
0 Procedures specified for settling disputes and reviewing trade barriers.

When NAFTA becamne Iaw on January 1, 1994 it incorporatcd ail the agricultural componients ofthe CFTA. The agreement allowed the two countries to more fully reveal their respective
comparative advantage.

Rcvcalcd Comparative Advantage

Data on trade of agricultural products in 1995 reveal where comparative advantage lies at the
1995 stage of liberalization of Canadian and U.S. agricultural markets (table 2). The United
States bas a comparative advantage primarily in fruits and vegetables and their products. U.S.
exports to Canada of products in this catcgory exceed by four times its imports from Canada.
Canada has a strong comparative advantagc in trade of live animais. The value or Canadian
exports to the United States of Iivc animais cxcecds U.S. exports to Canada by a factor of ten.

Perhaps the most revealing information in table 2 is the siniilarity of agricultural trade in both
directions. The distribution of trade among the various categories is approximately the saine forU.S. agricultural produets going north as for Canadian products going south. This is additional
evidence of the siniilarity of agricultural supply and demand on both sides of the border.

1-owever, many significant one-way trade flows of very speciFic products are hidden within


