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Executive Sunmary

The United States and Mexico have a long history of disputes over

t omat oes, dating back to the 1960s, when conpetition between the two
countries becane nore direct due to the Cuban enbargo, which
suspended the inport of Cuban tonatoes, and the end of the Bracero
Program which had all owed the use of cheaper m grant |abor. Since
then, tomato growers in the two countries have been at | oggerheads.

The conpetition intensifies each year during the wi nter nonths
(Novenber through February), when both areas are in full production
Mexi co undoubtedly enjoys an absol ute advantage during the w nter
because of its superior climte, and recent inprovenents in
production techni ques and the quality of inputs have further
augnent ed t hat advant age. These i nprovenents have prol onged the
shelf life of the vine-ripened Mexican tomato, enabling brokers to
di versify beyond the traditional market destinations to include nore
di stant markets. This has taken away critical advantages once
enjoyed by the U.S. tomato growers, who pick their tonatoes green
and apply ethylene gas to either speed up or slow down the natural
degr eeni ng process.

Under the North Anerican Free Trade Agreenent (NAFTA), the
tariffs on Mexican fresh winter tomato i nports decrease to zero over
a ten-year period. A safeguard base, or tariff rate quota (TRQ),
will also be phased out over the sane tine period. Mexican fresh
tomato inports that exceed the TRQ are automatically subject to a
tariff at the higher nost-favored-nation (MFN) rate. The elimnation
of tariffs on Mexican fresh tomato inports will increase their
conmpetitiveness vis-avis U S . -grown tomatoes, and the ten-year
phase out period was designed to provide the U S. industry tinme to
adj ust.

U.S. tonato growers have remai ned adamant about protecting
their industry and have been actively exerting pressure in
Washington. In the |atest dispute, U S tomato growers filed two
separate petitions with the U S. International Trade Conmm ssion
(I'TC). One petition requested tenporary relief fromserious injury
to the industry and the other requested the inposition of
anti dunpi ng duties. The first petition was dism ssed by the ITC, and
the second is currently under review by the Secretary of Commerce,
with a decision expected by Cctober 7, one nonth prior to the
presi dential elections.

The rami fications of the final determ nation in the current
di spute, unlike those of previous cases, wll be far reaching, and

may affect many ot her industries. The outcone will be a bell wether
for:
. The extent to which politics determ nes trade policy;
. The ability of special interest groups to exert pressure
on trade policy; and
. The commtnent of the United States towards trade

i beralization.

The determ nation will resonate in all three NAFTA countries
and in the rest of the Western Hem sphere. Donestically, it wll
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i ndi cate whether the United States will respect the principles of
free trade once there is a hint of an econonmic and political cost.
In Mexico and Canada, it will convey U S. resolve to adhere to the

spirit of NAFTA. In the rest of hem sphere, it could resonate nore
prof oundly than a normal anti dunpi ng case, conveying a nessage that
the U S. conmitnent to free trade is conditional. This inpression
coul d be conpounded by the apparent retreat fromthe spirit of

hem spheric free trade, hailed at Mam’'s Sumrit of the Americas in
Decenber 1994, including the failure to renew fast track for Chile’s

accession to NAFTA, and the U S. backtracking on NAFTA's trucking
provi si on.
NAFTA and the 1994 Mexi can peso deval uati on have becone part of
the rhetoric surrounding the dispute. Skeptics of trade
i beralization have used the tomato di spute as an exanple of NAFTA's
detrimental inpact on U S. economc interests. The peso deval uati on
has served to energize the argunent that Mexico’'s perceived | ower
production costs will eventually give it greater access to the
mar ket by elimnating those U S. growers who are unable to conpete
The hei ghtened political sensitivity surrounding the |atest
di spute has pronpted growers fromboth countries to hold their cards
close to their chest, making it difficult to obtain precise
i nformati on and assess the true inpact of increased Mexican fresh
tomato inports on the respective industries. This report nonethel ess
attenpts to explain the background of the current dispute and point
to its broader inplications.

Backgr ound

Growers of tomatoes and other vegetables in Florida and the Mexican
state of Sinaloa have been in direct conpetition with each other
since the 1960s: the Cuban enbargo halted the inport of fresh
veget abl es from Cuba, which allowed Mexico to claiman increased
share of the U S. market, and the discontinuation of the Bracero
Programin 1964 increased | abor costs in the United States by endi ng
the practice of using the cheaper braceros, or mgrant |abor. The
Fl ori da vegetabl e i ndustry has changed in other ways, as well. In
1964, roughly 900 commerci al vegetable farns were in operation in
Fl ori da. Today, approxinmately 200 farmers are in business.

case of tomatoes, five growers now make up about 40 percent of the
acreage; the renminder are small- and medi um si zed far ns.

The direct conpetition between the two states spans from
Cctober to June. Between Decenber and April, when both areas are in
full production, Florida and Sinal oa account for over 90 peﬁﬁﬁﬁi;ff]
the supply to the U S. market for several fresh vegetabl es.

1

Florida Farnmers & Suppliers Coalition, A Struggle for Survival: The
Plight of the Florida Wnter Vegetable Farmers (Lantana, Florida: 1996), 7.
? John VanSickle et al., Conpetition in the U.S. Wnter Fresh Vegetable
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paper exam nes the period between Novenber and February, or the
"W nter grow ng season."

I ndustry (Washington, D.C.: U S. Departnent of Agriculture, July 1994), 1
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The U.S. market is profoundly inportant for both Florida and
Si nal oa producers. Mexican fresh vegetable exports to the United
States in the 1990/ 1991 producti on season totaled $272 mllion
while the portion of Florida's winter vegetable production that
conpeted with Mexico was valued at $942 mllion

Tomat oes constitute the nost intense conpetition anong the
various Mexican fresh vegetabl es that conpete with the U S. winter
fresh vegetabl e industry. The 0 | ori da produces 95 percent
of the U S. winter tomato crop. a-ea produces 75 percent of its
total annual production during the four-nonth MAnt%tégﬁgéég t he
majority of which is exported to the United States ently,
conpetition between these two producing regions is direct.

This conpetition has led to many di sputes over the years. In
Sept enber 1978, Florida vegetable growers joined forces and filed a
petition with the United States Custons Service under the
Ant i dunmpi ng Act of 1921. The Treasury Departnment determ ned that
dunmpi ng had not occurred. Florida tomato producers, again
unsuccessfully, filed a dunpi ng case agai nst Sinal oa tomato
producers in 1987. And in March 1995, Florida producers filed a
petition with the | TC seeking provisional relief, claimng that the
increase in fresh tomato inports from Mexi co was causi ng "serious
injury” to the domestic industry._The I TG ruled that the Mexican
tomato inports during this four-nonth period did not significantly
affect the Florida grower’s overall industry.

The current tomato di spute between Mexico and the United States
once agai n revolves around the increased inport of fresh tomatoes
from Mexi co, and nore specifically their capture of an increased
share of the U.S. market. The dispute was sparked by the Florida
growers in Novenber 1995, when they pointed out that Mexican tomato
inmports in that nonth had increased by a staggering 166 percent
conpared to Novenber 1994. The Florida growers claimthat government
intervention is necessary to protect their interests.

U.S. tonmato growers have filed two separate petitions with the
ITC. On March 11, 1996, they filed a petition requesting tenporary
relief under Section 201 of the Trade Act of 1974, claim ng
substantial damage. On March 29, 1996, they filed a petition
requesting the inmposition of antidunping duties on fresh tonato
inmports from Mexico. The ITC ruled on July 3 that the U S. tomato
i ndustry had not been danaged by Mexican fresh tomato inports,

t hereby di sm ssing the charges under Section 201. In the antidunping
case, the ITC notified the Secretary of Comerce on May 23 that it
had made an "affirmative determ nation” in its prelimnary

anti dunpi ng i nvestigation. The Secretary of Conmmrerce nust now
undertake its own investigation and was to issue a prelimnary
determ nation by Septenber 5. The Mexican growers, however, | agging
in collecting the information requested by the Secretary of

Comerce, were granted an extension, with th im nary

determ nati on now bei ng i ssued by Cctober 7.

*lbid., 1.

* James Gerstenzang, "Attack of the Killer Tomatoes," Los Angel es Tines,
March 14, 1996.

°® VanSi ckl e, Conpetition in the U S. Wnter Fresh Vegetable |ndustry,
17.

° International Trade Conmi ssion (ITC) Report, April 1995, 1-4.

" On July 26, 1996, the petioners (the Flori da Tomato Growers Exchange,

et. al.) requested an extension of no nore than 30 days. The Departnment of
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Conmer ce granted the request and has postponed its prelimnary determ nation
until no later than Cctober 7, 1996. (Federal Register, Vol. 61, No. 151
August 5, 1996).



6 The U. S.-Mexico Fresh Wnter Tormato Trade Di spute

To fully understand the issues involved, it is necessary to
revi ew sone key el enments surrounding the dispute and ultimtely how
it affects the American consuner and the spirit of NAFTA

Fresh Tomato | nports from Mexico

A close analytical |look at inport trends of winter fresh tonatoes
from Mexico is necessary to exam ne the |ongstandi ng di spute between
Florida and Sinaloa tomato growers. Aside from sluggi sh Mexi can
production in February 1992, a result of heavy rains and fl ooding,
U.S. inports of Mexican fresh tomatoes have been steadily
increasing, as illustrated in Chart 1 and Table 1. Follow ng the
depressed production of the 1991/1992 producti on season, W nter
tomato inmports rebounded by 71 percent in 1992/1993, to a total of
141 mllion kgs. In the foll ow ng production season, inports
increased only one percent, to 142 mllion kgs. The current dispute
in part stenms fromthe fact that tomato inports from Mexico

i ncreased dramatically in each of the next two wi nter producing
seasons—37 percent in 1994/1995 (to 195.6 mllion kgs.), and an
addi tional 35 percent in 1995/1996 (to 264 mllion kgs). The
quantity of tomato inports from Mexico, therefore, has increased a
total of 220 percent since the 1991/1992 producti on season

Chart 1

Monthly Quantity of Fresh Tomato Imports From Mexico

(Entered between Nov. 15 and the last day in February)
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Table 1
M1lions of Kilograns
Novemnber Decemnber January February TOTAL
1991- 1992 9. 955 13.978 34. 391 24.199 82.523
1992- 1993 4.035 9. 404 57.744 69. 979 141. 162
1993- 1994 8.661 22.897 49. 018 62. 055 142. 631
1994- 1995 11. 561 28.712 65. 732 89. 563 195. 568
1995- 1996 30. 735 53. 291 85. 494 94.704 264. 224

Sour ce: Bureau of Census

Mexi co’s share of the U S. market has al so i ncreased. According
to data collected from Cctober 1, 1995 to January 29, 1996, Mexico’s
total U S. market share for tomatoes increased froq&%f:fszfcent in
the 1994/1995 season to 62.9 percent in 1995/1996.

Intensifying the direct conpetition even further is the fact
that U S. prices for fresh tomatoes are E;gtiq;ggrlng the w nter
season than during the rest of the year. n € 1995/ 1996 grow ng
season, tomato prices in the United States fluctuated between
$2.00/10 kg box and $25.00/10 kg box, depending on the status of
Florida’s supply. Traditionally, January prices for one box of
tomat oes range from $5.00 to $6. 00. Thereafter, prices begin to
decrease to between $2.00 to $3.00/ box. Mexico, therefore, has been
able to offset part of the advantage that Flori da enj oys durlng t he
rest of the year by increasing its expo St at es
during that nore lucrative tinme period. ices in the
U S. market are extrenely volatile and may fluctuate several tines
in a single day. It is therefore difficult to ascertain whether
Mexi co has been dunmping fresh tomatoes in the United States at | ess
than fair value, as charged by the U S. growers.

° Florida Farnmers & Suppliers Coalition, 7.

’Forei gn Agricul tural Service, USDA, Mexi co: Tomatoes and Products
Report 1995 Annual Report, MX9522A (Mexico City: Decenber 12, 1995), 9.
° Van Sickle, 60.
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There is also the possibility that U S. brokers who inport

Mexi can t omat oes have contributed to depressed tomato prices.

Because U. S. brokers are conpensated on a conm ssion basis, there
may be an incentive either to get the highest price or sell as nuch
excess supply as possible. Gven the increases in the supply of

Mexi can tomat oes, brokers may be concerned nore with volune and | ess
wWith price. This could serve to depress tomato prices. Further
analysis on the role of the U S. brokers would be useful to better

Value of Tomato Imports From Mexico to the United States
(Customs [$1,000] - Entered between Nov. 15 and the last day in Feb.)
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under stand the dispute.

The trends from 1992 through 1995 indicate that the val ue of
Mexi can fresh tomato inports—to—the—Unitpd States has al so increased
steadily (see Chart 2). The custons value of fresh tomato inports
from Mexi co has increased 320 percent over the |ast four years, from
$49 million in 1992 to $207 mllion in 1995.

Chart 2
Source: Bureau of Census

Causes of Increased Tomato I nports

There is no doubt that there has been an increase in inports of
fresh tomat oes from Mexi co. The reasons for this increase, however,
are varied. Both broad and subsector specific factors affected the
quantity of tomato inports from Mexi co. These factors are exam ned
bel ow.

CGeneral Factors

" The "U.S. brokers" referred to are actually inporters and distributors
who i nport tonmatoes on consignnment and search for buyers (produce chains,
produce brokers, etc.); they typically nake the sales in advance based on
antici pat ed tomato inports.

? Cal cul at ed using harnoni zed tariff schedul e commodity code 0702006000
up to 1994, and commobdity codes 0702006030, 0702006060, and 0702006090 from
1995 on.
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Wnter freezes in Florida and the deval uation of the Mexi can peso
both contributed to the increase in tonmato inports from Mexi co.

1. Florida’s winter tomato production has been volatile in the
|ast few years due to severe winter tenperatures, which have danmaged
acres of tomato plants. According to an Arizona broker, Florida has
| ost market share primarily due to its inability to neet demand: if
Florida can increase its production, it can recapture its market
share. The broker based this assertion on his belief that the
typi cal consuner is indifferent to the source of tonatoes. Wat the
broker did not nention, however, is that there is consuner
preference for high quality tomato. Mexicans growers argue that
their vine-ripened tomato, conpared to the green-picked Florida
tomato, is superior in texture and taste and is therefore a
differentiated product. It is theoretically possible, then, that
Florida may be unable to recapture the market share even if wi nter
conditions inprove next wwnter. Also, it is inportant to note that
Mexico’'s climate during the winter grow ng season is superior to
Fl orida’'s, and that Mexico therefore does have an absol ute advant age
during those nonths.

2. The Decenber 1994 Mexi can peso deval uation, which provided
Mexi can growers with a cost-ratio advantage, also may have
contributed to the increase in exports. Mexican growers point out,
however, that any advantage was short term because production and

|nporred—fﬁpuf—eﬁs+s—hﬁve i ncreased nore than the 1995 inflation

rate.

According to the Mexi can G owers Associ ati on, CAADES, only 33
percent of production costs are in pesos, while the remai ning 67
percent are inputs inported fromthe United States at doll ar-
denom nated prices. Mexican growers nust pay dollars for packing
materials, pallets, seeds,_fertilizer irrigation equipnent, and
research and developnent.E—¢he—ees%—e#—ﬁﬂ+bhasing donmestic inputs
has al so risen, because Mexico’s annual inflation rate hasrft

from seven percent in 1994 to close to 52 percent in 1995 “~WiitTe
producti on costs have increased, Mexican growers have been able to
of fset these increases by exporting their produce to the United
States, where they receive a better price and are paid in dollars.
The peso deval uation’s inpact on interest rates may have
di m ni shed any cost-rati o advantages rendered by the deval uati on.
Since the devaluation, interest rates in Mexico have risen to
between 35 and 80 percent. Virtually all loans in Mexico carry
vari able rates, so that growers with outstanding | oans have seen
t heir debt service increase dramatically. Mreover, Mexican banks
have ceased issuing loans to tonato growers who produce for the
domestic market, and, in the case of growers who produce for export
mar kets, only those producers with diversified operations and

13

Foreign Agricultural Service, USDA , Mexico: Tomatoes and Products
Report 1995 Annual Report, MX9522A (NEXICO Cty: Decenmber 12, 1995), 2.

*"Comi si on para | a Invest|gaC|0n y Defensa de | as Hortal i zas (CAADES)
"El Conflicto Florida-Mxico Sobre Las Exportaci ones de Tomate" (Mexico: Mar ch
1996), .
° Banco de Mexico Indicators
(www. qui ckl i nk. com mexi co/t abl esec/tabpri.htnm
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sufficient capital investnents received comrercial credit for tomato
production. Furthernore, only those producers fortunate enough to
possess export contracts recei ing capital fromthe
U.S. contracting conpani es. oduction cost and the
limted access to credit have resulted in a decrease in the anount
of land pl ant ed.

Subsector Factors

In addition to general factors such as weather conditions and
exchange rates, specific subsector factors, such as the regulatory
envi ronment, production techniques, and | abor costs, have adversely
af fected the conpetitiveness of Florida’s fresh tomato industry.

" Agricultural Attache Report, 4.
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1. Florida growers and shi ppers have incurred higher production

costs partly as a result of an increased requl atory environnent. L

Federal regulations inplenmenting the Inmgration Reform and Control
Act (I RCA) of 1986, which prohibits the enpl oynent of illegal

wor kers, have been nore strictly enforced in recent years. Conplying
with IRCA may result in |abor shortages, and hence | ower production
Violating the regul ati on, however, carries the risk of fines, which
woul d i ncrease production costs. In addition, Florida growers
conpete with urban centers for access to water, which has resulted
inirrigation problens. Legislation concerning the preservation of
wet | ands and endanger ed species has al so presented sonme restrictions

to growers’ use of |and. Mexican growers do not encounter the rsare

degree of regulatory, labor, irrigation, or |and constraints. "

2. Mexican fresh tomato growers have nade specific subsector
i nprovenents. They have enpl oyed new producti on techni ques,
particularly the use of plastic-covered greenhouses, and have
i nproved input quality, nost significantly the use of inported seeds
fromlsrael which yield a better quality tonato V%lle surface area
pl anted has decreased in the last five vements
have resulted in higher overall yields.  The ov-"-nts have
al so prolonged the shelf life of the Mxican tonato, which in the
case of a perishable product can have a trenmendous inpact on its
di stribution potential. The extended shelf |ife has enabled Arizona
brokers to diversify beyond the traditional market destinations to
i ncl ude markets | ocated considerably farther away. The tonatoes
arrive at these nore distant destinations ripe enough to be placed
on the supermarket shelves and | ast |ong enough to be purchased.

The inproved inputs and production techni ques have al so enabl ed
Mexi can growers to produce a higher quality tomato, meking it easier
to nmeet stricter USDA Grading Systemrequirenents. The USDA requires
t hat Mexican tomato inports nmeet a grade 80 percent U S. No. 1 or
better. Florida on the other hand, is not subject to the sane
quality control standards, and can ship tomatoes out of state that
fall under U S. No. 2. Subjecting Florida growers to these |ess
stringent standards coul d prove counter-productive in the long term
however, because the Mexican tonmato could conme to be perceived by
the consuner as superior to the Florida tonmato.

Y VanSi ckl e, 26.
¥ VanSi ckl e, 46.
' CAADES, 7.



12 The U. S.-Mexico Fresh Wnter Tormato Trade Di spute

3. Labor cost differentials may also affect the conpetitiveness
of the Florida tomato. Precise information about |abor costs is
difficult to obtain fromeither Florida or Mexican growers. Florida
growers are sensitive to allegations of using illegal field workers,
whil e Sinaloa growers are sensitive to cheap | abor argunents. It
does appear, however, that Mexican growers have a conparative
advantage with regard to | abor costs. Mexican growers pay US$4.70
per day, although the anmount could increase if they
on a per task basis (for exanple, per packed box).
contend that although |abor costs constitute between 20 and 25
percent of production costs in Mexico, Florida’s nore automated
harvesting process is not as |abor intensive. They fail to
recogni ze, however, that Florida's efficiency gains have cone at a
substantial cost. Mexican growers downplay the inportance of |abor
costs and instead enphasize the rate of productivity as the defining
i ssue, claimng that Mexican |abor is less efficient.

The | npact of NAFTA

Critics of trade |iberalization have suggested that NAFTAis to

bl ane for the increased inports of fresh tonmatoes from Mexico. Their
argunent is based on the premise that U S. inport duties have
traditionally increased Mexico's marketing costs and offset its

| ower production costs.

The tariff under NAFTA for the 199 s $0. 028/ kg,
conpared to the MFN rate of $0.044/kg. y 50 excess of the
saf eqguard base were subject to the MFN rate. At present, therefore,
it is unlikely that the lower tariff costs for Mexican growers have
been the sole cause of the surge in inports. Table 2 illustrates

that tomato inports from Mexi co exceeded the safeguard base by 13.5
percent and 49 percent in the 1994/1995 and 1995/ 1996 seasons,
respectively.

Table 2
NAFTA's Fresh Tomato Tariff Schedul e
Tariff Tariff Tariff TRGs Act ua
Season (Cents/K Phase- (m. (m.
g) Qut kg.) kg)
Nov. 15, 1994 - last day in 3.2 10 years 172 195.6
Feb. 1995
Nov. 15, 1995 - last day in 2.8 10 years 177 264. 2
Feb. 1996

“The daily cost of $4.70 was cal cul ated based on the new peso cost of 35
per day, usi ng an exchange rate of NP7.5:US$1 (NP=New Pesos).
' Based on Most Favored Nation (MFN) status, March 1 - July 14, 1996.
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Nov. 15, 1996 - last day in 2.3 10 years 182 N. A
Feb. 1997

Source: USDA and U.S. Bureau of the Census

U.S. negotiators had identified Florida's winter tomato
industry as one that would likely face intense pressure after
NAFTA's full inplementation. Nontariff barriers such as quotas and
inmport licensing requirenents were therefore converted into TR and
schedul ed to be phased out over ten years. The phase-out schedul e
will eventually inprove Mexican growers’ net conpetitive position
for tomatoes, but it also gives Florida tomato growers tinme to
adjust to the new situation. Since the passing of NAFTA, Mexican
growers have been investing in inproving their industry. Florida
growers, on the other hand, have not adjusted quietly to the new
reality, instead continuing aggressive political |obbying tactics in
an attenpt to thwart the conpetitiveness of Mexican tomto growers.

The Politics of the Tomato Di spute

It is difficult to predict how the tomato dispute will be resolved,
particul arly because the inport of Mexican tomatoes has been in full
conpl i ance wi th NAFTA provi sions.

Since the current dispute began, both the U S |egislative and
executive branches have been trying to address the concerns of the
Florida growers. The response of the dinton adm nistration and the
U.S. Congress to the Florida growers, however, has been influenced
by el ectoral politics.

El ecti on year dynam cs have propelled both the Denocratic
adm ni stration and the Republican Congress to inply that while they
may advocate free trade, they are willing to simultaneously consider
protectioni st nmeasures when a core group of constituents are
adversely affected. The successful re-entry of protectionist Patrick
Buchanan into the national political arena during the Republican
primaries also hel ped influence the rhetoric surrounding the
di sput e.

Florida has the fourth highest vote in the el ectoral coll ege,
and respondi ng, or appearing to respond, to constituent concerns in
that state acquires an added i nportance in an el ection year
Sensitivity to Florida’s concerns have been hei ghtened by the fact

that while Florida's total exports to Mexico increased 11.8 percent

from t hen dropped 32.5 percent from 1994 to
1995. “*vamy o oseaffected by the drop in exports attribute it to

NAFTA, rather than to the peso deval uation or other potenti al
causes. Florida voters may again blanme NAFTA if the decision on the
fresh tomato di spute favors Mexico. The timng of the decision
therefore has inplications for President dinton's re-election
canpai gn because of his close association with NAFTA's passage
Florida tomato growers can al so count on many synpathetic ears

? Adjustnments to data fromthe U S. Census Bureau, Foreign Trade
Di vi sion, by Massachusetts Institute for Social and Econom c Research (M SER).
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in Washi ngton. Twenty of Florida’s 23 congressional del egates were
in office at the tinme of the NAFTA vote: of those 20, fully half
vot ed agai nst NAFTA. Anong themis Representative Peter Deutsch (D

FL), who represents the 20th Congressional District of Florida,
whi ch enconpasses Dade County.’

This is the political climte in which the tomato di spute finds
itself and which has influenced sone of the foll owi ng nmeasures that
have been considered by Congress and the Clinton adm nistration

. Respondi ng to industry pressure, the Ofice of the U S. Trade
Representative (USTR) announced in a Decenber 14, 1995 Federa
Regi ster notice that it would consider a proposal to
recalculate the way it assesses TR@ for fresh tomato i nports
from Mexico. Specifically, USTR is considering a proposal to
allocate TR on a weekly rather than a seasonal basis as a way
to noderate surges. Mexican officials argue that this proposa
is a violation of NAFTA provisions, particularly if U S.
importers of Mexican tomatoes are not allowed to carry over
unused quantities of the quota to subsequent weeks within a
given season. As illustrated in Chart 1, the quantity of
inports fluctuates fromnonth to nonth, thus nmaking this
proposal unacceptable to Mexican growers.

. An addi ti onal proposal under consideration in Washington is the
el imnation of consignnent sales, which is basically the
selling of tomatoes in an auction-like manner. U. S. officials
feel that elimnating consignnment sales will not only end a
sal es method that has a price-depressing effect, but wll also
force Mexican growers to have identified buyers before shipping
to the United States.

. Senat or Bob Graham (D-FL) introduced |egislation (S.1462) on
Decenber 11, 1995, which asks that inported tomatoes be subject
to packi ng standards contained in marketing orders issued by

the Secretary of Agriculture. The bill would require inported
tomat oes to be subject to the sanme packi ng standards as those
of Florida. A conparable bill was subsequently introduced by

Rep. Karen Thurman (D-FL) in the House of Representatives (H R
2921) on January 31, 1996. Under the proposed |egislation the
softer, vine-ripened Mexi can tomatoes woul d have to be packed
in ordinary boxes just like the harder, unripe Florida

tomat oes. This type of packing would nost |ikely bruise the

vi ne-ri pened Mexi can tomatoes, which are currently packed in
cushioned carton trays when they are inported. These proposed

® Florida tomato growers are also located in Collier, Lee, and Charlotte

Counties, which are represented by 14th District Representative Porter
Johnston Goss (R-FL), and Hendry County, represented by 16th District
Representative Mark Foley (R-FL).
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packi ng requirenents could be interpreted as a nontariff
barrier which would reduce inports from Mexi co.

. On January 12, 1996, Florida's Agricul ture Comm ssioner, Bob
Crawford, ordered that trucks carrying inmported agricultural
products across the state |ine be inspected for sanitary and
security reasons. Each truck was also required to pay a
US$70. 00 i nspection fee.T _Three months later, on April 11,
Commi ssi oner Crawford suspended the road-side inspection
program The comm ssioner’s inspection programillustrates the
extent to which the tomato di spute has been politicized. It
served nore as political posturing by Commi ssioner Crawford, an
el ected official, than as an effective vehicle for addressing
the concerns of the Florida growers: the percentage of trucks
that enter Florida is marginal. Mst Mexican tomato inports
enter the United States through Nogal es, Arizona, San Di ego,
California, or Laredo, Texas, and are then distributed
t hroughout the United States.

. Legi sl ation, passed in the Senate but rejected in the House of
Representati ves, woul d have redefined the tomato industry. The
Senat e passed legislation (S. 1463) on January 26, 1996, which
woul d have separated the seasonal fresh winter tomato industry
fromthe broader year-round definition of the term The
narrower definition would have enabled Florida’s fresh winter
tomat o production to be recognized as an independent industry,
meking it easier to establish safeguard or dunping violations
and in turn inpose inport restrictions and/or qualify for
provi sional relief.

Senator Bob Dole (R-KS) sent a letter on April 24 to
Representative Philip Crane (R-IL), chairman of the House of
Representatives’ Ways & Means Trade Subcommittee, expressing
his support for a conparable bill that had been introduced in
t he House of Representatives (H R 2795). The subconmittee.
conducted a hearing on the nerit of the bill, in which USTR
testified that the bill was consistent with NAFTA and WO
obligations. Opponents of the bill, however, testified that the
enactment of such legislation would be in violation of WO and
NAFTA saf eguard provisions, and would |ikgry—resutt—n |
retaliation against other U S. exporters. On Vay 9, 1996, the
House of Representatives voted against the |egislation.

. The Departnment of Commerce is required to give a prelimnary
determ nation on the current dunmping petition by Cctober 7, or
one nonth prior to the presidential elections. It has decided
to exam ne the period fromMarch 1, 1995 to February 29, 1996,
rather than the four winter nonths only. This extended period
covers various growi ng seasons and therefore incorporates
different growi ng regions throughout the United States. The

* "Florida's Fight to Squash Mexican Tomato Trade," Latin Anmerican
Econon}/ and Busi ness, No. 0960-8702 (London: March 1996).

® Charles E. Roh, Jr. statenent before the House Committee on Ways and
Means Trade Subcommittee, April 25, 1996.
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paranmeters prejudice the case agai nst the Mexican growers and
make it nore |ikely that the Departnent of Commerce will issue
an affirmative determ nation. Al though the Departnent of
Commerce then has 120 days after the initial determination to
issue a final ruling, which would fall well after Novenber’s
el ection, it is unlikely that it would reverse its prelimnary
determ nation

The decision to investigate the |onger tinme period,
conmbined with the joint statenment issued by Commerce Secretary
M ckey Kantor and Acting United States Trade Representative
Charl ene Barshefsky on July 2, 1996, expressing their
di sappointnent with the I TCs decision not to grant provisional
relief to Florida tomato growers, brings into question the
inmpartiality of the dunping investigation undertaken by the
Department of Conmerce.

Potential Resolutions to the Dispute

There are several possible resolutions to the tomato di spute.

Fl ori da growers have advocated the inposition of what nmany consider
to be nontariff barriers to stemthe flow of Mexican w nter

tomat oes. The ot her options would be inplenenting governnent-to-
governnent or industry-to-industry agreenents.

The non-tariff barriers that have been proposed, mainly by
Congress, have ranged fromtightening packing requirenents, to
relaxing the definition for safeguarding or dunping violations, to
el im nating consi gnment sal es nmet hods. These neasures may be in
violation of WIO and NAFTA provisions, and are unlikely to be
i npl enent ed.

A gover nment -t o-governnent voluntary restraint agreenment (VRA)
may or may not be a viable option. The Mexican governnent has been
opposed to this route, contending that the actions of Mexican tonmato
growers have been in full conpliance with the terns negoti ated under

NAFTA. If there is a high probability that the entire inport mapket

woul d be in danger, however, the Mexican position could change.’6
An industry-to-industry agreenent may be a feasible option
because tomato growers from both countries have been famliar to
each other for many years. Wnter tomato growers, after all, are not
scattered throughout the two countries, but are nostly centered in
Fl ori da’s Dade County and Sinal oa’s Culiacan Valley, and are not
strangers to each other. They are sonewhat interrel ated because they
sell their produce to the sanme custoners (U. S. supermarket chains)
and in sonme cases receive financing fromthe sanme sources (banks
wi th whom t he supermarket chains do business). One obstacle to such
an agreenent is the fact that rel ati ons between the Florida and
Si nal oa growers have deteriorated even further since NAFTA.
An industry-to-industry agreenent would be nutually benefici al
to Florida and Mexican growers because it would hel p ensure that
tomato prices do not becone depressed. It is therefore possible that

* On August 1, 1996, Senator Bob Graham sent a letter to President
Clinton in which he outlines as a priority the need to "initiate consultations
bet ween t he governnents of the United States and Mexico."
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growers fromboth countries will consider recal culating the way TRQs
for fresh tomato inports from Mexi co are assessed. |nstead of
calculating TRQ on a seasonal basis, for exanple, they m ght be
assessed every four weeks—thus serving to noderate inport surges.
One large potential inpedinment to an industry-to-industry
agreenment is that it mght be interpreted as collusion and in turn
be classified a violation of U S antitrust |aw. An avail able | egal
option may lie in the Capper Vol stead Act, which would all ow growers
to join forces as cooperatives to set prices and/or market jointly.
Al t hough the statute traditionally has been used by U S. growers, it
contains no reference that prevents it frombeing applied jointly by
U.S. and foreign growers. In the end, however, if the two industries
are prepared to reach an agreenent, the anti-trust problens could
|l ead the two governnents to act in their stead.

Concl usi on

It is difficult to say howthe U S. -Mexico fresh winter tomato

di spute will be resolved. Al though the costly see-saw | egal battle
may help draw attention to key elenents of the dispute, it has yet
to render an effective long-termsolution to the problem

Until now, the dinton adm nistration and Congress have been
concentrating on ways to |level the so-called playing field. They
have proposed recal culating the way TRQ are assessed, elimnating
consi gnment sal es, downgradi ng Mexi co’s packi ng standards, inposing
a road-side inspection toll, and even narrowi ng the definition of
the industry to include seasonal industries. Al of these neasures
are barriers to trade which may conprom se NAFTA and WO provi si ons.

More inportant, however, is the fact that none of the proposed
measures actually addresses the fundanental question of how Florida
growers can adjust to the evolving reality of globalization by
increasing their conpetitiveness and/or diversifying.

In spite of the heated nature of the dispute, it is inportant
not to | ose sight of the broader, and nuch nore inportant, econony-
wi de inplications. Under the evolving globalization of markets,
governnents will be confronted with the dilemma of either pronoting
t he val ues and principles of market-based conpetition, or reverting

to protegt;ggtgt%ggﬁggiggjthat i npede and distort the openness of
mar ket s. S fresh wwnter tomato di spute is synbolic of
such a dilenma. How will a re-elected dinton admnnistration, or a
new Republican teamin the Wiite House, respond to such chall enges?
WIl resolution to this dispute convey the nessage that the U S
commitnent to free trade is highly conditional? O will the nessage
be one of a willingness to foster conpetition, which is ultimately
in the best interest of the American consuner?

 Crawford Fal coner and Pierre Sauve, "d obalization, Trade and
Conpetition," OECD Cbserver, No. 201, August/Septenber 1996, p. 6.
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The D spute’s Resol ution

The | engthy and highly heated U.S. -Mexico fresh winter tomato
trade dispute, was finally resolved on Cctober 28, 1996, when a
suspensi on agreenment was agreed to by thE_uhSh_DepaLLﬂenH of
Commrer ce and the Mexican tomato growers.E

Facing the possible inposition of dunping nmargins on their
exports, Mexican tomato growers agreed to the AD Suspension
Agreenent. Under the agreenment, Mexican tomato growers woul d not
sell their tomatoes at a reference price lower than $5.17/25 |b.
box. Although the setting of a floor price was to prevent
undercutting or price suppression in the U S. market, it also served
to reduce the price advantage the Mexican tonato growers enjoyed.
The U.S. consuner was therefore |eft holding the bag, having to pay

the higher prices, while the windfall goes to tomato growers in the
United States and Mexico. L |

ENTRECAM NOS
Table 3

Monthly Quantity of Fresh Tomato Inports From Mexico
(entered between Nov. 15 and the last day in Feb.)
MI1lions of Kilograns

Novenber Decenber January February TOTAL
1991-1992 9. 955 13.978 34. 391 24.199 82. 523
1992-1993 4. 035 9.404 57.744 69. 979 141. 162
1993- 1994 8.661 22. 897 49. 018 62. 055 142. 631
1994- 1995 11. 561 28.712 65. 732 89. 563 195. 568
1995- 1996 30. 735 53. 291 85. 494 94. 704 264. 224

* The agreement became effective upon notice of the suspension of the
anti-dunping investigation in the Novenber 1, 1996 issue of the Federa
Regi ster.

* Sidney Wintraub, NAFTA at Three: A Progress Report, The Center for
Strategic and International Studies (CSIS), Washington, D.C. Mrch 1997, 50.
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Table 3

"1996-1997 28. 104 52.969 91. 212 96. 861™ 269. 146
Source: Bureau of Census

* Because the Tariff-Rate-Quota (TRQ for fresh tomato inports from
Mexi co was met by February 14, and any additional inmports during that nonth
woul d have been subject to a higher tariff rate, U S. inporters/brokers
del ayed filing the remni nder of the February inports with U S. Custonms unti
March. In doing so, the U S. inporters/brokers were subject to a |lower tariff
rate. In order to factor this comon tactic, and present February data which
is | ess skewed, | have included commpdity code 0702002090 in the February
cal cul ati ons (these include the follow ng commodity codes: 0702006030,
0702006060 and 0702006090) .
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In exam ning the nonthly quantity of fresh tonmato inports from
Mexi co during the 1996-97 production season, it is clear that not
much has changed other than the price U S. consuners have had to
pay for fresh tomatoes. Despite the agreenment, there was an overal
increase in the quantity of fr j from Mexi co during
the 1996-97 production season.’ i n hanpered by
severe wi nter tenperatures, which damaged their crops and thwarted

their ability to neet this year’s U S. narket.
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