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INTRODUCTION


https://www.foreignaffairs.com/articles/2017-11-14/myth-about-nafta-and-jobs
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a strong degree of proximity in the way they trade with other countries: the closer countries
(people) are to each other geographically, the more they tend to trade with and invest in each
other’s markets. If those trade relations get signi cantly distorted, there will be a knock-on e ect
on how successfully a country competes on global markets as a large degree of today’s trade is
trade in inputs. All successful trade-policy strategies therefore start with building a competitive
home market and open markets with key neighbors. In other words, trade performance — like


https://ustr.gov/about-us/benefits-trade



https://www.bea.gov/international/
https://www.bea.gov/international/
https://fas.org/sgp/crs/row/R42965.pdf
https://www.cfr.org/backgrounder/naftas-economic-impact
https://piie.com/sites/default/files/publications/pb/pb14-13.pdf
https://www.bea.gov/international/
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A BROADER LOOK AT THE TRADE DEFICIT

e US trade de cit should not be a reason to put NAFTA trade in jeopardy. Most economists
agree that the reason for the US trade de cit is neither to be found in nor to be remedied by its
trade agreements. Yet, even if we would just focus on the trade balance, the picture for US trade


https://piie.com/system/files/documents/piieb17-2.pdf
https://fas.org/sgp/crs/row/R42965.pdf
https://www.trade.gov/mas/ian/build/groups/public/@tg_ian/documents/webcontent/tg_ian_003368.pdf
https://www.trade.gov/mas/ian/build/groups/public/@tg_ian/documents/webcontent/tg_ian_003368.pdf
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https://www.trade.gov/mas/ian/build/groups/public/@tg_ian/documents/webcontent/tg_ian_003368.pdf

ecipe policy brief — 3/2018

GLOBAL VALUE CHAINN.INAFTA





https://www.commerce.gov/sites/commerce.gov/files/us-produced-value-in-us-imports-from-nafta.pdf
https://www.commerce.gov/sites/commerce.gov/files/us-produced-value-in-us-imports-from-nafta.pdf



http://www.nastc.org/Tables/Annual/INT_SMP_MT_na_ALL1.htm
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What about the rest of the world? It’s true that the US is the world’s largest importer of steel. In
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https://www.trade.gov/steel/countries/pdfs/2016/annual/imports-us.pdf
https://www.trade.gov/steel/countries/pdfs/2016/annual/exports-us.pdf
https://www.trade.gov/steel/countries/pdfs/2016/annual/exports-us.pdf
https://www.trade.gov/steel/countries/pdfs/2016/annual/imports-us.pdf
https://www.trade.gov/steel/countries/pdfs/2016/annual/exports-us.pdf
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under this heading are actually tari free. Canada applies a zero rate on almost all steel imports
from all WTO members and could only raise its tari s on steel if it increased its applied rate
towards all trade partners to its bound rate of 0.6%. e only NAFTA partner with considerable
potential to increase steel tari s is Mexico. An increase of its tari , to its applied rate of 3.3%
on a price sensitive input such as steel could seriously restrict US steel exports to Mexico where
39% of US steel products were exported in 2016.% Hence, an option based on using the MFN
rate of tari sin NAFTA steel trade would likely have the direct e ect of reducing US exports
more than US imports of steel.

Table 1: Simple Average Import Tari  Rates on Iron and Steel 6
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https://www.trade.gov/steel/countries/pdfs/2016/annual/exports-us.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1739314
https://www.commerce.gov/page/section-232-investigation-effect-imports-steel-us-national-security
https://www.bis.doc.gov/index.php/forms-documents/section-232-investigations/86-section-232-booklet/file
https://www.bis.doc.gov/index.php/forms-documents/section-232-investigations/86-section-232-booklet/file
https://agmetalminer.com/2017/07/25/steel-section-232-donald-trump-copper-japan-norsk-hydro/
https://www.axios.com/exclusive-trump-plots-trade-wars-2450764900.html
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Steel-using industries have reported on the expected adverse impacts that would result from US
tari s on steel. ey also point to historical examples of steel protection that destroyed jobs.
Back in 2002, the US Administration imposed 30% import tari s on various steel imports as a
safeguard measure. According to a study for the Consuming Industries Trade Action Coalition
(CITAC) Foundation, more Americans lost their jobs as a result of these steel tari s than the
total number of people employed within the US steel sector.??

ere is no reason to suppose results would be di erent if new steel tari s were introduced now.

To project the impact of trade restrictions on the US steel market, we used a computable general
equilibrium model to simulate two policy scenarios
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http://www.tradepartnership.com/pdf_files/2002jobstudy.pdf



https://fas.org/sgp/crs/row/R42965.pdf
https://www.cfr.org/backgrounder/naftas-economic-impact
https://object.cato.org/sites/cato.org/files/pubs/pdf/working-paper-46-update-4.pdf
https://object.cato.org/sites/cato.org/files/pubs/pdf/working-paper-46-update-4.pdf
http://www.epi.org/publication/bp173/
https://www.uschamber.com/sites/default/files/documents/files/nafta_triumphant_updated_2015.pdf
https://piie.com/blogs/realtime-economic-issues-watch/nafta-rejoinder-us-effects-are-clearly-positive-most-workers
https://www.cfr.org/backgrounder/naftas-economic-impact
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https://object.cato.org/sites/cato.org/files/pubs/pdf/working-paper-46-update-4.pdf
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Signing more Free Trade Agreements

If the trade balance is your religion, then Free Trade Agreements should be your church. e US
experience is generally that its bilateral trade balance with individual countries improve when
they sign FTAs. e US economy is more open to trade than most of its trading partners, and
FTAs help to make trading conditions more reciprocal, primarily by improving market access
and rules in other countries. A strategy that combines improved home market competitiveness —
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http://tariffdata.wto.org/

