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The 1B Congressin both its legislative and oversight capacities, has been active in numer: Specialist in International
trade policy issues related tienegotiatiorof the North American Free Trade Agreement Trade and Finance
(NAFTA) and its replacement, the United Statsxico-Canada Agreement (USMCA). In May

2017, the Trump Administration sent a-88y notification to Congress of its intent to begin talk lan E. Fergusson

with Canada and Mexico to renegotiate and modernize NAFTA, as required by the 2015 Tr Specialist o el
Promotion Authority (TPA). Negations officially began on August 16, 2017, and were
concluded on September 30, 2018. The USMCA was signed on November 30, 2018. The
agreement was approved by the House of Representativiks543Q on December 19, 2019, by
a vote of 38541, and by the Senate on January 16, 2020, by a voteld.8resident Trump
signed the USMCA implementing legislation on January 29, 240 (16113. USMCA
entered into force on July 1, 2020.

July 27, 2020

Trade and Finance

The first NAFTA negotiations were launched in 1992. Implementing legislation was signed on December B,L19903(

182 and NAFTA entered into force on January 1, 1994. It is particularly significant because it was the most comprehensive
free trade agreement (FTA) negotiatedhattime, contained several groundbreaking provisions, and was the first of a new
generation of U.S. FTAs later negotiatBtAFTA established trade liberalization commitmeamsiset new rules and

disciplines for future FTAs on issues important to the Wh&ates, including intellectual property rights protection, services
trade, dispute settlement procedures, investment, labothaadvironment. NAFTA mnarketopening provisions gradually
eliminated nearly all tariff and most nontariff barriers on rhardlise trade. At the time of NAFT#egotiationsaverage

applied U.S. duties on imports from Mexico were 2.07%, while U.S. businesses faced average tariffs of 10%, in addition to
nontariff and investment barriers, in Mexico. The tCanada FTAwhichhadbeen in effect since 198%as suspended

under NAFTA

USMCA, compried of34 chapters and 12 side letters, retanust ofN A F T Anarket opening measures awttier

measures, whilenaking notable changes aaito rules of origin, dispute settlement prémis, government procurement,
investmentandintellectual property rightdiPR) protection It also modernigsprovisionson services, labor, and the
environment. Newradeissues, such as digital trade, statened enterprises, anticorruption, and cucgemisalignment, are

also addressedkey issues for Congress in the debate surrounding USMCA included worker rights protection in Mexico, IPR
provisions andules of originchangesthe enforceability of labor and environmental provisions, astivetiongitutional

authority of Congress over international trade and its role in revising, approving, or withdrawing from the agreement.
Congress was also active in considering U.S. negotiating objectives and the extent to which USMCA made progress in
meeting then, as required under TPA.

On April 24, 2020United States Trade Representative, Ambasdadabthizer, notified Congress that Canada and Mexico

had taken the measures necessary to comply with their USMCA commitments and that the agreement woubdf@rier int

on July 1, 2020The United States was the third country to notify the other parties that it had completed its domestic
procedure to implement the agreeméhh ¢ Pr esi dent ’s not i fi ¢ adtakeo the necessaryeledjal t h a t
and regulatory measures to comply with their commitments under the agreement. For USMCA, such measures included laws
or regulations regarding rules of origin, tariffs, panel rosters related to dispute resolution, establishing commitsatsuch

one caléd for in the chapter on small and medisired enterpriseandlabor law implementation in Mexico, among others.

As USMCA enters into the implementation phdssyissuedor Congress includéhow the new importing requirements

under USMCA are being phased in and whether there has been sufficient time for importers to adjust to the new
requirements; whether extending the implementing of the new rules of origin for the motor vehicle indiistayuaty

2021 provides vehicle producers, exporters and importers sufficient time to provide certification that products met the rule
of origin requirements; how well Mexico is implementing labor law reforms to provide more worker rights protection

whether the Trump Administration is adequately using funding provided by USMCA legislation to ensure effective
implementation of thelectiveoessofthendwvenforcemefiteneaswres, including the rapid response
mechanism; and, among eth issues, the extent to which USMCA’s wupdate

k)

enforcement of the agreement’s provisions.
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NAFTA and the United States-Mexico-Canada Agreement (USMCA)

Introduction

The6Tdngress, in both its lkagsshat¢ mwuwaccorivpdiesove s i

tr pdd i cy 1 s sruweense groetti hNeberdo ht oAfaner i can Free Trade

INAFDA and itsthepUnidead aCBatnaatdeas Agr e e gmesn to f{ US MC A)
July 1ILn20&yY7, the Trump Admiyninmatiiddan otno s@mrmn grae 9

its intent to begin talks ammode NaAnFaTdAs and Me xi ¢ c
required by the 2015 Tr’lakkPrombitcionl Aythogan you
2017, and concluded NavdSmpar mbe,yr B3®L8,20tIll8Be WHMCA
President Don&lred sli.dehrtumdm,r itgmeen Pefia Nieto of Me:
Minister Justin Trudeanu. The Trump Administratio
legislation to Co2n0glr9.s sOno nt hDee cseammbee rd aly3,, t he US MC
AcH. R. )5443238 introduced in the House of Represent
companion bill was SintjrOdddvhcee d eign stl haet i Soenn awtaes (p a s
on December 19, 24011, 9 ,a nbdy bay wvtohtee Soefn a3t8&5 on Januar
89 0 President Trtunmnp soing neadPutalbrey 103l i s210a2 0 (
Key issuesifioregangr Joint Statement on Reaching
renegotiation of NAF Agreement on USMCA
USMCA included pr ot e|dToday, Canadaand the United States reachedan p t s ,
the enforceability ofagreement alongside Mexico, omew, modernized me nt a I
provisions, intel 1 e c|tradeagreementfor the 2LCentury: the United t  and
rul es o f ortdienechan St_ate_sMexmoCanadaAgreement (USMCA). USMCA
. will give our workers, farmers, ranchers and busines
of the agredremnst ias|,pghstandard trade agreement that will result in fred
aut hority of Congr e s|markets, fairer trade and robigconomic growth in trade
and its rol e in r e v 1| ourregion.lt will strengthen the middle class, and
withdrawing from ¢t h elcreategood, welbayingjobs and new opportunities
interest t o Congress for th(_e nearly half billion people who call North neg
. . America home.

objectives and the e,

oOWe | ook forward to furt
propagedement made P|economicties whe this new agreement enters into
t he m, as required unforce.

0 W w | I ik hank
USMCA ‘revises ke ys uNeA Ic:def(?nso G?Jal;ardgfor his cloge cct)llngor;tionaz)ver th
as auto rules of Orify a5t 13 months. 6 bue, roll
back longstandin g u Joint Statement from United States Trade Represent)n
the other hand, 1t €| Robert Lighthizer and Canadiangfofédiairs Minister ed
pr oivoinss snu cahr eaass d i g i| Chrystia Freelareptember 30, 2018.
stotwaned enter pKeé g ei s Source: USTR, ahttps://ustr.govdboutuspolicy
for Con groevsesr siingchl tu doe| officespressofficepressreleases
impl ementation of th

commitment

given 1its

1 For more information, se€RS In Focus IF1004North American Free Tradagreement (NAFTApy M. Angeles
Villarreal, andCRS In Focus IF10991J.S-MexicaCanada (USMCA) Trade Agreemgby M. Angeles Villarreal and
lan F. Fergusson

2SeeCRS In Focus IF1003grade Promotion Authority (TPAby lan F. Fergusson
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NAFTA and the United States-Mexico-Canada Agreement (USMCA)

Whil e enbUf§dRiating objectives 1ngclUBdRd athamwmy gc
sought, for the first time 1n U. S. trade negotia
countries, among other specific “obpatanwesth¥&. S.
bend&dfitshe agreement ,p’se cshtoaitnegmePnrtwss a‘tdlhicatd s N A& T

and “wohrest agreemenSoanece IU. Be g mteigavttd bt i ng position
have the explicit or implicit goal of promoting
previous | mmeétankmnzastianspecific areas, such as |
poten‘éunt Etyt d nggreement, questioning the validit
enhancing government procurement restrictions, a
in the autdTrumpsAdhi mrdtgiation officials also s
American and global supply chains as a way of at
Canada and MexicoMé¢wni¢he &Und tt@ahnt Hdrsa evsinceweod s uch
proposals as counterproductive to the spirit anc
repeated their posiTheoendi ffoemordeanilzet WAdFAl Avi e ws
agreement and U.S. propms alhse Ineedg ottao apeirocnesi.ved t e
USMCA has been viewed by many as an ofdpd®rtunity
FTAs that have entered i1into fKorrccea oFrT Awd KO RAUISY o tai
the proposed TPP. TheaVWUe Schamgeg¢globgihi Ecoawtml ¢ ss
entered into force 25 years ago, especially due
commercial internet, for example, dramatically a
activiti-esommsuodchb uapspley chain management. Negotia
provisions in other areas, including intellectue
The increaskddrod eswfppettae¢d firms in tsade compe
was also a new issue odetdebmg.e and focus of new
This report provides a brief overview of NAFTA a
process, and discusses key provisions 1in USMCA,
also provides a discussion of policy implicatior
NAFTA provisions and economic relations 1in depth

s ecRS ReporTh®R4NOmwt5hFrlenee rTircaadre AgrebmeNt ANAETAY
Villarreal and ITan F. Fergusson

NAFTA Overview

NAFTA negotiations were first launched under Pre
J. Clinton BbB&NAR TAmnpil etmoe nltaaww iton Ac tP.dn-1 B)@3e mber 8§
NAFTA entered into Forcte esnghefinaagt lbed@0de it
t wo wealehyanduatbmwecountry and because 1t est e

commitments that Il ed the way in setting new r1rule
to the United States. These inclBRBRE provest oonn, c
services trade, agriculture, dispute settlement

3 CBS News, Trump Calls NAFTA a Disaster, September 25, 2ifiss://www.cbsnews.co/newstrump-calls-nafta

adisaster/Politco, “The Real Game Trump is P11 htpd/mnww.poliico.td®m/F TA, ” Febr u:
magazinegtory201802/26/donaldtrump-naftanegotiations217085

Simon Lester and Inu Manak, “The Rise of,Jumgafl i st National
International Economic Law2018, March 2018.

5Jame Pet hokouki s, “Does Trump want tAblldeas Jaruary3d, 2@lét ri d of gl

http://www.aei.orgdublicationfloestrump-wantto-somehowgetrid-of-globalsupplychains/
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NAFTA and the United States-Mexico-Canada Agreement (USMCA)

F
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NAFTA addressed policy issues that were new to
multilateral trade ale ghogricaetmeomts oumn dTearr itfhfes Gennde rT
successor, the World Trade Organization ( WTO).
countries
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NAFTA coincideduwitdthtMerilcorade liberalization
States and Canada gained greater acgreswi g t he

6 Executive Office of the Presider@fudy on the Operation and Effects of the North American Free Trade Agreement
July 1997, pp. &.

7 Most of the markebpening measures resulting from NAFTA werénsen the United States and Mexico, and
Canada and Mexico, because the United States and Canada had a free trade agreement at the time that had been in
effect since 1989.

8 For example, see Gary Clyde Hufbauer, Cathleen Cimino, and Tyler MtA&T,A at 20 Misleading Charges and
Positive AchievementRBeterson Institute for International Economics, Number PERlMay 2014; and U.S. Chamber
of CommerceNAFTA Triumphant: Assessing Two Decades of Gains in Trade, Growth, andabbiser 2015.

9 For examplesee AFLCIO, NAFTA at 20 March 2014; and Robert E. Scott, Carlos Salas, Bruce Campbell et al.,
Revisiting NAFTA: Still N o t , Bétmomic iPaligy Inftimite, Brikfing Paper #Am™e r i ca b s
September 28, 2006.

TsA maafkeni ng provisions gradually eliminated
ricordss oanndgoser vices produced and traded withi
s from Mexi
m Mexico ehneredtdusy, fthe. United States face
estment bdFmrdade sammn MeNARKRDA partners has more
eement entered into force, forming integrated
cre
mc

lpirti yc eodf alnodwegrr e at er choowvengflceonnengmer
s and %drtlkirsg bd @amei tNIAFTA. and subsequent

nomic gr owth, and the income disparity with

g

a

o improve labor standdrds and environmer

portant el e m€notc’kofianNAFaAMNdi s nvhat menht he
tion efforts taking place at the ti me,
loser U.S. relatiomasveviadc dlodtha tMedk i c
e aAtl it hevestitmenthateNAFTRawadai mpl en
g gao
ad the higheasmodgvteHe of hteadeo brmtrmriae
h part of the 1980s, Mexico maintair

ar

st r¥lanl i1z%% li,o nf. oUr. Se. x abmpslienesses were very Test
co. Unsdermre sMeaxwW octod ver omot e Mexi can I nvestment
sdtmewt a third of Mexican economic activity

r
t

€

Wo

10 For more informationoMe x i c 0> s t r aCRS Repast R40¢8Me x i codes Free ,ByrMade Agr ee me

Angeles Villarreal

11 CRS Report R42969he North American Free @ide Agreement (NAFTADy M. Angeles Villarreaand lan F.
Fergusson

Congressional Research Service 3



NAFTA and the United States-Mexico-Canada Agreement (USMCA)

major export market viecre sUNAF hif@pecamat/dp. t he

mar ket to 1increas e dCainmpdoar,toso efereofm nMgeex ilcaor gaensdt f r e
n the world. Since NAFTA, the three countries h
mutual, inhneltading trade and investment, and al s o
relationship, such as regulatory cooperation, 1T
environmental cooperation, and security.

Table 1. Selected Economic Indicators for Mexico, Canada, and the United States
(1994 and 2018)

Mexico Canada United States

1994 2019 1994 2019 1994 2019

Population (millions) 90 126 29 37 262 329
Nominal GDP (US$ billions) 528 1,221 580 1,736 7287 21,428
Nominal GDP, PPP Basis (US$ billions) 813 2,632 656 1,916 7287309 21,428
Per Capita GDP (US$) 5856 9,678 20,090 46413 27,88 65,117
Per Capita GDP in $PPP 9,017 20,407 22735 51,208 27,88 65,117
Exports of goods andervices (% of GDP' 13% 39% 33% 32% 10% 12%
Imports of goods and services (% of GD 17% 41% 32% 33% 11% 15%

Source: Compiled by CRS based on data from Economist Intelligence unit (EIU) online database.
a. Nominal GDP is calculated by EIU based on figin@as World Bank and World Development Indicators.

b. PPP refers to purchasing power parity, which reflects the purchasing power of foreign currencies in U.S.
dollars.

Key NAFTA Provisions

Ke WAFTA promcltniadmisf f and nontariff trade 1iberal
commit meat vi oammsfdotrreaidgen 1 PRerctt gnemdgrr nment procur
r ulaensdj s put e Iracbsocorl uatnndonenvirwemans apapabdvpei NABTA s
agreeMNMARTA provisions and rules governing trade
a .
a

reas, particularly in regard to enforceable rul
greement for the first time. Thtelree twiemee, aa mmdbd s t
NAFTA influenced subsequent agreements negotiate
especially at ,thel mghtperdiethg | Urhegtwedy Round of m
multilateral trade liberalization negotiations.
The map&keitng that occurred after NAFTA i1is 1ikely

Me x isc oce c on o my . I'm ddpPdrt Mexnd oi mports equaled 14°¢
of GDP, while in 2019, these percedatltgeatses nctread
is less significant for the economy, with the va
respectively, DabIGDP in 2018 (sece

Ke ¥NAFTpAr ovi sioms included

12 United States International Trade Commission (USIT®}ential Impact on the U.S. Economy and Selected
Industries of the North American Frdgade AgreementUSITC Publication 2596January 1993.
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rket OpemTiMmge.l nmanbtyedll tariffs and most n
rriers on goods producreeMreowistdhi n Nort h Amer :
strictive tariffs, quotas, andsimport 11ice:
d CH¥NAHTmA | Pleodc’kMeixnist pade and investment

ber aalnidz aethisosnt e d pr ot ecti ons for U. S. and Can
x it o .

cuil t WAETA eliminat erdattearqguadotsasan(dTRQ@sr)i fdn mo
ricultural products. -fuomaintaifdéd TRBROs UwBS:
ports of dairy, poulNAKTA aandd reegsgs epd osdaurcit tsa rt
d phytosanitang ¢SSP &g rmypueltnauerfafl f

rSiPeSr sregul ations are often regarded by agr
greatest challenges 1in rade, often resu
s and disruptin® integrated supply chains
emenNAFTA removed significant investment b
ic protections for NAFTA investors, and pt
tl ement of disputes between investors and
vided fomomdisd omiathi edditllme ftor ei gn 1 nvest men:t
NAFTA parties in certain sectors of other
ludedpeouwufiicyliberalization commitments a
ecatEmemtp.t i ons fr odh hNARkThA rigngcxlsuedoet or i n M
ich the Mexican govtvor pmeoht bid¢s prvedttehe nvie,
oreign participation.

t
t

O+t »vw @ v .o -

o

ceNAFTMAdser vices provisions established
ations 1in services Theamnmegnta mpmagn tpead t ner
ces providers certain right-s concerning
r sales and entry, investment, and acce:
certain exclusions and reservations by
thimepismg (United States), film and publis
l1indgNAMEAikbberalized certain service sec¢
icularly financial servicesY which signi
FinarmserinwawailcEHsdeA, NAFmMada extended a e

to the United States, under the CUSFTA, t o
would not be subject to Canadian investmen
agreed to permit financial fiirsths from anot
financial institutions shaMexiddomitsubjpepdt e
during a transition period ending by the y
Tel ecommuni calNAGmTd Pperwvhners.agreed to exclu

of, but not the usasofSecirtvdatchess .4 gd e e manmtu n i c a
NAFTA gr“bnt b dbdffiorr itghhet sproviders and users o

Rt T B S S
- —_—n A< =< - O
o ~gq —

n xempt i

t

h
c
e

B“Mexico’s average tariff on all imports from the United St

“Prior

to NAFTA U. S. businesses were very restlawcted in 1n;

to Promote Mexican Investment and Regulate Foreign Investment.
15 SeeCRS Report R44875he North American Free Trade Agreement (NAFTA) and U.S. AgricuttyiRenée

Johnson
16 United States General Accountiigf f i ce ( GAO, now called Government Account al
Free Trade Agreement: As s e Reporttatihe ConfiresSeptpnober 1993, ppuds , Vol u me 2

17 Hufbauer and Schotly AFTA Revisitedyp. 28.
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telecommunications services, including acce
services; connection to private lines that
on aat aftle pricing basis; and the right to <c¢ch
terminal equipment BNAFTAsdidedot or¢heirencee
parties to authorize a person of another N/
tel ecommunicati onsertvriacnessp.o rNo rn edtiwdo rikts boarr sa
from maintaining a monopoly pProvider of pub
T I'ntellectual (PPRpetré ¢ tNRIFfAt ssas t he first U. S
to imclhdg PRr powtect ibui Iptr ouwpresmigosngse. tlhte n
Uruguay Round negotiations that would create
Intellectual Property hRi gMiltds omT RIaR S )ouasgr e e me
existing international intellectual property
enforceabl eby oMok Tt Amepnatrst i es regarding the pro
copyrights, pahttdmade stecardetmsa,r ksmong ot her pr o
T Di spute ResSFOsAUpirowi si ons for preventing and
regarding enforcement of commitments under t
provisions in the CUSFTA. NAFTA created a s ys
di sputes that inclkdagdg thetiabuecohnhsut het Nah .
Commi ssion, or going thrDAERFAarbé¢tudddpanel
separate dispute settlement provisions for a
investment and over antidumping and counter Vv.

T Gwernment ProNAF&Mmesmtened up a significant
government procurement 1in each country on
suppliers from other NAFTA countries for g
limitations f oeo wmeod uermetmeernptr ibsye ss.t at

T Labor and ENXFTAnmemked the first time tha
environment ala spsroocvii aatneodiSToammtehrset a ke hol der s

viewednibppertunity for establishing a new t

NAFTA p#btboerand environmental provisions,

t 1

wi

side agreements, included language to pr omot |
environmental matters as wefhiduarpr ovi endons c
its own |l abor and enwmorsdnmerttadll el,a wmst. ther tam

side agdeemene¢ ssettlement processes that,

a s

monetary assessments asdfasabhatreceono tofaddees

l aws .

Trade Trends

Uu. S. trade with sNeAdF TrAa piadltmea St dmctrle@ agr ee ment

more rtrapidly than trade with most other count
partners increased from $150.9 billion in 199

18 GAO, Report to Cagress,September 1993, pp. 3®.

19 Office of the united States Trade Representative (USD&)¢ription of the Proposed North American Free Trade
AgreementAugust 12, 1992, p. 29.

20|f the parties are unable to resolve the issue through consultatieysnay take the dispute to the NAFTA Trade
Commission, which is composed of Ministers or cabiaeél officers designated by each country. A party may also
request the establishment of an arbitral panel, which may make recommendations for the re$th&idispute.

21 Woodrow Wilson International Center for Scholdd#FTA at 10: Progress, Potential, and Precedepfs 20630.
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NAFTA and the United States-Mexico-Canada Agreement (USMCA)

me r ¢c handiisnec reexapsoerdt sf rom $141.8 billion to $548. 38
periofi g®reee The U.S. trade deficcittuawtieech sCiamcaed a a1
NAFTsA entry into forece given the other economic

exchange rates, which affec trade. In 2019, the
from $74.3 billion in 2£)ﬂ‘6neﬂerlwaseslsmadncmcahe
States had a services trade surplus Figwhreaanada
2)

Figure 1.U.S. Merchandise Trade with NAFTA Partners: 1993 -2019
(billions of nominal dollars)
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Source:Compi l ed by CRS using trade data from the U.S. I nter |

and Trade Data Web, atttp://dataweb.usitc.gov
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Figure 2. U.S. Services and Merchandise Trade Balance with USMCA Partners

Nominal §in billions

$100
Services
S0
-$50
Goods
-$100
-$150
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Source: Compiled by CRS using trade data from the U.S. Bureau of Economic Analydjs/avww.bea.gov
and the U.S. International Trade Commi ssionds
http://dataweb.usitc.gov

(USI TCds)

Trade in Oil and Gas

Trade ignaso,i la aknedy component of trilateral trade,
Canada and Mexico. Numerous policymakers associa
partners with merchandise trade and guwtbhsof When t
the equation, the trade deficit has been much I c
showhi g@dr eThe value oefxplb.rS.s oiol Caamnda dgaasand Mexi co
$0.9 billion in 1997 to $18.7 billion in 2019, v
bil TheoenU. S. merchandise tradiendgdodsd totwheth tChanmd
gawas $HHGiJolm3 in 2019, compared to an HW¥ZEGFall defi
billion in the same year.
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Figure 3.U.S. Merchandise and Oil and Gas Trade with NAFTA Partners

(19972019)
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Source:Compi |l ed by CRS using trade data from the U.S. Inter.|

and Trade Data Web, dtttp://dataweb.usitc.gov

Notes: Oil and gas trade data are at the NAIGdRit level, code 21, which include activities related to

exploration for crude petroleum and natural gas; drilling, completing, and equipping wells; operating separators,
emulsion breakers, desilting equipment, and field gathering lines for crude petroleum and natawad gaiser
activities.

Merchandise Trade in Selected Industries

NAFTA removVvs dp Metxa ctoi oni st policies 1in the motor

in the integration of the motor vehichkoemendustr)y
of the most significant changes in trade foll owi
exports to and imports fRiogndNeAETA ccud o mitrrei e sr aadse s
expanded after NAFTA, but to a lesser degree tha
in agriculture also has a far lower trade defici
appear t oe nhcaevde aedxjpuesrtiment costs since NAFTA, wi't
first ten years after the agreement entered 1ntc
United States had a trade surplus Gann ada $a3nd7 bil
Mexico. These tr aNAF TtAr ac hs evedi cnangyg ©ohHat he trad:e
befida¢ s that proponents c¢claimed it would bring, a |
However, it is difficult tion isspoelcaitfei ct hien deufsftercitess
ot her factors, such as economic growth and curre
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Figure 4.U.S.Trade with NAFTA Partners in Selected Industries
(billions of nominal dollars)

Textiles Automobiles
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Source: Compiled by CRS using data from the U.S. International Trade Commission, U.S. Department of

Agriculture, International Trade Administrationds Office
U.S. Investment with Canada and Mexi cc«
Foreign direct 1inavesitmteagr dlFDdarthasf btelean e c on o mi
the United States and NAWBEA parvtersetrnse nfto rb ehaweye ny e
the United States has increased markedly since 1
invest menntt.e dT hSet al es is the largest single i1inves
Canada re2abdhi hgdf4dm £ 0dnb6abbisltloicoki sokfie g5B)p. 8
u. S investment represents about half of the tot
The United States was the 1| apPwietsh aesHth.a8atafond fc
billion, nac rseiagsn@i8fbibcbalmité/ni (ibny WA %X i mate DPeasdicial
trends highlight the changing view of FDI among
fearful or hostile to FDI as vehiclestshat foreigr
more welcoming of new jobs and technologies that
In Mexico, the United States 1s the largest sour
increasx24dbiflrloim/oi 0 ® PP Pi o9¢ sEiegBH.é¢ Some economist
cont end tshaetc oMeoxmicco and energy sector reforms ha
economy 1in 7recenetstycerarwne aHsoeweavheaut idoome st ic poli
international economy persist. Ratification of [
l onfgerm pr os peocrtise nftoerd enxapnourfta ct uring, as well as
pos i Mewen.c FDI in the United States, while substa
Me xico, has als o 4 nbtirlelaisoendod 2$b pli9d9i yOn (fibmyo 2uOl¥t i ma t e
benefic)*®*al owner

22 Economist Intelligence Unitylexica Country Report, February 18, 2020.

23 Foreign direct investment data in this sectioddsved from data from the Bureau of Economic Analysis online
database dittp://www.bea.gov
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Figure 5. Foreign Direct Investment Positions Among NAFTA Partners: 1993  -2019
(historicatcost basisby ultimate beneficial owngr
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Source: CRS based on data from U.S. Department of Commerce, Bureau of Economic Analysis.

USMCA NegoPiadeowsn and TPA

Under Art iColne thi It udfi otnhe t he President has the aut
of the Senate, to make treaties. Under Article 1
collect duties, d to regulate foeat mant ominet It e
implementing leg lation for USMCA under the Bip
Accountability?A of 2015 (TPA).

Under TPA, the President must cons-didy mwothc Comfgr
his i ntteanrtti ome ?¥TodteisaTtirivomps .Ad micwins ud aat 0 wns includ
between U.S. Trade Representative Robert LightHhi
Means Committee and Senate Finance Committee anc
Ad wirsy Groups ¢ ThNe Odtfii atei @fs.the United States T
(USTR) held pubdid ct hetalhe ngsl eas @anadf rtelcee 1 wee glo tmio a te
than 12,000 public comments.

an
1S
ct

In order to
Congress be initiating and during negotia
foll owing t conclusion of any negotiations

conduct the bmesgodt ioant itchne negotiating objectives

TPA authority. See box below for the dates on wh

se the,exhedPredipgdeanceduses nofi TRA
re t i
re

p
u ¢
0 C
€ S

24p.L. 11426
25CRS In Focus IF10297,PP-Trade Promotion Authority (TPA) Timeliney lan F. Fergusson

26 These groups were created by TPA to provide additional opportunities for consultation with the committees of
jurisdiction, as well as ber committees with jurisdiction over potential subject matter in the trade agreement.

27 Office of the United States Trade Representafesnmary of Objectives for the NAFTA Renegotiatiaty 17,
2017, p. 2https://ustr.godboutushpolicy-officespressoffice/pressrelease017july/ustrreleasesaftanegotiating
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Key Dates for USMCA and TPA

1 May 17, 2017: President sends to Congress required®pnoatification ofntent to begin negotiations with
Canada and Mexico.

T July 17, 2017: USTR published a summary of the 1
negotiations.

August 16, 2017: Negotiations with Mexico and Canada begin.

August 30, 2018: bitification to Congress of intent to sign agreement.

September 30, 2018: USMCA draft text released. Advisory committee reports released.

November 30, 2018: USMCA is signed.

January 29, 2019: List of required changes to U.S. law delivered to Congress.

April 18, 2019: International Trade Commission (ITC) report released.

May 30, 2019: Draft Statement of Administrative Action (SAA) and text of the agreement submitted to Cong

December 13 and 16, 2019: Implementing legislation introduced in HousepoésdatativesH.R. 543) and
companion bill introduced in the Senat®. 3052

1 December 19, 2019, and Jamy 7, 2020: Legislation approved by the House of Representatives by a vote-of
41 and by the Senate by a vote of-80.

1 January 29, 2020: President Trump signs the bill intoRalv 116113).
1 July 1, 2020: USMCA enters into force.

=A =4 =4 4 4 4 -4 -4

Trade Deficit Reduction

The Trump Administration, for the fir
aim to improve theeWuSe thede¢rbadbaded

fluctuated since the agreement entered 1nto

Economists generally argue that 1t 1is mnot feas:i
decrease the deficit because trade 1imbalances
fundamal s, suthvestmenttvimbpal ance in which the
Uu. S. economy outstrips the amount of gross savi
gover nme®hAtc csoercdtionrg. t o some economikdsbhbe ateomslpu
strengtheneMexamy and bmpett MeftodtOtherWnited
contend that FTAs are likely to affect the compo
little impact on the 3dhyeraarlglues itzhea to ft rtahdee tbraaldaen cc

28 Office of the United States Trade Representative ®)SSummary of Objectives for the NAFTA Renegotiatiaty
17, 2017, p. 4.

29 peter Navarro, a Trump Administration trade official stated that trade deficits have a negative effect on GDP and that
trade deficit reduction was one of four key factors ne¢dethieve GDP growtlin aWall Street Journal

commentary, he stated that trade defit&ssfer wealth to other countries and contended‘thato u gh, s mar t
negotiations is [sic] a way to increase net expedad boost the rate of economic growth. S etee rP eNa var r o,
the White House Wor r The WallStoeetdournaWarech®,201Ne fi ci t s, ”

30 C. Fred Bergsternrade Balances and the NAFTA Renegotiateterson Institute for International Economics,
Policy Brief, June 2017.

31 bid.

32 For more information on the U.S. trade deficit, €RS In Focus IF1061T;he U.S. Trade Deficit: An Overvigty
James K. Jackson
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NAFTA and the United States-Mexico-Canada Agreement (USMCA)

incomplete measures of the comprehensive nature
States and its trading partners, and maintain t6k
macroeconomi anflandbmen® ads polic

From this perspective, it 1s mnot clear how the /
the trade deficit

US MCA

USMCA, cdadnmBphficshapters and 12 sid&tmiecbpopensngretai
commi t me nntask,i nvwh inlogteasb Iteo cmmaket access provisions
griculture praonddu cdtissscuiaphl diamtecs st umle en st government

rocur ement, and IPR. Newownesdesnt enphi saes digntoe
nd currencyrmi saalsiogmnddetesmeadr. 10, 2019, USMCA i
o a Protocol of 3*Arthen d mevn tsdimoood siUfSiM(@CaAt.ui dbens t o key

f the original text regarding dispute settlemer
property rights protection, and steel and al umin
rules of origin. The following selective topics

0~ T

Rules of Origin

Rules of origin in FTAst hieelFpfAengser g rtamd te dt e | lye
produced by the parties that are signatories to
large part ilhn doetrh el dMCtAl, igtoroidess .t hat contain mater
USMCAountroebygy maygnass dNaoretdh American if the mater
transforfeMCrAengzitome t o go through a Harmonized Ta:
tariff classtidiicBhBi nomafhtyadds émwstg have a mini mun

North Amentiemtm in additionUMECAundgqugonesngthatathdte
value cmomstte ngo comfet 1 es s“t t haspwaadlde@tnhfo d hies used, 01
l ess t ha fineftd ¥nteit fh otdh Riesg iuosneadl. v ayl ubee cooanlt cemlta tmead u s
either met hodv.a lTuhee niertahnosda,c twhoinch is simpler, 1s
whil e -ctohset nneett hod is based on the total cost of
promotion, and pParcokdiuncge rasn dg esnheirpaplilnyg . have t he opt
met hod they wuse, with some exceptions, such as t
nectost ®mMEfhadU. S. import does mnot meet the minim
rufoddsri giameagenirit will enter the United States

Uu. S. MFN tariff rates.

An Annex to the rules of ospedinficharpuleas ifao rUSdAVCEH
industries, includingdghfotU. it opnopokhecbasngndupa:s
in the motor vehicle industry was WiSeMWeAd as one
negotiations.

33 bid.

34 The Protocol of Amendment to the United Stattexico-Canada Agreement is availablehéps://ustr.gowttade
agreementffeetradeagreementshited-statesmexico-canadaagreemenprotocolamendments

35 CRS Report RL34524nternational Trade: Rules of Origjby Vivian C. Jones
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Mot or Vehicle Industry
NAFTA phased out U.S. tar iMefxsiammin Mreoxtiocra nv ethaircil fef si

U.S. and Canadian products as long as they met t
American content for autos, light trucks, engine
parts. Some tariffsl ywe rwehiellei noitnhaetresd wiemnee dpihaatsee d
to 10 years. The agrseemenhtiphavedaotd Mezrteos,

imposed high import tariffss aanudt of nsveecsttonre,n ta nrde sotpr
Me xicanemb¢be wector to trade witBh and invest men

USMCA t iNAFtlae?dmos rules of origin by including

T New motor vehiahm@roaddsr of, ospglcmdiicg product
rul es, and requiring. 75% North American cont

T Forhet first time wamge quiadmeagsddfhepti] ating 4
of North American auto content be made by Wwoi
hour

T Arequirement thatst/0&l odnd abhmchem must or i g
and pour eAlme riinc aNor t h

T Aprovision aiming to smamead mlaitunlaeestr lsoef enf or c e m«
origin certification requirements.

In addition, side letters exempt from potential
Canada and Mexico:

T 2.6 millicemhmipassemrgerh from Canada and Mexico
T Light tr ud kfsr oommpGarntaeda or Me xico.

T Auto part imports amounting to U.S. $32.4 bil
billion from Mexico in declared customs valu

USMCA nmnwlteos of origin will be phased in beginnin
producers time to adjus¥ to the more restrictive

During thevabgoleatndnpgetnssmppdtttatt miags the cur
rul esnofder i NAWH AR boes sguwgthotp sy e quire a higher perc
regional ctolnety ndtveol uiweldiewale duce t he s haNAFTA parts
countSoimes obser Vet si s”’twhteet lheedrn tt he amnt 6 heu USMCAT o
meet the requirements unsdeAr thel WoXXKHVTofidehOr ge
Agreement on PArifébeaXXIVradetes that duties an

36 Beginning in the 1960s, Mexico had atriive import substitution policy in which the government sought to

supply the entire Meran market through domesticafiyoduced automotive goods. The series of auto decrees
established import tariffs as high as 25%, had high restrictions on for@mpraduction, prohibited imports of

finished vehicles, imposed high domestic content requirements and had export requirements in which a certain amount
of exports was required for every dollar of imports.

37U.S. Customs and Border Protectibmited Stats-MexicoCanada Agreement (USMCA), Implementing

Instructions CBP Publication Number 1148520, June 30, 2020,

https://www.cbp.gov/sites/default/files/assets/documeagd Jun/USMCAImplementing Instructions2020 Jun 30

%?28Finalv1%29.pdf.

38 See Jana Titievskaia and Marian Dietddl§-MexicoCanada Agreement (USMCA): Potential Impact on EU

CompaniesEuropean Parliament Research Service, At A Glance, December 20d8;&a r i a Cur i , “EU think
questions USMCA’s ¢ ompl iWordcTrade Wnlinedanuary 06, 20191 i gat i ons , ”
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regul ations bet we e n “sphaorutlide sn oot f eoarh ictghsed rownhsa |1 uem a bro en
rest Ptilcan vtehe rate of alhppldetbds dmdtheguewlbation
prior to the fo¥mation of such union.

Some economists and other experts believe that t
in CAMwill 1likely have unintended consequences.
within North America may mnot be able to meet the
USMCA benefits. The Congressional ’$utdrgiectt eGf fi ce
rules of origin for motor vehicles andreew wage
imports of motor vehicl @A pondtpant ®ofi hhettHecUnt
replaced by domestic pd obdeu crteipolna cwehd lbey ai nppoorrttiso ns
CBO estimates that U.S. importers of autos and g
requirements will pay approximat'©Ot he$3 ecbbpbhbmontHt
also contaehd bbamoret wost efficient for manufact
vehicle parts Pof patyouthe2 MFW, tnatifdr -6fian meet t
origin requirements. They argue that a change 1in
auto production, because it 1s likely that the 1
resulting in higher auto prices, reduced U. S. d e
substitution of®Antchimamsu Toact woarkse risn Me xico are
may lose market s ha*Fort oec xAasmpalne ,mmabneocfaauostred igtéhmes irnu 1t
U.South Korea FTA are much 1lower tshameotbose 1in t
vehicle producers would shift production to Sout
Even with tshoemeotoonvehnsppoptrodaMEASyYysuhat
complying with the nheaw lreunlgeismp goofbmobrli4eOitmin emmasgye abbel ec.
contend that the new rules will hurt demand for
cause signif'Somat ajteetndt dshsags production in the U
potential to increase under the agraemensteg alt hoc
U.S. ®Awtbes .industryenepedsénvetrabty to the conclu

39 See paragraph 5 éfiticle XXIV of the GeneralAgreement on Tariffs and Trade,rdtps://www.wto.orgénglish/
tratop_efegion_efegion_art24_e.htm

40 Congressional Budget Office (CBAJBO Estimate foH.R. 543( the United StateblexicoCanada Agreement
Implementation Ac¢tCost Estimate, December 16, 2019.

4L bid.
42 Most-Favored Nation (MFN) Tariffs are what countries promise to impose on imports from other members of the

World Trade Organization (WTO), unless the country is piat preferential trade agreement such as a free trade
agreement (FTA). In practice, MFN rates are the highest (most restrictive) that WTO members charge one another.

43 See for example, Mary E. Lovely and Jeffrey J. ScAdie USMCA: New, Modestly Impexi; but Still Costly

Peterson Institute for International Economics, December 17, 2019.

44 personal communication with motor vehicle representatives and government officials in Mexico City on September
2529, 2017.

BKORUS>s rules of origi n -56%. SeeGRS RaportRE3UIBEIE b.SSouth kogae f r o
Free Trade Agreement (KORUS FTA): Provisions and Implementatiandinated by Brock R. Williams

46 Sarah Foster and Andrew Mayeda, "USMCA Content Rules will Raise Production Costs, Automakers Warn,"
Automotive News Canadillovember 16, 2018.

47 |bid.

“Sarah Foster and Andrew Mayeda, <« US MBloambéigNews Add ¢t o
November 15, 2018.
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and gleymeargrlee with changessumohd earsn iuzpidmg itnhge baog rdecer
proce(diure.s, trade facilitatiamdmd®PRuPeowrecdignta

Agricdlture

USMCA partners agr ése dmnatrok enta ionpteanianm ¢gN ApFdTdAv s ¢ v @ m a |
nomar ket access provisions in the agriculture an
c hapNtAeFrTsA agricultur edtmpravifs iamnds gSuRoStelaausdudriemi,na t i o
rules of origin, amdtsgrade and quality stand

USMCA agriculture provisions 1include

T regulatory alignment among the parties:;

T protection for proprikatgedy fhodmulaad ffomwmdprdd
(limited Qegitimhedwbpsghcts vedps ]defined):;

T SPS rul a% edasvaachto sci”™amtdi fic principles,;
1T greater transparency 1in SPS rules.

Biotechnology provisions in: USMCA affecting agri

T Transparent and timely application and approv
biotechnology

T Procedur e ss hfioprmeammttpsoiri-l age h powsence of an
unapproved crop produced with biotechnology

T Establishment of a working group on agricultu

In the USMCA negotiations on agriculture, a prin
accteoe s Casn asdempapnl ayg ermeesnttr i ct ed dairy, poultry, and ¢
placesr at ¢ agudtfa on imports of thoseqwpatoaducts 1n
tariff levied is 0%, out of qy opirao duacrtisf.f sC a(nlaRdQa)
not willing to abolish supply management, but di
products; an -ferxepea nggu ootna offordupoyul t ry from 47, 000
and a subsequentr l®%Wayaand. i TikeediTBRQ for eggs wou
million dozen annually. In return, the United St
sugar, peanuts and cotton. U.S.-otuariofffes fawep gan
and HTBQ@Ps dairy and sugar products are to be incr
changes to Canadian wheat grading system and prc
spirits labeling and sales. A U. S$Sorpsepeosahltpr a
was mnot adopted

NAFTAssesparate bilater-bbrdedetrakengsan egrce¢cad s ure
Canada and Mexico, and the other between Mexico
CUSFTA provisiomlsy coomttirnaud®dndior ha @USFaAAg . Canada

“Ben Miller, “Aut omakers React Positively to Announcement
50 For more information on USMCA outcomes, €S In Focus IF1099@gricultural Provisions of the U.S.
MexicoCanada Agreemenby Jenny Hopkinsan

51 SeeCRS In Focus IF10683AFTA Renegotiation: Issues for U.S. Agriculfury Renée JohnspandCRS Report
R44875,The North American Free Trade Agreement (NAFTA) and U.S. Agricultyf®enée Johnson

52 Governments of Canada, the United Mexican States, and the United States of Abesicition of the Proposed
North American Free Trade AgreemeAugust 12, 1992p. 12.
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excluded dairy, poultry, and eggs for tariff el:ii
dairy, sugar, cotton, tAlbtalcacwgh pNAMTA sr,e saunldt epde ain
eliminatt omgfioculmbsesral products and redefined 1in
t amiafife quoPtaocomd TRNeJu ¢ h sseudb jteoc tbet-gu diti &g,ht abiov s

such as U. S. dairy affdnpdal maynemapagetmentopf€yngada
for these sectors that effectively limits U.S. 1
CanaMkax i co tradeNAIFiTAleardad riezsasteido nSPS measures and o
nontlharnfifenny t hmit a gSrPiSc urletguurlaalt itornasdec.ont i nue t o
agricultural exporters as challengin®g to trade a

In conjunction with agriculturNAF TrAe fed rimsi nant dkeedr wa
mo sntonttlmarrfifer s 1 n waigtrhi cMelxtiucroa,l itnrcalduiedi ng 1 mpor t

through themntthoe oPRV@sor di na rTya rtiafrfisf fwse.r e phased ou
years with s,emsht asvsespgaidmg ntdh « olran tg epcderiipidh dh s .e

ApproximhatfFyMéndlcS. agricultufinde twhedr thhe aangr da
went 1 nitno 189f9%4ect t o NAFTA, most tariffs in agricu
States and nMeaweiecceoa £ ati rd wgh oswvome U. S. exports to
as hi g hHoavwse vpepr¥oo xai maftoenlrt ho mef U. S. agricultural e
value) were subjected to re%trictive import 1ice

Customs and Toamade Facilitati

toms and trade facilitatitamdral atoeosdst d nt laen de f
Uni aad BSthetesBEmfumrtaeament of U.S. trade 1aws
r important componenter .o fNshREKaopntse ro poenr actui sotnos
edurdps oivisliwmdhes on certificates of origin, a
oms regulation and cooperation. More recent
rd to customsipioac¢c¢dowomnes Thed WorhdeTfade Or ga
litation Agreement (TFA), the newest interna
e on Febr uwahriyr d2s2 ,o0 f2 OWT70. nmlewmwb e r s, i ncluding t
Me xfiiceod, trhaet imul t%iTlraatdeer afla caigdrietearheinotn. me as ur e s
eamline customs procedures to allow the easie
costs of trade. There 1s emo imr echies eWTde fi ni t i
eements. Trade facilitation can be defined na
border or more br otahbeby deo mkEaocuecesompas s elgal
aims to address tcruasdteo nbsa rprrioecresd,u rsaulc ht raasn slpaacrk
burdensome documeftation requirements.

Und@SMCparties affirm their rights and obligatio
provisions also include commitments ttoo administ e

Ho® ~u oM 0o 0 A
o~ ® =+ 0 o0

B 5T B 00 02 S o
}oﬁo*—sg_'-soqqmos‘om

53 Tariff-rate quotas (TRQs) allowed NAFTA partners to export specified quantities of a product to other NAFTA
countries at a relatively low tariff, but subjected all imports of the product abovedatereined threshold to a higher
tariff.

54 CRS In Focus IF1068AFTA Renegotiation: Issues for U.S. Agriculiurg Renée Johnson

55 Tariff-rate quotas (TRQs) allowed NAFTA partners to exppscified quantities of a product to other NAFTA
countries at a relatively low tariff, but subjected all imports of the product abovedatereined threshold to a higher
tariff.

56 Business Roundtabl®&lAFTA: A Decade of Growtip, 35.
57 CRS Report R4477 WTO Trade Facilitation Agreemerty Rachel F. Fefer and Vivian C. Jones
58 |bid.
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facilitate trade or the transit of a good while
regulations. Parties commit to create a Trade Fa
facilitation and adopt addigiomanli melavsda eme a sfume
online publication of information and resources
mechanis ms, establishment of enquiry points to
for 1issuing writltienng sa, d vparnoccee dcuursetso nfsorr uve f f i ci ent

facilitate trade between the parties, expedited
automated risk analysis and maancacgeesnse nwi npdroovc esdyusrte
t o e neacbtlreoneilc submi ssion through a single entry

another party, and transparency procedures. Gi ve
wi UBMCPar ttnlemmosy e updated culdSMG@wko uplrde vhsasvpen n § i c an't
impact on companies ®engaged in trilateral trade.
The USMWOAI gd tmd sst oms t hr-€shol dr €et mduntyat US$E&800
States, C$150 (about US§117) for Canada, and USS;
levels would enter with mi nfirneael tfhorrensahlo ledn twoyu Ipdr c
C$40 (about USS$31) for Canada andd®&SHmbAOi Mbs Mexi
thresholds contend that these changesvawliuel facil
parcels to be shipped acrossndntwéethatimpdk boasde
f or8soome Members and other stakeholders raised c
the United States to dede e mbsaamoinitnst tihnr easnh oalmlo utnot @
greater than the CdnadilTdhe yorr oMd eincdan htahr d olhwe r i n,
threshold could come at a cofiftntoh¥. S8Sndegohhkhaménos
was dropped in the final text of the agreement

Energy

USMCA does mnot have an enNAI TsA cehnaeprtgeyr parnodv insoi voenss
other parts of the agreement. The USMCA adds a n
constitutional prohibitions ons forerngy siencwtedrt.me@
provisions in thevdStM&B®e <dushpuae sk¢tililement (I S]
regard BoeMexiggosector, would help protect pri v:

NAFTA i mxlpddeadstpeccoiufa kcgptions and reservations
sector iIm MA¥iTAwmer gy chapter, the three parties
constitutions. This was of particular 1mportance
established Mexican national Ubnwdneerr sNhAFT Ao, f tahlel hy
Mexican government reserved to itself strategic

such activities, related to ,nhd ua,xadal ngda asbt ai soinc a nd
petrochemicals. Mexico alcstor irceisteyr vaesd at hpeu brliigch ts et

b

®The World Trade Organization’s (WTO’s) Trade Facilitation
trace facilitation among NAFTA parties. Ninegight out of a necessary 109 countries have ratified the agreement.

60 Gary Clyde Hufbauer and Euijin Jurtdigher De Minimis Thresholds: A Win in the USM@eterson Institute for
International Economics, Octob®s, 2018.

61 Akin Gump, Struss Hauer & Feld LLFhe New United StatédexicoCanada Agreement (USMCA) Raises
Canadads and Mexicodbs De Minimis Threshol ds, but the Recip
Carriers and Consumerénternatiomal Trade Alert, October 25, 2018.
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counbhersyppi te these exclusions from NAFTA, energy
Mexica®2 trade

Exisl.iSn.g andi Caumsatdara®m iemeMgwyi s@ctor would remain
USMCA i nvesvinseinotn sp.t oAl t hough there were some con
about the mneed to pr &t ecnte r(gMS xsieccat nodrp,ped 5s i no Me &« i
bound by its 2013 constitutioh@dl3,entehheg yMe xif ®a ms
Congress approveds ateassttrMdecxtiudreed whi ede 6 0t mcompany,
PEMEX,“saatae produowthivd amemmany hat despite being
competes in the mar k®Itt 1haks ameyo guyni oamdade taiwotmp at oy .

efo

for

own aBhess .r r mss oepneenregdy Meexcischor r t o g pcodtuucacboan
private and eign investor’s bWhdteckebpnangunder
conf*Following the pé¢fdr mew Mevicaoemé¢mt rules to
and effectiveness in the procurement process.

In regard to Canadasxadbga@dtpoattprosmadddoyessedt ai n e d
the energy chapters ofwhoth fC&dTAeda CpNAFTA i x
of its energy production to the .UdJStMCA St ates eV
eliminated t%his commitment

Government Procur ement

ThNAFTAvgrnpmenonturemeamtter set standards and par ame
pwrhases of go.0odG&Go vaenrdn nseenrtv ipcreosc ur e ment <chapters t
nondiscriminatory treatment among parties and pr
Thechedfil ®o mmi tsneetntosut in amprawam@xottounihtti ehaharr
of each nraetciiopno antcoag bbtiyda forcepetracdied goeecrament a
set monet alrhye tlhnrietsehdo 1Sdt.at es and Canada also have

procurement opport uinmitliaers oabvlaiiglaatbiloen st hirno utghhe spl u
Government Procurement Agreement ( GPA). Me xi co i
The USMCA government procurement chapter only ary
the United St atFeTsA nlott itso tile | fuidres tprW.ci.r e ment co
Procurement opportunities between the United St e
plurilaterahs WIOngPAs both countriesUStMCmMai n me mt
carriesh oofert hmucNAFTA gover fdsmecnotv eprraepeuxrfeonne nlt. Sc.h a
procurConreen tp.r ovi:sions 1include

T Promote transparency in the tendering proces.
and descriptions;

T Provide online appl ioccaetsisoens awnidt hdoouctu nteonstta ttioo nt
applicant;

T Provide for pauwalride aetxi polna noaft ipoonsst of pr ocur e men

62S5eeCRS Report R43313Je xi cods Oil and Gas Sector: Background, Reforn

Statescoordinated by Clare Ribando SeelaadCRS Reprt R44747 CrossBorder Energy Trade in North America:
Present and Potentiaby Paul W. Parfomak et al.

63 Organisation for Economic Gaperation and Development (OECB)ghting Bid Rigging in Public Bcurement: A
Review of the Procurement Rules and Practices of PEMEX in M&aa6, p. 11.

5 Ibid., p. 9.
8Canadian Labour Congress, “13 Fac tMexicFkCanaddNAgreement o Know Abou:
(USMCA),” October 18, 2018
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T Exclude government procurement from the fina-

T Exclude textile and apparel procured by the
Admini stAptumdiRi(sTtSchlel Ame nd ment

T Allow Mexico to set aside annual procur ement
annually adjusted for.inflation, to Mexican

T All ow for ¢ eovpeerstaagteen soffe b u@( BAT) coeontracts. ( As

taken an exception to this provision, t he Un

to Mexico when Mexico reciprocates.)
The exclusion of Canada is a break from previous
FTAs. As noted aboves ipmr oecancch memun torpyp ofraruni.tS.e a
will continue to be covered by the GPA, which wa
treatment and transparency provisions are C¢cOmmor
provisions moedmemti zi o gpthei dgrfor online tender:i
are with the schedules and the thresholds. I n sc
procurement market. For example, the GPA covers
Uu. S. shteartdd M CAw v 2r sUf 88d e r a 1l entities and does not
procurement. The GPA has a higher monetary thres
and services ($180,000 v. $80,317), but a 1ower
V. $10. ¥I midddiomdon, while the USMCA uses a nega
services included unlesd homghi hio¢altthy dneltede &) ;
maintain a positive list (ontg)sé€Eowvisesvepesiftr
GPA. Government procurement between Canada and N
Comprehensive and ProgRaecisfiive Rzrteraedl)i.f ot CATRR
Some industry groups cda tand zfeidn at theei aelx csl eursvi iocne so f
agreement The Automotive and Ca)pimailn tGoiondesd Atdlwva
excluding countries sets a badnptecadd8ntefoabfat
chance that the tUndirtaewd fStoamt e¢sh ec -GPIAd WwWieaving no
Canadian procurement market, and that other cour
and tHd, TRBuld have greater access to the Canad:
provided °bTyh et hSee rGPiAc. e-b 0 I TALpf ¢ TA€d concern that
government procurement for financial services ur
exclusion of that s eeltOorn oftreodm tthhaet ,a gurnedeente nNA F TIAT 2
insurance pr etvhiidredrss ocfo Weerx itcvaon® gover nment empl oy
Supporters of expandeidn pFaToAgsue embhat obbhportunpt oe s
government prociur chmaBAsOwBrofi s mengevessmd mt maj or
procumamemrtt opportunities overseas. In addition
procurement markets at home allow government ent
suppliers, potentially making more efficient use
6<«Procureemehol dh for Implementation oFFed Régos8248,MDecéneberAgr e e me nt ¢
11, 2017.
67« USMCA Agreement: Addendum to the Earlier (September 28,

Committee on Automotive Equipment and CapitabGbs , Oc t ditps:/fustrydfadeagfeementfieetrade
agreementsihitedstatesmexicocanadaagreemengdvisorycommittee

68« A Trade Agreement with Mexico and possibly Canada,

2

Re p o

Services, September 27, 20h&ps://ustr.gowfadeagreementfreetradeagreementsihited statesmexicocanada
agreemen#dvisorycommittee
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Ot hetreahkol der s haonpabldic procurement should primari
The Buy American Acti mift sl %3h3e, aabsi laimeyn doefd ,f or ei gn
goverpmentirements of manufacturedaangproonstiomst i
periodipcraolploys eadr ef,pnchagsakatrunuet ure projects requ
purchases of i1iron, st®Sdcgh ameds tminatfparcd dowr eetds pwaoidw
fremuntries with whicAls tolre tldn ictoeudn t SGiPaiislke sb el aosn gH T
Trump Administration has made i1t a priority to s
policies in government procurement and has sough
commitments with other parties.

I nvest ment

NAFTA removed significant investment barriers, e
and provided a mechanism for the settlement of ¢
country. U.S. FTAs, includintngeNAFBATasnd il att @ad a
investor protections reflecting U.S l aw, such a
with nondiscriminatory treatment, a minimum st an
uncompensated expropro&#SsmnonsNAPTA, otheest ment ¢
FTAs and the U.S. model BIT clarified certain pr
clearly as gonivghtmmtemtregulate for environmental,
objectives.

USMCAr ovisions, 1in general, track those of NAFTA
some innves¢ odi spute settl emesnti nveSsDtSme mptr ocvh asp toenrs
“I nveSsttaotre Dispé¢td SDPutrti ngmarthte negotiations of th
business community strongly opposed reported U. S
I SDS provisions. The @AABI)jcafhoPetxomphen, I ntaiedt
provisions protect U. S business 1i8tdSHOSts and t
wouludddermine U.S. energy security, 1investment pit

l eade®Qritphe ot hlewabhranadnd UciSvil society groups W
Admi ni $st rnmmotrieoms keptical approachpteviIidDBSg The 20
meaningful procedures f dwhirceh omavyl nagf fiencvte sct omegnrt e sc
consideration® of an agreement

USMA clarifies language relfadwvalradd omatrendst mentea
det mining whether an investment is afforded na
a“l i i r"anmd ty 8 mns eldmdne rb et ltles datbrrtciucmsed,aperds on

t he ality of the circumstances including whet
inv rs or investments on the™basis of legitir

er
ke ¢
t ot
esto

69U.S. manufactured products have been defined in regulation as containing at least 50% domestic content.
70SeeCRS In Focus IF1158Q).S. Government Procurement and International TrdyeAndres B. Schwarzenberg

71SeeCRS In Focus IF10052J.S. International Imestnent Agreements (IlIAshy Martin A. Weiss and Shayerah llias
Akhtar.

72 American Petroleum Institute (APIPI Supports NAFTA Modernization that Retains Strong Protections for U.S.
Investors February 20, 201 http://www.api.orghewspolicy-andissuesiews201802/20/apisupportsnafta
modernizatiorthatprotectusinvestors

3P L. 11426, §102 (b)(4)(f).
74USMCA Article 14.5.4
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Mi ni mum Standard of Treatment ( MST)
US MCA, IFiTAe NAquires parties to provide MST to i

applicable customary international 1aw, includin
and security. It defines the appliadhke standard
customary intermnation #flailra va nMS Te qolifi rtlbill den st,r eaantdmet
protectiofdandotsecmeateg additional substantive r
clarifiedds talcati om paomt y nacttdmtn)witthln ti maes tber iemxpe
not on 1ts own, a breach of MST, even 1f 1oss o

Performance Requirements

US MCA p spoahritbiiets from “penpbHei mgns p'eme fwiomemd ntosn wi
an inves¢menedotro the receipt of an advantage 1n

prohibitions on pgrufcchr man e reexgwirrte me ngtisven | eve
achieve a given level or percentthgehwmd]l dgme sA i c
new feature includes prohibitions on perfor mance
according of a preference to a technology of the
certain royalties and license contracts.

De nail of Benefits

USMCA denial of benefits article, among other th
chapteodrenefits to an investor that is an enterpr
that investor) if ctomatroddtedr bryp e tpiesocmwo Odt e nbe
party or {souebss tnaontt ihaalv €biuns itnhees st carcrtDitvdtighya wosft haeny p @
party denying benefits. This article presumably
that the chapter could be used to afford shell ¢

Government Right to Regulate

Unlike NAFTA, USMCA contains a provision stating
nondiscriminatory regulbh¢grtyi meate opublyia wabkfyr ¢
(e. g., in public health, safety, and the envirorn
USMCA includes a statement that mnothing in the I
a governmelnat ifrg m m eag uflaenanletrh ,s eenmvitri vremeamt al , an

regul at or’™a so bjoencgt iawest,he action taken”is other wi

L]

nvesState Disput(el SRI)t 1 e ment

I SDS has been a controwestmadt aclhpaptte o.f Itthei sNA&F
arbitration that allows private investors to pur
violations of the investment provisions in trade
all ot herthall. havikETAseetn enacted since then, and 1
bilateral investment treaties (BITs).- Generally,
arbitrators one chosen by the c¢claimant i1investor
mutual decision bMotswe ecna stehse ftowol opwa rtfhieeCse.mi €8s o f
for Settlement for Investor Dispute or the Unite
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Law. -nFiinfet yl SDS acadjomdi daNtAFdT Aheedwa it naj or i t y comin
after® 2004.
ISDS provisi NAFTA Record on ISDS
us MIC A subst da 1 As of January 2020
revlhisregstandil
. 66 cases initiated under NAFTA Investment Chapter.
pr ovi sNiAoFnTsAt ih U _ ¢
I U.S. Investors have won 10 cases against NAFTA partners (5 ag
U. S. ,FREAasd ¢ . .
Canada, 5 against Mexico).
BI Ts that we L . .
sought by pa 1  Foreign investors have won 0 casaginst the United States.
: : . 1 26 decided in favor of state (on merits/no jurisdiction); 10 decide
Administrati : . . . ,

. in favor of investor8 settled;10 discontinued; 2 pending.
Significantl Individual initiated inst: United Stafé€anada: 2;
bet weaema d a an | '\:Ilel):/ilcou.gzcases initiated against: United St anada: 2,
United State

der t he ne 9 10 decisions favorddto U.S. government as respondent; O
un decisions unfavorable; 4 settledidiscontinued; @ending.
Uu. S. and Mex . ) .

1 d ¢ b e 1 8 decisions favorable to.Cana.dlan governmentas respondent; 5|

wo ul not unfavorable4 settled;5 discontinued5 pending.
arbitrati .0 n 1 8 decisions favorable to Mexican governmastrespondent; 5
USMCA againsf{ unfavorable; 0 settled; 2 discontinuddpending.
nor would Ca 9 Nationality of investors in cases initiated against United States:
1 nv ? stors br Canada (f); Mexico (1).
aga 1 nst t h ¢ 1 Respondent governments in cases initiated by U.S. investors:
Me xico.pdVet hf Canada (2); Mexico @0).
Mex1ico and t Source: United Nations Conference on Trade and Development
Stat €S, t hs (UNCTAD).
I SDSo 1l ai mant s
regarding government
contracts in natural gastrapepentge¢emrbdbrgommuonnicafr
sec;toans ot her sectors proviodad tkeachliamiamdaintdsd x h a

Mexico are maintaining [ISDS among themselves thr

USMCAont 1 8S®D8Ssin three circumstances:

T Legacy claims from existing investmen
NAFTA I SDS pr ovi sfiroonmms tfhoer dtahtree eo.fy eNaArFsT

1T Direct expropriation claims, includin

wibbntinue to be eligible for arbitra

investors, provided that Itrheiyr exthaus't

expropriation, in whichpamt yyachtasonamre

equivalent t direct expropriation Wwi
u

seizure, 158 longer covered
T Government ¢ acts Ingaerytpowecogen
tele ns, tr anelpiogitmltd ofnhgr a

r
c
under USMCA
regulated 1in
owned enterp

n
0
n
0 r
ommuni ca 0
I S . This wuse of ISDS 1is
d tries whose 1iamwesf mema
r es in the sector.
Supporters argue that ISDS is important for prot
and are model.ed hafyt arl sW. SS.r gluawt hat trade agreem

75 United Nations Conference on Trade and Development (UNCTAD).
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vernments frbm pekghiliaowithgel aatr exceptions for
for national securilt$yYyDI nde fiowdi o vadratliiathi tred s
;b nd®EBS cannot force governmentCs ittd eshamgientt h
t companies use [I'SBPBlibobyretetregtl gbwernmehtesrt

in B ddmpanUnited Baatewseyvert ol datea claim br o

n
a
r environmental orTt chgmllatho’eyryashinE)angd eSMdS ngu ttc
t
dleSrDSaUi $nvestment agreement

e

he United Bighbty bempetitimeadscstvnadsesector ar

i ber aal ipzraitoiroint y in its negotainddSIMCAYS MEAF TAs , in

ont NAT dsA 1 nc lcuosrieo no bolfi gat i o nas sieng dsmegritvd ecceasu ster a d e

f the compl eldS MGaAlosfo stsclvevwirc s se ¢ r ade in ot her r el

ncluding fintalbeadmmpansv cdeieds. DNAHIIAA r 8 A R TisA s

megat’iivhne wailidcths er vices are covered under the agr

t

from it, or unless parties reserved a service C
This appronedn gitdoemmadel ¢ o mpr e h Epnossiilvteasptphr Hom cthh ¢
used WO tCeener al Agreement on Trreaqduei riens Seearcvhi cceosv e
service to be i 8l eanptpirfoiaecdh. aTlhseo niengpaltivevse et htahta ta ny
is developed after the agreement enters 1into for
excl.uded

Key provisrwinse sofchtapt sre in USMCA include

T Nodi scriminatory treat-monhtpopy ipickldevi dess from 7
circums tiamclesdi ng naMEMmnazhtmeadat ment and

T No limitations on the number of service suppl
services provided, the number of persons e mp
or joint voermg mreser vhae swupplier may empl oy.

T Prohi biltoicoanleiptiny r e me et 81 ¢ haprovider maintain a
commercnegbk pmnethe country of the buyer.

T Suppomutt uoafl recognition of pfodessownaf qual:i
service .provider

T Transparency in the development. and applicat:i

T All owance for payment s “farnede Ity aanmsd”ewist hoofu tc adpei It
that refdradcdwi stioonn hafi tshe pwircness si bl e restrictio
for btamykraampd criminal offences

Express Delivery

NAFTA did not contain commitments omacdcexpress del
mar ket axpeessodelai penypyrdidyvimoes recent FTA nego
addresses exprasehaf@lthéey caoymmeix.ments on express d:
particul wher ena c goswengerdn nmmenndt oper ated postal syste

76 For more information, seERS Report R43291).S. Trade in Services: Trends and Policy IssbgdRachel F.
Fefer andCRS Report R44354rade in Services Agreement (TiSA) Negotiations: Overview and Issues for Cpngress
by Rachel F. Fefer

7TUSMCA, Annex 15A.
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delivery services competi U§NM&EADP I ptiesathatecther |
Systamnot use revenue generated from its monopol
cressusbsi dize an ex gJiSMLCaAl d o lsii mgdeipresnedremiceee .bet we e n
delivery regulmrt olstistbdatnrde qpuriorveindeenresr e i1l ppovitdlngen
as a prerequisi,aadf psfoehexspiotns se xdperleisvse rdye ]l i very pr
pur pofsefunding other such sppocwitfheacs bdblt a&adhdition
cus tdoemsmsg niamicr i t i cfaolr ceoxnpnrietsnmse ndte 1 i very providers
shipments vadleuemirnbientioswet bgpeditaend cpay ome dutiad «
taxes.

De Minimis Threshold

The de minimighreshold for assessing customs duties on imported goodsanasw issue in the USMCA
negotiations, one which affects several negotiating areas such as customs, servicegrameeee. The issue
involves the threshold customs valuation assessed among the three USMCA nations for goods entering thg
country (maileddelivered by courier, transported by distributors, etc.) without charging duty or sales tax. Th
United States has sought increased thresholds from its trading partners. While the United States currently
exempts duties for shipments under $80@.I.. 114125 A901), Canadads thresho
US$1516) and Mexicods is $50. USMCA raises the cu
for Canada ad Mexico. The taXree threshold was set at $50 for Mexico and C$40 (about $31) for Canada. A
footnote in the original USMCA text allowed the U.S. threshold to be lowered to achieve reciprocity, a
controversial provision to some Members of Congress. Thetrfiote was dropped in the final USMCA text.

Temporary Entry for Business Purposes

n additbondeto trede 1in services, a person s
rovide certain services 1n thSeMUAed NAKIsA wh e
e e n
i

upp
r
ommitments on temporary try for service pr
r
u

o 0T —

1
t
€
1

o

nd medical providers, and other bAsiness pe _
temporary eantcroynthaosv elreseimmbhe icomt ext of previo t
USMCA chapter on temporarys epnrtorvyi sliaorngse.l yUS MGPA idcoa
place new restrictions on the number of entrant s
many bus iontehsesre ss earnvdi ce providers had hoped.

©w v O O

Financial Services

Fnancialiseklwdiceg,insuraeahestedngdernsoeancbanking

services, as webf as fawmzxnkbddt pganse¢dveSoMGAr separ at e
chaptedn PrEVAoodhe financialsrseelrevviacnets pcrhoavpitseiro nas
the foreign invest-mondechtapade .a nlTdsee hperiucdeesnstsihaalp t
exception in bothr UStMBaAt amdt WIAF J pirre vtelne BT 4 aw ot uyl
the agreement from imposing measures to ensure t
systAsmwi t h NAFTA WS MCditshteirn ghfuTiAsssh,e s bet ween finan
traded across borders antmhm¢hosel sptdsbyca pnothe
country of the buyer. In the casetht pPpSOMCAders v
applies the newgiatthi vceo nhmisttmeanptpsr oaapcphl yi n g igener all
the crnekBoeonderc t pgadlgigmitthse chmaweorsaigesipvteo ilfiiset boafnki ng
and insurascadedfdmeidcdsy each country

78 See USMCA Annex 1-A for a complete listing of insurance, banking, and other financial services covered by the
crossborder trade in financial services disciplines.
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MCA provision that drew attention during
tion requi riermmesn trse.bbyd nodna mcordoastisa s fr ows ets o fe
, create efficiencigsabamuddcost] savgingsert
rvices that are oflemabpiroatidend beq Wi Se me
ibeys ccoouunltdr r e qui r-cco wmotmpya nsi eersv ¢ ros hamwd dat a
e
t
e

—_
o< &

©n oo —<

=

se types of regulations c¢can create addi
o eatea dewgmns.kédlt baadruipeprd rittowenrtsr,a dteh o u g h
y ingrparseat papt daeamt setlc,ur it y.

= (¢]
FPOQ,HQ‘U)!—PNG

’—‘(DNB’—‘CDO
—rmo g O
=

o I E ¢ B o B o N e B o Bl o
5 =

TA allowed the transfer of data in and out of
MCA strengthens the languagembwveprouvhtectat he fr
ovided ’st hfaitn aan cpiaarlt yre gdfl att orggulhadathory taed dhupe
rpommsediate, direct, compdata, laecdt’'sdgonngnac¢
r riCtamnrayd.a lyasara taeamenisoidt itoon ipmpl e ment the data 1 ¢

TTT CZ 0 oo vy

MCA also includes commitments on electronic pa
rattyl ow for the supply, by persons of other par"
rd cttriaomssay, defined by each country, generally
ovisions on card services, however, allow for
quiring a representative or office within cour

Ot her neAw f W S MG ccicas]l pshemrevil uiid @ n s

('D"*QJQDUJ(DCH(/)D>

T 0T

T Excliwmgbover nment procurement from financial se

T Mo di fign v essttaotre di spute settlement (ISDS) thro
Me xtUcnoi t ed States Investment Disputes 1in Fina

T Al lionmg faicnal institution from one party with
to have accespaymentheadd.tecleeaarance system

T Protiensggdurce code amudohgdgno trfiaarhcnesd atnedc hnol ogy
transnferhe digi.tal trade section

Tel ecommunications

Thttel ecommaha ptmé¢ NAkeTqAhriergeul at ory transearrency; 1 n
among prewisbammiphadisawd i minatoryfanegseaensdact oraet wor
goverxtmaht olled resbanduosarlablomadbpec rmwafs ; and p-

the smmpppteons for eTrpel oS MEA tteeclhencoolmonguyni ¢ at i on s

adopts these provisions and 1s t h¢eTlhfei rcshta pU.eS. F
promobdoeperation toenr cahtairgreasl frooda msmme gud at vome f oand
mobile roaming servactmernoatrs .t Daithevagpgloivd st da s

unbundle services, and-atddetd seppliicess tchiee LChrmptit s
indepeanfd elnctgar s. Iteldewes sdiom bmovaedcast or cable
does mot contain the provision in NAFTA recogni z
for global compatibility and interoperability.

The chapter bhiamsditnhge Mefxfieccad toof its 2013 Constitaut
telecommunications, by guaranteeing the 1indepenc
nondiscriminatory repurchase rates, and intercor
Canadian restigncowargs sbnpfof telecommunications

7 USMCA Article 17.18.

Congressional Research Service 26



NAFTA and the United States-Mexico-Canada Agreement (USMCA)

Digital Trade

NAFTA was mnegotiated and came into effect at the
not contain provisions to address barriers and T
established principal2Ole5g oan adiigigt aolb jtercatd eveisn 1igo
we a s-b ormnd err odast a fl ows.udllhet rodbgtemeantvesf ielcd antdre
de vered goods and ser viocesp,r oa se ccabaoopdaeraef ddattoms s h y

s, and prevention of data localization regul
tronic transmissions.

—_—

—+
—_——
o O

USMCA digital trade chapter broadly covers a
ernmemd mpmtocor provisions on data held or pro
o does not include financial services, whi ch
pter,. tChvee rcahlalpt er ai ma nthoe pdrvwoenmoft fel ndfiogrontaatli otnr,a
ur ¢ Inatne rMipdeth.e t he maj ority of the obligations
digital trade chapter, there are relevant pr
vices, IPR,iamsd. tel ecommunicat

pr ovtihsei oUlSSMCoAf di gi:tal trade chapter

v 00 I+ O
o -oB 50 5
= 0 ®»n o v < 0

~
(¢}
<«

T Ensure nondi secrciammeattorof digital product s.
f Prohc¢ bébsosr der data flows restrict.i ons and dat

T Prohibgqetirement sofoal gomcolemaoadens fer as a
condition for market access, with exceptions

T Prohibit customs duttireniocdaloltshetrr athamigtetse d opr

T Requparties to have onlinsgpamnlsawmeyr pondtactio
legal framework on privacy

T Promeooperati on ,o na nellyabseerdskescturraitteygi es and cons
based standards over prescriptive regulation
events

T Prohibit imposition of liability for harms ag
useredreéeéebainformation stored, processed, tra
available by the service, with the exclusion
property rights (IPR) infringement

T Promote publicationiofmepbnngodferdmbhet fet mat
public usage.

Intellectual Property Rights (IPR)

NAFTA was the first FTA to contaifioant hBRWdbapte
Tr aRleel ated Aspects of Intellectual Property Righ
yeari h99f84 PR chapters in trade agreements includ:é
trademarks, trade secrets, geographical i1indicati
widlespread use of f{hendommbseqgatniFi[iIABRmtedhiampt er s i
obligations more extensive than those found i1in T
followed the TPA negotiati‘ngfbbgetcaiveantiatdagfte

80 SeeCRS In Focus IF10033ntellectual Property Rights (IPR) and International Tradg Shayerah llias Akhtar
and lan F. Fergusson
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similar to th&TFThedad oRimads NAE &&ifg §t obgwert i ves reflect
2015

The United Sttaatef whkhati evedsdbghsernhi bhe USMEWN. de
and dkexSUMGA provisions

Patents

Pateatecprnew innovations, such asspharmasicemd § £ a
technologies, adbdesemputoen sis ohswdmnegely track pi
U. S. FTAs :

T Patentabl at sUeSbMCeActprmvi des that patents be ma
any invention, whether tpaohmalto oy, pprocwisde d i
t hat an invention 1 new, involves and 1nven:H
appliBPateon. protection for new uses, methods.,
product were included in the USMCA, but were
Ame nd me nt

1T Patantgrul ddrom y e n.8ri covnNi deexst eafin® r o n
“‘Uanreasdahblyse in t he opna toern tr eegxual mitnoar y a p p
ocesses. NAFTA al lsouwehdxacmmanit cded hot pr
fine unreasonable. USMCA defines unrea
a io0
a

s
i
e

r oval
ovi de
s onal
rs after the filing of the applicat n, o
mination has been made.

o< Ao
x o o =

emigeMandabpoe¢e s fiehe i pamtent holder when a gen
ufacturer seeks¢ss ttoe srte ldya toan faonr omrairgkientaitnogr a
o btlhieg antaersk et i ng authority to prevent a ge
king mar ket a * — *

ght 3 hcoolddteerptr o v IPR Highlights in USMCA
exibility o

(O =T =R

d Digital enforcement . Extends IPR enforcement,

. . ¢ t ) including for copyrights, to the digital environment.
mi-n 1 S ra ty Trade secrets . Requires criminal procedures and
me due h » a8 p © penalties for trade secret theft, including cybertheft;
junéoroas pat enf gsoclarifies that SOEs are subject to trade secret
sert ,dhsi swd lo g ha § protection requirements.

c h alplaettsegnetl tThheit] Internet Service Providers ( ISPs). Requires
ovision wa s notfonotice and takedownd t
en 1in mor e r e ¢ d @allowing an alternative system to remain for Canada

MCA Protocol Of(e.g., onotice and not i d
lows praofibtes "¢ Trademark s. Extends trademark protection to

“ sounds and to oO0coll ecti
wa‘s d e h ~as a P €1 administrative requirements to enable easier protecti
clusivity, f o r [ and enforcement of trademarks. n g e
t he wvalidity (Geographicalindications (Gls). Requires
fringement of q administrative procedures for recognigj and opposing
t ti Pobt ¢ o Gls, including guidelines for determining when a nan
otec ronto €9is common. Also, for Gls that a Party protects throug
t apat leat h ol d e r {international agreements, includes requirements on
gul atofprappr o Y transparency and opportunity to comment or oppose
armaceuticals ( Glrecogniton.
y 1 a.t eTrh erseel ypr obr—-Tom>—Wwor—
t in NAFTA. USMCA provisions are described

n tf
d the @pPaeomddur ¢
e pi
rel i

- e e C oD T e e v g
5 O X 0 —uymo =8 0w oo — oD e
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1

&KHPLEDWHG RAPOMEXOHrGuUXXkesy€ars of data
exclusivity for new drugensanfl ehiseiggars
drugs

WLRORMWNWeFVUSMCA Protocol of-yAmengopmentodr @mo ve c
data exclusivity for biologic drugs origina
providewears of data ,exwdlachseidwi tpy ofvardebi @l og
t otfel gteta rbsi oolfo g ¢ L sasnMeixtix o pfrieweiadre s a

excl uperviistdy bot h c¢he mi!Sathe amdl bd prholgd s .
were concerned tthaar tdhaet megodalimstiedi ttyenperio
have caused the mpugc ectsoo oufn apfafeosrcdraibpltei olne vde 1 s
Industry stakeholders cdaimot hmprtottchet cli.aS.ge
intellectual property and could adversely a
innovation

Copyrsi ght

Copy
proh

rprghvtide creatbrsenodrygrwoskscwanld the excl us:i
i bstftomt heproducing, communi dJSMCWAg atoe mpit st r i

tbalecmepyright protections whileamdotnddtiensgethe

dgital hrromdged the foll owing:

T Extension of Eoxtpyndghdoperimgsht terms from 50
death of the author, or 50 yeard0from the pul
year periodye&&xst eaadspoeowat/d wor ks. Among the I
only Canada mpedart atienrsm.t he 50

T Technol ogi cadasuRadshdétbi am mment i ng technol ogic
protectioen MERMu), such as encryption, or al:t

management 1information ( RMI).

T Li miita@anxx&zmreget@oonnSilnemi t ati ons Tredtaixmeptions t
special cases that do not conflland with the
do not unreasonably prejudice "the legitimate
USMCA does not lkomgtal e awhaksi ttTiiPniPd @ b v o r
to achieve an "bppwepni aserbabhadcei ghts holde
copyright systems, including digitally, thr o
(e.g., criticism, comment Th@appriopeporting, t
balEilnacmg:upg@kfsaltf(fmseptlons in copyright 1aw |
research, anée otledaeahigmm.upRi ghlntvse criticized su
t he FTAth)h‘eempen Internet gseups osvasvsglhm t o |
ins erntteod US MCA.

1T ASafe h@rboerctsenwnitea nptoviders (ISPs) agains
digital copyright infringemeonopyrpegbvided ISP,
1iab11i“lny)tulmreougi’lnlrtakednwmt1r1voet1scyestaelmds (e. g
not’ime CaRnghdbder groups sought to 1imit what

81 CRS Report R4448%he TransPacific Partnergip (TPP): Key Provisions and Issues for Congres®rdinated by

lan F. Fergusson and Brock R. Williams
82 Rachel Cohrs, "Biologic Exclusivity Provision Stripped from Revised USMCA Dialdern Healthcare

December

10, 2019.
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“overly broad satwhiherbechmpodvovigyi amsd, business
favored retention.

Trademar ks

Trademankect distinctive commercial names, mar ks
provisions on trademark protection and enforce me

T Sound andr gsxetnetnd™ trademark protection to so
“‘best ¢ Df emtgissctent s . (Under NAFTA, a party cou
bévisuall y”ipne rocredpetri btloe be registered. )

T CertificatliecoombrakPbedoenbdes trademark protection:
“certific’dtei @n , mamulsh dlsa bt chrea tUmrdye romr i Geea &

Housekeeping Seal )“oddeaxddGeerptmafrikesa tiiomn f or

mar ks are us‘cucanhpllyi agnicvee nwiftoiwlhlielf ¢ ned st andards
collective ndaerfkisd'sddigeasu svhdlchy di stinguish the
origin, matmmamindlact maade odf ot her common charac
or services of different ®nterprises using t°

T Welklnownadie m&xk ends s peci fwicek hporwont ’encatrikosns f or
to dissimilar goods and serlvamg sas wthled hese oaf
the mark would indicate a connection bet ween
owner o fkntobwen wnealrlk a nd tsh ei nttreardeesntasr ka roewnleirk e 1
be damaged by the wuse.

T DomarameRe quires each parntayn atgoi nhga viet sa csoyusntterny |
code top level domains (ccTLDs) and to make
database of cont aocna men froergmasttiroann tfso.r WSOMI(AA nr e q
parties to make available appropyriate r1emedi:
wi tbha d fait h ’fan tdeonnta itno nparnoef itth,at 1s i1identical
similar tdha st prdbemasrnlbn is intended to prote
referregbéensgdguatting.

Trade Secrets

Tr ade asreec rceotnsf i d ennftoiramla tbi vosni n( ees. sg . i, formul a, custo
commer ciallSMGpralrtaibelse .a gr ¢ ¢ da ntdo prmievgwWidne ecr iamidn a 1
penalties fheftrageohebreion on impeding 1icen
trade dwedmet £ he 1litigation process, and penalt
disclose trade secrtehasfft i modvondy ngmatha pughesybs

s 1
1
OF
Geographical Indications (GIs)

Glsre geographical abmey athidanm ppfota cdi stthien oqtui ve
regiof®n¢ar go, ikKlaorsiraages ) . In FTA negotiations,
tbi fdlt protections that can improperly constrain
countries by pr otceocmmmbding.i t e gmal vine weldeasomplicate

83 For more informationorhte s e mar ks, see WI Platp/wWiwCwipo.intsmietrdpa husiness/ Mar ks , ”
collective_markgfertification_marks.htm  and WI P O, “ Chotd:/imevewipo.imtsmedibdprblisiness/
collective_marksJollective_marks.htm
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Comprehensive Economic and TradadAgopeealmmnt ( CETA
Uniwhich provides additionWPM@PAotections for GIs

f Protects GI s for food products that Canada an
a consequenecemeonft st rwmidteh atghre European Union.

T Provides transpar eancay memd sn o tainfdi coabtjieocrt iroenq p r «
for new GIs

T Sets forth guidelines to deter mine whether a
l anguage.

IPR Enforcement

Like previous U.Som#hiTAas t it hei USIMfAo vi thienal , and
nat i oncaelmeemtf ofror I PR violations, such as copyrig
environment, c¢criminal penaltaoagf ddwctibdbadiet getco et
seize counterfeit trademabokr dielrd pit mdf gthenspyri gt
chapter, in turn, arteetnfoerdeabphbectheougbmehe st

Cultural Exemption

Since €£haallaSFTA, Canada has taken an exclusion
treatment and MFN trfdatthesntt. heTHias acdd calaungibw® t mane
promote a distinctly Canadian culture and the fe

would come to dominate Canada. ThuCan€hPa governnr
requirement sl eovni sriaodni ob raonadd ctaes t s, cable and satel
audviiosual material, film or video recording, and
entertainment industry, 1in particular, has 1long
Canada prevailed and the exclusion remains 1in US
allowing the United States and Mexico to take r1e

St a@vwned Enterprises (SOEs)

NAFTA includes provisions of*TBE@&@HSsl,owbptartth ey atroe
maintain or establish SOEs, while requiring that
provincial, or state government musNAREA in a ma
obligations when exetdivei,ngrr ©ogthleat gow,e raadnminti st
granting of 1icenses NAFTA committed parties to
nondiscriminatory treatment 1in ¢t hensadtetmorft giomw dfs
territory

USMCA inclwudbapateneon SOEs, requiring SOEs to ac
considerati on edniasncdr itnoi npartoovriyd et r e at ment t o ot her
provisions update NAFTA by ensuring that SOEs c¢o
adawmtages SOEs receive from their government s, s
impact on U.S. workers and businesses. The reneg

84 The definition of a Stat®wned Enterprise in the agreement is an enterpriseipally engaged in commercial

activities and in which a party’s government directly or i
than 50% of voting rights, holds the power to control the enterprise through any other ownerstsipiftieding

indirect or minority ownership, or holds the power to selects a majority of board members.

Congressional Research Service 31



NAFTA and the United States-Mexico-Canada Agreement (USMCA)

disadvantages to prisuptporsgedt e mipierernise ofemam asttea tve
treatment

Uu. S. government and business stakeholders raise-c
competing with companies linked to the state thr
support new pecifidddiessi pluicthe sc oimip e W S MG A nt. o Sao m
contend that USMCA limits the def f‘diirteicotn of expr
expropriation only, and that it doc® ndatregrtotect
eXpr opr irast ivohne o cacaugtud tag¢ ory actions —oould take ef
int er fearne iwivtehs t me n't

Labor

NAFTA marked the first time that worker rights p

NAFTsAabor provisions were lifpuadsndépegnegemtng c
to worker rights. Ot her provisions involved tecth
di spute procedures, along with a labor cooperat:i
apply onl ys“peor sai sctoeumtt r’pyant ttereandaetod d fad d eay et o enfor
laws regarding child labor, minimum wage, and oc
freedom of association and the right to organize
The rationale for including labor provisions 1in
derogate from labor laws to attract trade and 1ir
competitive advantage t ok doefv ealdoepqiunagt ec osutnatnrdiaersd sd.u
provisions in U.S. trade agreemé@MosehnweentolUySBc
FTAs incorporated internationally recognized 1 atb
maintain in thgiuilatitartuutesr anldabor principles of
Organization (ILO) (ILO Declaration). They also
not to waive or derogate fromThkeee phows st onast tan

enforceable under the same diophete pecowviemoms pif
FTA and violations are subject to the same poten

ILO Declaration on Fundamental Principles and Rights at Work (1998)
Freedom of associatian
Efective recognition of theight to collective bargaining.
Himination of all forms of compulsory or forced labor
Efective abolition of child labor

= =4 =4 A

Himination of discrimination in respect of employment and occupation.

USMCA includef momponeatnt oU. S. FTAs that streng
provide recourse to the same dispute settlement
Unlike NAFTA, it requires parties to mnot only en
mainteifiepéaws r elaartaetd otno tlhe rlelgiRecs]l parties

85 USTR, Updating the North American Free Trade Agreement (NAFawilable ahttps://ustr.govgitestiefault/
files/TPR-UpgradingtheNorth-AmericanFree Trade AgreemertiNAFTA-FactSheet. pdf

86 Julie Bedard, David Herlihy, and Timothy G. Nels@hge United StateMexicoCanadh Agreement Significantly
Curtails Foreign Investment ProtectioBkadden, Arps, Slate, Meagher & Flom LLP and Affiliates, October 2, 2018.

87 SeeCRS In Focus IF10048&Vorker Rights Provisions in Free Tradgreements (FTAS)y Cathleen D. Cimino
Isaacs and M. Angeles Villarreal
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T Adopt and maintain 1n statutes and regulation
stated in the ILO Declaration of Rights at W
conditions of wiomrikmuwm tvha gess,pehcaurtso anf wor k, a
occupational .safety and health

T Not walve oOfr otherwise der.ogate from its stat

T Not fail to effectively enforce labor 1aws tl
of action or 1inacgtitamdien or mawrestt meffte dbteitmwe e

T Promote compliance with labor laws through ap

as appointing and training inspectors or mon:
cted violations.

rohibits imports of goods made by fo
iolence against wor ker s, mi gr ant WO T
eement maintains |l anguageextating thatoaa
d i sbcorneat di otnd gainodn st owintahk er e gar d t o t he
ement resources provided that the exercise
obligations . Tnhoet haignrge eimme ntth ea Ilsaob osrt actheasp ttehra

wersaapahopyities to undertake Il abor 1aw enfc
her party.

MCA AnAekn28B8he Il abor <c¢ha er commits Mexico t o
s labor 1aws, similar to he May 2019 refor ms,
USMC#&A ntry into force could2Becopmmsti b1 MexSpect ¢i

[elige] U"—b'—ho—‘z
® 0

-+ O © © ©

pt
t

T Eiminate all forms of forced or compulsory 1 :
T Protect tbekerghtoodrjgamnztehe fommonami t heir

T Pohibit employer interference in union acti Vi
againsrts . wor ke

T Provide for the exercise of a partoanal, free,
el ect iaognrse eammedn t s .

T Establish and maintain independent and 1impart
elections and resolve disputes. relating to c

T Establish independent Il abor courts.

While Mexico enacteidnt A edd 8u nldacbrotro olka w ornesftoirtmust i o n
the past, several Mednbraoesr mefd Codnbgirkeistdy xtiecemmafiunl 1 y
impl ement andThayoacrguedsthatwsthe original text
di spute settl eenmeonutg hwatso nporto tsetcrtonwgor ker ri ghts an
Administration to amend the agreement

Key changes in the amended USMCA include the fol

T Prevention ofthpanBilestpplilt€emlert gri mf USMCA
Ensures thepdwmelmaitnodi nfutae cases where a part
participate in the selection of panelists.

T In a Manner Affect i lgi Tradehaenbuddersodfmemt oo

stating that an alleged violation affects tr;
demomated.
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T Rapid Response Mechanism. Adds a new rapid r
for an independentipédnelfl rteve¢stingdabon of gde:
“covered”sacapgpdsed ,to a government inspectio

T Mexistkebor Reform MAnimplrdmegnt iUBMCl egi sl ation
new interagency committee, labor attach¢¢és, a
Congress sompMexmieamd ation of I abor refor ms.

T New or amended provisidnspaheRfsdtasddme Bt oced:
laborplendevagainst workers.

Environment

NAFTA was the first U.S. FTA to include a side a
the chapter on 1l abor, environment provisions 1in
The NAFTA s i—dech @arghrhe eAmeenrti can Agreement on Enviro
(NAAE€pquired all parties to enforce their own ¢

enforcement mechanfss nf aaiplpulriec atbol ee ntfoo rac ep atrhteys e 1 a
consultatibar mednas smng disputes with a special
Subsequent FTAs included a similar environmental
including @abtogntipns to®enforce their own 1aws.
More 71 ecemnatd ddendS a fFTAsna tfiove FAWI] p g atton eand hceoruen ttroi e s
multilateral enviroeopgmamtdalald gpwedmdmwmtrs e@ME A on me n |
FTAs to acdes put bnets npartohveinsei ons of t he agreement

genkbyawere 1 ef l-2e0clt5e dn eigno ttihaet iTnPgA obj ect i ves. The

chapter obligates each party to

T Not fail to effectively enforce 1its environme
recurring cour s e oaft tarcatcito mtmeamdtei mancdt ii onnv ets

T Not waive or derogate from such laws 1in a mar
protections aftftemdewdr d ge tthoade l@aw i nvestment

T Ensure that its environmental algewshiagrhd polici
levels of protection.

T Strive to ianpy ook emnsvidewmental protection.

T Require parties to adopt and maintain statute
multilater al ecemevnitrso ntnoe nwhailc ha geraecc h i1s a party.

T Recognize the sovereignitrd ghwnolfewealdh opfarty t
domestic environmental protection, its own 1
maify its priorities accordingly.

T Acknowledgera ghartpy e xerrecgiasred dtios cerneftoirocne maeintth
resources.

T Povide for t hsepurteessol uti on of di

T Provide a tme dhngptdhesmmangtr ¢ ¢ me n't
USMCA directly or implicitly addresses obligatio

Agreements ( MEAs) . I't also includes obligations
protect the marine environment ofir amds Biup tpohlabit i

88 For more information, se€RS In Focus IF1016@&nvironmental Provisions in Free Trade Agreements (FTi#\s)
Richard K.Lattanzio and lan F. Fergusson
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of biodiversity, encourage sus:t
and eventual elimination of sub
not contain language on climate

N

»n &
=
o
(on
Pk
(¢

fisherie
idies that l ead
change.
The Protocol of Amendment to USMCA clarified s on

and addressed some perorigedablhtSMCAmi gt jnswch

T Asserting the presumption that an environmen:
invesunieensts a respondent party can prove othe
T Requiring each party specifically to adopt
regulations and other measures to fulfill
party:

T Convention on Intern&peonek dfadeldnFEondang
Fauna (CITES)

T Montreal Protocol on Substances that Deplet

t h

f International Convention for t he Prevention
( MARPOL)

f RamsComveani Watl ands

T Convention on Antarctic Marine Living Resou

f International Whaling Convention

T I'ntAemer i can Tropical Tuna Convention

The USMCA, as originally signed, only made expli
Montreal Protocol. USMEAszmphememd gammgc y elgnsilmonnn
Committee for Monitjacmnmnilmgoand tlhnfildircdmbdmtr chapt e
envir efmmeunsted attachés in Mexico Citylnt o monitor
addition, the impilmrooewmdedsn gme a sgurraenst sfi aurn-daeurt htohrei zU.
Mexico Border Water Infrastructure Program, the
recapitalization of the North American Devel opme

Di spute Settl ement

NAFTA anld. So.t hFehAlslw a s ptrhoevfiodTeOt he r e s odmitsiiomg of d
under the agpmroomsmeao.nisiftheedsdecetdanes wit-htaegard t
di spute sea&bmyabtttiacde Di s p).TheSUSMCAmdns pute settl
provisdensgmneede to resolve disputes in a cooperat
a grievanceetqgheswgfor copauvktyat Thesswi shepheiath:

i
0

T Initinslulcd@ations hetween the parties
T Good o€f€éncebiation,f onro nreedsioaltuitoino n)
1T Establishment of a dispute settlement panel

Pa nse lz o enp o sfeimemb,e meshfoena ¢ h s i dtewda.pcpheaiiarp pioi nt ed by
mut ual conse Hati loifntgh btehdapta,put ¢ sng party selected b
After tkhadpassedleci sion, tBapenstedceosfemedyrthe
practice under dhepaggridfedoimpoeygamowoyngpseekspens
benefit.dgacirens fwaddiecshput e i s Wb@momd tBTAortthl es, a p
choose the forum in which to bring the dispute (
canbotng the dispute to multiple fora.
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Under NAFTA, baltyuytethdesputaeteesolution panels
and 2001) . Because the United States was able
on Sugar fr onne vMerx icc8¥M)bh ewdaasbe 8 ity of a party to bl
and, cons e gufernotnl yf,o ramipnagn eelx posed an 1ssue 1in the
has not been used since.
The protocoltoofUSaMdeAm ¢ meetd t he pynehsblrockegngang:
that would eliminate the ability of a responding
through refusal to participate 1in the panel est e
the Rules of Pr octehdeu rpea rftoire sp atnheel sr itgoh tgitvoe s ub mi t
the veracity of submitted testimony, the r1ight t
accept agreed stipulations prior to a hearing, 2
settl ement, the amendment eliminated the consult
Commi s sion, which acts as a secretariat for the
di sputes.
In addition, some chaptesputbtel esneecntti ol nnsc 1aurdei nngo tt hs
T Good Regulatory Practices chapter;
T Competition Policy chapter;
T Competitiveness chapter;
T Small anf8iMedi Emterprise chapter;
T Transparency and Procedural Fairness for Pha:
Devices s®Pabiocvcaodofonbeand Administration cha
f Macroeconomic Policies and Exchange Rate Mat:
transparency and reporting obligations that
consultations.

Binational Review Panels for Trade Remedies

Unli kdl. 8t. h&FTAs, NAFTA contained a binational di s
USMCA sUWUBSMCA provides disciplines f&dr settling d
statutor yofa metnsd meemtti dumping (AD) or countervaild@i
aty AD or CVD f i®%toml thet egromidma toifflohnen de s patteing pa
ettlseymetretm ori ginat-ldi dtadi Sgatbhe Ernd¥FrdA)yade Agr
nd it was retained under NAFTA. ditanwas a priori
over nment

g0 & vuo

The binational panel mechanisnfpnelViddmi iostaate
determinations iniADILfVY®i ofiabkstegne wolimm cdaosneess tiinc
whiath aggrieved USMCAapautnhey nthatfmnet mmdebhertr ve

predictable disciplToarsaoune nmtnfsa tiabmettnrdant@atp rtmoec t 1 ¢ ¢

89 For more information, seEBRS In Focus IF11418)SMCA: A Legal Interpretation of the Parfébrmation
Provisions and the Question of Panel Blockibg Nina M. Hart

%|n Canada, AD/CVD investigations on imports are conducted by the Canada Border Services Agency (CBSA, which
makes dumping and subsidy determinations) and the Canadian International Trade Tribunal (CITT, which determines
injury to Canadian industries). Mexico, both injury (i.e., to Mexican industries) and dumping/subsidy determinations
are made by th8ecretaila de EconomiaUnidad de Practicas Comerciales Internacionales. U.S. injury determinations
are made by the International Trade Commission (IT@),the International Trade Administration of the Department

of Commerce investigates and determines the existence and amount of dumping/subsidies.
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CVDibhamws i st eWFQAwit i dutmipé ng or S%Htbhlse dai ggr iAggw ek n
tner may ernetq ufersotm aa jbuidngamt i onal panel rather t

or
par
the defe¥ding party.

NAFTA Chapter 19 Panels Involving the United States

As of February 26, 2020, Chapter 19 panels have reviewed 156 cases. The United States and its industrieq
been a party to 91% of all Chapter 19 panel reviews (142 panels), as either the importing or exporting count
70% of these panels (110 panels), the United States was the importing country and investigating authority.
110 cases, panels reviewel B.S. decisions regarding U.S. imports from Canada and 55 U.S. decisions reg4
U.S. imports from Mexico. Panels issued a ruling intbirel of these cases. Nearly twthirds of the cases were
terminated by one or both of the parties before the pameade a determination.

As the exporting country, U.S. industries reque
These panels included 20 reviews of Canadian decisions and 20 of Mexican decisions. Nehitgd$wa6) of
these panks completed their review and issued a ruling. The remainingtbing (14) were terminated by one or
both of the involved parties before the panel ruled.

Source: Evaluated and compiled by CRS using information from the NAFTA Secrepaeaipuslyavailable at

https://www.naftesecalena.orglomeDispute Settlement Information after February 2020 was not readily
available at the time this report was updated.

rdumapn is t ration sought to eliminate the Chap
the USMBA wogpotrnastiofanada and Mexico e
ng the mechan‘iremd,”fliwvimtahy Cappdsi®Agaiwvi s gehi
of the negotiations, the three countrie
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Currency Manipulation

NAFTA did not have provisiomg tntdleatfdd stto tduurer d mc
trade agreement, USMCA includes obliThpations to g
parties“aghrneed tammd wndacitnetraminn ead neaxrcKleatmlg ¢ or ate reg
“refrain from compet ihtriovueg hd eivnatleuravteinotni,o ni nicnl utdhien gf
mar KEdawever, only transparency and reporting regq
procedures.

The June 2015 TPA included, for the first time,
cuermrcy manipulation. While neither Canada nor Me

manipulation in the past, the inclusion of a cur
precedent for including such pr oviMe nobnesr si noff ut ur
Congress and policy experts have been concerned
policies to gain an unfair tradhenagvVihtageg agair
currencies Speci ficauntyr,i eshemacy npcuerrpno siesf ulhlayt wvont
currencies to boost exports, making 1t harder fc

“The WTO Antidumping Ag rAgeement onthe Implémertatian of ArtideiVikofthe i s t he

General Agreement on Tariffsand Trade and t he Subs i di cAgreengnton Subsidiesand t it 1l e i s t
Countervailing MeasuretNAFTA pre-dated the entrinto-force of the agreement establishing the WTO by one year.

At the time of the NAFTA negotiains, the multilateral General Agreements on Tariffs and Trade (GATT) was in

force.The GATT was incorporated with revisions into the WTO agreements.

92 CRS In Focus IF1064Rispute Settlement in the WT@dU.S. Trade Agreementsy lan F. Fergusson
98 USTR, Summary of Objectives for the NAFTA Renegotiafiod4.
““Trudeau: Chapter 19, cultural elnsidenipS Tradedeptembered, 2008 F TA red 1
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They argue that U.S. companies and jobs have b
policies adaptaend lywy dCIhheirp Blolwemitm g dSrormen ci e s .
economists are skeptical about currency manipu
They raise questions about -whemheffgotvseromenatec

€ ¢

l &
h a

r atwehse,t her it 1is possi‘“mMdei pvbadifbegent nmate bet twe .

activities, and the net effect of ®alleged currer
Regulatory Practices

Nontariff barriers, uinpaleudict @ bdies areigmilma toaryy pa md
impediment to market access for U.S. goods and s
provisions on regulatory practices 1in several «ctl
Financial Servptess,abdtEdeegynohahave a specifi
practices. NAFTA may have influenced the United
cooperation on economic and security 1issues throc
AmericanSbLmtmsd,e rtshe North American TCasada Tr avel
Beyond the Border Avbetxiioconm PHliagmh, Lamwd [t hRe glh.l1 .t or y

Coun'cil

USMCA has a new, separat ewicthhampti e rmeomnt sr et gou lpartoonmroyt

r e guyl agguwarl it through greater transparency, obje
predictability to facilitate intermnational tradece
states that the application of geaoad odgebampat y bi
regulatory approaches among the parties, and 71 ec
duplicative, or divergent regulatory requirement
efforts and include 1 nlcorpemaesnetd atnrda nisnppalreemmecnyt aitni otnk
regulations, opportunities for public comment ir
impact assessments and ot her nbeatsheodd sa m®do ceunrsruernet .r
Trucking

NAFTA prewidad Mommercial tr-bokde fbuylb99sa easneds s t o

full access throb@hdWh.e t hmp Uame¢ etda St anesf NAFTA

95 SeeCRS In Focus IF1004®ebates over Currency Manipulatioby Rebecca M. NelsgpandCRS Report R44717,
International Trade and Finance: Overview and kssdor the 115th Congressoordinated by Mary A. Irace and
Rebecca M. Nelson

% |hid.

97 See section on North American Cooperatio€RS Report 9897,CanadaU.S. Relationsby lan F. Fergusson and
Peter J. Meyer

98 USTR, Summary of Objectives for the NAFTA Renegotiatiaty 17, 2017, p. 7.
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provisions was a major trade 1issue between the I
the United States deldhedtwbscounctckieg commet me¢ x
issud ieammedr engaged in numerous talks regarding s
the trucking i1issue had been resolved.

USMCA generally retains NAFTAMexuclkhmng ommevics iadn
trucks authority to operate in the United States
within the country. Thibsormean sl otahdasti Ibtult e gecdasnantolt h & u
originate and end in sttthe Wmimbedd S&oin tMekkxad €t UGMELCAIL ¢ a
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hauling freight betwted StwatepoinMexwcathiaatheeUs
authority under NAFTA toktbp¢travne to bhealUhbdbtwed 8
the United States.

Anticorruption

The United States has been 1nfl uepnttiioanl iinn 1 ncl uc
international trade into its FTAs by incorporat:i
the agreements. Although it has been part of U. §
provisions has evol vteido no vceormntiitmmee nwtist hb eacnot micnogr rpury
str oNgA&FrTTA does not include a separate chapter 1
but it does include several provisions that were
binding ruplisnesnndomdiasarcd removal of barriers to f
proposed TPP that anticorruption provisions were
Earlier agree meCihtisl es uFcThA aisn ctlhued eld. Sl.mttiecdo rtroupt i on
government procurement, but none in the transpar
USMCA has a newoahaptdronon namthii ch the parties a:i
and combat bribery and corruption inchapéematior
is limited to measures to prevent and combat bri
covered by the agreement
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agr ese meanyt .b eT hoif interest to Congress as 1t ¢
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ely in terms of whether they should be
poldieymake t hat USMCA contains groundbr
enforcement and the envisomment, ot her s
ation commitments in previous U.S. FTAs
81 zing it

may consider an oversight role on 1mple
policymakers may continue to examine Wwl
e effective inzenhdmdbiong iwortkher Umii g letds .
at labor enforcement in trade agreement
ers, but others “ahgumoshadidemetstandpmb
plote woplkaernsally in advant®’ddecountries
icle auto rules of origin raise other i
observers have concluded thao phet mor e
t in higher prices, lower U.S. exports,
t . Policymakers may monitor the effects
ndustry as the Mewnwthe&ds, of her U§ M@C Aawel
lateral U. S government procurement ( GI
ns continue under the WTO Government Pr
ates wi¥htdeawss fiueeo oofft hobpeeGiP Aglo ver nment p
y American policies may &eaondecobDtehe for

Dispute Settlement (ISDS) and whether
ade apgeesmshtedebpkebtytwelt restriction

f Congress and the President i1
de PromotionmaAkde hopi ¢ gz’ eTsPLA tphrei mecei epsanlg e n
otiating objecwei,vemo tainfdi cnmeteitosn sv,a rai noda sr ec
nts before, during, and after the concl
procedures for automatic introduction
, a t i memmalbtltee ef ocro ngui adrearmtteieodh cand disch
on of amendment s, and li1imitation on det
within 90 days. USMCA was ultimately ¢
s ewdllBly wWietaldin ntth Some Members of Congr

100 See for example, Sen
December 19, 2019.

MAnne Kim,

atorHab omey, “I1'"11 Vote Agai n+EdW4albtiestJoArnat, i t rade Agr

“The Truth About USMCA’s Labor Provisions, Do me

Ame r i ¢ an Washington ManthliDecember 212019.

12 sabelle 1
26, 2020.

cso, “USTR backs U.S. wiWorlddrade @nlineFebruasym WTO pr ocu
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about the path USMCA took to ratification, stati
under TPA procedures, which could set “n undesir
TPA requirement that the President fulfill cons:
helps preserve the congressional role in trade e
influence the agreement befxoprmre siste di si nftiemralsitz a d.
which the President advanced U. S. negotiating ot
2015, given several notable breaks in USMCA with
President Trump 1 nediocfa tNeAdF TiAn rtelne geoarilayt i pmas t hat
withdrawing from NAFTA as a means of pressuring

implementing legislation. It was mnot clear, thou
for withdragregmEnoémwanhout the consent of Congrt
attempted to withdraw from the agreement, it 1is
challenge or delay the effort. The question of v
congiroemasle cuti ve agreement, has been deBated by 1
Lawmakers may choose to clarify language for wit
aut horizations of TPA

Economic and Broader Considerations

Congress reownioamved etf feces of a USMCA and the br o:
possible withdrawal from NAFTA absent action on
United States shares strong economic ties with 1
economitd omship could have adverse effects on 1n-
North American competitiveness. In addition, MeX
retaliatory tariffs on U.S. exportsame ttihme Uni t e
maintaining existing and pursuing new FTAs witho

Tefull effects NofthhAmMUEME Ammivbte x pesct ed t o be
significant becaus€amaadnl pnadl MelWi Sorithphmde meoett 8 1
requirwanmnse nattso addyt ed dutwndaed NAWT MEAThiesiceret ai n
NAF TsA t ar i ftfa rainfdf nboamr rMaenry eelciomi onmitsitosnsand ot her o
that USSMGAdt expected to hatvrea he memdwuitmel set mefnfte ¢
Mexico orofsnadages, or qgvamdadllt hvreadddomrobgbdwt Inc

a measurable effec®™Tha UhS8. UlIStetnatdeodefFi Tt ade

cone¢went investigation 1nt ot hUbSeMCAi, k eal yr eeqcuoi nroendi ce lie
of thdeTPromot iPoAp r Au®Tshser. i It FC (sTt udy, published 1in
stated that the elements of USMCA thdlt Swould hay
economy are those related to digital trade and t
sector.’s UBMKCAi nternational data transfer provisi
positively 1impact 1ndussfterrise.s Thhea tnerve Inyo roen rseuscthr ic
of origin may result in an increase in U.S. proc
and a small decrease in the consumption of vehioc
] sabelle Icso, *“S-t6WdrldTratlaQ@nknelanuadySL6]120R0. 8 9

104 For more information, seERSReport R44630J.S. Withdrawal from Free Trade Agreements: Frequently Asked
Legal Questionsby Brandon J. Murrill

7 ohn Brinkley, “USMCA is not t heFoMasgamO¢tdber8,208. Trade Deal T
106 CRS In Focus IF1003grade Promotion Authority (TPAby lan F. Fergusson

Congressional Research Service 41



NAFTA and the United States-Mexico-Canada Agreement (USMCA)

the ITTCSMEAOTr¢ ,edtUpected to have a mini mal, but p
econYmy.

Some analysts believe that the updated auto rule
could raise compliance and prodsgtwbnchosoanl dnd

possibly nelgaSt.i veealllyie salfef ehcet hnoewte viemmp,a cnta,y be more 1
depending on the capacity of 1k hSi.f ta ustuopnpalkieerrss aannc
production locations aonsdt st,hea cacboirldiitny#®Stoomeasbosnoer bo bt
observers contend that manufactur@esewal hMat et s c
and Fiat ChrymdymbaAatodpbected,

Ot her observers and stakehovtideronsarien ctolhd imawngg
and what effect, 1if any, these changes would hayv
Mexico. To some analysts, provisions in areas §U
and phytosanit aorryc enmeeanstu roens ,1 aabnodr eannfd t he environ
improvement over sim$dme Ppawmdlbdmwman,s hawdNAFTA. do
these USMCA provisions stating that they do not
obj e d®dteshae w USMCA psruocvhi saisonisa,r gely heightened 1P
generally less extensive investment provisions,
there is some concern that the ISDS pmomovisions i
certain U.S. Gomtmragtys siectMaxiama possibly leave
servieces Underi nUSMG@G AW osuehcdt eobrésok s mi t ed to filing
breaches of natfiownadedreat imeunptrtorpena sathei notn,, obrut n o f
expropriation

Outl ook

USMCA r&NpAlFaleAe of July 1, 2020. All three parties
USMCA before i1t cMeuxlide oe nwtaesr tihnet of ifrosrtc eparty t o r
June HOltheadirst party to approve the amended U

United States ratified the agreement when Presic
legislation 1into Pl.alw-1d)dl 6] Ganmsadhdgi QAdg rte 2 m2 &t ( on Mar
13, 2020.

TPA requtireksadsthail@addBSfFAtpyi ontooforce, the Presi
Congress that the other panmd iresgihlaavteontya kmena st three s
with their c¢ommit méhFtosr uUnSAMECTrA , tnheea saugrlreesw memmatl.u d e
regulations regarding rules of origin, tariffs,
establishing committees such as thesionedcalled f
enterprises, labor law impUSMEAttad Xtons timt dMe xti tat,

107 United States International Trade Commissldrg-MexicoCanada Trade Agreement: Likely Impact on the U.S.
Economy anan Specific Industry SectoiBublication Number: 4889, April 2019.

8Ni ck Lichtenberg, “USMCA ‘Manageable’ ChaBlograberg Aut o Compl i
First Word October 10, 2018.

109 | pid.

WS ee for example, Maoron USMCA, seés,lont‘eRrenp . d alnegveirns, faorn Democrats wl
World Trade Onlinge December 27, 20109, and Senator Pat Toomey, “1°11

Wall Street JournalDecember 18, 2019.

111 For more information, seERS Legal Sidear LSB10399USMCA: Implementation and Considerations for
Congressby Nina M. Hart
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greement wouldnenhherfins$d d@aycef the third mont
oti flifcaathilonpda mtimegve helye necessary legal and re
lace to meet thei USMCA commitments

UTR Lighthizer notified Congress on April 24, 2
measures necessary to comply with their USMCA co
enter into foTheoWniueg 9$tafeé&0wafsy tthhee tohtihred ¢ o
parties that 1t had completed i1its domestic procce

==

As USMCA enters 1int o stohmes siungps eanfe nit mtt d roens tp htas eC o n
include:

f How the U. S. Cust oms and Bormpor Progection 1
requirements under USMCA and whether there h:
importers to adjust™ to the new requirements.

T Whetcxtrendiimpl eerheehh ¢ ngew rules of origin for
vehicl euntnidlu sJtapyuawiyd €plr2olé hd €d =, exporters an
importers sufficient time to provide certifi
origin requirements.

T Whether Canada and Mexico are meeting their
agreement is 1mpl ement e dup sFohra veex armapilsee,d U. S . |
concerns thae¢ewMeunstoms regulatdpmlsyiasasued on
fee on goods worth between $50’sded $117, whi .
mi nipmiosvi™ i ons .

T How Welklicso i mpl eimetd@awagdaromsgeomore worker

rights protection, to ensure that workers ar
secret ballot and form their own unions, t o |
and the effectiveness of the new enforcement
response mechanis m.

T The extedJtSMCA whlddak put e prreoscoelduwtrieosn ar e
improving the enfosproneinti @efs .t he agreement

T How e f f etchifer venp y Ad miumii sntgr & thigopfr wipdiimg ed by
Congtesprovi dier yt hcea pmaecti e sys bpup d rdti nagnd ensur e
effective 1 mplqeumernctda tliacbm ro flTaiw Iree floXr nesf itnh eMe x

USMChapl e maAgcR. L .-1 llBlréo vi des $t1o8 Os unpiplolrito n
reforms of the 1labor justitces wmpparetm wor kMerx i ¢
focused capd®ity building

112 protocol Replacing the North American Free Trade Agreement with the Agreement Between the United States of
Ameri@, the United Mexican States, and Canadayember 30, 2018.

113 Office of the United States Representativ§MCA to Enter Into Force July 1 After United Stat4es Takes Final
Procedural Steps for ImplementatidPress Release, April 24, 2020.

M4Formoreinb r mati on, see U.S. Cust evi@éco@anda BorAlgme Pmeortte c(t TOMG A)U
https://www.cbp.gov/trade/prioritissues/trad@agreements/éetradeagreements/USMCA

115 Brett Fortnam, "Business Groups Claim Mexico is Flouting USMi@AMinimisRules,"World Trade OnlingJuly
17, 2020.

116 See Letter from The Honorable Richard E. Neal, Chairman, House Committee on Ways and Means, The Honorable
Eal Blumenauer, Chairman, House Subcommittee on Trade, and 25 other Members of Congress to The Honorable
Eugene Scalia, Secretary of Labor, and The Honorable Robert Lighthizer, United States Trade Representative, July 23,
2020.
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The COVYIPandemgni hinsantly affected the economie:
and Cdrards®e.of the thUSMCAoamtaneisnyvtiecwment to he
economic Ohaldleng&s.2020, Mexican President Andr
Washington and signed a jointdeadl amasttirameadl! ¢lbor
e cnoo mi ¢ caenrdt aiinnctrye a ¥ h e ochefd ldematei on states that
Me xi“cownt inue to coordinate closely as we respond
economic "Cahnlsdmeepsut y Prime Midjsakbso Chsysdia
statement’sorntWUSMCAnt o“Ther aew NAFfTAngrohects j ob:
prosperity for workers in all three NAFTA countr
workers. It will help e msounrgee rt hfarto-iMdot rhteh CAOnVelrDi c a
pandé&ti c.
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