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Areas of Review
• Recap of trade in 2018
• Trade legislation that was implemented - MTB, GSP
• Trade Policy side of USMCA
• WCO
• China 301
• eCommerce framework of standards
• Brexit
• Avenues for local advocacy
3

Recap of trade in 2018
“The year that wishful thinking . . . was dashed.”
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Trade legislation that was
implemented - MTB, GSP and
some surprises
“To infinity and beyond . . . until gravity kicks in.”
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Miscellaneous Tariff Bill
• Beginning October 15, 2016, companies have 60 days to file a duty
suspension petition with the ITC
• Deadline: December 12, 2016 5:15 pm ET

• Petitions will be vetted by ITC and packaged into a single bill for
Congressional approval
• Probably will be considered only as a “clean bill”

• After the 60-day window closes, the next filing period will begin on
October 15, 2019
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MTB (cont.)
• ITC Notices - Agency Information Collection Activities; Proposals,
Submissions, and Approvals: Miscellaneous Tariff Bill Petition Submission
and Comment Forms, 39065–39066 [2016–14169]
• Comments DUE: August 16, 2016

• NOTE: On October 15, 2016, companies will have 60 days to file a duty suspension petition
with the ITC. After the 60-day window closes, the next filing period will begin on October 15,
2019. See, section 3 of P.L. 114-159.
• Filing MTB Petitions:
• MTBPS website
• Handbook on MTB Filing Procedures
• Before You File

• Miscellaneous Tariff Bill Petition Data
• USITC Final Report – American Manufacturing Competitiveness Act of 2016: Final
Report (Publication No. 4712) August 2017
• MTB Hearing in HWM (October 25, 2017)
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MTB (cont.)
• Miscellaneous Tariff Bill Act of 2017
•
•
•
•
•
•

11/09/17 Introduced in House as H.R. 4318
1/16/18 Passed the House
1/17/18 Received in the Senate and referred to Senate Finance Committee
7/26/18 Senate Committee on Finance discharged by Unanimous Consent
7/26/18 Passed/agreed to in Senate: Passed Senate with amendments by Voice Vote
9/04/18 Resolving differences -- House actions: On motion that the House suspend
the rules and agree to the Senate amendments Agreed to by voice vote
• 9/06/18 Presented to the President
• 9/13/18 Became Public Law No: 115-239

• MTB Effects Questionnaire: “how did you use your duty suspension”
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MTB (cont.)
• ITC Notices - Investigations; Determinations, Modifications, and
Rulings, etc.: American Manufacturing Competitiveness Act: Effects of
Temporary Duty Suspensions and Reductions on the U.S. Economy,
50687–50688 [2018–21800]
• February 19, 2019: Deadline for filing requests to appear at the public
hearing.
• February 22, 2019: Deadline for filing pre-hearing briefs and statements.
• March 5, 2019: Public hearing.
• March 12, 2019: Deadline for filing post-hearing briefs and statements.
• March 22, 2019: Deadline for filing all other written submissions.
• September 13, 2019: Transmittal of the Commission’s report to the House
Committee on Ways and Means and the Senate Committee on Finance.
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Generalized System of Preferences (GSP)
• GSP expired December 31, 2017
• AAEI belongs to the GSP Coalition
• Comprised of 351 companies and associations
• Coalition sent letter to Chair and Ranking Member of House Ways and Means
Committee urging GSP renewal on November 14, 2017
(http://renewgsptoday.com/wpcontent/uploads/2017/11/GSPCoalition_Letter_14Nov2017.pdf)
• In October 2017, 38 House Members signed a letter urging renewal
(http://renewgsptoday.com/wpcontent/uploads/2017/10/Norman_Himes_GSP_Letter.pdf)
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GSP (cont.)
• H.R. 4979 Extend Generalized System of Preferences)
• Introduced on February 8, 2018
• Passed House on February 13, 2018
• Included in Consolidated Appropriations Act, 2018 (H.R. 1625) as Title V of
Division M-Extension in P.L. 115-141 on March 23, 2018
•
•
•
•
•

Extends GSP to December 31, 2020
Retroactive back to entries made December 31, 2017
Changes the annual review announcement date from July 1 to November 1
Updates some dates related to “competitive need limit” (CNL) reviews
Requires USTR to submit an annual report to the trade committees on country-eligibility
criteria
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Significant “sleeper” legislation
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Imports
• SUPPORT for Patients and Communities Act, P.L. 115-271 on October
24, 2018
• Title VIII for STOP Act provisions (Synthetics Trafficking and Overdose
Prevention Act of 2018)
• Sec. 8002 requires the USPS to submit advance data to CBP “that are comparable to the
requirements for the transmission of such information imposed on similar non-mail
shipments of cargo”
• Implementation based on:
• risk posed by such shipments
• volume of mail shipped to the United States by or through a particular country; and
• capacities of foreign postal operators to provide that information to the Postal Service.
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Imports
• Presidential Document - Administrative Orders - International Postal
System, Monetary Reimbursement Model for Delivery of Goods and
Security Protocols; Modernization Efforts (Memorandum of August 23,
2018), 47789–47794 [2018–20667]
• “It is the policy of the United States to promote and encourage the development of
an efficient and competitive global system that provides for fair and
nondiscriminatory postal rates.“
• “promote and encourage unrestricted and undistorted competition in the provision
of international postal services and other international delivery services, except
where provision of such services by private companies may be prohibited by the laws
of the United States (39 U.S.C. 407(a)(2)”
• “the current system of terminal dues distorts the flow of small packages around the
world by incentivizing the shipping of goods from foreign countries that benefit from
artificially low reimbursement rates.”
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Imports
• Sec. 3. Relations with the UPU. (a) The United States must seek reforms to the
UPU that promote the policies outlined in this memorandum. Such reforms shall
provide for:
• (i) a system of fair and nondiscriminatory rates for goods that promotes unrestricted and
undistorted competition; and
• (ii) terminal dues rates that:

• (A) fully reimburse the USPS for costs to the same extent as domestic rates for comparable services;
• (B) avoid a preference for inbound foreign small packages containing goods that favors foreign mailers
over domestic mailers; and
• (C) avoid a preference for inbound foreign small packages containing goods that favors postal operators
over private-sector entities providing transportation services.

• (b) If negotiations at the UPU’s September 2018 Second Extraordinary Congress in
Ethiopia fail to yield reforms that satisfy the criteria set forth in subsection (a) of
this section, the United States will consider taking any appropriate actions to
ensure that rates for the delivery of inbound foreign packages satisfy those
criteria, consistent with applicable law.
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Exports
• John S. McCain National Defense Authorization Act for Fiscal Year
2019 (NDAA) – Became P.L. 115-232 on August 13, 2018
• Title XVII – Review of Foreign Investment and Export Control
• Subtitle A – Committee on Foreign Investment in the United States
• Foreign Investment Risk Review Modernization Act of 2018 (FIRRMA)
• Subtitle B – Export Control Reform
• Export Control Reform Act of 2018 (ECRA) is the permanent statutory authority for the Export
Administration Regulations (EAR)
• Regulations controlling the export, reexport, and transfer of commercial, dual-use and
less sensitive military items to end users, end uses and destinations of concern
• Antiboycott regulations
• BIS to identify and control “Emerging and Foundational Technologies of Concern”
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WCO
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Crisis in international institutions
• Since its formation in 1994, the WTO has struggled:
• Doha Development Round never finalized
• Trade Facilitation Agreement adopted in 2017 was held up twice by India over
food security issues
• Dispute Settlement Body has not worked as well as expected
• Moratorium on assessing customs duties on intangible goods may go away

• WCO has made more progress on e-commerce (of physical goods),
which is the fastest growth area in trade
• WTO has adopted eWTP (e-Commerce World Trade Platform) – Alibaba
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eCommerce framework of
standards
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Is the focus of trade shifting?
• Since 2008, global trade volumes have been flat but e-commerce is
growing 20% per year
• WCO E-Commerce Work Group
• Established at the request of the WCO Private Sector Consultative Group
• WG established to operate for 24 months
• First plenary session held on September 21-23, 2016 with 175 delegates
representing:
• Country delegates
• Private sector
• E-commerce companies
• Trade associations

• International organizations
• Academic institutions
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What is e-commerce?
• WCO Work Group on E-Commerce definition:
•
•
•
•

Cross border shipment
Physical goods
Low value
B2C and C2C

• WG has 4 Subgroups:
•
•
•
•

Trade Facilitation and Simplification of Procedures
Safety and Security
Revenue Collection
Measurement and Analysis

• What about digital trade?
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Why is e-commerce so successful?
• All governments support and promote small-medium size enterprises
(SMEs) to export – are they successful?
• In the U.S., only about 1% of SMEs export to another country
• 81% of the smallest sellers on eBay export to at least 5 foreign countries
• “Towards Commerce 3.0: Roadmap for Building Sustainable Growth into Commerce”
study commissioner by eBay Inc. (June 2012)

• E-commerce is a:
• Consumer driven transaction which is
• First, a transaction between a buyer and seller; and
• Second, an export/import
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WCO and E-Commerce
• WCO e-Commerce Framework of Standards (adopted June 2018)
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

Legal Framework for Advance Electronic Data
Use of International Standards for Advance Electronic Data
Risk Management for Facilitation and Control
Use of Non-Intrusive Inspection Technologies and Data Analytics
Simplified Clearance Procedures
Expanding the Concept of Authorized Economic Operator (AEO) to Cross-Border E-Commerce
Models of Revenue Collection
De Minimis
Prevention of Fraud and Illicit Trade
Inter-Agency Co-operation and Information Sharing
Public-Private Partnerships
International Cooperation
Communication, Public Awareness and Outreach
Mechanism of Measurement
Explore Technological Developments and Innovation
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WCO E-Commerce Work Group Program
(cont.)
TIMELINE

ACTIVITY/MILESTONE

September 2018

Discuss Flow Chart and Data Elements

September/October 2018

Discuss and potentially finalize Technical Specifications

September/October 2018

Finalize definitions

September/October 2018

Finalize all other Annexes

December 2018

Case Studies and Pilots

March/April 2019

Finalize Flow Charts and Data Elements

March/April 2019

Finalize Implementation Strategy and Action Plan

June 2019

Final Report
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WCO Cross-Border E-Commerce Conference
Takeaways
• Chinese Government and Chinese Companies are in alignment with a strategy
• China is building an e-commerce infrastructure along side its logistics
infrastructure (Belt & Road Initiative)
• Jack Ma is a global salesman for Alibaba’s E-Commerce World Trade Platform
• Adopted by WTO and G20
• Pitched to developing countries for SMEs to export to China
• Everyone else:
• E.U. wants to regulate everything – new data privacy laws
• U.S. is most concerned with opioids and IPR
• Under USMCA, U.S. was able to get Canada and Mexico to increase their de minimis

• India does not want to negotiate rules on e-commerce
25

Challenges Ahead – Where You Stand is
Where You Sit?
• Three types of businesses:
1. Companies who are being disintermediated by e-commerce
• Retail – not just brands and “brick and mortar” stores, but commercial real estate
and shopping malls
2. Companies who may be disintermediated in the near future
• Healthcare
3. Companies who will feel the effect of e-commerce as governments reallocate their
resources
• Container-based trade will be affected by:
• Ex.: falling container traffic through ports and increased shipments by air and
postal
• Ex.: textiles, apparel and footwear pay 49% of the customs duties in the U.S. –
what happens when they switch to an e-commerce model?
• Strategic Planning based on which category your business falls in
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Retailers Closing Up Shop

© 2017 Amber Road, Inc. All rights reserved. Proprietary and Confidential.

The e-Commerce Shift
•

Revising the previous estimate of 2.4% growth in global trade
for 2017 up to 3.6%, with a range of 3.2% to 3.9%

•

The 2016 growth rate was only 1.6%

•

Import demand in Asia and
North America driving
stronger-than-expected growth

•

Imports rose 2.1% in developed
countries and 6.9% in developing
economies in the first half of 2017

•

Trade growth for North America was revised upward for both
exports (from 3.2% to 4.2%) and imports (from 3.0% to 4.1%)

© 2017 Amber Road, Inc. All rights reserved. Proprietary and Confidential.

China 301
“Tariffs until Winnie the Pooh says Uncle”
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Section 301 (Unfair Trade Practices)
• Administration is developing a list of Chinese products that would be
subject to $50 billion of duties
• Tariffs – The President has instructed the Trade Representative to publish a proposed
list of products and any tariff increases within 15 days of today’s announcement.
After a period of notice and comment, the Trade Representative will publish a final
list of products and tariff increases.
• WTO dispute – The President has instructed the Trade Representative to pursue
dispute settlement in the World Trade Organization (WTO) to address China’s
discriminatory technology licensing practices.
• Investment restrictions – The President has directed the Secretary of the Treasury to
address concerns about investment in the United States directed or facilitated by
China in industries or technologies deemed important to the United States.

• Expect Chinese retaliation
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Avenues for local advocacy
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Farmers for Free Trade
• The power of the personal - farmers as “folk heroes”

• Tell me a story – short videos of farmers telling people about impact of tariffs

• The power of big numbers

• U.S. exported $129 billion worth products in 2016 has a projected trade surplus of $20 billion in 2017.
• This nation exports 50% of major commodity crops such as corn, wheat and soybeans; 70% of fruit nuts and
25% of pork.
• Every dollar of agricultural exports stimulated another $1.27 in business activity.
• The $133.1 billion of agricultural exports in calendar year 2015 produced an additional $169.4 billion in
economic activity for a total economic output of $302.5 billion.
• Every $1 billion of U.S. agricultural exports in 2015 supported approximately 8,000 American jobs throughout
the economy.
• Agricultural exports in 2015 supported 1,067,000 full-time civilian jobs, which included 751,000 jobs in the
nonfarm sector.

• The power of geography

• Geographically spread out across the country
• Electoral college

32

Free Trade Agreements – 2019?
• USMCA
• U.S.-Japan Trade Agreement
• U.S.-EU Trade Agreement
• U.S.-UK Trade Agreement
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Trade Policy side of USMCA
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What did we ask for?
• Simplified ROO for SMEs
• Expanding the “new plant” and “plant averaging” provisions for automotive
(Annex 401) to other industries
• Retain Goods Shipped for Repair or Alteration without customs duties
• U.S.-Mexico data exchange similar to that with Canada
• Alignment of tariff classifications though joint rulings
• Reduce exemption rules and use HTS rather than description
• Make NAFTA import-oriented rather than export-oriented (COOs)
• Standard verification procedures for all countries and harmonize customs
procedures
• Drawback
• Digital trade provisions of TPP and de minimis parity
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What did we get?
• No drawback
• Increase in de minimis
• Mexico = US$117 for customs duties and US$50 for taxes
• Canada = C$150 for customs duties and C$40 for taxes
• FN 3 “Notwithstanding the amounts set out under this sub-paragraph, a Party
may impose a reciprocal amount that is lower for shipments from another
Party if the amount provided for under that other Party’s domestic law is
lower than that of the Party.”
• Multi-association letter objecting to lowering U.S. de minimis which is set by statute in
TFTEA

• Single window submissions
• Cooperation but not harmonization
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Is USMCA worth the drama?
• Administration’s focus on automotive ROO as centerpiece of trade
may be misguided as industry is in a big technological and market
shift
• Movement to electric vehicles
• Millennials move toward “sharing” economy

• Administration should be given credit for negotiating hard to open
cracks in intransigent positions on:
• Dairy management
• E-commerce de minimis
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Will USMCA Pass Congress?
• New HWM Chair Richard Neal wants to take up the President’s tax
returns as first order of business
• Senator Warren has stated her opposition to USMCA – throwing
down the marker for other Democrat presidential candidates?
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How will global trade rules for e-commerce affect traditional B2B
commerce?
• Global trade patterns will change and customs administrations will reallocate
resources
• “De-containerization” of trade
• Customs regimes will need to be scaled for SMEs
• Two approaches are emerging with different risk models:
• Dedicated e-commerce lane
• Holistic approach (“a package is a package”)
• Revenue collection models:
• Vendor model
• Intermediary model
• Buyer model
39

Marianne Rowden
mrowden@aaei.org
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Evaluating the USMCA – –
The New “NAFTA”
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Presented by:
Arcie Jordan, Partner
Foley & Lardner LLP
DBA Foley Gardere
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The Backdrop …
• Political Noise: Trade + Wall = U.S. Govt. chose a fight it
felt could easily be won.
–

NAFTA characterized as “the worst trade deal ever”!!

– Given it’s a 24 year old agreement, NAFTA did need review
& modernization
• Ignores reality in Mexico & U.S. objectives in 1988-1992
•

Originally thought it would be through the TPP, but giving
credit to prior Administration unpalatable for current Admin,
so instead engaged in political theater of it all …
– Withdrawing from TPP (THOUGH MANY USMCA
PROVISIONS ARE DUPLICATES OF THE TPP PROVISIONS)

And Beating Up on Mexico
•

MX the weakest link in U.S. international trade chain;
high dependency on exports to U.S. (˃80%)

•

But for foodstuffs (20% of U.S. imports), MX exports do
not go directly to the U.S. consumers

•

The MX Gov’t not very well regarded and foreigners
have historically suffered prejudice (i.e. “free riding,”
“stealing jobs”) … currently focus is on Mexicans and
Mexican Americans

The Backdrop …
• Additional U.S. Goals
– More substantive policies =
• Prioritizing the knowledge economy (a TPP objective)
• Favoring local manufacturing
• Shortening supply chains
• Setting precedent for future trading rules &
negotiations with state-dominated economies

Where Do We Currently Stand?
• September 30, 2018 - text released
– Finalization of text in record time
• 4 yrs to negotiate NAFTA
• August 2017 – September 2018 to get to jointly proposed USMCA text
• with help of previously-negotiated TPP provisions

• Signed on November 30, 2018 (last day of the Peña Nieto Administration)

• Not yet the “Final Legal Text” - - Congressional approval pending in 3
countries

Principal Contentious Issues - U.S. Demands
 Eliminating CA’s Protection of its Dairy & Poultry Industries

(supply mgmt. controls)
– CA largely exempted its supply- managed dairy industry from its general

free trade obligations under NAFTA
– U.S. demanded CA eliminate its program that allows low priced dairy

ingredients to undersell U.S. dairy sales in CA and in third country markets

 Increasing Rules of Origin requirements to qualify for preferential

treatment from 62.5% for autos to 85% RVC,
–

with 50% overall content from U.S.

–

& 100% of steel & alum content from U.S.

 Requiring more stringent traceability/audit rules

Principal Contentious Issues - U.S. Demands
 Eliminating Binational Panels for Antidumping/Countervailing

duty disputes under Ch. 19
–

Changing jurisdiction to complainant’s domestic courts

–

Changing seasonal protections on produce for ADD/CVD cases
 Now: Unfairly low price for 3 years & harm to industry nationwide

 Proposed: 1 season or few months & impact on local state or

region only

 Eliminating Investor-State Dispute Resolution Mechanism under

Ch. 11

Principal Contentious Issues - U.S. Demands
 5-Yr Sunset Clause

 Insistence that U.S. “Buy American” provisions be protected
– while insisting on greater access to CA & MX’s gov’t procurement

opportunities

Contentious Issues - Other Demands
• For competitive reasons, CA advocated for increase in MX wage levels and changes
in U.S. labor standards – e.g.
– right to work

– greater labor mobility (immigration issues)

Non-Contentious Issues
• Providing for electronic cross-border forms/processes
& harmonization of regulations
• Establishing rules for telecommunications
• Establishing provisions for SME’s
»To help modernize regulations
» Provide for special tax relief
» Provide assistance so can use FTA and increase
access to markets
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Non-Contentious Issues
• Eliminating technical barriers to Trade
• Establishing rules & eliminating technical barriers to
Digital Trade
• Requiring good regulatory practices
• Establishing Competition Policy
• Improving protections for Intellectual Property
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Results on Contentious Issues - Sunset
Sunset Clause
• Instead of proposed 5-year sudden-death …

• 16-year renewal periods, with intermediate 6-year revisions
• At least two administrations needed to exit agreement

Results on Contentious Issues – ADD/CVD
Seasonality of Agricultural Exports
• Dropped altogether from USMCA
• If accepted, MX worse off than rest of global exporters

Results on Contentious Issues - ADD/CVD
Dispute Resolution
 Antidumping and Safeguards (prev. Ch. XIX, now Ch. 10) – with small
changes, but binational panel jurisdiction maintained
-

-

Very important to Canada

Panelists can be forcefully named

Results on Contentious Issues - ISDS
 Investor-State Dispute Resolution (prev. Ch. XI, now Ch. 14) –
• Historical achievement in NAFTA
• U.S. & CA Opposition
– Has not survived for CA-U.S. or CA-MX
» CA none to upset about, given that from adoption of
NAFTA ISDS provision foreign investors have sued CA
gov’t 27 times; 26 of brought under NAFTA by U.S.
investors!
• Comprehensive & Progressive TPP (CPTPP) will
provide recourse for CA-MX
» U.S. opposed cause impinges on sovereignty of the U.S.
& the constitutional role of U.S. courts, in particular

• MX Supported
» Reason = Cont’d attraction of foreign investment

Results on Contentious Issues – U.S./MX ISDS
 Surviving ISDS Provision is Diluted & Two-tiered:
• General rule:
• Must initiate litigation in domestic courts
first
• Must litigate through to conclusion or 30
months (2.5 years)
» Unless claimant demonstrates recourse to
domestic remedies would be futile or
manifestly ineffective

Results on Contentious Issues – U.S./MX ISDS
 Ordinary protection:
– National Treatment / Most Favored Nation
– Expropriation, direct but not indirect
• Must bring claim 4 yrs. from date on which claimant first
acquired or should have acquired knowledge of the act
complained of, and that it has incurred loss or damage
as a result

Results on Contentious Issues – U.S./MX ISDS
 Ordinary protection - Two notable safe harbors
against the application of the new restrictions just
mentioned – though will be of limited duration:
• First, for investors established as of the date the USMCA
enters into force, an ISDS claim may be initiated within 3
years from the date the NAFTA is terminated
• Also, if an ISDS claim has been initiated under NAFTA by
the date the NAFTA is terminated, the claim may
continue under the NAFTA rules until the proceeding
concludes.
(So, we are working to ensure clients’ NAFTA claims
under Chapter 11 are filed as quickly as possible!)

Results on Contentious Issues – U.S./MX ISDS
 Enhanced protection: Only for parties (directly or
through subsidiary) to covered Gov’t service contracts
in selected sectors:
- Oil and natural gas / Power generation
- Telecommunications
- Transportation
- Infrastructure (roads, railways, bridges)
• Have broader access to substantive and procedural
protections – e.g.
» Protection against indirect as well as direct
expropriation

Results on Contentious Issues – U.S./MX ISDS
 Enhanced protection:
 But, more-protected sectors will be subject to a shorter
limitations period: a 3-yr limitations period

 And, more-protected sectors will be required to wait at
least 6 months from the date of the events giving rise to
the claim before they can initiate the ISDS claim

Results on Contentious Issues
Additional Dispute Resolution Provisions
 State-to-State (prev. Ch. XX, now Ch. 31)
 Specific Subjects :
2 (National Treatment); 3 (Agriculture); 4 (Rules of Origin); 5 (Origin
Procedures); 6 (Textiles); 7 (Customs & Trade Facilitation); 9 (Sanitary and
Phytosanitary Measures); 11 (Technical Barriers to Trade); 13 (Government
Procurement); 15 (Trade in Services); 20 (Intellectual Property)

Results on Contentious Issues – Rules of Origin for Motor
Vehicles
Regional Value
Content (RVC)
Passenger
vehicles

2020 – 66%
2021 – 69%
2022 – 72%
2023 – 75%

Steel & Aluminum

Labor Value content (LVC)

At least 70% prior
year purchases
originating, either
via:

$16 USD and above per hour

- Direct purchases
- Service centers
- Suppliers

Manufacturing
expenditures

Light trucks

- Averaging: calendar & model
-Transition period up to 2025 (may benefit up 10%
production in past year)

Heavy
trucks

Passenger
vehicles

- Transition period up to 2027 (no 10% limit)

2020 – 30%
2021 – 33%
2022 – 36%
2023 – 40%

Assembly expenditures (engine
transmission, or advanced battery)

15%
18%
21%
25%

10%

Light &
Heavy
trucks

Immediately, 30%

15% 10% 5%

- Averaging: model only
Other
vehicles

Immediately, 60% or 62.5%, depending on type

5%

- Averaging: model only

2020 – 60%
2024 – 64%
2027 – 70%
- Averaging: calendar & model

Tech
R&D, IT

Results on Contentious Issues – Rules of Origin for Auto Parts
Table A-1
Super core parts

Passenger
Vehicles

Table A-2
Parts, and Components to
produce them:

2020 – 66% net cost (n.c.)
76% transaction value (t.v.)

- Engine

2020 – 62.5% n.c./72.5% t.v.

- Transmission

2021 – 69% n.c./79% t.v.
2022 – 72% n.c./82% t.v.
Light trucks

Table B
Principal parts

- Body and chassis

2021 – 65% n.c./75% t.v.

- Axles

2022 – 67.5% n.c./77.5% t.v.

- Suspension system
2023 – 75% n.c./85% t.v.

2023 – 70% n.c./80% t.v.

2021 – 63% n.c./73% t.v.

2022 – 64% n.c./74% t.v.
2023 – 65% n.c./75% t.v.

- Adv. Batteries
Table D
Principal parts

Heavy trucks

Table E
Complementary parts

2020 – 60% n.c./70% t.v.

2020 – 54% n.c./64% t.v.

2024 – 64% n.c./74% t.v.

2024 – 57% n.c./67% t.v.

2027 – 70% n.c./80% t.v.

2027 – 60% n.c./70% t.v.

Immediately 60%. Averaging: calendar only

Replacement Parts as Stand-Alone

2020 – 62% n.c./72% t.v.

- Steering system

- Averaging: calendar & model

Other
vehicles

Table C
Complementary Parts

Subject to “ordinary” ROO, not as per above

Results on Contentious Issues - CA’s Dairy Sector
• CA to provide access to approximately 3.5% of its dairy market and eliminate what is
known as its milk classes 6 & 7
• Specifically, CA to provide access for U.S. prods including fluid milk, cream, butter,
skim milk powder, cheese, & other dairy products & will eliminate its tariffs on whey
& margarine
• And CA will apply export charges to its exports of skim milk powder, milk protein
concentrates and infant formula at volumes over agreed threshold, which will allow
U.S. producers to expand sales overseas

Results on Contentious Issues - CA’s Poultry
• For poultry, CA will provide new access for U.S. chicken & eggs and increase its
access for turkey

Results on Potentially Contentious Issues
• Last minute discussion regarding motor carriers’ crossborder access and investment provisions
• No significant changes resulted …
– The U.S. provisions, found in Annex I, less detailed than they
were in the NAFTA counterpart – but essentially memorialize
status quo under as NAFTA provisions were implemented.
– The MX provisions, also found in Annex I, are more detailed –
but also essentially the same. The only notable difference is
that the provisions now expressly reflect the special
treatment of courier and express delivery services.
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Results on Non-Contentious Issues
• Provides for electronic cross-border forms/processes &
harmonization of regulations

• Establishes rules for telecommunications
[drawing from agreements all 3 countries reached in negotiating
TPP]

• Establishes provisions for SME’s – New chapter
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Results on Non-Contentious Issues
• Breaks down some technical barriers to Trade
• Establishes rules & eliminated technical barriers to
Digital Trade – New chapter
• Requires good regulatory practices
• Establishes Competition Policy – New chapter
• Improves protections for Intellectual Property
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Where Do We Go From Here?
• Right now: Companies must evaluate how USMCA will treat their activities &
plan/act
• Right now: Companies should understand how they benefit from free trade and
speak out in support – and
• against tariffs & sanctions

Importance of FTA (irrespective of name)
• Promoting regional trade by:
–Keeping down trade barriers (e.g., duties, tariffs,
quotas)
–As well as non-trade tariff barriers (e.g., certifications,
registrations, national presence requirements)
• Promoting economic and political stability in our
neighbor to the south: MX –
 In 1980’s, MX looked somewhat like VZ does today:
oil dependent, high debt/high inflation, closed
markets- monopolistic
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Effects of NAFTA
• PROS:
- Quadrupled trade b/w CA, MX, & U.S.
- Boosted economic growth for all 3 countries: In 2017,
CA Foreign Affairs Minister, Chrystia Freeland: “NAFTA
has benefited the U.S. to the tune of an extra $127 Billion
in economic activity each year since it was signed.”
- TX trades $178 billion/yr. w/MX (> than entire U.S.
trades w/any 1 EU country) … = over $20M of
trade/hour
- TX has a $10B trade surplus w/MX
- Top TX exports: Transp. Equipment,
Computers/Electronics, Energy & Agricultural prods
- U.S. has $95B trade surplus in Services
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Effects of NAFTA
• PROS:
- Has created jobs in all 3 countries:
- Currently, 5 Million U.S. jobs derive directly from trade
w/MX … (Much higher if include CA & indirect jobs)
-

400,000 direct jobs in TX
382,000 of which depend on trade w/MX alone

- Increased foreign investment from other NAFTA
countries (MX investment in TX supporting 20,000
jobs)

- Has lowered prices for consumers
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Only Beginning to See Reports on Effects of Current
Trump Tariffs
According to John G. Murphy, Sr. VP for International
Policy, U.S. Chamber of Commerce:
• U.S. tariffs are paid by U.S. importers => Price hikes on
certain products in the U.S., e.g.:
–Beer
–Clothing
–RV’s
–Off-road vehicles

• In 2018, steel and aluminum tariffs => lower profits for
wide variety of U.S. businesses, e.g.:

–Auto workers saw their profit sharing checks drop by $750
USD
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Effects of Current Trump Tariffs
• Tariffs on U.S. imports => manufacturing in U.S. more
expensive, e.g.:

–Steel tariffs => off-shoring manufacture of products using
inputs made of steel (such as nails, lockers, & auto parts)

• Retaliatory tariffs have been placed on a number of U.S.
products by foreign countries, e.g.:
–Wisconsin cheese
–Cars made in So. Carolina
–Pennsylvania apples
–Kentucky bourbon
–Iowa pork
–Metal stampers made in Michigan
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Effects of Current Trump Tariffs
• Employment losses expected from steel & aluminum
tariffs:

–One study concluded: 16 jobs will be lost for every steel or
aluminum job gained => loss of 400,000 jobs estimated

• Tariffs on our international allies => undermining
relationships, e.g.:

–Steel & aluminum tariffs were supposed to come off of CA &
MX as soon as new USMCA trade deal struck … but still in
place
–In fact, in Feb-2019, CA officials warned steel & aluminum
tariffs could become an issue in upcoming parliamentary
elections in October & undermine ratification of USMCA (Sean
Higgins, Canadian Officials Warn Trump’s Steel Tariffs Could Undermine USMCA, Washington Examiner (February
21, 2019))
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Effects of Current Trump Tariffs
• According to the bi-partisan, multi-industry group
backed by 150 trade organizations & ag commodity
groups, Americans for Free Trade:
–Duties on steel & aluminum cost U.S. companies $545M in
Sept-2018

–In Nov-2018, U.S. businesses paid an EXTRA $2.7 Billion in
tariffs on products that in Nov-2017 paid $375M in tariffs
–Most recent monthly data (as of Jan-2019) showed:
• So. Carolina businesses have paid $58M in tariffs on products
subject to Trump tariffs
• TX bus. = $364M; >12 X’s what pd. on same prods in 2017
• NV bus. = $29M; > 11 X’s what pd. on same prods in 2017
• PA bus. = $95M; > 9 X’s what pd. on same prods in 2017
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Effects of Current Trump Tariffs
–American exports of products targeted by retaliatory
tariffs are down 37%, e.g.:
• Pistachio growers have suffered $380M in losses due to
tariffs
• In 2017, China bought 270,000 metric tons of wheat
from State of WA producers; in 2018, it bought 0
• Port of Houston exports subject to retaliatory tariffs are
down 47% in most recent months (exports not subject to
retaliation rose 34%)
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Effects of Current Trump Tariffs
• Following an initial 20% tariff on washing machines,
they recorded a record price increase of 18.2% from
March to June 2018, making it the largest ever
quarterly increase in the 40-yr history of tracking,
according to the Bureau of Labor Statistics (H. Fernandez, Fox
Business (Jan. 11, 2019))

• Initially, 200 jobs added by Whirlpool, the U.S.
manufacturer that filed complaint which led to
imposition of tariff. But, one year later, has seen that as
prices up for consumers, its sales down by 3%.
• As additional data becomes available, undoubtedly will
see increasing effects of tariffs and sanctions on U.S.
businesses, as well as consumers
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Dominant Themes
1. 2018: A “Tariffying Year” (CBC News)
2. Trade is in Canada’s DNA – being vital to it’s economic prosperity /
Progressive trade agenda
3. 2019: Canada will have preferential access via 14
Trade Agreements to 51 countries with nearly 1.5
billion consumers
4. Canada is the only G7 country with trade agreements with all other
G7 members

CANADA’S TOP MERCHANDISE TRADE PARTNERS, 2017

Economic Development Corporation Trade
Confidence Index 2018 Year End report
• #1 concern = trade barriers

• S. 232 Trump aluminum and steel tariffs
• Protectionism impacting global strategies for 32%
of exporters
• The end of USMCA negotiations = some relief and
should reactivate investments

Factors Affecting Export to U.S. Strategy
• Tariffs generally 14%
• “Buy Local” Campaigns i.e.. “Buy American” 4%
• reduction in competitiveness 3%
• obtaining financing 11%
• finding skilled talent 11%
• shipping logistics 9%
• negatively impacted by aluminum and steel tariffs
33%

Actions Taken – Exporters’ U.S.
Strategy
• Raising prices (19%)

• Finding alternative markets and suppliers
(18%)
• Sourcing locally (6%)

On Balance Canadian Exporters are
Neutral on USMCA
• ”Positive” (19%)
• “Neutral” (52%)
• “Negative” (24%)

Major Headlines
• USMCA
• Canadian – European Comprehensive and
Economic and Trade Agreement (CETA)
• Comprehensive and Progressive Trans-Pacific
Partnership Agreement (CPTPP)

USMCA
• ¾ trade with North America
• Canada = largest supplier of steel and
aluminum to the U.S.
• 25% tariff on steel; 10% aluminum to U.S.
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metal tariffs still here”
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• U.S. Agriculture Secretary Sonny Perdue said to
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USMCA
Trudeau and Trump talks – stagnant
• Ottawa is firmly opposed
• U.S. Agriculture Secretary Sonny Perdue said to be
working hard to get a Tariff Rate Quota in effect vs.
Canada and Mexico
• Canada is not interested in a TRQ
• ”Canada may not be able to ratify USMCA unless
the metal tariffs lifted”
•

(Transport Minister Marc Garneau)

USMCA
• October, 2018: Canada imposes a system of quotas and tariffs
on different categories of steel to prevent cheap metal flooding
into Canada as the Trump tariffs forced overseas producers to
seek new markets
• Canada import tariff measures featuring a “first come, first
serve” exemption from tariffs, causing Canadian steel buyers to
race to get construction steel imports into the country
• = resulting uncertainty in steel pricing causing some havoc in
the building industry
• Stelco, ArcelorMetal, Algoma Steel, Tenaris Tubes, Sandvik

USMCA
• Atlas Tube:
“back door problem” concern cited – Philippines, China, Vietnam
cheap metal coming into Canada – can this in turn make its way
into the US “dressed up” as Canadian steel?
• new technological and process response”
RJ Steel: concerning pivoting to copper for use in former sheet
metal applications

Retaliatory Tariffs
• aluminum
• handkerchiefs
• coffee
• icing sugar
• mineral water
• beer kegs
• whisky
• maple syrup
• orange juice
• ketchup
• dishwashers

Retaliatory Tariffs
• Agricultural sector concern – farm products
• TRQ an answer?

Retaliatory Tariffs
• Agricultural sector concern – farm products
• TRQ an answer?

Canada: “We will not escalate and we will not back down”
“U.S. led jolt will cause widespread disruption to supply chains
and impose added costs on consumers”

Dairy Industry
• USMCA naturally unpopular with this sector – 10% of the dairy
market now being opened to foreign milk products
• Canadian cheesemakers already face new competition from
the EU and cheeses from New Zealand and Australia now joining
the market
• some Canadian dairy processors quietly awarded benefits from
new CPTPP markets. Ottawa awarding most of the new import
licenses for Pacific Rim products to Canadian dairy processors
with a view to mitigating concessions forced on Canada with
USMCA

Canada-European Comprehensive
Economic and Trade Agreement

CETA 2017
• Driven by uncertainty with U.S. and other markets
• Ratified by Canada, with certain countries still to follow
• bilateral free trade agreement eliminating 98% of all tariffs on
goods traded between Canada and the EU providing a huge
advantage to Canada
• the “Brexit” factor?

PROS
• relief from dependency on the U.S.
• expected to boost trade between Canada and US: 20%
• Joint Canada-EU study: 80,000 jobs in Canada, $1000 increase
in income for average new family; that come with tapping new
markets
• growing demand in Europe for aerospace, resources, advancetech for automobiles, agriculture, processed foods and cleantech: benefits to exporters and related service industries
• expedition of professionals across borders

PROS
• Small and Medium Enterprise access to EU markets without
having to directly establish a local affiliate
• transparency in rules around intellectual property rights and
protection
• reduction in paperwork, simplification in logistics
• consumers benefit from selection of, at lower cost, of a range
of imported goods and services
• protection of EU products against plagiarism and improve
copyright protection
• common recognition of certain job qualifications for degree
holders

CONS
• reciprocal opening up of Canadian markets …
• competing with a 500 million person market vs. 35 million Canadians
• EU firms able to bid for public contracts in Canada, with Canadian
government making bidding process more transparent with online
access (some limitations in Ontario and Quebec)
• potential interference with Canadian policies concerning the
environment, health care, job creation?
• limitations: still not the same as a single market – while CETA opens
limited services liberalization, (mining, postal services, maritime
transport) hundreds of pages being reservations / carve-outs

CONS
• opposition from agricultural sectors on both sides
• Quebec dairy producers and cheesemakers
(EU having different internal protections that differ from
Canadian regulations regarding hormones and production
making it harder to export to Europe)
• some agricultural products i.e. eggs, chicken, turkey meat are
not covered by CETA, with others (beef, sweet corn) being given
duty free access but only for limited quantities

Comprehensive and Progressive TransPacific Partnership Agreement (CPTPP)

CPTPP
• entered into force December 30, 2018
• Australia, Canada, Japan, Mexico, Singapore, New Zealand,
Vietnam
= ratified
• Brunei Darussalam, Chile, Malaysia and Peru
= yet to ratify
• post – US withdrawal from the predecessor agreement - TransPacific Partnership (TPP)

CPTPP
• locks in institutional and rules-based reform
• incentive to consolidate and reorder Asia-Pacific supply chains
• builds on the core of WTO Agreements and existing bilateral
free trade agreements, expanding on digital trade and electronic
commerce, intellectual property and state owned enterprises
• 500 million people = 14% of global economy
• high standard provisions on digital economy, investment,
financial services, labor and environment
• broad tariff cuts – 90% of items on entry into force remaining
10% over 10 years – will have an impact on exporters in and out
of the agreement

CPTPP
• US exporters now disadvantaged relative to competitors in Canada,
Japan and Australia
• similarly, exporters in Thailand, Korea and Taiwan will be
disadvantaged relative to competitors in Japan, Malaysia and Vietnam
• includes in addition to tariff cuts high-standard chapters covering
- Customs and trade facilitation (supply chain, rules of origin,
certification)
- Investment
- Services
- intellectual property
- E-commerce

CPTPP
-

Government procurement
State owned enterprises
Labor
Environment
Regulatory coherence
Transparency

CPTPP and Canada
• ”First mover” advantage the first class of six ratifying members
• especially potent for Canada – “Japan the big win”: agri-food
exporters / domestic automobile market
• food and agriculture to benefit, gaining preferential access
where it faced high tariffs (Japan, Vietnam, Malaysia)
• in return Canada will grant CPTPP members TRQ’s for supply
managed sectors (dairy, poultry, egg products) phased in over 5
years
• expected benefits in financial services, fish and seafood,
forestry and metals, minerals sectors + public procurement
opportunities (CDN construction, consulting + engineering)

CPTPP and Canada
• making trade rules more transparent to exporters + e-commerce,
expedited shipping sand customs clearance simplification
• Automotive: auto exports predicted to increase slightly but Canadian
Steel Producers Association concerned about negative impact on
erosion of rules of origin related to the automotive sector. Not a big
win for Canadian auto industry: highly integrated supply chains not
adaptable to what CPTPP would require relative to USMCA – Canada’s
auto exports go south, not west…
• Steel: tariffs on Canadian exports of iron, steel, aluminum, nickel and
petroleum products. Steel tariffs (Malaysia, 20%; Vietnam, 40%, Japan
6.3%, Australia 5%) being phased out over time.
• Dairy: net increase in imports expected

CPTPP and Canada
• Pork: “stability” with the deal celebrated … access to Japan
Canadian pork export advantage over EU and US competitors
• Beef: Asia a key market for Canadian beef - preferential access
to Japan, Vietnam and Singapore a positive result - export
advantage over EU and US competitors
• Aerospace: certain partners = “emerging aerospace
economies”
• Information Technology: benefits for information and
communications tech (ICT) sector – Japan, Malaysia, Australia

New Trade Challenges for the Exporter
• how to seize on preferential treatment
• do products and services qualify?
• rules of origin are product-specific and agreement-specific
• rules of origin = tricky, especially if product made of parts or
materials that hail from outside of Canada.
• a company can approach the customs authority in the foreign
market that they are interested in accessing. CPTPP requires that
organization to provide an advanced judgment on the origin of
the product, which process differs from CETA where CBSA is
authorized to rule on Canadian product origin on behalf of its EU
counterparts

