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MEXICO CONSIDERING 210 PERCENT TARIFF ON HFCS

Mexico may impose an import tariff of up to 210 percent on U.S. high fructose corn syrup (HFCS) after the World Trade Organization ruled a local tax on HFCS violates trade agreements, said a Mexican trade official.  Mexico is studying the option of a tariff to protect its sugar industry from U.S. HFCS because the United States blocks imports of Mexican sugar exports allowed under the North American Free Trade Agreement (NAFTA), said Hugo Perezcano, the trade ministry's legal director for international negotiations.   "We're considering resolving the tax issue and substituting it with an import tariff under the NAFTA framework," Perezcano said in a telephone interview in Mexico City. "The WTO, for example, allows us to adopt a maximum tariff of 210 percent on fructose imports."  Mexico and the United States have disagreed on NAFTA's rules governing sugar and corn sweeteners even before the pact took effect in January 1994 when the two nations exchanged letters in a bid to make last-minute changes to sugar rules, Perezcano said. Mexico doesn't recognize the letters as binding while the United States does, he said.  The WTO is expected to publish a report early next month that rules Mexico's 20 percent tax on soft drinks containing HFCS violates the trade agreement. The ministry may decline to appeal the decision, which could be resolved in less than three months, and instead apply the tariff, Perezcano said.  "Mexico recognizes it is a particularly difficult case," he said. "We consider that sooner or later we will have an adverse decision."  Perezcano said Mexico has determined it has the right to apply an import tariff on U.S. HFCS even though NAFTA calls for a zero tariff because the U.S. is violating the trade agreement by not allowing Mexico to export its excess sugar production.   Mexico asked a NAFTA panel in August 2000 to resolve the dispute over whether the U.S. letter signed by former Clinton administration chief trade negotiator Mickey Kantor or the original NAFTA text applies to sugar, Perezcano said. The United States has blocked formation of the panel for the last five years by refusing to name a panelist, he said.  "The United States is exploiting a deficiency in NAFTA," he said. "It's as if the chapter to resolve disputes did not exist." (Source: El Universal; 08/25/2005) 

SUGARCANE LAW ACCEPTED BY THE FEDERAL GOVERNMENT WITH SLIGHT MODIFICATIONS

The Federal government finally published the Sugarcane Law on August 22, 2005, as part of an agreement reached during negotiations with members of the Mexican Congress.  After large demonstrations during the first weeks of August by sugarcane growers attempting to force passage of the proposed Sugarcane Law that was voted in June by the Congress, the Federal government agreed to publish the law as adopted by the Congress.  However, the Secretariat of Agriculture (SAGARPA), and the Agricultural Commissions from the Congress signed an agreement to modify the Sugarcane Law, as negotiated, as soon as the Congress resumes work in September 2005.  Minor changes are expected to be established in such areas as the conditions of contracts between sugar mills and cane producers; the canceling of a new research and investigation center for sugarcane; and the canceling of the creation of a new public parastatal.  However, the sugarmill industry is not happy with these relatively small changes, having wanted the Law completely revoked.  The industry maintains that the law will not benefit the sugarcane industry as a whole and problems will arise quickly, citing that the law does not address the competitiveness issue and the opening of the sweeteners market by 2008. (Source: Excelsior, El Financiaro; 08/23/05) 

THE NATIONAL FARMERS CONFEDERATION PROPOSES TO CREATE AN ALLIANCE WITH CENTRAL AMERICA FARMERS

The National Farmers Confederation (CNC) has proposed the creation of an alliance with farm organizations of Central America and the Caribbean in an effort to defend the interests of those who live off the agricultural sector in the wake of the free trade agreement signed by the governments of the United States and those countries. The CNC claims that Mexico is a clear example of the negative impact of negotiating with United States, because in the 11 years since NAFTA came into force, the country now imports 95 percent of its wheat, more than half of its rice, dry beans, sorghum and soybeans, leaving the country side abandoned.  The CNC further stated that the advantages for the agricultural sector have been minimal and the agreement has not been a force for domestic development. (Source: La Jornada; 08/22/2005) 

CONGRESS CONSIDERS TORTILLA LEGISLATION 

Congress is considering a bill to require tortillas sold in Mexico be made from white corn, a variety grown mostly in Mexico and traditionally used to produce tortillas.  The measure, which would apply to companies that produce corn flour and small shops that produce dough from fresh corn, is designed to help Mexican corn farmers face U.S. competition when the market opens up completely in 2008 under the North American Free Trade Agreement, said Julian Nazar, a congressman from the Institutional Revolutionary Party, who sits on the lower house agriculture committee.  "This would provide our farmers a better opportunity to sell their corn and at a better price," Nazar said.  Quotas limiting U.S. corn imports now protect Mexican farmers, helping keep Mexican corn prices about 20 percent above international prices, said Francisco Lopez Tostado, a deputy agriculture secretary in an Aug. 17 interview.  The Secretariat of Agriculture wants to make binding a 2001 regulation calling for corn tortillas to be made with white corn, Lopez said. U.S. corn, which is yellow and sweeter than Mexican corn, changes the tortillas' taste that Mexicans are used to, he said.  "We've made a presentation in congress," Lopez said. "They already have it. They were very interested." (Source: El Universal; 08/26/2005).
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Welcome to Hot Bites from Mexico, a weekly review of issues of interest to the U.S. agricultural community.  The topics covered in this report reflect developments in Mexico that have been garnered during travel around the country, reported in the media, or offered by host country officials and agricultural analysts.  Readers should understand that press articles are included in this report to provide insights into the Mexican "mood" facing U.S. agricultural exporters.  Significant issues will be expanded upon in subsequent reports from this office. 





DISCLAIMER: Any press summary contained herein does NOT reflect USDA’s, the U.S. Embassy’s, or any other U.S. Government agency’s point of view or official policy.
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We are available at � HYPERLINK "http://www.fas-la.com/mexico" ��http://www.fas-la.com/mexico� or visit our headquarters’ home page at � HYPERLINK "http://www.fas.usda.gov" ��http://www.fas.usda.gov� for a complete selection of FAS' worldwide agricultural reporting.
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To reach us at FAS/Mexico: 





AgMexico@usda.gov, � HYPERLINK "mailto:ATOMexico@usda.gov" ��ATOMexico@usda.gov�, or � HYPERLINK "mailto:ATOMonterrey@usda.gov" ��ATOMonterrey@usda.gov� 
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