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U.S.-Mexico Economic Relations: Trends, Issues, and Implications
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Me x isc opr o x ienxitteyn, 8 Itthmer al and economic ties bet ween
strong economiMe xiwdnalter ot Ahrleci iNocwatth hFr e e Tr ade Agr e
(NAFTRAhe United States andeMemombeshsts mehwutedn

trade, investment, Tahned trweog uclocautnotrayi éceo otphearthet ri aoanr d 0
have extensive int@G@ulkPOnamfcMéeomsot hThagd dhe al s o
mi gration, touris m, environmental 1ssues, health

g

Conghes smaiamt mictdad e 1interBNAFTAnNr d s sagnaltsitahteill art £ d
r e c esnitgldlyeSMe x tCcaon a d aaga e e ment U( e MGCA); trade and

investment r'seletoonomicMeaefoom measur etshhe especial
Mexican 2018 prb&sMdamctpaboeldect mansgeme’nt; and
Conegshsas al soamaimt@resd 1 npotshsei brlaemiwfiitchadtriaownasl offr
NAFT@Aongress may also take an intsae®&sesidenhe ec
Andrés Manuel,t héppapObratdolteader MofvetnheentNat i onal
( MORENA) party, who won the July 20861 &oalldadtiiommn v
also won majorities in both chambers of the 1egi

For mer Pr e sPiedfican tsN tEentrei spfvuelulme rdbm s economic and pol
refor ms thaatmoinngc loutdhee r me asures, opening up the
countering monopolistic practices, passing fisca
increasing i mferfats.ttructure inves:t

This report praonvdi dbeasc kagnr oouvnedr viihefs¥¥fg -miad¢ @ omc o @gmir a i
relatieomendsyadde Mexitha pcrcopomypndd NAMGA, i ssues
bet ween the Unitkbd Sthlebe awdddMeadcaoas events

U. Mexico Economic Relations

Mexico 1is one ‘anfostthd mppmirtteachtSttartaedsi ng partners,

export markets and third in total U.S. trade (1ir
States and Mepedoshgnefdeanldl economic ties. Trad
more than tripled since the agreement entered 1ir
States, Me x1 ¢c o, and Ga nlaadrag efsotr nf roenee tortfahdliteh ea rweoarsl, ¢
of ths weotlad gross domestic pr-loadmgdes t({ GDPIn o e xii n
Latin America after Brazil. It has a population

Spamnsipscha king country imo stth ep swoarblodn tarnyd itnh et hteh i Weds t
Hemi sphere (after the United States and Brazil).

1SeeCRS In Focus IF1004North American Free Trade Agreement (NAFT#) M. Angeles VillarrealandCRS
Report R42965The North American Free Trade Agreement (NAET&)M. Angele Villarreal and lan F. Fergusson

2SeeCRS In Focus IF1099Proposed U.SMexicoCanada (USMCA) Trade Agreemghy lan F. Fergusson and M.
Angeles Villarreal andCRS Report R4498INAFTA Renegotiation and Modernizatjdy M. Angeles Villarreal and
lan F. Fergusson

3 SeeCRS Report R4291Mexico: Background and U.S. Relatiohy Clare Ribando &lke
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Me xiscogr os s d o me s

t1c

pr odulcitr i(IGIDiFp)n awbaosu Palnd % sot fi ma

U.S. GDP B#fi l8li on. Measured in ter*Mexo@GRhurchasi
was consideratbrliylohii®beut $2%3o0f U. S. GDP. Per <ca
is significantly | ower7 MehxainscopartbepilUnhat &BDPStnatops
power par74% 0ae3f $SUT7S. pe%h9 . ,cB{8 Eabhl) &DFeafyears
earlienr, Me'sni g@®0D capita GDP in puir%sSh d8a 2 gt po wer p
U. S. amoSu nWl6o hoigh there i1is a notable 1income di s
Me xiscoper capita GDP is relatively high’sby globa
uppmeirddl e i ncMeex ixcaod e@gmwamy relies heamily on the
export market The 7%ad fi e Mo £G ePx B onrat@s0 dBhaphdiand & dh 3
and approximatbsdl exPpd%tdhfe a MexdiUnem t ed States.
Table 1.Key Economic Indicators for Mexico and the United States
Mexico United States
2007 2017a 2007 2017
Population (millions) 112 129 302 327
Nominal GDP (US$ billions) 1,052 1,153 14,478 19,387
Nominal GDP, PPRBasis (US$ billions) 1,565 2,352 14,478 19,387
Per Capita GDP (US$) 9,410 8,928 48,006 59,381
Per Capita GDP in $PPPs 13,995 17,743 48,006 59,381
Nominal exports of goods & services (US$ 290 446 1,665 2,344
billions)
Exports of goods & services as % of GDP 28% 3% 12% 12%
Nominal imports of goods & services (US$ 308 443 2,383 2,915
billions)
Imports of goods & services as % of GDP 29% 3% 17% 15%
Source: Compiled by CRS based on data from Economist Intelligence Unit (EIU) online database.
a. Some figures for 201dre estimates.
b. Nominal GDP is calculated by EIU based on figures from World Bank and World Development Indicators.
c. PPP refers to purchasing power parity, which reflects the purchasing power of foreign currencies in U.S.
dollars.
d. Exports and Imports as % of GDP derivieg EIU.
U. Mexico Trade
The United Stat'esldasdi by famrtnde xii momer chandise
Unitedtlsdmadgest trade partner after China and Cc:
U. S. export marksttshe tthldlim&&asagdgp)] iandof U. S. 1 mf

4 Many economists contend that using nominal exchange rates to convert foreign currency into U.S. dollars for
comparing gross domestic product (GDP) may not be the most accurate measurement because prices vary from country
to country. Purchasingower parity (PPP) factors in price differences to reflect the actual purchasing power of

currencies relative to the dollar in real terms.

5 The World Bank utilizes a method for classifying world economies based on gross national product (GNP). Mexico is
one of 48 economies classified as uppeddle-income, or countries which have a per capita GNP of $3,946 to
$12,195 per year. The United States is one of 69 economies classified asredrigh, or countries which have a per

capita GNP of more than $123 @er year.

Congressional Research Service
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=
o

mer ¢ ndise trade with Mexico increased rapidly
1994. Uu. S. exports to Mexico increasFTd® from $41.
entry 1 ntpoe afko rodftei)d 2t4ob & %nn2 O édse), before a stea
$144.6 billion in 2017. The value of U. S. export
20 1U0..S. imports from Mexico 1narpea$skdodifirlioino n$ 3 9. 9
in 2015, and then decr danpiomrg st of r$2m2 Medk i bciol ldieac et
in XAGE®RgM®r.e The merchandise trade balance with M
billion in 1993 to a wideningnde ftihceint dtelcarte arseeadc |
$47.5 bilhi@d®dli’Tyg 209 trhdacdefnetdiinmewiltihg Meoxfi ¢ o
$78.8 billion.
The United States had a surplus 1in services trac
FigareU. S. services exX2@®brtdn D0 Mg xficomtPHt 412 dbi$B3
1999, while imporhss]l wied/eg wmlBR@dma% 9 %2 billion in
Figure 1.U.S.Trade with Mexico: 1999 -2017
(U.S.$ in millions)
Merchandise Services
$300,000
$200,000
$100,000
S —
S0 e s s e O N e N N N e
-$100,000
[=)] (| un (=] — =t P~ [=)] (| un (=] — =t P~
& 8 g 8 3 8 3 a b= b= b= 3 3 3
— o~ o~ o~ o~ o~ o~ — o~ o~ o~ o~ o~ o~

I Trade Balance Exports Imports

Source: Compiled by CRS using the United States International Trade Commission (USITC) Interactive Tariff
and Trade DataWeb ahtttp://dataweb.usitc.gov

6 U.S. Bureau of Economic Analysis interactive statistics, availabiigmt/www.bea.gov
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U. $mports from Mexico

Leadli.nSg¢. merchandise 1 mpionrctlsu dferdo mmoMé&k # ¢vieihomnc 12061 7
or 26% of 1imp,ytmotian mv Mebiidllben op2alOr% so f( Sickmpnprutt se r

m
equi p@dnt2 (bH 111 on coormnfl Poc @ £ 1 0 mp @ ebfinl)dpimoetn®% o(f$ 1
importand audio andlbviilddaioohddegq wif p menptoFdtlddived . i n
U. S. imports from Mexico increased fromnf176. 5 t
then decreased to ®223 asadbpghbi omponad 2d9Hdmgn Me x it
five 1 mphoarvte idteecmse,a s ed s ha rrpolny $s3i9n.c6e b2i0l111i,0 nd rionp p2
billion in 2016, partiall yaldsuwe atus ea odie c¢trheea sder oipn
price of oill ar ?W@. bBdi, 1t haen dwograledm i Menxcireesh s ¢ bt 1 y
$9.8 billion.
Table 2. U.S. Imports from Mexico: 2013 -2017
(U.S. $in billions)
% Total
Imports
from
ltems (NAIC 4 -digit) 2013 2014 2015 2016 2017 Mexico
Motor vehicles 40.0 46.2 50.0 49.3 57.4 26%
Motor vehicle parts 36.0 40.3 43.9 46.0 45.5 20%
Computer equipment 13.8 13.8 17.1 18.2 20.2 9%
Communications 13.6 10.8 13.3 14.5 12.5 6%
equipment
Audio and video 13.8 14.1 14.5 125 121 5%
equipment
Other 163.5 170.5 157.5 153.5 75.6 34%
Total 280.6 295.7 296.4 294.1 2234

Source: Compiled by CRS using USITC Interactive Tariff and Trade DataWhhat/dataweb.usitc.goWorth
American Industrial Classification (NAIC)4git level.

Note: Nominal U.S. dollars.

Not all U. S. imports fromfMexi andenrt NtAFtTIAe Bwort ¢
in 2017, 99.4% of all motor vehicle imports fror
NAFTA, compared to 75.6% of moFtiogrd.rveOhi tbeapalblt§.
imports from Mexico, 55.6% entered under the NAI

Congressional Research Service RL32934 - VERSION7 - UPDATED 4
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Figure 2. U.S. Imports from Mexico under NAFTA :2017

B Entering under NAFTA (%) Dther (%)
CHANGE
IN SCALE

Motor Vehicle Parts  75.6% _ $45.538

Computer Equipment 0% §20.23
Communications Equipment  2.8% ‘ $12.47
Audio & Video Equipment  81.6% - $12.13
Electrical Equipment  77.2% . $11.12
oilesos 169% | 00

Novigation/Measuring/
Medical/Control Instrument 29.7% I §9.08

Electrical Equipment 57 29, I $8.03
Components, nesoi*
Household Appliances  20.9% I $6.70
& Misc. Machines, nesoi*
$ 525 $50 575 5100 5200 $300

Billions USD$

*nesoi: not elsewhere specified or included/indicated

Source: Compiled by CRS using USITC Interactive Tariff and Trade DataWhhmt/dataweb.usitc.gov
selecting all import programs and NAFTA import program usitagth American Industrial Classification
(NAIC) 4-digit level.

.S. Exports to Mexico

eadg U. S. exports to Mexico in 2017 <co
r 15% of exports to Mexico), motor veh
quipmentofg$dd. T1Hidfiexports), semicon
$12.2 billion or 8% of exports), and b
abd e
Table 3.U.S. Exports to Mexico: 2013 -2017
(U.S. $in Billions)
% Total
Imports
from
Items (NAIC 4 -digit) 2013 2014 2015 2016 2017 Mexico
Petroleum and coal 19.3 19.6 15.2 15.7 213 15%
products
Motor vehicle parts 18.0 18.4 20.8 19.8 19.8 14%
Computer equipment 14.8 15.9 16.2 16.5 15.7 11%
Semiconductors and 104 10.9 114 12.0 12.2 8%
other electronic
components
Basic chemicals 10.1 10.1 8.5 8.1 9.5 7%
Other 153.3 166.1 164.1 157.7 66.0 46%
Total 226.0 241.0 236.2 229.7 144.6

Source: Compiled by CRS using USITC Interactive Tariff and Trade DataWhtiat/dataweb.usitc.goWAIC
4-digit level.

Note: Nominal U.S. dollars.

Congressional Research Service RL32934 - VERSION7 - UPDATED 5
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Bilateral Fbneeghm®ntect
Foreign direct investment (FDI) has been
the United States and Mexico since NAFTA 1 mpl e me
source of FDI in Mexico.frTohne S$slt7o.cOk boifl 1U.oSn. iFnDI1 9i
$§109.7 billion in 2017. While the stock Mexican
increased significantly since NAFTA, from $2.
Fi gBr e
The liberali'zatdotnr odt Mexsd ceon foreign 1in
1990s played an important rolUpinnti-19? &b
Mexico had a very protective policy that
exchange rate to encourage domestic grow
policy in the lagrkedt98dpenihmg mamad wdesd aammd econo
bring in a steady increase of FDI flows. These
on foreign investment and resulted in increased
provisions egiiwea nNoirntvhe sAmmr s from the United
nondiscriminatory treatment of their investments
encouraged U. S FDI in Mexico by increasing i
haveroeduanyway because Mexico likely would
investment Il aws with or without the agreement
Figure 3.U.S.and Mexican Foreign Direct Investment Positions
1994201 7Historical Cost Basis
m Mexican FDI in the U.Sm U.S. FDI in Mexico
$120
$90
$60
$30
$0F—F—Fﬁ-—F—FﬁL.—r.—rl—rL-ﬁ.—rl—rl—rl—rl—rl—rl—rI—rI—rI—rI—vlﬁ
< D O 0 0O O d AN MW OO0 O A N M ST WO O© N~
D OO0 O OO O OO0 OO0 0 O oo d o o od o
D OO0 000 OO 0O 0 0 0O OO0 000000 oo o o o
= A A" NN NN NN NN NN AN NN N NNNN

Source: U.S. Department of Commerce, Bureau of Economic Analysis.

ManufacturisMpxand Bupply Chains

Many economists and other observers have credite
industries, especially theallUyS.coanpted iitndws ttithy,oub
devel opment of supply chdaMexs . coMiaoch def tflhae iecxamea
attributed to specialization as manufacturing ar
advantage of economisswsp plfy schhadiens Alsa we resad ti ncr

Congressional Research Service
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national boundaries as manufacturing work 1is

in tariffs in a given sector mnot only affect
inmedi ate inputSomeomndhpsthsclbimpbbevrvantclkeat ft t
indirect effectsTawygmefstte nt lnavte rtl lpeoskee dl i nka ge s

wel fare gains from free tr adeowttgruete nhei nntksa gaensd ctohua
underestimate pPpotential trade gains.

A significant portion of merchandise trade bet we
context of production sharing as manufacturers i

Trade expansion has resulted in the c¢creation

U.Mexico border. The flow of intermediate input s
to Mexico and the return rfelaswe d ft hfel nii mphcerdt apmr coed ucc
Mexico border region as a production site. U.S.
electronics, appliances, and machinery, all

In the auto sector, for example, trade expansion
relationships throughout North America. The
States and Mexico greatly inereasaedpthductmpont ar
automobiles. According to industr uel xtpielratyse,r etdh e
c onne’tbteitomnese n U. S. and Mexican WadpgpISteareetadduas na
article describes ehdow nan hau tUnmotbeidl eS tpartoedsu ch a s
that come from multiple producers in different
severa®A tompsny producing seats for automobiles,
componentuns fr dmefent U. S. states and four Mexi
the Midwest These product’®Ttharpl abenwbhotd f onahj
of a product is assembled may have 1ittle bearir
The integration of the North American auto 1indus
imports that ent efrr eteh eu nldneirt eNdA FSTtAa. t elsn QRuwtly7 ,
imports from Mexico edirtece didih¢g Wompadeldt dobe § 6 §ou
mot or vehico% opfarttost.alOnU.yS.5 i mporfirse o rtormme dvite md 1T to
under NAFTA; the remainder enterfed the United

Me xi'sc oExport Processing Zones

Me x isc oc xoproiretne mbll ya spl ant s, a majority of which
closely I-Makedotbrd/dS-innewsiveus ndabories such
el ectroni c -ogwnoedds .a sFsoernebilgyn pl ant s, ’swhmacchu iolrai dga rnaa t

program i%actcheeunlt) 6f0csr, a substtamadadel wisthlarteh o fUMie x

“Lorenzo Caliendo and Fernando PaEstimates of the Trade and Welfare Effects of NAR&Apnal Bureau of
Economic Research, November 2012, pp. 1

8 Dudley Althaus and Christina Rogewall Street Journal,Donald Trump's NAFTA Plan Would Confront
Globalized Auto Industry," November 10, 2016.

9 Ibid.

10 CRS calculated these percentages based on trade data from the U.S. Department of Commerce and the U.S.
International Trade Commission.

11 Mexico’s exporioriented industries began with the maquiladora program established in the 1960s by the Mexican
governnent, which allowed foreigilowned businesses to set up assembly plants in Mexico to produce for export.
Maquiladoras could import intermediate materials eugg with the condition that 20% of the final product be
exported. The percentage of sales alloteethe domestic market increased over time as Mexico liberalized its trade
regime. U.S. tariff treatment of maquiladora imports played a significant role in the industry. Under HTS provisions

Congressional Research Service RL32934 - VERSION7 - UPDATED 7
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These export processing plants use extensive amc
and export the majority of their production to t

NAFTA, along with a combination of other factors
Mex1can0relxepnotretd assembly pl anittss, esnutcrhytaisa tnoa qfuoirlcac
factors that contributed taonchadef dctadrei dg bgorawtith
wages, and economic conditions, both 1in the Unit
provisions in NAFTA may have encouraged growth i
likely has been more enltll 8eneednbmythadsteétngihe
Me xi c o .

Private industry groups state that these operat:i
world marketplace by producing goods at competit
Me xi co t o atthees Uanliltoewds Sptrodade gi oa oD WaSe aoht ght
product, which could help sustain jobs in the Ur
argue that they have a negative efhectUnon etdhe ec
States and hel p dselpirlelsesd tlWh.eS .wawgoersk eorfs .1 ow

Maquiladoras and NAFTA

Changes in Mexicamrrneguleadt i mmdsusdamr iexsp arftt er NAFT.
maquiladora industry ad-i derxMeoxritc apm eadnginmseosgtmidon aosasl e mt
the Maquiladora Manufacturing Industry and Expor

NAFTA rules for the maquiladora industry were 1in
covering tRdOMer iaondl 1t%h%4 second gphtasce isntiadritailn g hia
NAFTA regulations continued to allowfthe magaila
Mexico, regardless of the country of origin of t
operations to incmtem steh emaMeuxiilcaadmo rdao measlteisc imar ket

P h
de
In
an
Th

op
Th liminfatd®oni mfordtug yby MNMAfFTAladowrntasi s omndoen
ca d some initial wuncertainty for the companie
were importing frem Ihpad opu@hrnes, weubtld have t
on those goods wunder the new rules.

e Il made a significant change to the i1indust
rmi-icde dutayt us for U.S. and Canadian product
1, the rNolretsh oAmeorriicgaimf réet st mit mesd ftolre ad wgti we

s

e
00
r ed the previous special tariff provisi

Il maquiladora program ceasemnbIltyo e xi st
in Mexico.

('D(DQ.N“’SD
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Worker Remittances to Mexico

Remittances are one of the three highest sources
foreign dirmadt tiomvmeesitmmt tMonscte s t o Mexico come fro
United States who send money back to their relat
remittances 1in Latin America. Remittances are of

9802.00.60 and 9802.00.80, the portion ofraported good thatvas of U.Sorigin entered the United States dditge.
Duties were assessed only on the value added abroad. After NAFTA, North American rules of origin determine duty
free status. Recent changes in Mexican regulations on expented industries mergeékde maquiladora industry and
Mexican domestic assembigr-export plants into one program called Maquiladora Manufacturing Industry and
Export Services (IMMEX).
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workers idnSthe ednimake efforts to send money to |
states where poverty levels are high. Women tend
usuall use 1t for basicanwde/e dis idudcheass rent, f oc

y
The Y@h7T wa sbrac arcerifmogr dr e mi t t awic etho tdaol Mefx 1$c208 . 8§ b i
which represemt . ved therl&dLd lbevahnual remittan.
incre®sdd Hy aat et hoefdtShnvg Wi{Fsieged)P?’6ome anal ysts

contend that the increase 1s partially due to tl
election of President Donald Tr ump, while others
Trumpthreat to bl ock omotnoe yp atyr afidék i ear sbeotr bduebe xwia 1 1

of the peso has negatively affected its purchasi
and many families have had to rely more on mone.}
Since t%oOs,l arteemilt9t ances have been an 1mportant s
Bet ween 1996 and 2007, remittances i1increased froc
over 500 %, and then declined by 15ri2s%,s .i nT h2e0 0 9,

growthhhe remittances has been related to the fregq
fluctuations, migration, Ynd employment in the I

Electronic transfers and enmohlmoedys otrod esresn d rmo ntehye tmox
Wor ker remittance flows to Mexico have an i1import

regions more than others. Some studies report tt
or completely cover general cpoonrstuimopn ioofn tahned /noorn et
received by households goes for food, c¢clothing,
Money also may be used for capital invested 1in
economic impact of r edniitnt atnhcee pfol oorwesr isst actoensc eonft r M

12 Seehttp://www.banxico.org. mx
13pPan Kwan Yuk;Trump Fear Drives Mexican Remittance to Record 2016," February 1, 2017.

14 Manuel Orozco, Laura Porras, and Julia YansTine, Continued Growth of Family Remittances to Latin America
and the Caribbean in 201InterAmerican Dialogue, The Dialogue, Leaddfsfor the Americas, February 2016.
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Figure 4. Remittances to Mexico
(from all countries)

U.S. $ Billions
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Source: Compiled by CRS using data from the Infemerican Development Bank, Multilateral InvestmiEand;
and Mexicods Central Bank.
Bil alt eBrcaconomi ¢ Cooperation

Th@nit e dhaSst aetnegsaged in bilateral efforts with Me
i ssues broerldaetre ds etcour i teyc, o ntormaidce cfoamepieltiittaitvieonne,s s , r o
cooperation, and energy integration.

Hi gle vel Economic Dialogue ( HLED)

The United States and Mexico launched the High I
September 20, 201 Mg xtcohekpnodveanaadUc® mmer ci al
central to promoting mtioal eadngmhbbagr owmbgegtj ol
initiatitve hies Cabdnehaileodl bpntdhe sUcH. Depart ment
Department of Commerce, the Office of the Uniteod
Me xican cBunterparts.

Maj or ghoea IHsL EoDf atr ¢ meant to build on, but mnot du
di a The United States

0
l ogues and working group
specific sectors such as tr
great-way tiwov®stment

s
ansportatpoomotel ecor

The HLED is organized around three broad pillars

1. Promoting competitiveness and connectivity;
2. Fostering economizngriown hvatpreducdndity

The White House, Of fice of -Mhxi PocHisglekbaedchrEcoffdmice¢ Dheal
September 20, 2013.

16 International Trade Administration, Department of Commeirigh Level Economic Dialoguéact Sheet,
http://trade.gov/hled
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3. Partnering for regional and global 1leadershi-

The HLED is also meant to explore ways to promot
encourage the devel opment of htemanmrgygapcbobabmyp ms
well as examine initiatives to s-Mexenhgohkbar deonor
region.

Hi glhe vel Regulatory Cooperation Council

Anot her bil ate-Makie tlfebbieglh i Re guhlea tUorSyy Cooperation
(HLRAG)uunched in May 2010. The official work pla
on February 28, 2012, and focuses on regulatory
including -cfeorotdi fsiacfaettiygn ef or pl ant s vaenhdi cplleant pr o
safety standards and -peokthluyreasd oabhhohechnoi logan
standards. U.S. agencies involved in regulatory
Administration, DepartmenthspbdbrAgtionlt Of¢j cPepdr
and Budget , t Blenptaerrtimoern,t aonfd Occupational Safety a

29Cent ury Border Management

The United States and Mexico are engaged in a bi
Delcaration €CO0amactumynBoRder Management that was a

initiative 1is a bilamiera-MdrxSforbotdemanhgoughet B
cooperative efforts: expeditimlgi d egafetmpt emd magi
security risks; engaging border communities; anc
regulatory, and/or infrastructure changes that v
coll ab®Wiathi ame.s pect utree,p drhte iimfirtasattriwet speci fies
commerce and travel through invest neThhtes tiwio per s ¢
countries established a Bilateral Executive Steece
representat irwes ifartoem ftehdee raapp government depart me
United States and Mexico. For the United States,
Departments of State, Homeland Security, Justice
I nt ecarnlde f ¢ ns e, and the Office of the United Stat e
includes representatives from the Secretariats ¢
Credit, Economy, Public SecuritylLt Coenmuand atth o n s
Of fice of the Attorfey General of the Republic.
North American Leaders Summits

Since 2005, the United States, Canada, and Mexic

economic and security 1i.s sPuree€sciodhegnotu Wh Busgh ocoasd eRhr
Barack, OWwamh t he 1 eaderparotfi tMepxti tceol aatheadroa@la nsaudnami t

17 Department of Commerce, International Trade AdministratibB-Mexico High Level Regulatory Cooperation
Council http://www.trade.gov/htc/.

18U.S. Department of State, Bureau of Western Hemisphere Afthiited Statedviexico Partnership: Managing our
21st Century BorderFact Sheet, April 29, 2013.

19 For a fuller discussion of the 2Century Border initiative, Se8RS Report R41349).S-Mexican Security
Cooperation: The Mérida Initiative and Beygray Clare Ribando Seelke and Kristin Finklea

20 For more information, see U.S. Department of Homeland Sec2tisg,Century Border: Documents and Fact
Sheetshttp://www.dhs.gov/documentndfactsheets
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as the North 8memmi tan( NA_LS¢rsThe first NALS t ook
Wa ¢ o, Tewaadso,] lowed d By idwmerads summits in Mexico,
UnitedPS¢atesnt Obarhad apsatmtmi ¢ i paat ddnien 219, 2016, i
Canada, with an agenda focused on economic compe
environment, gtebabneboparati®®Pmressdemti Dp,nadnd Td e
has mnot i n dhiiAdamtiendi spthraamtkieotno cont.i nue NALS effort:
The United States has pursued other efforts witdh
upon theshmeampl of the working groups formed unc
the North American Competitiveness Work Plan (NA
Competitiveness and Inffovation Conference (NACI(
Proponents of North Amaridaen coomppataittiione wd £sw & thd
constructive to addressing issues of mutual 1int e
the areas of North American regionalism; 1inclusi
educationrléematgychndge; citizen security; and 1
outreach to Central America and other countries
that th@&nd umimhd¢ s tarriel antoetr aslu besftfaonrttisv ee reincoamg h and
leadermakbothdir cmerste quugesn tmiemrgde mwel o tha nfiosl thso wt hat a
action oriented. Ot hergo cfoanrt eienmda luhighthantd mt hrei gehftfsor t s
issues or di-sebsseéednsiohedcagin Mexico.

=
-
™

Me xican Economy

21 The White House, Office of the Press Secretaagt Sheet: United States Key Deliverables forab&6 North
American Leaders' SummHact Sheet, June 29, 20bétps://obamawhitehouse.archives.gowthess
office/2016/06/29/facsheetunited stateskey-deliverables2016north-americarleaders

22 See Department of Commerce, International Trade Administratiorth American Commercial Platforat
https://www.tade.gov/nacp

23 Angel Gurria, OECD Secretai@eneral Global and Mexico Economic Outlook 2Q18rganization for Economic
Cooperation and Development (OECD), January 13, 2@ti&//www.oecd.org/mexico/glob@ndmexicoeconomie
outlook-2018.htm
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Me xiscoeconomy is closely linked to the U.S. econ
ties between the two countries. .Ek® nfoan ec agsto wd the
the next fewcoynrnamscipgaopoatd sD%, 3 pesciotridiegodtol 6o
economiven, external constraints but falling shor
significant cut in® poverty and to create jobs.

Over the past 30 years, Mexorxcd Watsthhad avidoawgecg
rate oMe x2iscoo@DP gdad&wibhy 2M0N1%7 iamn 2 0221.6. The country I
from important structural reforms initiated 1n t
recession of 2001 and nt nef 2I00Wa la deveeamseerhiyc add wrcttt
of fset ths gdédfoernmehnd improve macroeconomic man:e
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The OECD outlook for Mexico for 2018

states that there ar e FigueheGDR GrewthiRatesfoitheg s i gns

f or tpioatleneconomic gr owt hUnited btatgs ang Mexigo

improvements 1in fisc|

responsible and reli y 0
curb 1inflation, gr ow . |

expgoer and inflows of 3§ M

investment, and posi \, lue to
government reforms i ¢ \ s,
energy, labor, educa & ” \I uctur al
reforms. According t . V !
implementat’sontoficMa ’

reformadae¢e oad diflwm o ht he . 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

annual growth rate?*o oo~z my .

While these achieveme s Cﬂ‘saus‘fngdgtaefromlﬂw@E%oii’noﬁwisit ve,

Mexico continues to fqnfe”@ene%git_gnificant

challenges in regard to alleviating poverty,
decreasing informality, sdtrreess g tnhge rciowr g ujpu d iomi, a la ni
labor prPoductivity

Trends 1fsn GMePxigccoowt h generally folllwglr&. econo
but with highersf¢toonaomyipsanshi Mekycdependent on
the United States, assappporimaactyd8OPi nédMEar c
The csuwmtuty ook will Ilikely remain closely tied 1
Mexiscoefforts to diversify trade.

Informality and Poverty

Part of t Hse rgeofvoerrmm neefnftor t s are aimed at making e
redunatctomeiinequality, improving the quality of e
poverty. Mexico has a large informal sector that
of total employment. Estimateasrypnwtdlhel 9 zwi olf ¢ &
sources estimating that thet hinrfdoromfalt osteaclt oermpalcocyc
others estimatinghitdsoolbethe WwWoghklfeogalkwo Under |
framework, workers iadthe formniedewotokensecenpl o
registers them with the gdsvesroncmeanlt saencdu rairtey cporvoegr
I nforcntaolr sworkers -sakbadeddnewdr hksramphoyade usual
These workersgrhawe ovareinotust ldkeement to ot her socia
workers can be employed by indsstviyesadmachNenas cor
employees are defined by social marginalization
categories These workers may include agricultur
street vendors; individuals who wash cars on t he
Many workers in the infor mal s ecft oMe’ssiuohodreer fr om
serious and pressing economic problems for many
progress in poverty reduction efforts,spoverty ¢
devel opment . The 'sMexXifoaord sg cvweprandmerntty have focuse
cash transf f ePrr opsrpeg raavmso.uGsplidyre t cuaplilpeadd e s am s eeks to
24 bid.

25 |bid.
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only alleviate the immediat-kiaflfecansdErpovbnotyt
the cycle mpfr pwiveg tmwutbryi tii on and health standard
increasing eduPnospasndpnoeoviadadieaash transfers to
Mexilktamseholds located in lokttalhascecbedmomeplidcdt
about two dozen ¢ oundTrhice prtolgmraung pawtvitdees warslhd .t
families in poverty who demonstrate that they 71 e
certify that children are att ednudciantgi osncahlo ocla.s hT h e
transfers to participating families. Programs al
nursing women and ?malnourished children.

Some economists cite the 1nf dsrneaclonsoemeitco rd eavse lao phm
Ot herr tesxpceont end ¢ dhaita Mexgnegrams benefitting the
increases in informal empl oyment

Structural and Other Economic Challen;

For years, numerous political analysts tand econc
political and economic structutradmredonrmmi ¢ og n any

PresidentwaPse fisau cNbeestsokulh gi 1t he gridlock 1in the Mex
passing reform measures mélhrek I os ts dttihardr Intaltient e ¢ o n ¢
challenge forsohengover fimkbhti mplememteatdiedn tef th

progress furtheAccionr doitnhge riMk xtiyk @ r@a&@D, i mpr ove adm
acity at al lanlde vreelfso ronf 1igtosvSejcuhdm acwidauiHoahvse s ai t ut i
ong potential to boost living standards subst
ome iThheeq uUQHGD ysstsauteesd rtehgaatr dii ng human rights c¢o
cowemgtsioomrhal ledgedbet hddressdd by the gover
ect economic conditions and living standards.

ding to a 2014 stndyibygteéeheMMeKecashkydGiobat
lly competitive indust®Thesstmdygpodessetcbedsa
natuce of the Mexican economy in which ther
icated autaocnootriivees ,a nmdu lateirnoastpiaocnea [fs t hat ¢

and universities that graduated high nu
consisting of smaller, more traditional
cotpievrea,t eadn dout s i d¥Thbhestfodmadt ecedomyat th
reforms had fail to raise the over
s, liberalize tr e, andowolmyomd afior
y productive 1in ich numerous 1indus
essful in touchi other sectors of
d, informalitys wpalsu®nrgiisnigng, and produ
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26 Adriana D. Kugler and Ingrid RojaBO CCTS Improve Employment and Earnings in the Very damm?
Evidence from MexicdNational Bureau of Economic Researdfprking Paper 24248, January 2018.

27 For more information, see the Mexican government website: Secretaria de DesarrolldPBuspaia Programa de
Inclusién Socialat http://www.prospera.gob.mx

28 SeeCRS Repa R42917 Mexico: Background and U.S. Relatiginy Clare Ribando Seelke

29 Eduardo Bolio, Jaana Remes, and Tomas Lajous, étalTal e of Two Mexicods: -Growth and
Speed EconomivcKinsey Global Institute, March 2014.

30 |pid.
31pid., p. 2.
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Energy

Me x isc ol-toanrgm economic outl ook depends ileanreg eolfy on
the largest oil producers in the world, but it
esult of natur.alAcproaddu cntgi am dencdluisntersy expert s,
resources tboesmppecbverkong total production,

However, the country does mnot have the technic
potenagapwat edre projects or shale oil deposits 1in
t h
Me
wi
st
U.
s e

Th
en
w h
na
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e Tchoenyt rwoill.] | i-Metxiyce xpanadgW.tStade and provi
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vices.

ho fwapsarticular 1importance for Mexico and 1t
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NMAFeTrAenegotsatioast INAF The Re w cagnodt it alvlek olh. oS .

o o0 3
o
o

(¢}
-+ X O
O = o

cifically <cal I'se de nfeorrg ya Tgnmoodwdi$ i€ oxnast.i o n
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rs contend that much 1is t
onomeci aklptiownshgprd to Mexico as
cgwglh t Mooxmiadd ywas ntet exporter of hyd

A a
r al e

t

t

o S o o

0
t e
e s
ed Sta
in
rt
en investmepowenedewlrpaeturaelitgageneration
@

Mexico. They argue that the dispuptteers eotft ltehme n't

p
a

North American Free Trade Agreemens ( NAFTA)
gy sectos. ededegry NABPAer, parties confir med

t

S

1
1
t

2013 historic constitutional energy refor ms
can Congress. Thse emefrogymss ¢ocpieimaerdt oMgepxeciocdon © a ¢ t
h private and foreign inves$ohydwhcbebbtrsepundg

d

companies invodowttadr,nadg hwehlydaowocanbhboast suct

S

onal ownership of all hydrocarbons resources
icipation in its energy sectorrowWinder NAFTA,

nada Ag) etehmadnUSitiatd gfst e $ or ve and strengthen inve
ss,owmdds¢nterprise disciplines benefitting
ditnegotthgdontgdtvkeat stheebrni sagp8tts North Amer
ity and independence, and -oppreonmont ge®sr et fhoer neso.n t

C

stake for

a
r

s had a trade surplus in 2016 of alr
ing Mexican oil production, lowéed oil pric
s The Mgxawtoh in U. S. exporetdformsl awhaelh dua

ar

tme observers contend t haNAFITiAs mwmtde tsheet tplreompeo
Cwill defend the interests of the U.S. govern

F

agreement will helpapodidatredtnvi@.sY memulst ii mi IMeixdm o .
weakening’sofdliNARTA s e twoludlmlsmtl tprimvilsisensprotectd:i
investors in Mexico dnd less investor confidence

Me x i'sdRe gi onal Trade Agreements

Mexico has had a growing commitment to trade i

nt

formation of F/Jassd siitnsc et rtahdee 1p990iscy is among t he

32 Office of the United States Trade Representative, Executive Office of the PreSigmmary of Objectives for the
NAFTA RenegotiatioNovember 2017.

33 Duncan Wood, "Protecting Mexico's Energy RefornigalClear World August 14, 2017.
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Me xiscopursuit of FTAst wonhhyophoevidesntdomestnc ec
could also potentially reduce i1its economic deper

Comprehensive and -PaogfiessParet Tenanbkip (CPTPP

Mexico sigiPaditthe Pradnerisaltiepd (rRH),naad nfegoe tra
(FTA) , but which has not entered 1nto force, a mo
Chile, Japan, Malaysia, Mexico, *NewJZaahagd20Pdr
the United StatethegatwvhkenmoTPRBesignatories that 1t
agreement

On March 8, 2018, Mexico and the 10 remaining si
Comprehensive anRa cPirfoiga eBaritvree flslminp ( CPTPP) . The
announoadlihes of the agreement in November 2017
January 2018 . whlihceh GWPiTIPIP enact much of the propos
of the Unist esdtSttanetddghkcece mif dlret €e3q0u,i r2eGcli sathbyie of t
11l signatories. tAs boefc oQmet cebfefre c3tli,ve2 018, Me x1 ¢c o,
New Zealand, and SingaplUOUpen handt rwn t iimddeudd et thaereda g r ¢
eliminate tariff and semtvicieff{ bhadriagrsd cadtgoed
links Mexico already has th€Comghaj t€htFITAs Waphnoy

Peraand expand its trade relationship with other
Mal aysia, Nenw aZpeoarlea,n da,n dS Vi et n a m.

Me x i'sc oFFe®@de Agreements

Mexico has a total of 11 free trade agreements i

with most countries in the Western Hemisphere, i
NAFTA, (Cohliolneb,i a , Costa Rica, Nicaragua, Peru, Gu
In addition, Mexico has negotiated FTAs outside
agreements with Israel, Japan, and the European
Given the pegcoptterctofHdHOnd stisiemtiment 1in the Un:;
experts have suggested that Mexico is seeking toc
deepen e x®1Isnt iandgd iotnieosn. t o be Magiamalp @ htey EtUo t he CP
renegdthiEAand modernize it Wisbuspdoanediprodobudesdo:
government procurement, energy ¢tr-add, mé @ Rumr ot ec
sized biUthenanseweagreameafileadcd oa previous agreemen
Me xi do tchre E U *fhr 0 ma @ rliebed neexnptae loltadd dnots ¢ al 1l goods, 1in
agricult utroa Imopvreo dbuecttwse e n E #f r dfeex 1 aandds ioNpeaxritcyo tdou ttyh e
Pacific Alliance, a r1tegionaUolionnmbeigar,a tMeoxni cion,i tainadt
2011 Its main purpose 1is to form a-Pmnecgifoamal tra
region. The Alliance has a ,ilanackedingopbkethnae f me
of

people andameastheestbvookimaeRBets of member cou

34 SeeCRS In Focus IF10000,PP: Overview and Current Statusy Brock R. Williams and lan F. Fergusson
35"Former Latin American Officials: Shift Trade Focus to EU and Asia over U\8atld Trade OnlingApril 5, 2017.

36 European CommissioEU-Mexico Trade Agreemenn Focushttp:/ec.europa.eu/trade/policyffocus/edmexico
tradeagreement/

37 SeeCRS Report R43748he Pacific Alliance: A Trade Integration Initiative in Latin Ameribgt M. Angeles
Villarreal.
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NAFTA

NAFThAas been in effé@Prisosrnte NARTAr yMéfbPdo was a

liberalizing its protectionist trade and i1investrt
restrict i vbee gtarna daef sreergeiMmex u¢ o onary period, and re
mi-8980s, when it began HDoiehtttd etcomomyr e Fope Mg x
with the United States representedca waywatterl ock
flows of foreign investment, and spur economic ¢
represented an opportunity to expand the growing
represented a political opporxtiwmwmi.ty to 1 mprove t

NAFTA Rene gaontdi atthidbert/i-GGoona da Agr eement
( USMCA)

OnNovember 30, 2018 the United States, Canada, a
Concluded on September 30, 201 8, BEMEA would rev
oposedwdllhddGA t o be approved by Congress and r
efore ent eRumsgua mttroa dfeo rpcreoomot i on aut hority (TPA
reement with Mexico was notified to Congress ¢
gnfi ntgheo agreement ppoeloadceth 6AnMerxeiacso Manuel Lopez
fice on DecdBPBPecoht a2fd8certain notification a
kely awmigbhspdeh ation of i mpll di€eomtgit’regs sl.e gi s 1 at i ¢

— 0o »v & oo
i—‘-)—h?—“qq -

USMCA, comprised of 34 chapters 'asndhdpgteisde 1et't
making notable changes to market access Pprovisic
rules such as 1invest menitn,t eglolveecrtnunaeln tp rporpoecrutrye nreingt
issues, s uch aoswndeidg ietnatlecroprraidspefsi,® nagnttaind currency
are also addressed.

NAFTA renegotdoppoonuproveset o modernize the 1994
isswe¢scowvered in the original text and updating
providers, and agrdecfuflotrutrsa It op rwidtuhcdereastwh afprpoons eNAF T
Trump Admiddotmadimhaomheéonegotiatiomstdbekaunsci f hel
United States pulUosntoeuntt ioofu st hies saugerse @imtc atdhley ne go't
inclauwteo rul eSS umfsedriediamseda to the trade deficit,
provisions, and agrilcupdrtaadwece.rovisions on seasaor
Possible Effect of Withdrawal from NAI
President oTrr uDwepc esntbactheadlp h€®ds8 to notify Mexico a:
intends to withdraw from XNANBKTWI wht hdnewatebygft
United Staocowrmgr opysioandlo appMCwvWadu lods it ghnee fpircoapnots e d
impligotingngd oUr. Barradd efaoprd 1-Me i c 0 e c o n oNmince rroeulsa t i on

38 SeeCRS In Focu$F10047,North American Free Trade Agreement (NAFT#) M. Angeles VillarrealandCRS
Report R42965The North American Free Trade Agreement (NAFBRXM. Angeles Villarreal and lan F. Fergusson

39 CRS In Focus IF1099Proposed U.SMexicoCanada (USMCA) Trade Agreemghy lan F. Fergusson and M.
Angeles Villarreal

40SeeCRS In Focus IF10038rade Promotion Authority (TPAby lan F. Fergusson
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41 Sherman Robinson et alyithdrawing from NAFTA Would Hit 187,000 U.S. Exporting Jobs, Mostly in Heartland

Peterson Institute for Internationaldmmics, November 16, 2017.

42 Terrie Walmsley and Peter MindReversing NAFTA: A Supply Chain PerspectingactEcon, Working Paper,

March 2017, pp. 2@7.
43 bid.

44 Testimony of Christine Bliss, President of Coalition for Services Industries (CSl)eMdags and Means
Committee Subcommittee on Trade, July 18, 2017.

45 Robert E. ScottHeading South: U.SViexico Trade and Job Displacement after NAFEAonomic Policy Institute,
May 3, 2011. For more information on the trade deficit, GBS In Focus IF10B, The U.S. Trade Deficit: An
Overview by James K. Jackson

46 Cassandra Waterksabor Rights Protections in Trade Deals Don't WokEL-CIO, October 23, 2017.
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47 Similarly, while NAFTA commitments on gernment procurement would lapse if the agreement terminated,
procurement commitments would continue under the WTO Government Procurement Agreement.

48« Wh at
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November 27, 2017.

49 <«
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World Trade OrganizatioWyT/DS551/11
— Certain Meaures on Steel and Aluminium Products a t
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds551_e.htm

50 For more information, seERS Report R4524%ection 232 Investigations: Overview and Issues for Congress
coordinated by Rachel F. Fefer and Vivian C. Jones
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The conclusion of thespltvpoerdallSMEAsdit Hensetctio
imported steel and aluminum from Canada and Mexi
tariffs, which some analysts believe could resul
steel and al umi num.

In response to the U.S. action, Mexico and sever
settlement proceedings and announced their 1inter
announced it would impose retanhgasdorgstamattdc¢d $3
billion woratsh sdhdcbd¥eMaeidné co is a major U.S. partne:
aluminum tradeankad20¢TonMexatoer Canada, among
both steel amnaMe xailciomitnruamd.e U.nS.steel and al uminum
as s hdéoahd én

Table 4. Mexi cods Retaliation

U.S.$ in Millions

U.S. exports

targeted for Value of U.S. exports Additional tariffs on

retaliation to Mexico, 2017 U.S. exports

Pork products $1,399 15-25%

Steel products $753 7-25%

Other processed food

and beverages $611 20-25%

Cheese $383 20-25%

Apples $276 20%

All other $268 20-25%

Total $3,691 7-25%
Source: U. S. exports estimated by using Mexicods i mport daf
Commodities were identified in Mexicobs retaliatory no
modi fying the Tariff of t heFedeeiRegistea(Diarib @figialdetta and Export

FederacionJune 5, 201&vailable at:
http://www.dof.gob.mx/nota_detalle.php?codigo=5525036&fecha=05/0§/2018

Notes: One commoditycode listed on the Mexican notice is newly established and does not have any
reported data for 2017; to estimate the amount of trade, CRS used the hilglvet, 6digit version of the
code (160100).

a. Examples include bourbon, stewed cranberries, andgpegppotatoes.

2Mexico’s Ministry of Finance, “DecndeEMpdri fheffemg Lhw, Tari f
Register (Diario Oficial de la Federacionjune 5, 2018.
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Table 5. U.S.-Mexico Trade in Steel and Aluminum, 2017

U.S.$in Millions
Additional
Imports tariffs on
Exports to from Trade imports from
Mexico Mexico Balance Total Trade Mexico
Steel 25%
Value (USD, mil.) $4,432 $2,494 $1,937 $6,926
% of U.S. steel trade 33.1% 8.6% -- 16.3%
Aluminum 10%
Value (USD, mil.) $3,095 $262 $2,833 $3,358
% of U.S. aluminum trad 43.4% 1.5% -- 13.7%

Source: U.S. Census Bureau, accessed via Global Trade Atlas.
Notes: Steel and aluminum are defined according to the commodity codes detailed in the U.S. Commerce

Department s Section 232 Investigation Reports.

Dol pf#piaf e Tuna Labeling Dispute

The United States and Mexico uanrdee rc utrhree nWI Oy riengvaorl

U. S. doalfpechilmmbel ing provisions and tuna 1imports
Uu. S. l abel i ngs arfuel etsu nfao rn edgoaltpihvienl y affect its
The United Stateods cosmret confdsnettlsa ta nMe xihaasing dol ph
of tuna is harmful to dolphins. The most recen
April 25, 2017, when a WTO arbitrator deter min
restsioniomports from the United States worth
the decision based on a U.S.“WiOtToma fDPDompaoOd 3
Proce®ddbumwngsdid not make a complianscef¢udgment
labeling rule that the United Stat'ssphasvi suwsd d
rul Pngs.

Di spater U.S. Labeling Provisions

The issue relates to U.S. labeling provisions
may volunt ar f'dloyl pbheifBdr.aobdeulcetds amsay not-sbh el abetl bd
tuna 1is caughtl ubde menatnesn tti hoanta lilny encircling dolop
Of fice of the United States Trade Representat
met hod when fishing for tuna. Mexico asserts
tuna effective adcess to the U.S. market

53|sabelle Hoagland and Jack Caporal, "Mexico Awarded $163.23 Million Annually in retaliation Against U.S. in tuna
Fight at WTO," April 25, 2017.

54Office oftheUnitedS t at es Trade Representative -GaleSTanRDabelingU. S. Appeal

2

Dispute with Mexico, Januvary 23, 2012.
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The gove
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carry 1n
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di e . The
Me xi can
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Bumbl ebe
Me xi can
mar ket f

rnment of Mexico requestseadf et hreu 1l&nsi tteod St
Meoxnignad i ng tuna fishing technique. It ci

t had ¢alephilwy merdtualei ty from its height

dependent obser veHoswewheor ,c asno mvee reinfvyi rdoonlnpek
hat monitor the tuna industry dispute ¢t}
ing the chasing and netting, some are W
l phin calves may not be able to keep pac
se groups contendlabeting rhquiUnemedt St a
tuna c“dol gshabfmch d m bietl eids amot . However, an

rson representing three major tumna proce
e, and Chidhat df St heoSmpaniesntwomd d pr ol
tuna even -sfiAfetbesalabcwohudlsde sncodtmpbpeh iians t
or tuna t hatsaifse nithtnncearught in the dol phi

WTIO Tuna Dispute Proceedings

The tuna Itaeb ebleigmgn doivsepru 10 years ago. In April 2
lifted an embargo on Mexican tsuanfac ulnadbeerl .r eTlhaixse dw
accordance with internationally agreed procedur e
encouraged the unharmed release of dolphins fror
Francisco ruled that the standards of the 1aw ha
San Francisco sustained the rulriatg oinn Jtihley Cbdlnlnk .
Department ruled on Dec esmbfeer 13alb,e 12 Onfaly, bteh aatp ptlhiee
observers certify that no dolphins were killed c
Environmental groupbLodhbwehermodifiedatwni smitOmn oAp
Uu. S. District Court for the Northern District of
from modifying the -ssatfaen d aarbdesl .f cOmn tAluegudal Phi 200 4
court 71 utlthced Bwsah nSdmmoids fi catomafefsthedadodphand
reinstated the original standards in the 1990 Dc
decision was appealed to the U.S. Nihlmeth Circuit
Administration in April 2007, finding that the I
determination on scientific studies of the effec
In late October 2008, Me xi co 1 nintiitaetde dS tWTtOe sd,i s p v
maintaining that U.S. requirements for Mexican t
“dol pphaiflc]a bel for its products. The United States
proceeding in the WTO aNAFtTAadi sphbateasesb¢ umo v ad
According to the USITRck ehd wtelvactr , p Mexa®donf or set tl

n
Septembe
provisio
result 0
Uu. S. l ab
ma s uttd b e

r 2011, a WTO panel determined that the
ns wer @anlye gidtviematee eafdfk cttlsatfel t by Mexic.
f choi'tesowmaflies biyn Meklie®ot and canners. F
el 1 n gmoprreo vriessitornisc ttiovebet han necessary to
Obama Administration appealed the WTO 1

5Tim Car ma
56 |bid.

0f fice of
Di spute wi

58 |bid.

n, “Tuna, meat | ab e WashingtonlPoslagnuatyd® 20h2i ghl i ght WTO ¢

the United States Trade Re {SafeTurahabelingi ve ( USTR) ,
th Mexico,” Januvary 23, 201 2.
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PO CNOT TINS5l DO
SO0 O 0 OoOp o —TOoOPB

G'—-@H-«-*'-:zo
® ¥ o 0 0o ® O

May 16, 2s0 1Rp,p etlhlea tWTOBody overturned two key
11 WTO dispute panel. The Appellate Body found
obatuteadbecause they treat 1imported tuna fror
e Appellate Body elaomrehett&&dSMekune 1 abeling
adkdes trictive than necessary toimed®Bltdhs . U. S. 0
ited States had a deadline of July 13, 2013, t
13, the United States 1ss uwead ea [faibnealll irnugl er eaqmueir
bring it into compleigmnae meinttls .t D0 WbQ@ elmbleeal iln
quested the establishment of a WTO compliance
mpliance panel announced that it expected to i
P4 n Aprid RaOne&Sl, rmthled against the United State
S. labeling modificationss uhifahirfilyg idndwst my.nat
November 2015, a WTO appellate body found for
preventing dolphin bycatch violate intermnatic
ncerns with this ruling and stated that the pe
asures that Mexico did®%®otMdrshpulé, o20W6r e Mazsgi
nounced that i1t would ask the WTO to sanction
ainst the United States floirng.t sThfeaiUmirtee d¢ oS tcaotr
umtregrued that Mexieatconl dossakpeuntthoobpncession
6
0

rch 22, 201 the United Statsafenhebated that
quirements tuna products to comply with the
incr e asle sl afboer]l itmgnar caught by fishing vessels
t those operating in the region where Mexica
sting requirements that establiisth ttochebemet hod
¢dl oeldpshaifiethhe Humane Society International annou

actions to incre®ase global dolphin protect:i

=
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Sugar Disputes

20
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ag

14 Mexican Sugar Import Dispute

December 19, 2014, trhcee U.IBQC)Despiagrntemde natn oafg rCeoer
vernment of Mexico suspending the U.S. counter
ports from Mexico. The DOC signed a second agr
porters suspend)ndubty anvesdtumpgpangoOoA®Dn 1 mport s
reements suspending the investigations alter t

®Daniel Pruzin, “Appellate Body -Oolphinlaheling Requtement,P’anel Findin
International Trade ReporteMay 24, 2012.

60 For more information, see World Trade Organizatidnited Stated Measures Concerning the Importation,
Marketing, and Sale of Tuna and Tuna Produatailable ahttp://mww.wto.org

88Br yce Baschuk, “Mexico Prevails in BloombergBNAAPTI@4, Di spute Ove,;
2015.
2Bryce Baschuk, "WTO Ruling on Tuna Bloorhbery BNABecember3, ‘< Ser i ous
2015.

63 Bryce Baschlg, "U.S. to Revise DolphiSafe Labeling to Comply with the WTOBloomberg BNAMarch 22,

2016.
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the United States by (1) imposing volume 11imits

setting rmicnei Muenv epl s ®% n Mexican sugar.

After the suspension agreement was announced, tvV
Company and AmCane Sugar LLC, requested that the
investigations on sugar 1 mepsorftisl efdr osne pMerxaitceo .s ulbhne
January 16, “i2n0tle5Sr,e sSctleadit npisnrgt The companies ¢l aimed
statutory standards to seek continuation of the
requests to the I TnC,e sb,y ttoh er esvaineew ttwhoe ctowmp aDe c e mb
agrechkme sL TC reviewed the sugar suspension agre
eliminate the injurious effect of sugar 1imports
the agreementUnbdetewe &t attleks and Mexico that suspe:
Mexican Economy Minister Ildefonso Guajardo Vill
supported the Mexi®®an government position.

The dispute began onmMaidichn2 Sugatl £Loawhden omnmha nd
a petition requesting that the U.S. I TC and the
Mexico was dumping and subsidizing i1its sugar eXf
claimed thatsiddimped swmglarrs udbxports from Mexico we
producers and wor ker $s. aTchteiyo ncsl awiomuel dd tchoastt Mehxei cion
2014. On April 18, 2014, the DOC announced the i
sugar si mpomt®MaxMayg. 9, 2014, the ITC issued pr ¢
there was a reasonable indication a U.S. industr
Mexico that were allegedly soladndnalthegddaliyed St
subsidized by the® Government of Mexico.

In August 2014, the DOC announced in its preli mi
United States was being unfairly subsidized. Fol
the DO€dsthat it would direct the U.S. Customs a
deposits on imports of Mexican sugar. Based on t
cumulative duties on U. S. imports of tMeexican s ug
CVD order Additional duties of between 39.54% a
following the pr®Thiemifnianrayl AdDe tfeirnndiinnagtsi.on i n he
expected in 2015 and had not beemeissgreeddwhen t}
The Sweetener Users Association (SUA), which 71 erg
ot her food compani €s ,diavregruseiso ntahrayt ttahcet icca steo idsi s t
of distortion 1i#athdeéelléS S sgessuuggaarr > hpatrokgeota me nds t ha
64 SeeCRS In Focus IF1003#4ew Era Dawns in U.S9Viexico Sugar Tradeoy Mark A. McMinimy.

65 Rosella Brevetti, "Two Companies Step Up Attack on Deals Commerce Negotiated on Sugar From Mexico,"

Bloomberg BNAJanuary 20, 2015.

Emily Pickrell, “Mexican Trade Official Praises ITC Decis:

BloombergBNA, March 24, 2015.

67 See International Trade Administratidfact Sheet: Commerce Initiates Antidumping Duty and Countervailing Duty
Investigations of Imports of Sugar from Mexiabhttp://enforcement.trade.gov/download/factsheets/factsherico
sugarcvd-initiation-041814.pdf

68 U.S. International Trade Commissidugar from Mexico, Investigation Nos. 70A-513 and 731TA-1249
(Preliminary), Publication 4467, Washington, DC, May 2014, p. 3.

69 CRS In Focus IF10034ew Era Dawns in U.9Viexico Sugar Tradeoy Mark A. McMinimy.

70 Sweetener Users Association, "SUA Statement on Commercatbemt's Postponement of Preliminary
Antidumping Duty Determination," press release, August 21, Zttipt//sweetenerusers.org
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bet ween 2009 and 2012, U.S. sugar prices soared
program, providing an incentive for sugar grower
users asgshdosiatisaadt ed in a surplus &6&Thsu§WA and -
has beesnt aandlionngg critic o4 the U.S. sugar program

Sugar and High Fructose Corn Syrup Dispute T

In 2006, the United Statepuardi Mowil va nige salgaed ae
corn syrup. The dispute involved a sugar side 1e
the side letter entitled it tofsde pumeer sNABTA,s 1
while thaetddnigargluesSd that the sugar side letter 1
addition, Mexico complained that i1imports of high
the UnitedtOt@tde d umpn ndgu mplitn g ndpuotsieedst afhotri s o me t i
NAFTA and WTO dispute resolution panels wupheld LU
colluded with the Mexican sugar and sweetener 1Tt
United States.

In late 2001, the Mexicant Comigmks sma dnp owictdh ac @101
sweeteners to aid the ailing domestic cane sugar
annually despite U.S. objections. In 2004, the U
initiated WTO di s puatgea isnestts | Meix€ifSctot pxocaadi igd¢l owi
decisions, the WTO panel i1issued a final decision
U. S position. Mexico appealed this decision, ar
upheld it OQatobgr 2a0July 2006, the United St at
would eliminate its tax on soft drinks made wit!Hlk
The t a was repealed, effective Januwuary 1, 2007.
The United Statess waenedt eMeexri caog rreeceancehnetd ian August 2
agreement, Mexico can expoifre20@,000hemdniitedt &1 s
October 1, 2006, to December 31, 2007. The Unit e
dufyee to iMegxitchoatdutri me. NAFTA provides for the
January 1, 2008. The House and Senate sugar cauc
questioning the’sBdeheAdmnat s o nsatrhpplou sMasgwegaor ipr cad
to allow Mexfiraem sagass dftfa yt he U. S. mar ket

CounofOrigin Labeling (COOL)

The United States -wdhgiignwnolluaudbedlimga (€COOLt)r yrade
World Trade Organization ( WIr)l wietahr sCa nwahdiac ha nhda sM
been r’4Meoxdiveeadn and Canadian meat producers c¢claim
requirements for animal products discriminated a
labeling requirement smecarte aptreodc easns ol rnsc etnot iuvsee feoxrc 11

" bid.
72"Commerce Finds Countervailable Subsidies in Mexican Sugar Trade @#ske Trade Online August 25, 2014.

73 See“Bush Administration Defends Sug@eal to Congess’; Inside U.S. TradeNovember 3, 2008:Grassley, U.S.
Industry Welcome Agreement with Mexico on Sugar, HFG@&ernational Trade ReporteAugust 3, 2006; and,
“U.S., Mexico Reach Agreement on WTO Soft Drink Dispute Compliance Dedadlimernational Trade Reporter
July 13, 2006.

7 For more information, se€ERS Report RS2295&ountry-of-Origin Labeling for Food and the WTO Trade Dispute
on Meat Labelingby Joel L. Greene
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animals because they forced processors to segresg
U.Born animals, which was very costly. They argu
barrier to ttidddd.e AHAaWRQ@ apnp June 2013 ruled agai:
States appealed the decision. On May 18, 2015, t
the U.S. arguments ’sagfaiiMBMitm gshee apmr & vGaomiasnd gp ameerl e ¢
imposing retaliatory tariffs on a wide variety c
vegetables, juices, meat products, dairy product
ot h®r s .

The issue was resol Appr oviheina tt hePn LaAd)Bl14a d a2 @6 (
repealed mandatory COOL requirements for muscle
ground por k. US DrAe mo wiure gb caroiufgnitmrayll artbwelle ng require:
these products. The 1 ufTTehet oeoskt ienfafteecd eocno nMamicch e,
associated with the final rule are likely to be
Agricult ufAec coWSIDA) to USDA, the estimated benef
wholesalers, and retailers of previously coverec
billion in cost avoidance, though t hcet eidncr e ment a
firms had adjusted their operations.

Th di spute began on December 1, 2008, when Cana
United States concerning certain mandatory 1label
P.L.-1MI0As amended byP.tLh 49BH00Bn flrercnme mbbielrl 1(2, 20 0 ¢
requested tlot gtoiimnst.heUcSOSmnsluabeling provisions 1in
consumers at the retail level of the country of
p o %k

USDA labeling rules for meat and melaitv epsrtoodcukc t s h
and food industry groups opposed COOL as costly
main livestock exporters to the United States, a
distorting impact by 7r1educionggs tshhei pvpael di et oa ntdh en ulint
thus violating WTO trade commitments. Ot her s, i
maintained that Americans want ahd deserve to ko
In November 2011, the WTD tdhastputlk) sCEOOIL etmeamat eodc n
livestock less favorn2a)bliyt tdhiadn nlb. tS .meleitv eisttso cokb jaencc
complete information to consumers on the origin
States appeal ednteh@& OWDROQ's rt hpep eMIlOa 1@ Bady wupheld t
COOL treats imported livestock less favorably t6h

>World Trade Organizationited States Certain Country of Origin Labelling (COOL) Requiremeriéspute
DS384, February 22, 2016ttps://www.wto.org/english/tratop_e/dispu_e/cases_e/ds384_e.htm#bkmk384abrw

76 Mexico Ministry of the Economyimpact of Country of Origin Labeling (COOL) in the UNgexico Trade
Partnership March 2015.

77 Agricultural Marketing Service (AMS), U.S. Department of Agriculture, "Removal of Mandatory Country of Origin

Labeling Requirements for Beef and Pork Muscle Cuts, Ground Beef, and Ground Pér&deBal Registet 0755,
March 2, 2016.

8 bid.

7 World Trade OganizationUnited StatesCertain Country of Origin Labelling RequiremenBispute Settlement:
Dispute DS384http://www.wto.org

80 For more information, seBRS Report RS2295&ountry-of-Origin Labeling for Foods and the WTO Trade Dispute
on Meat Labelingby Joel L. Greene
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that it does not meet i1its objective to provide ¢
det eer mifn COOL was more trade restrictive than ne
In order to meet a compliance deadline by the W]
23, 2013, that required meat producers to specitf
bor n, r aaiusgehdt,e raendd, swhi ch prohibited the mixing o
countries. Canada and Mexico challenged the 2013
panel . The compliance panel sided with Canada ar
deci® i on.

NAFTA Trucking Issue

The
Stat
de

mpl ement ation of NAFTA trucking provisions

s and Mexico for many years because the Uni
NAFTA. &MeFxTiAc pmr ovaalme rfulall dactmessdero four

s in 1995 and full accMesxithnovghmmetrci ht¢ Ut
auhloerit et oa gorpecermetnet i nbuttheyUnanadt Sopetesite
een st wo tphonnnittyh e Tcdhdth e me aan -thdhrade rt rlomasds bu't
ot haul loads that originate and end in the
numbe r-d oonmi cMelxetdhaatanr riecred ve U. Sanwoopielrdat i ng a
i b
e

=
o o ~

5 s 0

tipueo htilbbe t i olna vend Mexnrciaenr s hauling freight
dMS8&tiad¢aes .carriers that already have author
tes would continue to be allowed to operate i

u
e
i

O =B o0 B g

enilt ed States delayed the 1 mpl esmaefnettay icoomn coefr nNsA
e Mexican goveortnhmemdedbpemeddt hat U. S. action:
S. commitments. A disputd&d rmpeosaaltuFteiborm aprayn €210 Oslu p
esident Bush indicated a willingness to 1implert
quired additional safety provisions 1in the FY2
P.L.8M.07The United States and Mexico cooperate
d engaged in numerous talks regarding safety a
o pil ot p rboogrrdaenksi tognu tcor ohsesl p res ol ve tshe 1issue:
l ot program of 2007 ’sanpdr o ghrea boafma2 (AldImi ni st r at i

5 TP oD o

> T R et g HdH COo t o oD ®n e
g B 00"

significant milestone in 1 mpl e menn tJaatnivoanr yo f9 ,U. S
20 whetnhe Depart mentsi ofie dlaramls pMat or Carrier Safet
(FMCSA) announced that Melxliocwmend nmbut echtn ul¢ogirgc r ® 5 8 W
border trucking seaglThiecdsantienr ntahd odmilt 8d oS thetrdho od
l awsuithof 0Ma2Nilrflt,jhr itlm Bt h €€ our ts ecctk i Aapgp etaolssh a1l t F MC
mov@n March 15jud@é¢7panehrdbeard the oral argumen
t he Teamst eQpse,r atthoer Olwmndeerpendent Drivers Associat
organizations. Thi¢ ha tFMClaAn ida alt nonts gamguate enou:
data during the pilot program to properly make a
ThNi nGihr cuit Court of Appeals RiOstmits snegd tthiag [IFavesS
has thievdmwdiscretion to grant Bperating authori

81 Rosella Brevetti, "Labeling Dispute Casts Shadow of Possible Retaliation on U.S. Exports irBa@drsfierg
BNA January 7, 2015.

82 James Jaillet, "Court Sides with DOT in Crdxwrder Trucking Case, Allowing mexican Carriers to Continue U.S.
Operation,” July 7, 2017.

Congressional Research Service RL32934 - VERSION7 - UPDATED 27



U.S.-Mexico Economic Relations: Trends, Issues, and Implications

Bush Admins sPrhofi oARrogram of 2007

On November 27, 2002, with safety inspectors angc

began tslkke tpr open U. S. highways to Mexican truck

labor groups went to court in early December

Co of Appeals for the Ninth Circwearte rul ed
an t o
s i

c
-

r e for Me x1 ¢ trucks to be allowed
re t hat deci on on June 7, 2004.

I n Fe
fr

<Qa g oo

-

-+
OQ—PQ—F
=T 5o
o o

¢]
-
2]
o o
o

ruary 2007, the Bush Administration announ
00 toampapmirdadsatfiwlnl access to U.S. highways
ment of Tr ans po ryteaatri opni 1(oD O Tp)r olgaruannt hteod aal Ioon
carri-mrbebeymmdr thel 250o0ne in the border
Ua ISI.o wirmmgc ks t o ¢t rhoecdebeaywmddec Maome coi al
s that the rogram existed, 29 motor ¢
y in the United States. Two ©érthese ¢
cepted, while two others mnever sent tr
d by the car*riers as part of the progr
0
e
t
h

w)
o
o ®'T ©
il = N S e B

h
t
c
e 3

o

he FY20 ol R.dla.tletlll Wppgopdiahionkawcin
, Congr s included a provision prohibitin

he pilo progr am. However, the DQTo gdreatne r mi n e
cause it ad already been established. I n Mar c
ebsosr der trucking demonstration project to the
i r e po)r tt hnea dFee dt ehrracle Moetyo ro bGaerrrv
SA) planned to check every pa
at it met safety standards; (
8menhedFMESEhods to assess pos
ect and %o enforce and monitc
8
h
h

8 Cons
S

, DOT announced that 1t wo ul

tibdlouste abpsoaetdi on Septembe

at would have prohibited DO
waeyrs abnedy ocnodmnte r ci al =z one. The
m renewing such a program unle
by the Senate on the measure.

9, the FY2P0 0L9-8)Q nkinkirbmisn aAtpepdr otphrei apt
progr am. The 010 Consolidated ABb.plr.epklilati ons
11)7, did not preclude f-hmndd Meamchai hguscheptil on
provided that certain terms and conditions were
President Obama to ftiendi na Iriegshotl uotfi Gtnhrete deaftifieac ttdsir sty
tariffs were having on UZ“®b a npar oAddunci’snri2s0t(réaetPiiokne t t i
Progyam

8Emily Pickrell, “Mexico Plans t-BoRé¢e¢nl TBlooneberg BNAL3 ws uit Cl1 o:
March 11, 2015.
84 Department of Transportation,Cr Bo® s der Trucking Demonstration Project,” Ma
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Me xi'sc oRet aliatory Tariffs of 2009 and 2010
In response to the abrupt end of the pilot progr
increasing duties on 90 U.S. products with a wval
begawmsimpg tariffs 1in March 2009 and, after reacl
States, eliminated them in two stages in 2011. T
covered a range of products thatonnehadepgr ddmets
and f8pbsequently, a group of 56 Members of the
th¥&®nited States Trade Representative, Ron Kirk,
the Administration °Fhea ebbiodaret itshaen tgruocwkp ngf i Me mbe
they wanted the issue to be resolved because the
“devas’iantpiacg on local industries, especially 1in
states. One tapedt ¢ hads tUiL Bat pot ato exports to Mz
since the tariffs were imposed and tHKat U.S. exrt
A year after the initial 2009 1ist of orfetaliator
retaliatory tariffs to put more pressure on the
di spfThe. revised 2010 list added 26 products to a
list of 89, bringing t hset anteews twoittahl at ot 09t9a lp reoxdpuocrt
billion. Products added to the list included se-:
cheeses, sweet corn, pistachios, oranges, grapef
ket chup, andThoet hlearr gpersotd uicnt st.er ms of value were t
which had an estimated export value of $438 mill
included peanuts, dent a®T hfel orsesv,i sleodc krsegt aalnida tootrhye r
lower than the original tariffs and ranged from
and other products that were bearing the cost of
of progress in resolvdngbohk touchke n@bamas uAdmmnai
numerous Members of Congress, that they were pot
result of this dispute.

In March 2011, President Obama and Mexican Presi
rod ve the dispute. By October 2011, Mexico had :
to Mexico.

Obama Admins s2@21tiBinlot Program

In January 2011, the Ob#imai tAidanli nciositcoeap(iio adgorcpusngesnetn
and then Mpxver nme nthafudr ta ucekw nlgomg 1l ot program wi
inspection requirements for Mexican carriers. It

monitoring regime in which Mexithamnd oepremriaerisn gwoul

8%Rosella Brevetti, “Key GOP House Member s Ifterpatonaddba ma t o De
Trade ReporterMarch 26, 2009.

8%Amy Tsluain, t“o0P Resolve Mexican Trucking Dispute “Very Near,’
International Trade ReporteMarch 11, 2010.

87 1bid.

8] nside U.S. Tr adeoMNe wWoMel xdi cTarna dRee tQanlliianteor y Tari ffs in Truck
U. S .eptembes 3, 2010.

8% nside U.S. Tr ade“bPo rWo,r | @h cTersaedse, Omrluintes t o Face new Tari ff
August 17, 2010.
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aut hority. The project involved several thousand
vehicles as are ne&®ded into the United States.

The concept document outlined three sets of eler

1. Pr-@perati ond nEllardenlt an applicanioarprecsss f
interested 1 shaauplp loypienrga tfioorn sl oimng t he United St
process by the U.S. Department of Homeland S
Justice; a safety audit of Mexican carriers
document @atxi e@ no £ oMise rlciicaeln sder ipvreorc e s s t o de mon
comparability to the U.S. process; and evide:
(insurance) of the applicant

2. Operations nEll amenrt snoni toring procedures with
and elmetrtroaiicchgubfvéebngl es -uapn d edvriiewe r s ; f ol 1
(first review) to ensure continued safe oper.
review) upon which a participating carrier Ww
authority; and HMW@SA rienvwsiuerva ntchea tmoinnc or i ng an
alcohol collection and testing facilities.

3. Transparenciyn cHluedmedntrse qui red Federal Register
FMCSA; publically accessible website that pr

carriersntewotfalml Fehdma al Advisory Committee w
from a diverse group of stakeholders; period:
requirements for DOT Office of%the Inspector

On July 6, 2011, the t woo fc olunndterrisetsa nsdiignnge d( MO UMe nt o
the dispultaulobemosksw n®¥Wi t hkinng. 0 days after signin
Mexico suspended 50% of the retaliatory tariffs
bel ow ots Mexiadd)at oMeyx itcaor iafgfrseed t o suspend the r
within five days of the first Mexican®trucking
On October 21, 2011, Mexico suspended the remair

Me xican Tomatoes

In FeDOtbiarythe United States and-bMbMexieecotraadehde¢d
tomatoes, averting a potent%Q@n Marracdhe 4wa r2 Oble3t ,wetehr
Department of Commerce (DOC) and theegmewndr nment
suspending the antidumping inv%Bhe gdaitsipount eo nb ef graens

PYRosella Brevetti and Nacha Cattan, “DOT’s LaHookd Presents
Dispute,” January 13, 2011.

91 U.S. Department of Transportatiddpncept Document: Phased UI8exico CrossBorder Long Haul Trucking

Proposal January 6, 2011, &ttp://www.fmcsa.dot.gav

9%2Federal MotorCarrie Safety Administration (FMCSA), “United States a
Border Trucking Program: U®4e x i co Agreements Wil l L NeéwsRekasduly6,f s and Put S
2011.

SBNAFTAWorks* The United St atMesmoranduth ofMederstanding SniLghyl GrossBorder
Trucking,” Volume 3, Al er t 18, July 201T1.

“Stephanie Strom, “United States and MewYokdimgeach Tomato D
February 4, 2013.

9 U.S. Department of Commerce, Impadministration,Fresh Tomatoes from Mexico 1996 Suspension Agreement
available atttp://ia.ita.doc.gowbmatoindex.html
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June 22, 2012, when a group of Florida tomato gt
states, asked the DOC and t heo U.eS.milnnatteer naant iaonnt ail
duty uspension pact on tomatoes from Mexico. Tt
mini mum reference price for Mexican tomatoes 1n
to an antidumping 1 navteosetsi.gaMAimbm ©sm dMerx itcoa nt hteo i/ n
at the time, Arturo Sarukhan, wa rMeexdi ctoh attr asduec h a
agenda and bilateral trade relationship as a whc
resourcesalat iincl Wdispwst he possibility of retaldi
the Mexican ®omato industry.

The suspension pact dates back to al 9t96ma twhen t he
grower s, dfuinlpeidn ga np eatnittii pamaggaei gsowMexiaeand began
investigation into whether they were dumping Me x
mar ket prices. NAFTA had eliminated U.S. tariffs
fresh tomatoes from MexicompFhonedathemaMexgraw
were selling -maormkaetoepr iade sb.el Afwt er the 1996 filin
Mexican producers and exporters of tomatoes T eac
growers agthedrtprieessby setting a minimum refe
the injurious effects of fYRherc abdhnead pe exipomr ts t c
agreémemained in place for year®™ and was rtenewed
The 20h3isomsmpegreement covers all fresh and chil
for use in processing. I't increases the mnumber ¢
prices from one to four. It alsosohdsen thkdelbUeldc
market to better reflect the changes in the mark
continues to account fPor winter and summer seasc
When they filed the 2012 petition aslbif®g for the
tomato producers argued that the pacts had not v
necessary to end the agreement¢t fwath Mempebitinomwr
and eliminate the predat d%Ho savcetri, o nbsu soi fn epsrso dgur coeurps
the DOC to proceed cautiously in the tomato disr
tomato prices 1in the United States and lead Mexi
businesses urged amecnotn,t ianrugautiinogn tohfa tt hiet ahgerlepee d s
provide U.S consumers with consNeweX¥or kndi mesdi
article, Mexican tomato producers e-Mhrsted rought
Stores addvmgetable produ®®ers, to argue their cz:
%Rosella Brevetti, “Mexico Ambas sna dAgmr e Wanrems Aga iTosmta tooredi, i'g

International Trade ReporteGeptember 20, 2012.

97U.S. Department of Commerce, Import Administratiresh Tomatoes from Mexico 1996 Suspension Agreement

available atttp://ia.ita.doc.gowbmatoindex.html

98 bid.

®Len Bracken, “Commerce, Mexican Tomato Growers Agree on F
International Trade DailyMarch 5, 2013.

Wl nside U.S. Tr ade9s. Wo rGrdo wer r8sdpedsiGanAgreement &nrViéxican Tomato

[ mports,” June 28, 201 2.

101 Stephanie Stronilew York Times-ebruary 4, 2013.

Congressional Research Service RL32934 - VERSION7 - UPDATED 31



U.S.-Mexico Economic Relations: Trends, Issues, and Implications

Policy Issues

U. S. policymakers may tfhpet bpws ¢tdaldSMCAsard tlegapao
aNAFTA wi tblyd rParwasli dent Tr ump.

US MCA

Policymakers may considetro nduenbeartoeu st hies sparecsp oasse d hU
consider its approvathe Somet abbaaohdeood Al det adec
whe tthleae p rUSpMCsAe dne ést sn eTgPoAt i ating objectiard and o
the impact of t-Mexagtreadentebat UoBs .

The full effects of -Maxi pooponsdd USMLHAIi ons UwSul d

be significant because mnearly all U.S. trade wit
USMCA would mas ntain nfAfNAHAAFK nmbarricageteimenttions .
approved by Congress, ratnfeecd bgwmdomomiesansd Car
and other observers believe that oivte llasBlnot e xpec
Mexico tmads tanedt, j obs, wages, or overal]l €con
probably not have a measurable ¥FHecW. Sn t he U. S
International Trade Commission (ITC) is conduct:ii
impacts of a USMCA, PRArpqg®TPRA&d2 1l 5 msetnatt eosf ttthaet Tt
must 1issue 1ts report ’swistihgifini alglt 5Wa diRdry escs eicadle.tth e P r ¢
Trumpsi ghhagUDMCANove mbetrha 0OLTQ O0rl8port -would be d
March 2019.

One exception to this overall economic evaluatic
experience méeetsi ghanfii oaherefndustries because
in the USMCA and because of the highfperecentage
under NAFTA. The highest share of U.S. ittrade wit
is also the industry wiftrtketheecht mbatt umadrecec NAF J ¢
high North American content In 2017, leading U.
mot o vehicles ($57.4 billiontsor( $2465% 50 fb iil nlpioornt so)
imports). About 99.4% of U.S. motor vehicle 1impo
imports from Mexico edtrecedndd nNABHAAdr Ssaome s odt
55.6% of total U.S. rtmpoert tferddad othegMefkiitcoo umd 10 1NA
Some analysts believe that the wupdated auto rule
could raise compliance and production costs and
possibly negdfti wehycdftfosatled§. The net 1impact, h
depending on the capacity of U.S. aut omakers anc
production locations and the abilit y®Stoomeabsorb
obseers contend that manufacturers with a strong
and Fiat Chrysler Autof®biles, may be more 1impac

102 3ohn Brinkley, "USMCA is not the Magnificent Trade Deal Trump Says IFssbes.comOctober 8, 2018.
103CRS In Focus IF10038rade Promotion Authority (TPAby lan F. Fergusson
104 CRS calculations based on trade data from the U.S. International Trade Commission.

105Nick Lichtenberg, "USMCA 'Manageable' Changes Auto Complianme/uetion Costs: Moody'sBloomberg
First Word October 10, 2018.

106 | pid.

Congressional Research Service RL32934 - VERSION7 - UPDATED 32



U.S.-Mexico Economic Relations: Trends, Issues, and Implications

Ot her observers and stakeholders are continuing
and what idffiemgt these changes would have on U. S.

Mexico. To some analysts, provisions in areas § U
and phytosanitary measures, and e nsfiodrecreende natn on 1
improvement over similar provisions in NAFTA. Ot
as largely heightened IPR protections and gener a
both supporters and det rcaocntcoerrsn tFhoart etxhaempll SeD S tphre
the USMCA effectively may only ’sapepnleyr gtyo sceecrttoari na
possibly leave out other sectors such as service
filing ISDS cotiimatfomabfemebhedentfi mastreat ment
expropriation, but not indirect expropriation

Possible NAFTA Wit hdr awal

President PBonatackdr cflgmmipecsmbe¢hainh2@d8d to notify
Canada amwmd Mdxiadawietnhtdiroanw tfr om NAFTA cilre s2i2X) Smonft
NAFTA states that a party may withdraw from the
notice of withdrawal to the other parties. I f a
for ttrlemainiPmg vpdet sect or gr ouprse nearien uwigtihnign tNiAF T
until the proposed USMCA enters into force. They
haVde vas'maetgiang ve c%BGosnegqrueesnscensay cansoderofhe ram
withdrawing from NAFTA and how it may affect the
Me x i ¢ o .molntiatmedooyn stihdee rcongressional 181 e in a possi

If the United StategowiledthudiOmovwWta ¥ entaendi dMAF Tt A, r 1iftf s |,
rate 1t applies to all countries with which the
States and Canada maintain relatively 1low simple
higher 7.0% simpla,abotdge omaptaiitkaldo efwe ohi ghdor
intenssds,yves golbdas appaarnedl saonmde faogortiweualrt ure pr oduc:
Of the three NAFTA parties, the United States ha
Applied tarifyshagkeconsiMexanbo t'hamoume Uanit f£fd
rates are very high and far exceed U.S. bound 71 a
U.S. exports to MexicoladB)®lld mgadkudpg utre ,3 dJ. 8% (
woul d f adiegidto ubd piwieda g haredl trmzdes in both Mexico a
and Canada likelJrwouldemmmetheimbed wey through m:
of a bilateral NAFTA, or through commitments ma d

107 Andrew Restuccia, Doug Palmer, and Adam Behsudi, "Trump Says He will Withdraw from NAFTA, Pressuring
Congress to Approve New Trade Dedtdlitico, December 2, 2018.

108| etter from Nathan Nascimento, Executive Vice President, Freedom Partners Chamber of Commerce, Tim Phillips,
President, Americans for Prosperity, and Daniel Garcia, President, The Libre Initiative, to President Donald Trump,
President of the United State3ctober 3, 2018.

109S5eeCRS Report R44630).S. Withdrawal from Free Trade Agreements: Frequently Asked Legal Quebtjons
Brandon J. Murrill

110 Mary Amiti and Caroline Freund).S. Exporters Could Faddigh Tariffs without NAFTAPeterson Institute for
International Economics, Trade and Investment Policy Watch , April 18, 2017.
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Table 6. MFN Tariffs for NAFTA Countries
By percentage, trade weighted reflects 2015 trade

Tariff Type United States Mexico
Simple Average Bound 3.4 36.2
Agriculture 4.8 45.0
Nonagriculture 3.2 34.8
Simple Average MFN Applied
Agriculture 3.5 7.0
Nonagriculture 5.2 14.6
3.2 5.7
TradeWeighted Av. MFN 2.4 4.5
Agriculture 3.8 20.1
Nonagriculture 2.3 35

Source: World Trade Organization, Tariff Profiles 2017.
If the United St atwist hwoiuth dtrheew pfrroopmo sNeAdF, TIAS MCA e nt
ertain commitments tvhoeu Ifdolbleo waifnfge ct ed, such as
T Service$hAccassccouMAFTiAe s commiatl it @edvi mlge ms el ves
market acdessramidnadbonry treatment 1in certain
United States withdrew from NAFTA, 1t woul d
commitments 1t ’smaGden efrcarlo PAlg&@ re®Wd® nitn Ser vices.
While these commitments were made contempor a:

that the NAFTA schedul e opaelrla tseedc tuonrdser a ne g:
included unless—apédcGATS add ys pged fitdiede 11 st
sectoresd afreer HNMEFITAsienlikely more extensive.

1T Government PFTocNABMENgavernment procurement c
standards and parameters for government purc.
schedule annexes set fomptahtygppor tbumni toine £ effdmn
contracts for specified government agencies.
Procurement Agreement ( GPA) alosmno imposes dis «
government procurement. Unlike most other WT
the GPA is iewtienalot Memember of the GPA, an
from NAFTA would allow Mexico to adopt any dc«
provisions. (Since U.S. firms are more compe:
contracts than Mexican fadwmersal yhafUact cgdo
U. S domestic firms.)

T I'nvestUmdritke many ¢ htahfatdevres ainm | NAPOTA counterpa
in the WTO Agreements, the investment chapte:
sathe velrodfection fNAFTA, cuscunbty slff. aSs. daoa a de
agreements, or bilateral investment treaties
NAFTA, U. S. investors would Il ose protections

more leeway to block individual investments.
recoeutre t hsetatneweditsopute settlement (ISDS) mec
need to deal with c¢claims of expropriation th-
goverthm@owtr nment ,ocro ndsiulptuattei osnet t 1 e ment . Canad
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Appendix. Ma p
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