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U.S.-Mexico-Canada Agreement (USMCA)

Issue:

On November 30, 2018, Canada joined the U.S. and Mexico in the successor to NAFTA, the
U.S.- Mexico -Canada Agreement (USMCA). Implemented in 1994, NAFTA removed barriers
to intraregional trade, including agricultural products traded between Mexico and the U.S. and

most agricultural products traded between the U.S. and Canada. Agricultural exports from the
U.S. to Canada and Mexico have increased from $8.9 billion in 1993 to $40 billion in 2018.

Background:

NAFTA is a comprehensive economic and trade agreement that established a free-trade area
between the U.S., Canada and Mexico. Tariff elimination between the U.S. and Canada did not
extend to Canadian imports of dairy and poultry products. Tariff-rate quotas (TRQs) for these
products were established to comply with WTO requirements. Tariffs were eliminated for all
products between the U.S. and Mexico.

In the new USMCA, Canada has agreed to phase-in increased quota access for U.S. dairy
products (fluid milk, cream, butter, skim milk powder, cheese and other dairy products) and for
chicken, eggs and turkey. The increased dairy access (100,000 mt annually) is estimated to be
worth $242 million. The new amounts will be reached by year six of the agreement. There will
then be 1 percent growth per year for an additional 13 years. The U.S. now exports $619 million
in dairy products to Canada annually.

Canada has also agreed to end their Class 7 pricing scheme, within six months of the
implementation of the USMCA. A substitute pricing formula for skim milk solids used to
produce nonfat dry milk (NFDM), milk protein concentrate, and infant formula will set prices no
lower than a level based on the U.S. price for NFDM. A 55,0000 mt limit is placed on exports by
Canada of skim milk powder and milk protein concentrate the first year of implementation,
falling to 35,000 mt per year thereafter.

Canada also agreed to treat wheat imports in the same manner as domestic wheat for grading and
pricing.

The Chapter 19 dispute settlement procedures will be retained in the new agreement.

Agricultural tariffs between the U.S. and Mexico will remain at zero. Provisions regarding
biotechnology and geographic indications are included.

The chapter on Sanitary/Phytosanitary Standards (SPS) includes scientifically based,
nondiscriminatory and transparent food safety standards.




Status:

The agreement was signed by the three countries on November 30, 2018.

The required International Trade Commission economic impact report on USMCA was released
on April 18, 2019. It projects that USMCA, when fully implemented, will add $2.2 billion to the
amount of agricultural and food exports to Canada and Mexico.

The implementing bill for the USMCA was sent to Congress on December 13, 2019.

USMCA passed the House on a 385-41 vote on December 19, 2019.

The legislation will be considered by the Senate in January 2020.

AFBF Policy:
Farm Bureau supports the passage of U.S.-Mexico-Canada Agreement.

Contact: Dave Salmonsen, 202-406-3665, davids@fb.org; Veronica Nigh, 202-406-3622,
veronican@tb.org.
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