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1 Introduction and Overview

is study updates the quantitative analysis of
the impact of the Canada-United States-Mexico
Agreement (CUSMA), which was orige2 0 0 12eMexico



thresholds for the imposition of customs duties and
taxes, and for application of import procedures, for
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Table 1: Summary of Main Results
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Real GDP Welfare 2019 US$MillionsCanada 0.02

Mexico -0.01

United States
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Table 4: Policy Shock Summary
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domestic demand from the macroeconomic
consequences of the agreement. e agri-food
sector makes up some ground by expanding exports
to third parties, but not enough to o set the
negative impacts from North American trade.

Resource sectors decline marginally, mainly
on declining exports to the United States. Again,
domestic shipments increase, but this falls short
of o setting the reduced ows to the United
States. e impact is marginal, however, with
total shipments falling by US$347 million or
-0.07 percent.

Manufacturing as a whole is neutrally impacted
with total shipments declining marginally by
-0.01 percent. s re ects divergent outcomes
within the sector. Industrial materials (chemicals
and metals), which are the targets for US
reindustrialization, lose ground in exports to the
US market, but more than make that up in the
domestic market, re ecting the increased demand
for North American production inputs due to the
ROOs changes. Total shipments rise by US$2.2
billion or 0.9 percent. e automotive sector,
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for raw materials due to the negative real e ects of



eet and the associated industrial capabilities to
provide support to its navy in wartime. e Jones
Act has been demonstrated to impose substantial
welfare and e ciency costs on the United States
(see, e.g., Grabow et al. 2018; USITC 1999).
As Crowley and Ciuriak (2018) comment, the
Trump administration’s trade policy strategy can
be characterized as the “Jones Act on land.” e
CUSMA roll out of this policy framework on



Page 16 WORKING PAPER

21-22). Unfortunately, while the lose-lose scenario
might be avoided through negotiations between
parties with reasonably equal bargaining power, this
was not the case in the power-asymmetric CUSMA
negotiations: both Canada and Mexico su er a
steeper decline in GDP in value terms than in
real terms (-0.6 percent in value terms versus -0.4
percent in real terms for Canada; and -1.2 percent
in value terms vs. -0.8 percent in real terms for
Mexico).°

A third area where the CUSMA generates a
“win” for the United States is the increase in IP
protection. Increased capture of rent (i.e., pro t
above competitive market levels) generates a small



impacts on the economic welfare and e ciency of
the three parties, but does deliver on some of the
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is appendix provides an overview of the
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int Do Q BTe United States; for Canada and Mexico, it
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overall incremental additional value added is 12.5
percent. Taking into account each country’s share
of auto parts imports from third parties and share
of production exported within North American, we
arrive at rough estimates that this amounts to about
5 percent of the value of automotive exports from
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B5: Canada’s Dairy Market Access Commitments, MT and US$ ‘000s at 2014 Prices
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for Canadian exports to the United States of skim
milk solids used to produce non-fat dry milk, milk
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Table B9: Payments and Receipts for Copyright under Extended Copyright Protection, US$Millions

at 2014 Prices

2020 2021 2022 2023 2024 2025
Copyright Payment Out ows 30.0 31.6 333 35.1 37.0 38.9
Copyright Receipt In ows 12.0 12.6 13.3 14.0 14.8 15.6

Source: Back of the envelope calculations by the authors based on various sources.

investment out of, Canada that could be attributed
to the Trump administration uncertainty e ect is
not yet in evidence. Accordingly, a general chilling
e ect on investment into Canada and Mexico is
not incorporated in the simulations. Nonetheless,
this remains a caveat concerning the results,

since the CUSMA incorporates measures that
instrumentalize this uncertainty.



Table B10: CUSMA Impact on Digital Services, Applied and Bound

Current Practice CUSMA

Current

Source: OECD STRI and authors’ calculations.
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Appendix D: Services and









Table D3: Continued

Sectors Commitments

Legal
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Gantz, David, and Sergio Puig. 2019.“ e Scorecard
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