, Caterpillar, Panssonic,
PepmaCo, and virwally every major agnculivre omganizmtion. This collation is commitied 1o resobving
this issue. Every member of the coalition whether they were targeted for retaliation or not
urderstand s that the Adminisiraton and Congress must resolve this sieation by puinngin place a
progam (o allow access [or Mexican tmicks.



