
This video video discusses the context of agricultural trade disputes between the United States and
Canada, particularly regarding Canada's dairy supply management system under the United States-
Mexico-Canada Agreement (USMCA), which replaced NAFTA. The speaker explains that the US
sought greater access to the Canadian dairy market during USMCA negotiations due to Canada's
protective measures in the dairy industry, which include controlled production, pricing mechanisms,
and import restrictions.

The US aim was to increase dairy product imports, claiming such access was vital for American dairy
producers while highlighting the significant price differences between Canadian and American dairy
products. Despite US requests, Canada maintained its supply management system, leading to a
dispute where the US claimed allocation of tariff rate quotas (TRQs) favored Canadian processors
over American entities.

The dispute went to arbitration, where a panel found in favor of the US regarding the exclusion of
distributors and retailers from TRQ allocations. Canada subsequently adjusted its policies to allow
for some distributor access but excluded retailers, which led to continued US frustration and the
initiation of a second dispute under USMCA in May 2022.

The panel decisions highlighted the need for countries to adapt their trade policies in response to
international arbitration outcomes, illustrating the complex dynamics of agricultural trade
negotiations and compliance with trade agreements. The ongoing disputes serve as a crucial case
study for how trade agreements function, their enforcement, and broader implications for future
negotiations. Overall, the dairy market plays a key role in trade relations, but significant changes
tend to occur only during major treaty renegotiations rather than through immediate compliance
adjustments.
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