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concerned – arising from their experience under 
the Canada-US Free Trade Agreement – with a 
rules-of-origin concept known as “roll-up.” If a 
material, such as an engine, used in the production 
of a vehicle is considered as “originating” under 
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goods, the rules do not require a change in tari� 
classi�cation, but can be satis�ed through an RVC 
requirement alone.

�e CUSMA product-speci�c rules of origin are 
set out in CUSMA, Chapter 4, Annex 4-B, which 
also contains an appendix (hereafter the “Auto 
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the production of a passenger vehicle or light 
truck are originating;14

(b)	 the vehicle producer must satisfy the steel and 
aluminum purchase requirement in Article 6 
(described below); and

(c)	 the vehicle producer must satisfy the labour 
value content requirement in Article 7 (described 
below).

RVC Calculations for Parts of Passenger 
Vehicles and Light Trucks
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will be complete by the later of January 1, 2027, 
or seven years after the date of entry into force of 
CUSMA. 

Aver aging RVC Calcul ations

As in NAFTA, Article 5 of the Auto Appendix 
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relatively high (Siripurapu 2018). As indicated on 
its website, the O�ce of the United States Trade 
Representative considers the US$16 per hour 
requirement a “key achievement” that will “support 
better jobs for United States producers and workers 
by requiring that a signi�cant portion of vehicle 
content be made with high-wage labor” (United 
States n.d.).

Like the steel and aluminum requirement, the 
labour value content requirement is a performance 
requirement consistent with a managed trade 
regime. �e idea of using tari�s to equalize costs 
of production between domestic and foreign 
producers is not new in US tari� law: the Fordney-
McCumber tari� enacted in the early 1920s gave 
the president authority to adjust tari�s to that end 
(Irwin 2017, chap. 7). �e labour value content 
requirement, by mandating that a vehicle be eligible 
for CUSMA tari� treatment only if its producer 
maintains prescribed wage rates, will have the e�ect 
of o�setting Mexico’s lower labour costs. 
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VNM follows the NAFTA heavy-duty vehicle 
methodology. For the �rst category, VNM is 
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agreements with respect to imported automobiles 
and parts from the European Union, Japan and 
any other country the Trade Representative deems 
appropriate, and to report back in 180 days (United 
States 2019a).24 �is e�ectively postpones any 
presidential decision on Section 232 tari�s on 
automotive goods until late October 2019. �e 
imposition of such tari�s would be a major blow to 
the world trading system, but it could increase auto 
investment in North America, as occurred in the 
1980s when the United States entered into restraint 
agreements with Japan

Neither side letter makes any mention of heavy 
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