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Preface

Preface

This report is the 73rd in a series of annual reports submitted to the U.S. Congress under section 163(c)
of the Trade Act of 1974 (19 U.S.C. § 2213(c)), under predecessor legislation, and pursuant to request.
Section 163(c) states that “the International Trade Commission shall submit to the Congress at least
once a year, a factual report on the operation of the trade agreements program.”

This report is one of the principal means by which the U.S. International Trade Commission provides
Congress with factual information on the operation of the U.S. trade agreements program for 2021. The
“trade agreements program” includes “all activities consisting of, or related to, the administration of
international agreements which primarily concern trade and which are concluded pursuant to the
authority vested in the President by the Constitution” and by congressional legislation.
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Abbreviations and Acronyms

Acronyms Term

AB Appellate Body

AD antidumping

AfCFTA African Continental Free Trade Area

AGOA African Growth and Opportunity Act

ALJ administrative law judge

AMCA American Manufacturing Competitiveness Act of 2016
AMS Agricultural Marketing Service (USDA)

APEC Asia-Pacific Economic Cooperation

ATEC Agreement on Trade and Economic Cooperation
BDCs beneficiary developing countries

BEA Bureau of Economic Analysis (USDOC)

BEPS Base Erosion and Profit Shifting Project (OECD/G20)
BIS Bureau of Industry and Security (USDOC)

Brexit The UK'’s withdrawal from the European Union
CAFTA-DR Dominican Republic-Central America-United States Free Trade Agreement
CBERA Caribbean Basin Economic Recovery Act

CBP U.S. Customs and Border Protection (USDHS)
CBTPA Caribbean Basin Trade Partnership Act

CEC Commission for Environmental Cooperation

CEIC Census and Economic Information Center

CETA Comprehensive Economic and Trade Agreement
CETR U.S.-Brazil Commission on Economic and Trade Relations (ATEC)
CFR Code of Federal Regulations

CJEU Court of Justice of the European Union

CLDP Commercial Law Development Program (USDOC)
CNL competitive need limitation

CP-TPP Comprehensive and Progressive Agreement for Trans-Pacific Partnership
CRS Congressional Research Service

CTG Council for Trade in Goods (WTO)

CTPA U.S.-Colombia Trade Promotion Agreement

CvD countervailing duty

DIT Department for International Trade (UK)

DRC Democratic Republic of the Congo

DS Dispute Settlement (WTO)

DSB Dispute Settlement Body (WTO)

DST digital services tax

DSU Dispute Settlement Understanding (WTO)
e-commerce electronic commerce

EAC East African Community

EC European Commission

ECA Environmental Cooperation Agreement

EIA Energy Information Administration (USDOE)

EIAP Earned Import Allowance Programs

ETA Employment and Training Administration (USDOL)
EU European Union

Fed. Reg. or FR Federal Register

FDI foreign direct investment

U.S.-UK FIP U.S.-UK Financial Innovation Partnership

FIPS Federal Information Processing Standards
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Acronyms Term

FSIS Food Safety and Inspection Service (USDA)

FTA free trade agreement

FY fiscal year

G7 Group of Seven

G20 Group of Twenty

GACC General Administration of Customs of China

GATS General Agreement on Trade in Services

GATT General Agreement on Tariffs and Trade

GC General Council (WTO)

GDP gross domestic product

GDPR General Data Protection Regulation (EU)

GE genetically engineered

Gl geographical indication

GloBE Global Anti-Base Erosion proposal (OECD/G20)

GOES grain-oriented electrical steel

GOS group of services

GSP U.S. Generalized System of Preferences

GSP-LDBC U.S. Generalized System of Preferences for least developed beneficiary developing countries

HELP Haitian Economic Lift Program

HLED U.S.-Mexico High-Level Economic Dialogue

HOPE Haitian Hemispheric Opportunity through Partnership Encouragement Act

HS Harmonized Commodity Description and Coding System (Harmonized System)

HTS Harmonized Tariff Schedule of the United States

IATA International Air Transport Association

IEA International Energy Agency (intergovernmental)

1P Index of Industrial Production (UNIDO)

ILAB Bureau of International Labor Affairs (USDOL)

ILO International Labour Organization

IMF International Monetary Fund

IP intellectual property

IPR intellectual property right

ISIC International Standard Industrial Classification

ITA International Trade Administration (USDOC)

IUU illegal, unreported, and unregulated (fishing)

KFTC Korea Free Trade Commission

KORUS U.S.-Korea FTA

LDBC least-developed beneficiary country

LDBDCs least-developed beneficiary developing countries

LDCs least-developed countries

LPO Organic Products Law (Mexico)

LTFV less than fair value

M&As mergers and acquisitions

MAP monitoring and action plan

MC11 11th Ministerial Conference (WTO)

METI Ministry of Economy, Trade, and Industry (Japan)

MFN most-favored-nation status (trade status; = “permanent normal trade relations” status in the
United States

MNE multinational enterprise

MTB Miscellaneous Tariff Bill Act of 2018

NAALC North American Agreement on Labor Cooperation

NAFTA North American Free Trade Agreement
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Acronyms Term

n.i.e. not included elsewhere

NTPP Nepal Trade Preference Program

NTPA Nepal Trade Preferences Act

NTR normal trade relations

OECD Organisation for Economic Co-operation and Development
OICA International Organization of Motor Vehicle Manufacturers
OJEU Official Journal of the European Union

OTE Office of Technology Evaluation (BIS, USDOC)

OTEXA Office of Textiles and Apparel (ITA, USDOC)

OxCGRT Oxford COVID-19 Government Response Tracker

PPE personal protective equipment

PTPA U.S.-Peru Trade Promotion Agreement

Qco quality control order

REACH and Registration, Evaluation, Authorization, and Restriction of Chemicals (EU regulation)
UK REACH adopted by UK as UK REACH

ROO rule of origin

RRM U.S.-Mexico Facility-Specific Rapid Response Labor Mechanism
S&P Standard and Poor’s

SADER Ministry of Agriculture and Rural Development (Mexico)
SCM Agreement Agreement on Subsidies and Countervailing Measures
SMEs small and medium-sized enterprises

SPS sanitary and phytosanitary (standards)

SSA sub-Saharan Africa

TAA Trade Adjustment Assistance

TAAEA Trade Adjustment Assistance Extension Act of 2011
TAARA Trade Adjustment Assistance Reauthorization Act of 2015
TBT Technical Barriers to Trade Agreement (WTQO)

TIC Trade and Investment Council

TICA Trade and Investment Cooperation Agreement

TICFA Trade and Investment Cooperation Forum Agreement
TIFA Trade and Investment Framework Agreement

TIWG U.S.-Kenya Trade and Investment Working Group

TPA trade promotion agreement

TPEA Trade Preferences Extension Act

TRA Trade Readjustment Allowance

TRIPS Trade-Related Aspects of Intellectual Property Rights agreement (WTO)
TRQ tariff-rate quota

UK United Kingdom

UNCTAD United Nations Conference on Trade and Development
UNIDO United Nations Industrial Development Organization
UNWTO United Nations World Tourism Organization

USAID U.S. Agency for International Development

U.s.C. U.S. Code

USDA U.S. Department of Agriculture

USDHS U.S. Department of Homeland Security

usDOC U.S. Department of Commerce

USDOE U.S. Department of Energy

usboL U.S. Department of Labor

usDOS U.S. Department of State

uUsDOT U.S. Department of Transportation

USEPA U.S. Environmental Protection Agency
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Acronyms Term

USITC U.S. International Trade Commission
USIDTA U.S.-Japan Digital Trade Agreement
USITA U.S.-Japan Trade Agreement

USMCA United States-Mexico-Canada Agreement
USTR Office of the U.S. Trade Representative
WHO World Health Organization

WRC wheat, rice, and corn

WTO World Trade Organization
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Global Trade Environment in 2021

In 2021, the international trade community continued to be impacted by the COVID-19 pandemic, which
was in its second year. According to aggregate measures of economic performance—GDP growth,
manufacturing output, and international trade—the 2021 global economy not only rebounded from
2020 lows but exceeded the pre-pandemic levels of 2019. Yet, as economies adjusted to the medium-
term impact of the pandemic, recovery was uneven both over time and geographically. For example,
recovery was interrupted or hampered by the emergence of new COVID-19 variants, uneven distribution
of and access to vaccines, and the intermittent return of restrictive measures aimed at curbing the
spread of the virus. The resurgence of containment measures in 2021 again contributed to supply chain
and labor disruptions prevalent in the previous year, compounded further by existing material
shortages, increases in input pricing, and bottlenecks in transportation and logistics. As these challenges
persisted and intensified in the latter half of 2021, indicators of economic recovery began to slow.

Although demand trends remained responsive to pandemic-related needs, 2021 also showed signs of
normalization toward pre-pandemic preferences. For example, trade in textiles and apparel, as well as
communications and office equipment remained above average in the first half of 2021, driven by
continued demand for personal protective equipment and work-from-home technology. However, in
the second half of 2021, renewed worldwide demand for energy-related products, minerals, and metals
outpaced all other merchandise sectors. Demand for services—particularly those related to
transportation and travel—remained below pre-pandemic levels, while services related to remote work
and mobile finance experienced continued high demand in 2021.

Global Macroeconomic Trends

Global gross domestic product (GDP): Global economic growth experienced a strong recovery in 2021,
growing by an estimated 6.1 percent following a 3.1 percent contraction in 2020. Emerging market and
developing economies grew fastest, by 6.8 percent, followed by advanced economies, which grew by 5.2
percent. The real GDP of the United States grew by 5.7 percent, greater than the average of advanced
economies. China, India, and the United Kingdom (UK) were among the few economies that expanded
by more than 7.0 percent in 2021. However, global supply and labor disruptions, resurging COVID-19
infections, and increased price pressures served as significant headwinds during the second half of the
year.

Manufacturing output: In the wake of significant contractions in 2020, manufacturing output increased
in most countries across the globe in 2021. Global manufacturing production grew by 9.4 percent,
showing a strong recovery from the 4.2 percent decline in 2020. Growth in emerging and industrializing
economies drove manufacturing expansion, led chiefly by China and India. Electrical equipment, motor
vehicles, and “other manufacturing” sectors recorded the largest expansions in output across countries
with available data.
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Labor: Total hours worked, a proxy for the health of the global labor market, partially recovered from
2020 lows. However, global working hours remained 4.3 percent below pre-pandemic levels, as working
hours in high-income and upper-middle-income economies increased faster throughout the year than
that of middle- and low-income economies. China was among the few countries for which working hours
exceeded pre-pandemic levels.

Foreign direct investment (FDI): Global FDI experienced a strong recovery in 2021, with total FDI inflows
having increased 64.3 percent from 2020 and exceeded pre-pandemic 2019 levels by reaching $1.6
trillion. FDI inflows into developed economies drove the recovery, growing by more than 133.6 percent
from 2020. Following a double-digit decline in 2020, announced greenfield projects in electronics and
electrical equipment experienced a notable 156 percent increase in 2021. Greenfield investments in
construction, pharmaceuticals, and information and communications also recorded significant growth
above 20 percent.

Exchange rates: In 2021, the value of the U.S. dollar fluctuated against several major trading partner
currencies before a relatively strong end-of-year performance against the Japanese yen and the euro.
The dollar appreciation was driven in large part by 11.6 percent and 8.3 percent gains against the yen
and euro, respectively. The U.S. dollar increased by as much as 9.6 percent against the Mexican peso in
early 2021, before ending the year with a 2.9 percent gain. Conversely, the U.S. dollar fell in value
against the Canadian dollar and British pound for most of the year before recovering and eventually
modestly appreciating against both currencies near the end of 2021. The U.S. dollar fell by 1.4 percent
against the Chinese yuan, countering the broader trend of a U.S. dollar appreciation during the year.

Global Trade Trends

Global merchandise trade: In 2021, global merchandise trade in value terms increased significantly by
26.1 percent from the 2020 level, compared to a decline of 7.6 percent from 2019 to 2020. Based on the
limited merchandise trade statistics, global trade of most products experienced increases from the 2020
level. The most notable year-on-year increases were in the sectors of minerals; office and
communications equipment; and other manufacturing. Despite significant increases in trade in the first
half of 2021, some of these same sectors experienced a significant deceleration in year-on-year growth
beginning in June, as demand for goods sectors that surged in response to the COVID-19 pandemic (e.g.,
durable communications and office equipment and textiles and apparel) waned. Transport equipment
continued to lag far behind other manufacturing sector trade in terms of growth, registering persistent
declines in global trade throughout the first three quarters of 2021.

Global services trade: Global services trade began to recover from COVID-19 pandemic-related declines
in 2021. From 2020 to 2021, global commercial service exports increased by 16.8 percent to $5.9 trillion.
However, overall trade levels still fell short of pre-pandemic 2019 levels. World exports of “other
commercial services” grew 14.3 percent, of which computer, financial, and business services
represented the main drivers of growth. From 2020 to 2021, other services export categories also grew,
increasing by 34.3 percent in transportation, 7.4 percent in travel, and 11.7 percent in goods-related
services. Travel and transportation export levels in 2021 still fell short of 2019 levels. Remote work
continued to be a significant feature of professional services sectors, and financial services saw strong
growth in mobile money services adoption, both demonstrating lasting pandemic-related trends.
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Global supply chains: Significant supply chain disruptions in 2021 affected consumers and producers
alike. Consumers sometimes faced limited availability of goods, while experiencing unusually long wait
times to receive products they ordered. Producers grappled with intermittent shortages of inputs and
labor, as well as persistent long lead times. Supply chain disruptions cascaded throughout the economy,
leading to rising goods prices, adding to upward inflationary pressure, and hindering the economic
recovery from the COVID-19 pandemic-related downturn in 2020. The International Monetary Fund
estimated that in 2021, global supply chain disruptions reduced global GDP growth by 0.5-1.0
percentage point, while adding 1.0 percentage point to core inflation. However, according to the World
Trade Organization, supply chain issues may have hindered trade but likely had a limited impact on
global merchandise trade aggregates, which continued to grow in 2021. Among the top drivers of supply
chain disruptions in 2021 were the resurgence of restrictive COVID-19 pandemic-related policies, labor
and material shortages, increases in input pricing, transportation and logistics disruptions, port
congestion, and container shortages.

Key Developments in 2021

Administration of U.S. Trade Laws and Regulations

Safeguard investigations: During 2021, the United States had two global safeguard measures in effect
under the Trade Act of 1974 (Trade Act): one on solar cells and modules, and the other on large
residential washers. The measure on large residential washers was extended for two additional years,
effective February 8, 2021. In August 2021, the U.S. International Trade Commission (Commission or
USITC) instituted an investigation on solar cells and modules, following receipt of two petitions filed by
domestic producers of the product seeking extension of the measure. In February 2021, the Commission
made a unanimous negative determination under section 202(b) of the Trade Act with respect to
imports of fresh, chilled, or frozen blueberries.

Section 301 investigations: Active section 301 investigations in 2021 covered technology transfer,
intellectual property, and innovation practices in China; taxes on digital services proposed or adopted by
France and other jurisdictions; large civil aircraft subsidies by the European Union (EU) and certain
member states; and currency and timber-related activities in Vietnam.!

Technology transfer, intellectual property, and innovation practices in China: In 2021, the U.S. Trade

Representative announced an additional extension of certain existing product exclusions. The Office of
the U.S. Trade Representative (USTR) is currently in the process of reviewing the public comments on
the potential reinstatement of the 549 previously extended exclusions.

Digital services taxes (DSTs): After previously finding in 2020 that the DST adopted by France was subject
to action under section 301, in 2021, USTR found that DSTs adopted by Austria, India, Italy, Spain,
Turkey, and the UK were also subject to action under section 301. USTR further found that four
jurisdictions with proposed DSTs—Brazil, the Czech Republic, the EU, and Indonesia—had not adopted

1 The UK formally withdrew from the EU on January 31, 2020. In this report, the EU refers to the remaining 27
member countries (Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Poland, Portugal,
Romania, Slovakia, Slovenia, Spain, and Sweden), and EU data exclude the UK for the entire time series.
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or implemented the DSTs under consideration when the section 301 investigations were initiated and
therefore the respective investigations would be terminated without further proceedings. Later in 2021,
the United States and 136 other member jurisdictions joined the “Statement on a Two-Pillar Solution to
Address the Tax Challenges Arising from the Digitalisation of the Economy” adopted by the Organisation
for Economic Co-operation and Development (OECD) and the G20. Afterward, the United States, Austria,
France, Italy, Spain, and the UK reached a political compromise, and the United States subsequently
terminated the existing section 301 trade actions on goods of those states. The United States also made
similar agreements separately with Turkey and India, which also resulted in the United States
terminating its existing section 301 actions against each country.

Large civil aircraft subsidies: In 2021, the United States announced similar yet separate cooperative
frameworks with the EU and the UK to address the large civil aircraft disputes by suspending the tariffs
related to these disputes for five years and agreeing upon a set of principles to guide the cooperation
between them in this sector. In line with the framework, the U.S. Trade Representative determined to
suspend the action resulting from the section 301 investigation for five years beginning July 4, 2021,
with respect to tariffs on goods of the UK, and beginning July 11, 2021, with respect to tariffs on goods
of EU member states.

Vietnam currency: In 2021, the U.S. Trade Representative determined that Vietnam’s acts, policies, and
practices related to the undervaluation of its currency were unreasonable under U.S. and international
norms. The U.S. Trade Representative further determined that these activities constitute a burden or
restriction on U.S. commerce and, accordingly, are actionable under section 301(b) of the Trade Act. The
U.S. Trade Representative ultimately determined that no action under the section 301 investigation was
warranted at the time in light of an agreement between U.S Treasury and the State Bank of Vietnam
regarding currency practices.

Vietnam timber: In 2021, the U.S. Trade Representative announced that the United States and Vietham
had reached an agreement addressing U.S. concerns about Vietnamese timber, which related to
Vietnam’s import and use of alleged illegally harvested and traded timber. USTR will monitor Vietham’s
implementation of the commitments it made in the agreement.

Special 301 investigations: USTR conducts an annual review of the state of intellectual property rights
(IPRs) enforcement and protection among U.S. trading partners pursuant to section 182 of the Trade Act
(also known as “special 301”). To aid in the administration of the statute, USTR publishes a watch list
and a priority watch list identifying countries with particular IPR-related problems. In its 2021 Special
301 Report, USTR placed nine countries on its priority watch list: Argentina, Chile, China, India,
Indonesia, Russia, Saudi Arabia, Ukraine, and Venezuela. USTR removed one country, Algeria, from the
previous year’s list of priority watch countries based on the country’s efforts to increase engagement
and cooperation with stakeholders, improve enforcement efforts, and reduce IP-related market access
barriers.

Antidumping duty (AD) investigations: The Commission instituted 30 new antidumping investigations
under Title VII of the Tariff Act of 1930 and made 21 preliminary determinations and 83 final
determinations in 2021. As a result of the affirmative final U.S. Department of Commerce (USDOC) and
Commission determinations, the USDOC issued 82 antidumping duty orders on 24 products from 37
countries in 2021.
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Countervailing duty (CVD) investigations: The Commission instituted 16 new countervailing duty
investigations under Title VII of the Tariff Act of 1930, and made 11 preliminary determinations and 30
final determinations in 2021. The USDOC issued 30 countervailing duty orders on 21 products from 14
countries in 2021 as a result of the affirmative USDOC and Commission determinations.

AD/CVD Reviews: The USDOC initiated, and the Commission instituted 114 reviews of existing AD/CVD
orders or suspended investigations, as required by law, either five years after initial publication or five
years after publication of a subsequent determination to continue them. The Commission completed 56
reviews, resulting in the continuation of all 56 AD/CVD orders.

Section 129 determinations: Neither the USDOC nor the Commission made any determinations during
2021 under section 129 of the Uruguay Round Agreements Act, nor were any proceedings in process.

Section 337 investigations: During calendar year 2021, there were 127 active section 337 investigations
and ancillary proceedings alleging unfair practices in the import trade, such as the importation of
products that infringe valid and enforceable U.S. patents. Seventy-three of these proceedings were
instituted in 2021: 52 were new section 337 investigations and 21 were new ancillary (secondary)
proceedings relating to previously concluded investigations. The Commission completed a total of 67
investigations and ancillary proceedings under section 337 in 2021, and issued 5 general exclusion
orders, 8 limited exclusion orders, and 24 cease and desist orders.

Section 337 proceedings active in 2021 involved a broad spectrum of products. Technology products
remained the largest category, with about 28 percent of the active proceedings involving computer and
telecommunications equipment, and about 14 percent involving consumer electronics. Pharmaceuticals
and medical devices were also at issue in about 14 percent of the active proceedings, and automotive,
manufacturing, and transportation products were at issue in about 9 percent of the active proceedings.
Other products at issue varied widely, ranging from wood-pellet grills to toner cartridges, landscape
lights, and baseball bats.

National security investigations: During 2021, the USDOC instituted one new investigation under the
national security provisions in section 232 of the Trade Expansion Act of 1962. The new investigation
assessed the national security implications of imports of neodymium magnets. The investigation relating
to vanadium, initiated in 2020, was concluded in 2021 with a negative determination. The previously
completed reports pertaining to the investigations on uranium, titanium sponge, grain-oriented electric
steel, and automobiles and automobile parts were released to the public. No new section 232 measures
were imposed by the President during 2021. Tariff increases imposed in 2017 under section 232 on
certain steel and aluminum imports remained in place throughout 2021, though the duties were subject
to numerous exclusions and modifications.

American Manufacturing Competitiveness Act of 2016 (AMCA): As of the end of 2021, legislation that
would extend the AMCA procedures was pending in Congress. Now expired, AMCA set out a procedure
for two cycles under which members of the public could submit petitions for temporary duty
suspensions or reductions to the Commission, demonstrating that they were likely beneficiaries of the
requested duty suspension or reduction. Following receipt of petitions, the Commission evaluated and
categorized the petitions in accordance with certain statutory criteria, sought public comment, and then
filed preliminary and final reports with the U.S. House of Representatives Committee on Ways and
Means and the U.S. Senate Committee on Finance, which made the ultimate decision over whether such

United States International Trade Commission | 21



Year in Trade, 2021

duties were suspended or eliminated. Duty suspensions and reductions from the last cycle were enacted
under the Miscellaneous Tariff Bill Act of 2018, following the Commission’s 2017 final report under the
AMCA, and expired at the end of 2020.

Section 1205 Updates to the Harmonized Tariff Schedule of the United States (HTS): In January 2020,
the World Customs Organization (WCO) accepted the 2022 Edition of the Harmonized System, which
contained about 350 separate amendments relating to a wide range of products and product groups. As
part of the process of incorporating these amendments into the HTS, the Commission published a draft
recommendations report, on which the public was asked to comment, in November 2020, and a final
recommendation report in April 2021. As required by section 1205 of the Omnibus Trade and
Competitiveness Act of 1988, the Commission transmitted its recommendations to the U.S. Trade
Representative, who then transmitted the report to the Committee on Ways and Means of the U.S.
House of Representatives and the U.S. Senate Committee on Finance. After the statutorily prescribed
layover period, the President issued Proclamation No. 10326 on December 23, 2021, which incorporated
by reference the Commission publication Modifications to the Harmonized Tariff Schedule of the United
States under Section 1206 of the Omnibus Trade and Competitiveness Act of 1988 and for Other
Purposes. That publication modified the HTS to implement the 2022 Harmonized System Mandates.
Those modifications became effective per Proclamation No. 10326 on January 27, 2022.

Trade Adjustment Assistance (TAA): The U.S. Department of Labor (USDOL) administers the TAA for
Workers Program, while the USDOC administers the TAA for Firms Program. Effective July 1, 2021, the
TAA Program, as amended by the Trade Adjustment Assistance Reauthorization Act of 2015 (TAARA)
reverted to a previous version of the program, referred to as Reversion 2021. In fiscal year (FY) 2021, the
USDOL received 731 petitions from groups of workers seeking benefits, a decline from 1,245 petitions
filed in FY 2020. The USDOL certified 801 petitions covering 107,454 workers as eligible to apply for
benefits and services under the TAA for Worker Program and denied 217 petitions covering 31,573
workers. In FY 2021, the USDOC certified 117 petitions as eligible for assistance under the TAA for Firms
Program and approved 102 adjustment protocols.

Trade Preference Programs

Following a 27.6 percent decline in 2020 compared to pre-pandemic 2019, the value of total U.S.
imports entered under all preference programs rose by 22.0 percent from 2020 to 2021. However, the
value of total U.S. imports entered under all preference programs remained lower than in 2019. U.S.
imports entered under the African Growth and Opportunity Act (AGOA) and the Nepal Trade Preference
Program (NTPP) had the largest increases in value from 2020 to 2021. Only the NTPP and the Caribbean
Basin Economic Recovery Act had a greater U.S. import value compared to 2019 U.S. imports. The
utilization rate of trade preference programs, measured by imports entered under specified tariff
preference programs as a share of total imports under program-eligible HTS subheadings, decreased
from 74.9 percent in 2020 to 61.0 percent in 2021. The utilization rates of all trade preference programs
declined in 2021, except for those entered under AGOA (excluding imports under GSP).

Generalized System of Preferences (GSP): With the program’s authorization lapsed for the entirety of
2021, U.S. imports that claimed, but to-date have not received, duty-free treatment under GSP rose by
10.4 percent to $18.7 billion in 2021. These imports accounted for 9.2 percent of total U.S. imports from
all GSP beneficiary countries. Indonesia, Thailand, and Cambodia were the top three sources of imports
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entered under the GSP program in 2021. USTR monitored and engaged with the seven beneficiary
developing countries which had ongoing country practices reviews, but USTR took no new actions. In
2021, legislation was introduced in Congress that would make certain changes to the program and
reinstate the President’s authority to provide duty-free treatment to eligible goods from eligible
countries, but the legislation was still pending at the end of 2021.

Nepal Trade Preferences Program (NTPP): In 2021, imports under NTPP were nearly $4 million, an
increase of almost 60 percent from 2020. These imports represented 3.6 percent of total U.S. imports
from Nepal and an increase of 0.8 percentage points from 2020, about equal to the share in 2019.

African Growth and Opportunity Act (AGOA): In 2021, 39 sub-Saharan African (SSA) countries were
eligible for AGOA preferential benefits. Of these countries, 27 were eligible for AGOA textile and apparel
benefits for all or part of 2021. As a result of the 2021 annual AGOA eligibility review, AGOA eligibility
was terminated for Ethiopia, Guinea, and Mali, effective January 1, 2022. In 2021, the value of U.S.
imports that entered free of duty from beneficiary countries under AGOA (including imports under GSP)
was $6.7 billion, an increase of 61.9 percent from 2020. These imports accounted for 24.5 percent of
total imports from AGOA countries in 2021. In 2021, imports entering the United States exclusively
under AGOA (excluding those entered under GSP) were valued at $6.0 billion, accounting for about 22
percent of U.S. imports from AGOA countries.

Caribbean Basin Economic Recovery Act (CBERA): In 2021, 17 countries and dependent territories were
eligible for CBERA preferences, among which 8 were eligible for expanded preferences under the
Caribbean Basin Trade Partnership Act (CBTPA). In 2021, the total value of U.S. imports entered under
CBERA preferences increased 18.7 percent to $2.2 billion. Haiti and Trinidad and Tobago were the top
suppliers of U.S. imports under CBERA; methanol, crude petroleum, and apparel were the top imported
products. Imports entered under CBERA accounted for 25.0 percent of all imports from CBERA
beneficiary countries in 2021.

Haiti Initiatives: The Haitian Hemispheric Opportunity through Partnership Encouragements Acts of
2006 and 2008 (HOPE Acts) and the Haiti Economic Lift Program Act of 2010 (HELP Act) amended CBERA
to provide additional benefits only to Haiti. Significantly, these benefits give Haitian producers more
flexibility in sourcing yarns and fabrics beyond the preferences available under CBTPA. Apparel is the
primary U.S. import from Haiti under CBERA. Most U.S. textiles imports from Haiti (74.0 percent)
entered under the more liberal HOPE/HELP preference rules, and 99.0 percent of all U.S. textiles and
apparel imports from Haiti in 2021 entered under one of the CBERA-related programs.

The World Trade Organization

WTO developments in 2021: Due to the ongoing COVID-19 pandemic, the Twelfth WTO Ministerial
Conference was again postponed, from November 2021 to June 2022. During 2021, members of the
General Council selected Dr. Ngozi Okonjo-lweala of Nigeria as the seventh WTO Director-General.
Negotiations continued on selected plurilateral agreements, such as electronic commerce, fisheries
subsidies, and services. Throughout the year, meetings continued between the cosigners of a proposed
waiver for all WTO members of certain provisions of the Agreement on Trade-Related Aspects of
Intellectual Property Rights in relation to the prevention, containment, and treatment of COVID-19.
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U.S. concerns about WTO dispute settlement: In 2021, USTR reaffirmed the finding of its February
2020, Report on the Appellate Body of the World Trade Organization, which set out U.S. concerns about
the operation of the WTO dispute settlement, particularly at the Appellate Body level. The February
2020 Report identified seven areas of concerns in which the Appellate Body had exceeded its authority,
stating the Appellate Body had “taken away rights and imposed new obligations through erroneous
interpretations of WTO agreements.” The United States continued to express such concerns at DSB
meetings during 2021 about the Appellate Body’s disregard for the rules set by WTO members, adding
to or diminishing rights or obligations under the WTO Agreement. The United States also expressed
concern about appellate reports going far beyond the text of the WTO agreements setting out WTO
rules in areas as varied as subsidies, antidumping and countervailing duties, standards under the
Technical Barriers to Trade (TBT) Agreement, and safeguards. The United States stated that, as a result,
the United States was not prepared to agree to launch the process to fill vacancies on the Appellate
Body without WTO members engaging with and addressing these critical issues. Consequently, there are
no Appellate Body members to hear appeals.

WTO dispute settlement: During 2021, WTO members filed nine new requests for dispute settlement
consultations. This number was the second-lowest number for any year since the establishment of the
WTO in 1995, and sharply lower than the 20 requests filed during 2019 and 38 filed during 2018. It was
also the first year since the establishment of the WTO that the United States was not named either a
complaining or a respondent party in a request for consultations initiating a new dispute. Eight
countries—Costa Rica, Malaysia, Japan, Australia, China, the EU, Saudi Arabia, and Brazil—filed new
requests for consultations, and only Costa Rica filed more than one new request. One new dispute
settlement panel was established during 2021 in which Hong Kong alleged that certain U.S. measures
concerning the origin marking requirement applicable to goods produced in Hong Kong appear to be
inconsistent with certain articles of the General Agreement on Tariffs and Trade (GATT) 1994, the
Agreement on Rules of Origin, and the TBT Agreement.

During 2020, the WTO dispute settlement panels issued reports in three disputes to which the United
States was a party (DS539: United States—Anti-Dumping and Countervailing Duties on Certain Products
and the Use of Facts Available; DS562: United States—Safeguard Measure on Imports of Crystalline
Silicon Photovoltaic Products; and DS577: United States—Anti-dumping and Countervailing Duties on
Ripe Olives from Spain). With respect to case DS539, the United States notified the DSB on March 19,
2021, of its decision to appeal certain issues of law covered in the panel report. With respect to case
DS562, the panel rejected all of China’s claims and made no recommendation to the WTO Dispute
Settlement Body (DSB) pursuant to Article 19.1 of the WTO Dispute Settlement Understanding. China
subsequently notified the DSB on September 16, 2021, of its decision to appeal to the Appellate Body
certain issues of law and legal interpretations in the panel report. With respect to case DS577, the panel
found that the USDOC acted inconsistently with the SCM Agreement and GATT 1994, but rejected the
EU’s claims concerning the Commission’s injury determination. The DSB adopted the panel report on
December 20, 2021.

Developments at the Compliance Level in Two U.S. and EU Disputes on Large Civil Aircraft: In March
2021, the EU and the UK, and the United States, each agreed to suspend countermeasures imposed
following arbitration awards won in 2020. These awards at the compliance level were in response to
disputes filed years earlier relating to subsidies provided to domestic producers of large civil aircraft—
subsidies provided by the EU to Airbus and by Washington State to Boeing. In June 2021, the United
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States reached understandings on cooperative frameworks with the EU and the UK, respectively,
announcing that each party intends not to impose the WTO-authorized countermeasures for a period of
five years starting from July 2021. The frameworks also addressed issues such as the establishment of
respective U.S.-EU and U.S.-UK working groups on large civil aircraft, the provision of financing to
respective large civil aircraft producers on market terms, and the provision of R&D funding for
respective large civil aircraft producers through open and transparent processes that do not cause
negative effects to the other side.

Selected Regional and Bilateral Activities

Organisation for Economic Co-operation and Development (OECD): Chaired by the United States, the
OECD Ministerial Council Meeting convened in 2021 under the theme of “Shared Values: Building a
Green and Inclusive Future.” Ministers discussed near-term issues such as the lessons learned from the
COVID-19 pandemic, and the priorities for the near-term recovery, as well as medium- and long-term
issues, such as international trade, climate change, digital transformation, inclusive growth, gender
equality, anti-bribery, and international tax. In 2021, the OECD/G20 Inclusive Framework on Base
Erosion and Profit Shifting (BEPS) made notable progress toward building consensus on addressing
international taxation issues. As of November 4, 2021, 137 countries and jurisdictions had joined an
political agreement consisting of two pillars. Pillar One suggests that some taxing rights over
multinational enterprises would be reallocated to the markets where their business activities take place,
regardless of whether firms have a physical presence there. Pillar Two stipulates agreement on a
minimum 15 percent tax rate, starting in 2023, for multinational enterprises with revenue above €750
million (equivalent to about $887 million in 2021).

Asia-Pacific Economic Cooperation (APEC): In 2021, under New Zealand’s leadership, APEC adopted the
theme “Join, Work, Grow. Together,” with the following policy priorities: (1) “economic and trade
policies that strengthen recovery, with a focus on the right macroeconomic, microeconomic and trade
policy choices”; (2) “increasing inclusion and sustainability for recovery by building a better society for
all people and generating a green recovery;” and (3) “pursuing innovation and a digitally enabled
recovery by accelerating the APEC region’s work in these areas.” Among the top APEC 2021 agenda
items were the responses to the COVID-19 pandemic and the improvement of supply chain
performance.

Trade and Investment Framework Agreements (TIFAs): By year end 2021, the United States had
entered 60 TIFAs. The U.S.-Paraguay TIFA, originally signed in 2017, entered into force in March 2021. A
number of developments and TIFA Council meetings took place in 2021, including those with Argentina,
the Association of Southeast Asian Nations, Brazil, Burma, Central Asia, Ecuador, Fiji, Nigeria, Paraguay,
Philippines, Taiwan, Tunisia, Ukraine, United Arab Emirates, and Uruguay.

Trade Partnerships: In 2021, the United States launched two significant trade partnerships with major
partners; the EU and India. During the inaugural meeting of the U.S.-EU Trade and Technology Council,
leaders from both economies outlined their major areas of focus: (1) nonmarket economy policies and
practices, (2) barriers to trade in emerging technology products and services, (3) labor rights and
“decent work,” (4) child and forced labor, (5) resilient and sustainable global supply chains, and (6) trade
and environment. The U.S.-India Trade Policy Forum and its four working groups on agriculture, non-
agriculture goods, services and investment, and IP were successfully relaunched in 2021. At its first
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ministerial-level meeting in November 2021, senior government representatives of each country
committed to finalizing work on market access facilitation for various agriculture products, among other
issues. For more information, see chapter 6.

U.S. Free Trade Agreements

As of December 31, 2021, the United States was party to 14 free trade agreements (FTAs) involving a
total of 20 countries (table ES.1).

Table ES.1 U.S. free trade agreements (FTAs) in force as of December 31, 2021

FTA = free trade agreement; TPA = trade promotion agreement.

FTA Date of signature Date of entry into force
U.S.-Israel FTA April 22, 1985 August 19, 1985
U.S.-Jordan FTA October 24, 2000 December 17, 2001
U.S.-Chile FTA June 6, 2003 January 1, 2004

U.S. Singapore FTA

U.S.-Australia FTA

U.S.-Morocco FTA

U.S.-Bahrain FTA

Dominican Republic-Central America FTA
(CAFTA-DR)

U.S.-Oman FTA

U.S.-Peru TPA

U.S.-Korea FTA (KORUS)

U.S.-Colombia TPA

U.S.-Panama TPA

United States-Mexico-Canada Agreement
(USMCA)

May 6, 2003

May 18, 2004

June 15, 2004
September 14, 2004
May 28, 2004; August 5,
2004

January 19, 2006
April 12, 2006

June 30, 2007
November 22, 2006
June 28, 2007
November 30, 2018

January 1, 2004
January 1, 2005
January 1, 2006
August 1, 2006
March 1, 2006—January 1, 2009
(various dates)
January 1, 2009
February 1, 2009
March 15, 2012
May 15, 2012
October 31, 2012
July 1, 2020

Source: USTR, “Free Trade Agreements,” accessed April 14, 2021.
Note: The U.S.-Jordan FTA was fully implemented on January 1, 2010. CAFTA-DR is an FTA between the United States and six countries in
Central America and the Caribbean, and is composed of Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, and the Dominican Republic.
The Central American parties and the United States first signed the agreement on May 28, 2004, and all parties including the Dominican
Republic signed on August 5, 2004. CAFTA-DR entered into force between the United States and Costa Rica on January 1, 2009; between the
United States and the Dominican Republic on March 1, 2007; between the United States and Guatemala on July 1, 2006; between the United
States and Honduras and Nicaragua on April 1, 2006; and between the United States and El Salvador on March 1, 2006. On July 1, 2020, the
USMCA replaced NAFTA which had entered into force on January 1, 1994.

U.S. imports under FTAs: The value of U.S. merchandise imports entered under FTA provisions
(hereafter FTA imports) increased 18.7 percent compared to 2020, totaling $417.0 billion in 2021. FTA
imports accounted for 43 percent of total U.S. imports from FTA partners and 14.8 percent of U.S.

imports from the world. FTA imports from all partners increased in 2021, except for those from Panama,
which fell by 2.0 percent. Of the 14 FTAs, FTA imports under the United States-Mexico-Canada
Agreement (USMCA) accounted for more than three-quarters of total FTA imports. U.S. imports entered
under the USMCA increased by 17.1 percent, while U.S. imports entered under all 13 remaining other
FTAs combined increased by 24.5 percent.

U.S.-Mexico-Canada Trade Agreement (USMCA) Implementation: The USMCA entered into force on
July 1, 2020, superseding the North American Free Trade Agreement (NAFTA). The USMCA maintains
tariff preferences at zero duty rates that were in place under NAFTA, modifies the investor-state dispute
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settlement mechanism with respect to Mexico, and includes additional obligations covering, for
example, labor rights, environmental protection, good regulatory practices and digital trade. In contrast
to NAFTA, the USMCA’s labor and environment obligations are fully enforceable under the agreement.

Free Trade Commission: During the first Free Trade Commission meeting, the Ministers of the three
countries reviewed the work of the committees established by the USMCA, which have convened virtual
meetings since July 1, 2020. The committees include Rules of Origin and Origin Procedures; Textiles and
Apparel Trade Matters; Trade Facilitation; Sanitary and Phytosanitary Measures; Technical Barriers to
Trade; Transportation Services; Financial Services; Intellectual Property Rights; State-Owned Enterprises
and Designated Monopolies; Small and Medium-Sized Enterprises (SMEs); Competitiveness; Good
Regulatory Practices; Agricultural Trade; Working Group for Cooperation on Agricultural Biotechnology;
Labor Council; Environment Committee; and Temporary Entry. The United States, Mexico, and Canada
also held ministerial-level discussions on the USMCA’s labor and environment obligations.

Labor: The Labor Council convened its first meeting on June 29, 2021, via videoconference and hosted
by the United States. During the meeting, the Council discussed several topics, including (1) the ongoing
implementation of Mexico’s recent labor law reform; (2) the Agreement’s requirement that each party
prohibit the importation, into its territory, of goods produced in whole or in part by forced or
compulsory labor; (3) key labor policies for migrant workers; and (4) areas for ongoing and future
cooperation and technical capacity building. The Council also held a virtual public session where
workers, employers, civil society organizations, and the public contributed to a discussion related to the
implementation of the Labor Chapter of the USMCA. Also, the Independent Mexico Labor Expert Board
delivered its second report to the Interagency Labor Committee and the U.S. Congress on July 7, 2021,
indicating that while Mexico has made significant progress in the implementation of its Labor Law
Reform, the Board identified a “number of serious concerns with Mexico’s labor law enforcement
process and implementation of its labor reform.” Finally, in 2021, the United States requested reviews
under the Rapid Response Mechanism against two facilities operating in Mexico: one concerning a
General Motors facility in Silao, Mexico, and another concerning Tridonex, an automotive parts facility in
Matamoros, Mexico. A resolution to these two requests for review was reached expeditiously (further
information is under the Dispute Settlement section below).

Environment: The Environment Committee, chaired by Canada, held its inaugural meeting on June 17,
2021. At the inaugural meeting parties provided updates on their efforts in implementing the USMCA
environment commitments and held a discussion on law enforcement cooperation to stem wildlife
trafficking and trade in illegally harvested timber. Also, the Council for the Commission for
Environmental Cooperation (CEC) met virtually on September 9-10, 2021, for its first regular session
under the USMCA and the Agreement on Environmental Cooperation Among the Governments of the
United States of America, United Mexican States, and Canada (ECA) to affirm the obligation to support
the implementation of the USMCA Environment Chapter, recognize the importance of cooperation to
achieve shared environmental goals, and promote sustainable development with strengthened trade
and investment relations that will benefit communities across North America. In 2021, the CEC
continued the practice of reporting on actions taken on public submissions on enforcement matters. At
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the end of 2021, six submissions remained open: one involving the United States and five involving
Mexico.

Small and Medium-Sized Enterprises (SMEs): In July 2021, the SME Committee organized a trilateral
webinar on the topic “Accessing USMCA Markets with E-Commerce: Tools for SMEs” to increase online
international sales. During the webinar, attended by over 600 SMEs from the three countries, women-
owned SMEs shared best practices in expanding export sales into the North American markets, including
through the use of electronic commerce. Webinar participants also received information about
government resources. In addition, in 2021, the SME Committee launched a pilot network of small
business development center/SME counselors among the United States, Mexico, and Canada to share
best practices and help SME clients prepare for new trade opportunities under the USMCA. The SME
Dialogue organized an online webinar scheduled to take place on April 22, 2022. It was convened by
USTR, the USDOC, and the U.S. Small Business Administration (SBA), together with the Global Affairs
Canada and Canada’s Trade Commissioner Service, and the Ministry of the Economy of Mexico.

Rules of Origin: The Interagency Committee on Trade in Automotive Goods (Interagency Autos
Committee) met in 2021 to monitor the implementation of the USMCA’s automotive rules of origin,
including the alternative staging regime and implementation of the Uniform Regulations. In June 2020,
the Interagency Autos Committee published the Uniform Regulations, which included provisions related
to the rules of origin for automotive goods. The Uniform Regulations are intended to assist North
American automotive producers, exporters, and importers in ensuring that all USMCA countries share
the same interpretation, application, and administration of the automotive rules contained in the
USMCA. In August 2021, Mexico and Canada requested consultations with the United States regarding
its interpretation and application of the rules of origin for automotive goods under the Agreement.
Although consultations took place in September 2021, they did not resolve the dispute as of December
31, 2021.

USMCA Dispute Settlement: The principal dispute settlement mechanisms of the USMCA are included in
Chapter 10 (Trade Remedies), Chapter 14 (Investment), and Chapter 31 (Dispute Settlement). At the end
of 2021, there were seven active cases under review by binational panels established under Chapter 10,
Article 10.12. Four cases challenge the USDOC’s antidumping and countervailing duty orders on
softwood lumber from Canada, one challenges the Canadian investigating authority’s final antidumping
determination on gypsum board, and two challenge the Mexican investigating authority’s final
antidumping determination on carbon and certain alloy steel wire rod and steel concrete reinforcing
bar.

On May 25, 2021, the United States requested and established a USMCA dispute settlement panel under
USMCA’s Chapter 31, to review Canada’s dairy TRQ allocation measures. The panel released its final
report on December 20, 2021, and to the public on January 4, 2022. The panel agreed with the United
States that Canada’s allocation of dairy tariff-rate quotas (TRQs), specifically the setting aside of a
percentage of each dairy TRQ exclusively for Canadian processors, is inconsistent with Canada’s
commitment in Article 3.A.2.11(b) of the USMCA not to “limit access to an allocation to processors.” On
June 18, 2021, Canada requested the establishment of a USMCA Chapter 31 dispute settlement panel
with respect to the U.S. safeguard measures on crystalline silicon photovoltaic cells. In its panel request
and subsequent written submissions, Canada alleged that the U.S. President’s decision in 2018 not to
exclude Canadian products from the safeguard measure was inconsistent with USMCA Articles 10.2.1,
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10.2.2,10.2.5(b), 10.3, and 2.4.2. As of December 2021, panel proceedings were ongoing, but a
resolution was ultimately reached in July 2022.

In 2021, the United States twice invoked the United States-Mexico Facility-Specific Rapid Response
Labor Mechanism against two facilities operating in Mexico: General Motors, in Silao, Mexico, and
Tridonex, S. de R.L. de C.V., a subsidiary of Cardone Industries, a Philadelphia-based auto parts
manufacturer that supplies the U.S. market, located in Matamoros, Tamaulipas, Mexico. On May 10,
2021, the United States requested that Mexico conduct a review of whether a Denial of Rights was
occurring to workers at the General Motors de México facility in Silao, State of Guanajuato, Mexico. On
July 8, 2021, the U.S. Trade Representative announced a remediation agreement reached with Mexico
that addressed a denial of workers’ right of free association and collective bargaining that Mexico found
to have occurred for workers at the General Motors facility. On May 10, 2021, the American Federation
of Labor-Congress of Industrial Organizations (AFL-CIO) and other organizations filed a petition under
the Rapid Response Mechanism with the Interagency Labor Committee against Tridonex. The
submission alleged that workers at the Tridonex automotive parts facility were being denied the right of
free association and collective bargaining. On August 10, 2021, USTR announced the United States had
reached an agreement with Tridonex on a reparation course including severance pay, backpay, and a
commitment to neutrality in future union elections.

NAFTA Dispute Settlement: The dispute settlement provisions of NAFTA are found in NAFTA’s Chapter
11 (Investment), Chapter 19 (Review and Dispute Settlement in Antidumping/Countervailing Duty
Matters), and Chapter 20 (State-to-State Dispute Settlement). During 2021, there were a total of nine
pending cases filed under Chapter 11, including three cases against Canada by U.S. investors; four cases
filed against Mexico (three filed by U.S. investors and one by Canadian investors); and two cases filed
against the United States (one filed by Canadian and Mexican investors, and one filed by Canadian
investors). Pursuant to the USMCA Annex 14-C, which addresses the transition between NAFTA and the
USMCA for investor-state disputes, these cases may proceed to their conclusion in accordance with
Chapter 11 of NAFTA. There were no pending disputes under Chapter 20 (State-to-State Dispute
Settlement) in 2021.

As of December 31, 2021, there were seven active binational panels remaining under NAFTA Chapter 19.
Two were concerning the USITC’s determinations regarding fabricated structural steel from Canada and
Mexico. Other active Chapter 19 cases include challenges to USDOC’s antidumping determinations on
fabricated structural steel from Canada, light-walled rectangular pipe and tube from Mexico, and
softwood lumber from Canada; a challenge to the USDOC’s antidumping and countervailing duty order
on softwood lumber from Canada; and a challenge to the Mexican investigating authority’s final
antidumping determination on ammonium sulphate from the United States. Pursuant to the USMCA
Chapter 34, which provides the transitional provisions from NAFTA, these panel reviews may proceed to
their completion in accordance with Chapter 19 of NAFTA.

Developments with other FTAs already in force: U.S. officials engaged with a number of FTA partners of
the other 13 U.S. FTAs in force during 2021. Discussions covered a range of trade- and investment-
related issues, including with respect to the labor and environmental provisions included in most of
these agreements. A new U.S.-Chile work program on environmental cooperation was negotiated for
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the period 2021-24. The United States and Singapore also negotiated a new Plan of Action for
Environmental Cooperation under their Memorandum of Intent on Environmental Cooperation.

In January 2021, Guatemala published a single customs schedule, which resolved longstanding
challenges concerning tariff classification and U.S. preferential access in Guatemala. In February 2021,
the United States and Morocco agreed to the use of self-attestations to meet requests made earlier in
2021 by the Moroccan government regarding additional documentation of U.S. beef and beef product
exports. Following engagement under multiple U.S.-Colombia TPA committees, the Colombian
government announced in December 2021 that its investigation into imports of dairy products from the
United States did not find evidence justifying any safeguard measures. The two governments also
exchanged letters in July 2021 which further clarified commitments under the U.S.-Colombia TPA by
eliminating bureaucratic requirements for U.S. corn exporters.
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U.S. Trade in 2021

U.S. Trade Overview

U.S. merchandise trade: U.S. two-way merchandise trade increased by 22.0 percent between 2020 and
2021. U.S. merchandise exports increased by 23.1 percent to $1.8 trillion in 2021, while U.S.
merchandise imports increased by 21.3 percent to $2.8 trillion in 2021. As a result, the U.S. merchandise
trade deficit increased by almost 18.4 percent to $1.1 trillion in 2021 (figure ES.1). The top destinations
for merchandise exports included the EU, Canada, Mexico, China, and Japan, while the top sources of
merchandise imports were China, Canada, Mexico, and the EU. U.S. total trade of energy-related
products and chemicals and related products experienced the largest increases. Eleven of the 12 sectors
that make up U.S. merchandise trade had a trade deficit in 2021. Energy-related products was the only
merchandise sector with a trade surplus. For more information on the merchandise sectors referred to
in this report, see chapter 6.

U.S. services trade: U.S. cross-border trade increased by 12.6 percent to $1.3 trillion in 2021. However,
this value still fell short of 2019 U.S. services trade. The top destinations for services exports included
the EU, the UK, Canada, Japan, and China, while the top sources of services imports were the EU, the
UK, Japan, Canada, and India. Other business services remained the largest category of both services
imports and exports. The strongest services export growth in 2021 was in construction, transportation
services and financial services, while the strongest sources of import growth were travel services and
transportation services.

Figure ES.1 U.S. trade balance in goods and services, 2007-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.1.
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Investment Position Tables, table 2.2; U.S. Trade in Services, by Type of Service and by Country or Affiliation, March 25, 2022.
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Developments with Selected Major Trading
Partners

This report covers U.S. trade development in 2021 with its top five trading partners (the EU, China,
Mexico, Canada, and Japan), and two other major trading partners (the UK and India) based on their
recent trade policy activities. Two-way merchandise trade and cross-border total services trade with
each trading partner are presented in figures ES.2 and ES.3, respectively.

Figure ES.1 U.S. merchandise trade with selected major trading partners, 2021

In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found
in appendix table B.2.
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Figure ES.2 U.S. total services trade with selected major trading partners, 2021

In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found
in appendix table B.3.
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Source: USDOC, BEA, International Transactions, International Services, and International Investment Position Tables, table 1.3; U.S.
International Transactions, Expanded by Area and Country, March 25, 2022.

EU: The EU, viewed as a single market, was the United States’ largest merchandise trading partner in
total trade in 2021. Total U.S. merchandise trade with the EU increased by 18.0 percent to $762.9 billion
in 2021, representing 16.6 percent of U.S. total merchandise trade with the world. The EU remained the
top U.S. services trading partner in 2021. U.S. total services trade with the EU increased by 14.4 percent
to $325.1 billion in 2021, representing 24.8 percent of U.S. total services trade with the world. Among
the major developments in U.S.-EU trade relations in 2021 were the successful negotiation of
agreements on post-Brexit TRQs and U.S. imports of steel and aluminum, and the establishment of the
U.S.-EU Trade and Technology Council.

Canada: Canada was the United States’ second-largest merchandise trading partner in total trade in
2021. Total U.S. merchandise trade with Canada increased by 26.3 percent to $664.2 billion in 2021,
representing 14.5 percent of U.S. total merchandise trade with the world. Canada was the United States’
third-largest services trading partner in 2021. U.S. total services trade with Canada increased by 3.2
percent to $85.6 billion in 2021, representing 6.5 percent of U.S. total services trade with the world.
Among the major developments in the U.S.-Canada trade relations in 2021 were the developments in
two disputes under Chapter 31 of the USMCA regarding dairy TRQs and solar cells, and changes to
Canada’s sanitary and phytosanitary measures and digital services taxes.

Mexico: Mexico was the United States’ third-largest merchandise trading partner in total trade in 2021.
Total U.S. merchandise trade with Mexico increased by 23.2 percent to $661.2 billion in 2021,
representing 14.4 percent of U.S. total merchandise trade with the world. Mexico was the United States’
fifth-largest services trading partner in 2021. U.S. total services trade with Mexico increased by 41.6
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percent to $57.6 billion in 2021, representing 4.4 percent of U.S. total services trade. Among the major
developments in the U.S.-Mexico trade relations in 2021 were the re-establishment of the U.S.-Mexico
High-Level Economic Dialogue, and engagement regarding Mexico’s recent energy reforms. Regarding

labor, two cases were filed by the United States against Mexico under the U.S.-Mexico Facility-Specific

Rapid Response Mechanism of the USMCA, resolutions for which were reached as discussed in chapter
5.

China: In 2021, China was the fourth-largest U.S. merchandise trading partner in total trade. Total U.S.
merchandise trade with China grew by 17.6 percent to $657.4 billion in 2021, representing 14.3 percent
of U.S. total merchandise trade with the world. In 2021, China was the sixth-largest U.S. services trading
partner. U.S. total services trade with China grew by 1.8 percent to $57.0 billion in 2021, representing
4.3 percent of U.S. total services trade with the world. During 2021, two major focuses of U.S.-China
trade relations were continued efforts to achieve implementation of the U.S.-China “Phase One”
Agreement, as well as the various measures taken by the U.S. government to prohibit the importation of
goods produced by forced or convict labor in China’s Xinjiang region.

Japan: Japan was the fifth-largest U.S. merchandise trading partner in total trade in 2021. Total U.S
merchandise trade with Japan increased 14.7 percent to $210.1 billion in 2021, representing 4.6 percent
of U.S. total merchandise trade with the world. In 2021, Japan was the fourth-largest trading partner in
total U.S. cross-border services trade. U.S. total services trade with Japan decreased by less than 1
percent to $68.3 billion in 2021, representing 5.2 percent of U.S. total services trade with the world.
Major developments in U.S.-Japan trade relations in 2021 included the launch of the U.S.-Japan
Partnership on Trade and continuation of trilateral meetings among the United States, Japan, and the
EU on cooperation on issues arising from nonmarket practices.

UK: The UK was the United States’ seventh-largest merchandise trading partner in total trade in 2021.
Total U.S. merchandise trade with the UK increased 8.4 percent to $117.8 billion in 2021, representing
2.6 percent of U.S. total merchandise trade with the world. The UK remained the United States’ second-
largest services trading partner in 2021. U.S. total services trade with the UK increased by 6.4 percent to
$122.5 billion in 2021, representing 9.3 percent of U.S. total services trade with the world. Among the
major developments in U.S.-UK trade relations in 2021 were the successful negotiation of an agreement
on post-Brexit TRQs, and implementation activities under several agreements preserving the terms of
existing U.S.-EU agreements in future trade between the United States and the UK.

India: In 2021, India was the United States’ ninth-largest trading partner in total merchandise trade.
Total U.S. merchandise trade with India increased by 44.8 percent to $113.4 billion in 2021, representing
2.5 percent of U.S. total merchandise trade with the world. In 2021, India was the United States’
seventh-largest partner in cross-border services trade. U.S. total services trade with India increased 8.2
percent to $45.7 billion in 2021, representing 3.5 percent of U.S. total services trade with the world.
Major developments in U.S.-India trade relations in 2021 included the relaunched U.S.-India Trade Policy
Forum, the newly launched U.S.-India Climate and Clean Energy Agenda 2030 Partnership, an