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1	 Introduction and Overview
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Finally, the negotiating tactics and several 
features of the CUSMA raise uncertainty about 
the future durability of the trade and investment 
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Table 1: Summary of Main Results 

Note: �e “NAFTA Lapsing” �gures from the latter study are for the scenario in which NAFTA lapses, but Canada and Mexico continue 
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Table 2: CUSMA Impacts, Bur�sher et al. (2019)

Note: �e welfare estimates are converted from 2014 US$ to 2019 US$ for comparability with the present study. �e conversion factor is 
1.0836.
Source: Bur�sher et al. (2019). 

Real GDP Welfare 2019 US$Millions

Canada 0.02 795

Mexico -0.01 647
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the CUSMA has a negative impact on the US 
economy of about -0.12 percent, which in value 
terms translates into about a loss of US$22.6 
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Source: See derivation of the shocks in the body of the paper.
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in percentage terms for Mexico. 
�e FDI measures (which do not take into 

account the impact of the CUSMA on investment 
from the threat of restricted future access to the 
US market) have a modestly negative impact 
on Canadian real GDP, but otherwise do not 
a�ect the region materially (note that the FDI 
impacts reported are the marginal impacts on FDI 
stemming from the CUSMA investment measures 
and not the change in FDI driven by the goods 
market access measures). 

�e IP measures reduce Canadian welfare by 
about US$440 million and Mexico’s by US$110 
million, while raising US welfare by about US$460 
million.

Table 7 summarizes the macroeconomic impacts 
for the North American economies. While the net 
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Services sectors also decline due to the negative 
income e�ects of the agreement and the consequent 
decline in general domestic demand.

�e impacts on Mexico in sectoral terms follow 
the same pattern as in Canada: the agri-food and 
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targeting the North American market to locate 
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according to our modelling. From the standpoint of 
bargaining, this comparison suggests that Canada 
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impact on Mexico. �e simulation results are 
consistent with US policy intent. It is important to 
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�is appendix provides an overview of the 
modelling methodology used to generate the 
simulations. We apply a recursive-dynamic variant 
of the standard GTAP CGE model, which 





WORKING PAPERPage 19

Baseline

�e impact of the CUSMA is assessed against 
a baseline that re�ects an in-force NAFTA. 
�e database for the simulations is the GTAP 
v10 dataset with a base year of 2014. For the 
simulations, the database is extrapolated to 2025 
using GTAP dynamic tools and drawing on 
the IMF’s World Economic Outlook database 
(October 2018) for guidance as to growth rates 
for the projection period. �e CUSMA shock is 
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into the United States; for Canada and Mexico, it 
reduces the trade facilitation gain by 0.165 percent 
to a net of 0.013 percent for Canada and 0.03 
percent for Mexico.

•	 It adds new provisions for transparency in import 
licensing and export licensing procedures; 

•	 It expands the pr
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overall incremental additional value added is 12.5 
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Table B5: Canada’s Dairy Market Access Commitments, MT and US$ ‘000s at 2014 Prices

Source: Authors’ calculations.
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Table B11: CUSMA Impact on Digital Services, Applied and Bound 

Source: OECD STRI and authors’ calculations.
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Table D2: Measures a�ected by Unbinding – Mexico
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2.	 D2. Liberalization on an Applied Basis

In �nancial services, there is currently no maximum 
time limit for the regulator to make decisions on 
applications in all three parties. �is will change 
following implementation of CUSMA. In Canada, 
there is no legal time limit on the assessment of 
applications for Letters Patent, but 80% should be 
processed in less than 90 calendar days of -ceiptld be 
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