
Thc Canadian manufactured food sector is making structural changes as a resuit of
CFTIAINAFTA. Before CFTA, this sector mainly consisted of small scale plants producing forthe domestic market. CFTAINAFTA is providing more export opportunities and import
competition. Some firms are now producing specializcd and brand-name products for the U.S.market in largcr, more efficient plants. Competition is forcing other plants to shut down. Thenet resuit is a more efficient seetor finding that it can compete in the U.S. market (6, 14).

THE UNFINISH-ED AGENDA

The term "free trade" in CFTAINAFTA has no timetable for realization in U.S.-Canadian
agricultural trade. Substantial protection remains in U.S. and Canadian agriculture. Canada'sdairy and poultry industries, and U.S. sugar, tobacco, and peanut industries remain highlyprotected. As the other parts of agriculture in the two countries become less dependent onprotection, pressures will likely grow for reform of these remaining industries. Estimates ofpotential welfare gains and loses from additional reform are included in the following pages,
drawing from existing studies where possible (see methodology in Annex B).

Economists recognize that costs associated with removing protection are immediate and apparentto losers, while benefits are longer run and not necessariîy apparent to beneficiaries. Asliberalization progresses, the economie costs are expected to decline relative to the benefats. Asthe years bring fewer losers and more gainers, the political base is cxpected to Vrow for more


