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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.

United States International Trade Commission | 5



6 | www.usitc.gov



Table of Contents

Table of Contents

1= - Lol = Rt 5
Abbreviations and ACrONYMS .......ccc.ciiieiiiieeiiiieeiiitenierenierreneerensessnnssesenssessans 13
EXECULIVE SUMMANY ..ccuiiieiiiiiiiiiiiniiieiieeiiieeiiiasissseisserssssrssssssssssnsssssssrsssssnsssans 17
Chapter1  Global Trade Environment in 2021 ..........ccceeeiiireenciinnnncerennncnennnns 37
TaYdfoTe [Tl u o] o [FU PR 37
Scope and ApPProach Of the REPOIT.......uuveiiiiiiiiiiiiieeiie e e e earrrere e e e 37
SOUICES cttttitteteeteteereeeeeeeereeeeeeeeeeaee e eeaeretaeeeateeeeeteseeeeeeeteeeseeeseseeeseseseseeeseseeesesesenesesesesnsesesesereres 37
Organization Of The REPOIT ....ueeiiii it e e et e e e e s e e earraeeeeeeeens 38
Global Trade ENvironment in 2021.......coo ittt e e e e e e ree e e e e e e e e nrrreeeas 38
Global Macroeconomic Trends in 2021 .......cocivieeeeiiieee et e e e e e eerae e e e e enaee s 39
Global Trade Trends iN 2021 ......ccccuuiiee et e e e et e e e e s sarr e e e e e aae e e e erasaeeeeennneaans 47
Global SUPPlY Chain DiSTUPTIONS......ccciuvieeiiee ettt e e e e e eeabrrre e e e e e s e e s ebrraereeeeeens 55
Chapter 2  Administration of U.S. Trade Laws and Regulations ..................... 61
IMPOIt REHET LAWS ..veeiiiiiie ettt e e s st e e s s s bt e e e s ssabaaeessssaeeesnans 61
SafEgUAId INVESTIZATIONS . .uviiiiiiiii ittt e e e e e e eeabbb e e e e e e e s eesenbrraeeeeeeeens 61
Laws against Unfair Trade PracCtiCes .....iuvuiiiiiiiiiiiiiriiee ettt e s s siaee e e 64
Section 301 INVESTIGATIONS .ceeeiiiiicie e e e e e e e e e et e e e e e e e e en s 64
SPECIAl 301 INVESTIZATIONS ..uvviveeiiiiiiiiiitreeeeee et e e e e e e e e eebbbaeeeeeeeseesensrsaeeeeeeeens 71
Antidumping and Countervailing Duty Investigations and Reviews.........ccccvveeeeeeeerercnnnnnen. 73
Section 129 DeterminNations ......uuiiieieieiirerererererererererererererererererer————————————————————.—.———. 78
SeCtion 337 INVESTIGATIONS .ceieiiiiicie e e e e e e e e e e e e e e e e s 78
National Security INVESTIZAtIONS .......viiiiiiiiiee e e e s s aae e e s e 81
BACKEIOUNG .oveeeeiiiiieeeeee ettt e e e e e et bba e e e e e e e s abbbaaeeeeeessesassbsreneeeeeeesannnes 81
DeVelopPMENTS IN 2021 ...vveeiiiieiieiiiieeee et e e e e e e esebbbreeeeeeeeesessrrareeeeeessesasbrreneeeeeeesannes 82
American Manufacturing Competitiveness Act 0f 2016 ........eeeveeievieiiiiveeeeeeeeiiiiiirreeeeeeeeesenanns 87
World Customs Organization Harmonized System Amendments.......ccccceeeeeeveevccnnveeeeeeeeeiennnns 88
2o 4= { o TUT o o [PPSO PPRPPPRPN 88
Implementation of 2022 AMENAMENTS ...ccoviiiiiiiiiiie e srae e e 89
Trade AdJUSTMENT ASSISTANCE ....vvvvviieririiieieirererertrrrteererererererererrrerrr————.—..—r.....r.rer.r.r...—.—. 89
ASSISTANCE TOFr WOTKEIS .ottt ettt e e e e e e e e e e e e e e s nnrrereeeeaeeeennsreneeas 90
YNy =T (ol (o] ol o 5 T UUUUR 93
Trade PreferenCe PrOZIamS ... i ieicitieeeeee e eeeccirrree e e e e e e e eeatrereeeseeeeesessssraeeeeeeessensnsbsaseeseeenas 94
Generalized System Of PreferenCeS ... it 96
Nepal Trade Preference Program ... iieeiieiieeeesieee e esie et e e s s e e s ssbeee e s siaeeeesnans 100
African Growth and OpPOrtUNitY ACT......ccuiiiiiiiiee e 101
Caribbean Basin ECONOMIC RECOVEIY ACT....cciiiiiiiiiiiiiiieiiiieee ettt aae e s 105

United States International Trade Commission | 7



Year in Trade, 2021

Chapter3 The World Trade Organization .........cccceveeireeiiieniieecrencrenccnennnn 111
2o ¢={ Fo U o Vo [ PP PPPRRRRPPUPRN 111
WTO Developments in 2021 ........uviiiiiiieee it eeiiieeeesirree s s siee e e e ssbre e e s sbaaeesssbaeaessnsnaeesssnsenes 112

MINIStErial CONTEIENCE. . .ciiiei it e e e e e e e e e e e e e e s aarrareeeaaeeeennes 112
(CT=T a1 o= I 6o 10T s [ 1 H SRR 112
Selected Plurilateral Agreements under DiSCUSSION ......ccovvveieiiiiieeeiriiiee e 113
Waiver Proposal for Certain Agreement on Trade-Related Aspects of Intellectual
Property RighTS PrOVISIONS .....coiviiiiiiiiiiiii ettt s e e e s bre e e s saaeeesnaes 115
DiSpULE SEEIEMENT BOUY . .uuviiiiiiiiiiiiiiiiiiiieeie ettt e e eesebbrrer e e e e e seseaabraeeeeeeeesesnbrraeneeeeenas 116
Dispute Activities DUFNG 2021 ... ... 119
Panels Established in 2021 that Involve the United States .......ccoccveeeiviiieeiinciiee e 119
Panel and Appellate Body Reports Issued and/or Adopted during 2021 that Involve the
LR <o B 7 1 TR PPRPRRN 120
Reports in Which the United States Was the Respondent........ccoccvevevviiieeiiiiieeeiniiieeeenns 121
Developments at the Compliance Level in Two U.S. and EU Disputes on Large Civil
N ol ¢ i U URUR 124
U.S. Concerns about WTO Dispute Settlement ........coocveviiiiiiiiiiiieeecrieeeeeseee e 124

Chapter 4 Selected Regional and Bilateral Activities.......ccccceeeuerrncrencrennenes 127

Organisation for Economic Co-operation and Development.......ccccceeeeeeeiciiireeeeeeeeeeeecnnnenn, 127
BACKEIOUNG .ottt ettt e s s e e e st e e e s saba e e e s s nabeeeesnabeaeessnseeeesnnns 127
OECD Developments in 2021 .....cccuiuiieiiriieeeeiieeeeesiieee s ssrreeessiseeesssaaneesssssaeeesssssseesssssnes 128

Asia-Pacific ECONOMIC COOPEIATION ..uvveeiiiiiiiiiiiiiieiieeeeeceirreee e e e e eerrbreeeeeeeesesessasreneeeeeeesennnes 130
BACKEIOUNG ..ottt e s st e e sttt e e s sabae e e s snbeeeesnabeeeessnseeeesnnns 130
APEC Developments iN 2021.......ccoiiiiieiiiiieeeeeiieee e ssiieeessireeessssaeeesssaraeessssseeesssssaeesssssees 130

Trade and Investment Framework AGreEmMENtS........ueeeiiviieiciiirreeieee e e e eereirrreeeeee e 133

Chapter5 U.S. Free Trade Agreements........cccceceereenierinnnciienncnnnnncenensscnsnnnes 137
U.S. Imports Entered under FTAS iN 2021......c.uviiiiiiiieeiiiiieeeceieee e ssieeeesssveeeessiaeeesssivaeeesnnes 138
Developments in U.S. FTAs Already in Force DUring 2021 .......cccveviviiiieeeesiiiieeesriieee e siiieee e 139

The United States-Mexico-Canada AZre€mMENT .......ccccuvrreeiieeeeiiiiiieeeee e eeseiirreeeeeeeeeeeanns 140
The North American Free Trade AZIrEEMENT .....uiiiiiviiciiireeieee et ee e e eesearrrereeeeeeeseanes 153
(01 d o1 o U T o VX [ I o ol <SP 154

Developments in FTA Negotiations during 2021.........ccovviiiiiniiieeeiniieeeesrieeeessieee e svnee e 160

Chapter 6 U.S.Trade in 2021 ........cccccireeiireeiirnncrenncrenerensernssssnsessssssassesnsssens 161

U.S. Merchandise Trade.......cccuuiieiiiiiie ettt ee et e et e e st e e e st e e e e e saaeeeeesnnsaeeeennsaneeeanns 161
OVEBIVIBW ettt ittt e e e e e et ettt e re e e e e e e e e e ab b e e eeeeeeaa et saaaeeeeeeeaasssaaaaseeeeesensssann 161
U.S. Merchandise Trade by Trading Partner........cceeeiiiiieeiiniiiee it ssieee e sieee e 164
U.S. Merchandise Trade by Product CategOory........cceevvuiieiiriiiiieiiiieeeesiieee e sreee e sveee e 167

OB T Vi ol =T I - Vo PRSP 169
OVEBIVIBW ittt ettt e e e e e e ettt e ere e e e e e e e e e e bb e e e eeeesaae s s s aeeeeeseaesssaaaasseeeesensssann 169

8 | www.usitc.gov



Table of Contents

U.S. Service Trade by Trading PartNer ......ccccuveeeeeeeeiiiieiireeeeee e eeenirereeeeeeeeesinsreeeeeeesssennns 172
U.S. Services Trade by Product Cat@ZOrY....cccuuveeeieiiiiieiiireeeeeeeeeeeiireeeeeeeeeeeseinnreeeeeeeeesennns 173
Developments with Selected Major Trading Partners ........cccovcvveeeiviieee s eeiee e 176
LU T oY o 1=T=1 4 U1 410 o PSSR 176
(67 g - [o F- HO PSP S PO PP SPPPPPI 180
Y L= (o BT SR UPT OO PPPPUPPPPTN 184
(61310 - RO OO PP OPPPRPPTPPON 189
=T o - 1 PSSRt 193
(Lo TEd=Te I8 € g ={o (o] 1 o PP PPPPRUPPRPRN 198
10T L= T PP PPPUPPRPRN 202
(271 o110 =4 =T o 1 2 ) N 207
Appendix A  Preparation of U.S. Trade Data for Special Import Preference
[ 0 =4 T 2 -3 245
Appendix B Tables for FIGUreS ......ccuiiieeiiiieeiiiieccrriccreeccreeecsrennesennnenns 247
Figures
Figure ES.1 U.S. trade balance in goods and services, 2007—21........ccccccveeiririeeinniieeessirieeesnieeeeesveeesssnes 31
Figure ES.2 U.S. merchandise trade with selected major trading partners, 2021.........cccccovvcrverienceeeeennnn 32
Figure ES.3 U.S. total services trade with selected major trading partners, 2021 .......cccccceeeviveeercveeeennee. 33
Figure 1.1 Change in real GDP of the world and selected major economies, 2019-21 .........ccccecveerveennee. 40
Figure 1.2 Manufacturing output growth for the United States and selected
major trading partners, annual, 2019—21.........ccoiiiiiiiiiiiie et e e e e e e e e e s ebre e s e nrree e ennrees 42
Figure 1.3 Percent change in global manufacturing output, by ISIC industry, annual, 2020-21 ............... 43
Figure 1.4 Change in hours worked by country and world relative to pre-pandemic baseline,
0 PSP 44
Figure 1.5 FDI inflows, by selected major economies, annual, 2019-21 .........ccccccvveeeeciiiieeeciiee e 45
Figure 1.6 Index of U.S. dollar exchange rate, by selected major foreign currencies, daily,
7 S 46
Figure 1.7 Global merchandise trade, annual, 2019-21...........ccoviiieeiiiiiie e svre e e 47
Figure 1.8 Global merchandise trade, quarterly (Q), 2007 Q1-2021 Q4 .......oeeeeecrieeeeciee e 49
Figure 1.9 Merchandise exports, by top five global exporters, annual, 2020-21........ccccceeecvereeccrieeeennen. 50
Figure 1.10 Merchandise imports, by top five global importers, annual, 202021 .........ccccecvvveevcveeeennen. 51
Figure 1.11 Commercial services exports, by services trade category, annual, 2019-21...........cc..c......... 52
Figure 1.12 Services exports by top five global exporters, annual, 2020-2021..........ccccevcveerveeenreerireenne 54
Figure 1.13 Services imports by top five global importers, annual, 202021 .........cccceecieeeeiiieeeerciee e 55
Figure 2.1 Share of Trade Adjustment Assistance (TAA) petitions certified by USDOL,
o3 VT oo Ty oV o 0 01 PSSP 93
Figure 3.1 Timeline for a typical WTO dispute settlement process ........ccceeveeercieeerieesieesceeesee e 118
Figure 6.1 U.S. merchandise trade with the world, annual, 2017-21..........ccccciiireeei e, 162
Figure 6.2 U.S. merchandise exports, quarterly (Q), 202021 ..........cccoieeiiiiireeeiieee e eeree e veee e 163
Figure 6.3 U.S. merchandise imports, quarterly (Q), 2020=21.........ccociirieiiiieeeecieee et 163
Figure 6.4 Leading markets for U.S. merchandise total exports, by share, 2021...........cccceccvvveevcieeeennne. 164
Figure 6.5 Leading sources for U.S. merchandise general imports, by share, 2021...........ccccceeevcveeeennnee. 165

United States International Trade Commission | 9



Year in Trade, 2021

Figure 6.6 U.S. total services trade, annual, 201921 .......cccoiiiiiiiiiiieiiee e et 170
Figure 6.7 U.S. total services exports, quarterly (Q), 2020-21.......ccccoceerrererirerieeeireesreeeeeeseee e senens 171
Figure 6.8 U.S. total services imports, quarterly (Q), 2020—21 .......ccoeciieeiiiiieeeeiiree e e 171
Figure 6.9 Leading markets for U.S. total services exports, by share, 2021..........cccccecvvveeecieeececieeeennen 172
Figure 6.10 Leading markets for U.S. total services imports, by share, 2021 .........ccccevcvvevceeerieercreeennnen. 173
Figure 6.11 U.S. merchandise trade with the EU, annual, 2017-21.........ccccooiiiiiiiieiiiieee e 177
Figure 6.12 U.S. total services trade with the EU, annual, 201721 .......c.c.ccoviiiiimireee e 178
Figure 6.13 U.S. merchandise trade with Canada, annual, 2017-21........cc.cooeiiiiieeeeee e 181
Figure 6.14 U.S. services trade with Canada, annual, 201721 ........cccoiiiiiiiiie e e 182
Figure 6.15 U.S. merchandise trade with Mexico, annual, 2017-21........ccc.cooeciiiieeeeeeeiccrieeee e 185
Figure 6.16 U.S. total services trade with Mexico, annual, 2017-21 .........cccceeeeviiieeeecieee e 186
Figure 6.17 U.S. merchandise trade with China, annual, 2017-21 ........ccccccvieiiiiiiie e 190
Figure 6.18 U.S. total services trade with China, annual, 2017-21.......cccccceeieiiiiiieeee e 190
Figure 6.19 U.S. merchandise trade with Japan, annual, 2017-21 .........ccceeciiiiiiiieee e e 194
Figure 6.20 U.S. services trade with Japan, annual, 2017-21 .......ccccuriiireee e 195
Figure 6.21 U.S. merchandise trade with the UK, annual, 2017-21..........ccccceeeeiiiieeeeiiee e 199
Figure 6.22 U.S. total services trade with the UK, annual, 2017-21 .........cccociiiiiiiiiiriiee e 199
Figure 6.23 U.S. merchandise trade with the India, annual, 2017-21 ........cccceeeiiiiieeeiiie e 202
Figure 6.24 U.S. services trade with the India, annual, 2017-21 .......ccccceiiiiiiriiiiiee e e 203
Tables

Table ES.1 U.S. free trade agreements (FTAs) in force as of December 31, 2021.......ccceccvvevveeeiveesveeenne 26
Table 1.1 Percentage change of merchandise trade, by region and the World, annual

D00 50
Table 2.1 Antidumping duty orders that became effective during 2021

(alphabetical by trad@ PArtNEI) ... e e e e e e re e e e bae e e e sabre e e s s abteeeesnseeeeesnsens 74
Table 2.2 Countervailing duty orders that became effective during 2021

(alphabetical by trad@ PArtNEI) ... uii e e et e e et e e e te e e e sabre e e s s abteeaesaseeeeesnnens 77
Table 2.3 Share of products in active section 337 investigation proceedings, 2021 ........ccccceeevcvveeeecnnnnn. 81
Table 2.4 National security investigations during 2021 (chronological by date instituted)....................... 82
Table 2.5 Funding by the Trade Adjustment Assistance (TAA) Program, annual, FY 2017-21 .................. 90
Table 2.6 Trade Adjustment Assistance (TAA) certifications, by region, FY 2021 .........cccccoieeevciieeecnneenn. 92
Table 2.7 Imports for consumption under specified tariff preference programs, annual,

2009721 ettt ettt et e e ba e a b e e et e e e hte e s bee e bee e aabee e beeeahae e s bae e beeesabeeebaeenabeesbaeentes 95
Table 2.8 The utilization rate of specific tariff preference programs, annual, 2019-21........c.c.cccvverurennnee. 95
Table 2.9 U.S. imports for consumption from GSP beneficiaries, annual, 2019-21 .........ccccceeevcvveeeennnenn. 98
Table 2.10 Share of U.S. imports for consumption from GSP beneficiaries, annual,

D0 99
Table 2.11 U.S. imports for consumption from Nepal, annual, 2019-21.........ccccovreeviieeeeiiieee e 101
Table 2.12 Share of U.S. imports for consumption from Nepal, annual, 2019-21 ...........cccevveeeecrreeennee. 101
Table 2.13 U.S. imports for consumption from AGOA beneficiaries, annual, 2019-21............cccvveenneee. 103
Table 2.14 Share of U.S. imports for consumption from AGOA beneficiaries, annual,

B0 104

10 | www.usitc.gov



Table of Contents

Table 2.15 U.S. imports from CBTPA/CBERA beneficiaries, by duty preference status

T aTo N o1V o T=T o T Yo USRS 106
Table 2.16 Share of U.S. imports for consumption from CBERA/CBTPA beneficiaries,

Y LS 1 0 S s 107
Table 2.17 U.S. imports of textiles and apparel from Haiti, annual, 2019-21 .........ccccoeevieevcieeriieesieene 108
Table 2.18 Share of U.S. imports of textiles and apparel from Haiti, annual, 2019-21............cccuveenneee. 109
Table 2.19 U.S. general imports of textiles and apparels from Haiti, by duty treatment,

Y o o L 0 1 RS e TN 110
Table 3.1 WTO dispute settlement panels established during 2021 in which the

O T =To I = IR [ 1 o - | SRR 120
Table 3.2 WTO dispute settlement panel and Appellate Body (AB) reports circulated

and/or adopted in 2021 in which the United States Was @ Party......ccceceeereevreeneeceeeireecre ettt 120
Table 4.1 U.S. trade and investment framework agreements (TIFAs) developments in 2021 ................ 134
Table 5.1 U.S. free trade agreements (FTAs) in force as of December 31, 2021 .......cccceeevveevcreeeeieecneenne 137
Table 5.2 U.S. imports entered under FTA provisions, by FTA country/country group,

Y[V | 0 s s 138
Table 5.3 Shares of U.S. merchandise imports entered under FTA provisions,

by FTA country/country group, annual, 2019—21..........ccoviiiiiieieeeeiee e eereeeeteeeereeeeteeeeteeeereeesareeereeens 139
Table 5.4 Active panel reviews under USMCA Chapter 10 during 2021

and their statuses as of DECEMBDEr 31, 2021 .....iieeeeieeeeeeeeeeeeeeeeeeeeeeeeeee e s s e s e s e s e s e s s s 148
Table 5.5 Active panel reviews under USMCA Chapter 31 during 2021

and their statuses as of DECEMBEr 31, 2021 .....oviiiieiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeee e s e s e s e se s e s e s s 149
Table 5.6 Active panel reviews under NAFTA Chapter 19 during 2021

and their statuses as of DECemMBEr 31, 2021 .....ooooeeeieieieeeeeeeeeeeeeeeeeeeeeeeeeee et 154
Table 6.1 U.S. total merchandise trade with top five trading partners, 2021.........cccccevvviireencieeeeecnnenn. 164
Table 6.2 U.S. merchandise exports, by leading trading partners, annual, 2020-21.........c.ccccccvvreeennnenn. 166
Table 6.3 U.S. merchandise imports, by leading trading partners, annual, 202021 .........cccccvvvveereeennn. 167
Table 6.4 U.S. merchandise exports, by USITC digest sector, 2020-21 .......ccceeeeeeviiirreeeeeeeeesciirreeeeee e 168
Table 6.5 U.S. merchandise imports, by USITC digest sector, 2020—21 ........cccccvueeeeecieeeeeirieeeecieeeeeeevens 169
Table 6.6 U.S. total services trade with top five trading partners, 2021........cccccceviviiieeeniieee e, 172
Table 6.7 U.S. total services exports, by major category, annual, 2020-21.........ccccecvvreeeiiieeeecreeeeecnnnen. 175
Table 6.8 U.S. total services imports, by major category, annual, 2020-21 .........cccccoeeeeeieeeeecreeeeecnneen. 175
Table B.1 U.S. goods and services trade balance, annual, 200721 ........cccccceeeeieeeiiiiiieeeee e eeccirreeee e 248
Table B.2 U.S. total merchandise trade with selected major trading partners, 2021.......cccccceeevveeeennnenn. 248
Table B.3 U.S. total services trade with selected major trading partners, 2021.......ccccccevvveeeercieenernnenn. 248
Table B.4 Change in real GDP of the world and selected major economies, 2019-21...........cccccvveeeeeennn. 248
Table B.5 Manufacturing output growth for the United States and selected

major trading partners, annual, 201921 ........ccociiiiiiiiiei e sree e e areeas 249
Table B.6 Percentage change in global manufacturing output, by ISIC industry, annual,

D00 S 249
Table B.7 Change in hours worked by country and world relative to pre-pandemic baseline,

07 R 250
Table B.8 FDI inflows, by the world and selected major economies, 2019-20..........ccccceeevirieeeeiveeeennne 250
Table B.9 Global merchandise trade, annual, 2019—=21 ........coiiiiiiiiieiiiieeeeeeeeeee e e 250

United States International Trade Commission | 11



Year in Trade, 2021

Table B.10 Global merchandise trade, quarterly (Q), 2007 Q1-2021 Q4 ......eeeeevrreeecirieeeeeiiee e e 251
Table B.11 Merchandise exports, by top five global exporters, annual, 2020-21........cccccecveerrriveeernnnen 251
Table B.12 Merchandise imports, by top five global importers, annual, 2020-21 ...........ccoceeeeerrreeennee. 251
Table B.13 Commercial services exports, by services trade category, annual, 2019-21..........ccueennneee. 251
Table B.14 Services exports by top five global exporters, annual, 2020-21.........cccceeceeevirercerrcieeescnennne 252
Table B.15 Services imports by top five global importers, annual, 2020-21 .........ccccceveeeeviieeeeeciieee e 252
Table B.16 Share of Trade Adjustment Assistance (TAA) petitions certified by USDOL,

DY INAUSEIY IN FY 2021 .. ettt e et e e e e e e e e st e e e e e e e e e e aasbteeaeeaesaassssseeseaaeesaassstaneeaeesssnnssnsnnes 252
Table B.17 U.S. merchandise trade with major trading partners and the world, annual, 2017-21 ........ 253
Table B.18 U.S. merchandise exports, quarterly (Q), 2020=21 ........cccciireeiiiieeeeiieeeeieeeeeree e iree e 253
Table B.19 U.S. merchandise imports, quarterly (Q), 2020-21.......ccceeeivieereeeiieeecieeereeeereesreeeereesreeens 253
Table B.20 Leading markets for U.S. merchandise total exports, by share, 2021..........ccccecvvvveeeiieeeennee. 254
Table B.21 Leading markets for U.S. merchandise general imports, by share, 2021..........cccccceevveeennneee. 254
Table B.22 U.S. total services trade with major trading partners and the world, annual, 2017-21........ 255
Table B.23 U.S. total services exports, quarterly (Q), 2020—21........cccciiieeiiiieeeeiee et 255
Table B.24 U.S. total services imports, quarterly (Q), 2020—21 ......ccccueeeeeiiriieeeeiieeeeeiee e eeiree e e e aree e 255
Table B.25 Leading markets for U.S. total services exports, by share, 2021........cccceecievevvcieeeccciieee e, 256
Table B.26 Leading markets for U.S. total services imports, by share, 2021 .........ccccccoveeeeiieeecccieee e, 256

12 | www.usitc.gov



Abbreviations and Acronyms

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
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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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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

United States International Trade Commission | 33



Year in Trade, 2021

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, and an
agreement on digital services taxes.
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Chapter 1
Global Trade Environment in 2021

Introduction

Scope and Approach of the Report

This report provides information on the operation of the U.S. trade agreements program for calendar
year 2021. Section 163(c) of the Trade Act of 1974 (19 U.S.C. § 2213(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.” Section 1 of Executive Order 11846 defines the trade agreements
program to include “all activities consisting of, or related to, the negotiation or administration of
international agreements which primarily concern trade,” and section 163(a) of the Trade Act of 1974
sets out the types of information that the President is to include in their annual report to the Congress
on the operation of the trade agreements program.

This report provides information on the activities defined in the Executive Order and, the elements set
out in section 163(a), to the extent appropriate, where information is publicly available. This year marks
the 73rd edition of the report prepared by the U.S. International Trade Commission.

Sources

This report is based on primary-source materials about U.S. trade programs and administrative actions
pertaining to them. These materials chiefly reflect U.S. government reports, Federal Register notices,
and news releases, including publications and news releases by the Commission and the Office of the
U.S. Trade Representative (USTR).2 Other primary sources of information include publications of
international institutions, such as the International Monetary Fund (IMF), World Bank, Organisation for
Economic Co-operation and Development (OECD), World Trade Organization (WTO), Asia-Pacific
Economic Cooperation (APEC), United Nations, and foreign governments. When primary-source
information is unavailable, the report draws on professional journals, trade publications, and news
reports for supplemental information.

Like past reports, The Year in Trade 2021: Operation of the Trade Agreements Program uses data from
the U.S. Census Bureau (U.S. Census) of the U.S. Department of Commerce (USDOC) for U.S.
merchandise trade statistics presented in chapters 2 through 6. Most tables in the report present U.S.
merchandise trade statistics using “total exports” and “general imports” as measures, except for data on
imports that have entered the United States with a claim of eligibility under trade preference programs

2 USTR’s 2022 Trade Policy Agenda and 2021 Annual Report includes duplicate page numbers, so to ensure citation
accessibility for readers, all page references to this USTR report are the PDF-generated page numbers starting at
one and proceeding consecutively.
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and free trade agreements (FTAs), as in chapters 2 and 5.3 Such data require an analysis of U.S. “imports
for consumption” —the total of all goods that have been cleared by U.S. Customs and Border Protection
(U.S. Customs or CBP) to enter the customs territory of the United States with required duties paid.

Chapter 6 also offers data on U.S. services trade. The information on U.S. cross-border total services
trade is based on official statistics for 11 broad categories that are published by U.S. Bureau of Economic
Analysis (BEA) under the USDOC.*

Also, much of the trade data used in the report, including U.S. merchandise and services trade data, are
revised over time, so the trade statistics for earlier years in this report may not always match the data
presented in previous reports.

Organization of the Report

This first chapter gives an overview of the global trade environment within which U.S. trade policy was
conducted in 2021. Chapter 2 covers the administration of U.S. trade laws and regulations in 2021,
including trade preference programs. Chapter 3 reviews U.S. participation in the WTO, including
developments in major WTO dispute settlement cases during 2021. Chapter 4 focuses on 2021
developments at the OECD and APEC, as well as developments involving trade and investment
framework agreements (TIFAs). Chapter 5 summarizes U.S. negotiation of and participation in FTAs in
2021, and highlights developments in the implementation of the United States-Mexico-Canada
Agreement (USMCA). Chapter 6 reviews trade patterns and trade relations with selected major U.S.
trading partners.

Global Trade Environment in 2021

This section presents an overview of the global trade environment in 2021—the second year of the
COVID-19 pandemic—highlighting global macroeconomic and trade trends, and the impact of continuing
global supply chain disruptions.®

3 “Total exports” measures the total physical movement of goods out of the United States to foreign countries,
whether such goods are exported from the U.S. customs territory or from a U.S. Customs and Border Protection
(U.S. Customs or CBP) bonded warehouse or a U.S. foreign-trade zone. The total exports measure is the sum of
domestic exports and “foreign exports” (also known as re-exports). “General imports” measures the total physical
arrivals of merchandise from foreign countries, whether such merchandise enters the U.S. customs territory
immediately or is entered into bonded warehouses or foreign-trade zones under U.S. Customs custody. These two
measures—total exports and general imports—are the broadest measures of U.S. merchandise trade reported by
the U.S. Census Bureau, and they are used by the U.S. Department of Commerce’s Bureau of Economic Analysis,
with adjustments, to report on U.S. trade flows in official government balance of payment statistics. These are also
the measures most commonly used internationally. USITC, “A Note on Trade Statistics,” August 22, 2014; USITC,
Shifts in U.S. Merchandise Trade, 2014, June 2015, chap. Trade Metrics.

4 These 11 broad services categories are: maintenance and repair services not included elsewhere (n.i.e.);
transport; travel; construction; insurance services; financial services; charges for the use of intellectual property;
telecommunications, computer, and information services; other business services; personal, cultural, and
recreational services; and government goods and services.

5 For more information on the impact of the COVID-19 pandemic on trade in 2020, see USITC, Year in Trade 2020,
September 2021, 31-34.
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According to gross measures of economic performance—gross domestic product (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 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
disruptions prevalent in the previous year, compounded further by existing material shortages,
increases in input pricing, and transportation and logistics bottlenecks.® 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 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 in 2021

This section presents an overview of macroeconomic conditions in 2021 by describing a series of
macroeconomic indicators that provide insight into the overall health of U.S. and global economies. In
general, the data show that U.S. and global macroeconomic conditions have continued to improve since
reaching lows in the first half of 2020. In 2021, U.S. and global GDP increased by more than 5 percent;
the U.S. dollar appreciated vis-a-vis many major trading partner currencies; manufacturing output and
employment outcomes also improved for the United States and many economies across the globe.
However, lingering production and supply chain disruptions along with increased inflation pressures
served as notable headwinds hindering continued recovery during the second half of the year.

6 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022;
WTO, WTO Stats, International Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates,
accessed April 12, 2022; IMF, World Economic Outlook Update, January 2022, January 25, 2022, 137; UNIDO,
World Manufacturing Production, Quarter IV 2021, March 8, 2022, 12; UNIDO, World Manufacturing Production,
Quarter IV 2019, March 2020, 4.

7 UNCTAD, Trade and Development Report 2021, 2021, I-ll, 2-5, 24-38.

8 Hubs, Supply Chain Resilience Report 2021 Update, 2021, 14.

9 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022;
WTO, WTO Stats, International Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates,
accessed April 12, 2022; IMF, World Economic Outlook Update, January 2022, January 25, 2022, 137; UNIDO,
World Manufacturing Production, Quarter IV 2021, March 8, 2022, 12; UNIDO, World Manufacturing Production,
Quarter IV 2019, March 2020, 4.

10 UNCTAD, Global Trade Update: Q1 2021, May 2021, 6.

11 UNCTAD, Global Trade Update: Q3 2021, November 2021, 6.

12 Gartner, “Gartner Forecasts 51% of Global Knowledge Workers Will Be Remote by the End of 2021,” June 22,
2021; Awanis et al., State of the Industry Report on Mobile Money-2022, 2022, 9-10.
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Gross Domestic Product

Global GDP grew by an estimated 6.1 percent in 2021.22 The global expansion in economic output marks
a notable recovery from the 3.1 percent contraction experienced in 2020 and more than double the 2.8
percent growth experienced in 2019.2* Economic growth during the year was strong with increased GDP
for both advanced economies (5.2 percent) and emerging market and developing economies (6.8
percent).™ China, India, and the United Kingdom (UK) were among the United States’ fastest-growing
major trading partners, each experiencing GDP growth rates at or above 7.0 percent. GDP growth in the
EU, Canada, and Mexico, while positive, was below the global average during the year (figure 1.1). U.S.

real GDP expanded by 5.7 percent in 2021, marking a significant recovery from the 3.5 percent
contraction experienced in 2020.

Figure 1.1 Change in real GDP of the world and selected major economies, 2019-21

In percentage change. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be
found in appendix table B.4.
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Source: IMF, World Economic Outlook, April 2022, April 19, 2022, 137-39.
Although most economies experienced a strong rebound in GDP during the full year, the IMF noted

several “downside surprises” that impacted the global economy in the second half of 2021.2¢ Supply
disruptions continued throughout the rest of the year, especially impacting production in Europe and

13 IMF, World Economic Outlook, April 2022, April 19, 2022, 137-38.

1% IMF, World Economic Outlook, April 2022, April 19, 2022, 137.

15 For additional details on how the IMF classifies economies by level of development, see IMF, “World Economic
Outlook Database, April 2022 Groups and Aggregates,” April 2022.

16 |MF, World Economic Outlook Update, January 2022, January 25, 2022, 2.
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the United States.” Many parts of the globe also experienced a resurgence in COVID-19 cases leading to
further disruptions.* Throughout 2021, global fuel and commodity inflation led to increased prices for
energy-related products and food across many parts of the globe.*®

Manufacturing Output

Global manufacturing production grew by 9.4 percent in 2021.2° The manufacturing expansion
represented a strong recovery from the 4.2 percent decline recorded in 2020 and the near 1 percent
pre-pandemic growth rate in 2019.2! Global manufacturing production growth during the year 2021 was
led by emerging and industrializing economies.?? Manufacturing output grew by 12.3 percent in China,
and India also experienced double-digit growth. Industrialized economies experienced slightly lower
levels of manufacturing production growth. Among industrialized economies with high levels of
manufacturing value added per capita, the EU experienced the strongest expansion in manufacturing
output, increasing by 9.1 percent. The UK, United States, and Japan each also experienced

manufacturing output expansions of more than 5 percent during 2021 (figure 1.2).2

7 IMF, World Economic Outlook Update, January 2022, January 25, 2022, 2. For more information on the impact of
these new COVID-19 variants, see the overview of global supply chain disruptions later in this chapter.

18 For more information on the impact of further disruptions of these new COVID-19 variants, see the overview of
global supply chain disruptions later in this chapter.

1% IMF, World Economic Outlook Update, January 2022, January 25, 2022, 2; UNCTAD, Trade and Development
Report 2021, 2021, 28.

20 UNIDO, World Manufacturing Production, Quarter IV 2021, March 8, 2022, 12.

21 UNIDO, World Manufacturing Production, Quarter IV 2021, March 8, 2022, 12; UNIDO, World Manufacturing
Production, Quarter IV 2019, March 2020, 4.

22 For more details on how UNIDO groups countries by stage of development, see UNIDO, “How Does UNIDO
Group Countries by Stage of Development?,” accessed May 16, 2022.

23 UNIDO, UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17,
2022.
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Figure 1.2 Manufacturing output growth for the United States and selected major trading partners,
annual, 2019-21

In percentages. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found in
appendix table B.5.
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Source: UNIDO, UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17, 2022.
Note: The EU average represents a simple unweighted average of manufacturing output growth across 27 member countries.

The global expansion in manufacturing output recorded in 2021 was driven by broad growth across
International Standard Industrial Classification (ISIC) industries (figure 1.3).2% Electrical equipment (ISIC
27; up 13.8 percent), motor vehicles (ISIC 29; up 13.0 percent), and other manufacturing (ISIC 32; up
10.9 percent) industries experienced the largest cross-country expansion in manufacturing output.
Across countries with available data, tobacco products (ISIC 12), pharmaceuticals (ISIC 21), and food
products (ISIC 10) experienced the smallest expansions with output from each industry growing by less
than 4.0 percent.

24|SIC represents an internationally recognized standard for classifying production activities and is maintained by
the United Nations Statistics Division. Figure 1.3 depicts a simple, unweighted average of industry-level
manufacturing output growth in 2021 across countries with available data. The minimum number of countries with
available industry-level data to construct the averages featured in figure 1.3 range from 51 countries for “repair
and installation of equipment/machinery” (ISIC 33) to 113 countries for total manufacturing output. UNIDO,
UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17, 2022.

42 | www.usitc.gov



Chapter 1: Global Trade Environment in 2021

Figure 1.3 Percent change in global manufacturing output, by ISIC industry, annual, 2020-21

ISIC = International Standard Industrial Classification; underlying data for this figure can be found in appendix table B.6.
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Source: USITC calculations from UNIDO, UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17,
2022.

Labor Market

Estimates of working hours in 2021 show a partial recovery of the global labor market from pandemic
lows recorded in 2020, according to the International Labour Organization. However, global working
hours remained 4.3 percent below pre-pandemic levels.?> Working hours in high-income and upper-
middle-income economies increased faster throughout the year than that of middle- and low-income
economies.?® By the end of 2021, working hours in high-income and upper-middle-income economies
remained 3.9 and 1.7 percent below pre-pandemic levels, respectively—notable improvements from the
7.8 and 7.3 percent deficits recorded in 2020.?” Lower-middle- and low-income economy working hours

25 |LO, ILOSTAT, “Working Hours Lost Due to the COVID-19 Crisis, Annual,” accessed April 8, 2022.

26 |LO, ILO Monitor: COVID-19 and the World of Work, October 27, 2021. For a list of countries included in these
groupings, see https://ilostat.ilo.org/resources/concepts-and-definitions/classification-country-groupings/.
271LO, ILOSTAT, “Working Hours Lost Due to the COVID-19 Crisis, Annual,” accessed April 8, 2022.
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remained 6.9 and 4.9 percent below pre-pandemic levels, respectively, compared to 11.2 and 6.7
percent working hour deficits in 2020.

In the United States, total hours worked in 2021 remained 5.0 percent below pre-pandemic levels but
marked a recovery from the 9.6 percent deficit experienced in 2020.% India, Japan, and the UK were
among the United States’ largest trading partners whose estimated working hours remained 5.0 percent
or more below pre-pandemic levels (figure 1.4). Conversely, the EU, Canada, and China were estimated
to have experienced stronger recoveries in hours worked. Hours worked remained below pre-pandemic
levels in the EU and Canada in 2021 by 2.7 and 1.7 percent, respectively, while working hours in China
exceeded pre-pandemic levels by 0.4 percent.

Figure 1.4 Change in hours worked by country and world relative to pre-pandemic baseline, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); the pre-pandemic baseline is based on annualized
estimates of global working hours in the fourth quarter of 2019; underlying data for this figure can be found in appendix table
B.7.
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Source: ILO, ILOSTAT, “Working Hours Lost Due to the COVID-19 Crisis, Annual,” accessed April 8, 2022.

Foreign Direct Investment (FDI)

Global FDI inflows experienced a strong recovery in 2021. Total FDI inflows increased 64.3 percent from
2020, reaching $1.6 trillion.?° FDI inflows into developed economies drove the recovery, growing by
133.6 percent from 2020.3° Inflows into the United States soared by 143.6 percent, while inflows into
the EU fell by 34.4 percent (figure 1.5).3! Among developing economies, FDI inflows into China increased
by 21.2 percent, reaching a new high of $181.0 billion.3? Conversely, inflows into India declined by 30.2

28 |LO, ILOSTAT, “Working Hours Lost Due to the COVID-19 Crisis, Annual,” accessed April 8, 2022.

29 UNCTAD, World Investment Report 2022, June 9, 2022, 210.

30 UNCTAD, World Investment Report 2022, June 9, 2022, 210.

31 UNCTAD, World Investment Report 2022, June 9, 2022, 210.

32 For a list of UNCTAD economy groupings, see “All groups composition” in UNCTAD, “UNCTADstat
Classifications,” accessed May 16, 2022. UNCTAD, World Investment Report 2022, June 9, 2022, 211.
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percent during the year, a notable decline following the 26.7 percent increase in FDI inflows recorded in
2020.3

Figure 1.5 FDI inflows, by selected major economies, annual, 2019-21

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.8.
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Source: UNCTAD, World Investment Report 2022, June 9, 2022, 210-11.

During the year, all major industries experienced an increase in the value of announced greenfield
projects. The manufacturing sector recorded the largest increase of 23 percent, while the value of
announced projects in the primary and services sectors increased by 15 and 8 percent, respectively.3*
Greenfield projects in the sector of electronics and electrical equipment experienced a notable 156
percent increase in 2021.%° Greenfield investments in the three sectors of construction,
pharmaceuticals, and information and communications also recorded significant growth, each above 20
percent. 3 Conversely, FDI inflows into electricity and gas supply and chemicals sectors both
experienced double-digit declines.?’

33 UNCTAD, Investment Trends Monitor, January 2022, January 2022, 2.

34 For a list of UNCTAD product groupings, see UNCTAD, “UNCTADstat Classifications,” accessed May 16, 2022;
UNCTAD, World Investment Report 2022, June 9, 2022, 23.

35 UNCTAD, World Investment Report 2022, June 9, 2022, 23.

36 UNCTAD, World Investment Report 2022, June 9, 2022, 23.

37 UNCTAD, World Investment Report 2022, June 9, 2022, 23.
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Exchange Rate Trends3®

The value of the U.S. dollar largely appreciated throughout 2021, growing 3.7 percent across the Federal
Reserve’s broad index of global currencies.?® The dollar appreciation was driven in large part by gains
against the Japanese yen and the euro, 11.6 percent and 8.3 percent, respectively (figure 1.6). The dollar
also experienced volatility against several currencies of other major trading partners throughout the
year. The U.S. dollar increased by as much as 9.6 percent against the Mexican peso in late 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.

Figure 1.6 Index of U.S. dollar exchange rate, by selected major foreign currencies, daily, 2021

January 4, 2021 = 100. USD = U.S. dollar; CAD = Canadian dollar; CNY = Chinese yuan; EUR = EU euro; INR = Indian rupee; JPY =
Japanese yen; MXN = Mexican peso; GBP = British pound. Due to the file size, the underlying data table is available from the

USITC’s Year in Trade webpage.
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Source: Federal Reserve Board of Governors, “Foreign Exchange Rates- H.10,” January 23, 2022.
Note: This figure shows daily data of currency indices of U.S. dollar exchange rates for selected major foreign currencies during 2021.

38 The fluctuation of exchange rates can affect trade flows by changing the price of traded goods in international
markets. For instance, when the U.S. dollar appreciates, U.S. exports become more expensive and U.S. imports less
expensive. Conversely, when the U.S. dollar depreciates, U.S. exports become less expensive while U.S. imports
become more expensive.

39 The broad dollar index is a weighted average of the foreign exchange values of the U.S. dollar against the
currencies of a large group of major U.S. trading partners. Federal Reserve Board of Governors, “Foreign Exchange

Rates- H.10,” January 23, 2022.
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Global Trade Trends in 2021

This section gives an overview of global goods and services trade trends in 2021, highlighting the major
importers and exporters, as well as the supply chain disruptions that hindered recovery in 2021 during
the COVID-19 pandemic.

Global Merchandise Trade

Overview of Global Merchandise Trade in 2021

According to the WTO, the value of global merchandise trade for 2021 was the largest in the last five
years ($44.8 trillion), reflecting a significant demand stimulus in advanced economies.*° Trade increased
by 26.1 percent with respect to 2020, and increased by 16.9 percent compared to 2019 (figure 1.7).*
However, expectations of continued growth in international trade were tempered by the assumption
that consumption habits and demand patterns will eventually normalize to pre-pandemic levels.*?

Figure 1.7 Global merchandise trade, annual, 2019-21

In trillions of dollars. This figure represents two-way trade, which is overall total exports and general imports combined.
Underlying data for this figure can be found in appendix table B.9.
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Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022.
Global merchandise trade in 2021 showed a strong growth relative to the 2019, pre-pandemic period.

Quarterly global merchandise trade experienced the largest year-on-year growth in the second quarter
of 2021, increasing by 45.5 percent over the second quarter of 2020, which featured the lowest global

40 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022.
41 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022.
42 UNCTAD, Trade and Development Report 2021, 2021, 24.
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trade level since 2016 (figure 1.8). Global merchandise trade in 2021 exceeded 2019 pre-pandemic
levels in every quarter, yet in the third and fourth quarters of 2021 growth began to decelerate as some
countries resumed restrictive policies intended to curb the spread of newly emerging COVID-19
variants.*®

Following aggregate trends, most manufacturing sectors experienced increases in trade value in 2021 —
particularly in the first two quarters, compared to 2020. Among the most notable year-on-year increases
in world trade 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
COVID-19 related goods sectors (durable communications and office equipment, and textiles and
apparel) waned.* For the automotive sector, which experienced significant deceleration in export
growth in the latter half of 2021 (nearly an 80 percentage point decline), this has been partially
attributed to the ongoing shortage of semiconductors.*® By comparison, the integrated circuits sector—
which includes semiconductors—did not experience a similar decline in trade, suggesting that inputs
produced by this sector may have been diverted to other competing downstream industries, such as
consumer electronics.*’ 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 2021.4®

43 Restrictive policies include quarantines, lockdowns, and travel restrictions. UNCTAD, Trade and Development
Report 2021, 2021, 24; WHO, “Tracking SARS-CoV-2 Variants,” accessed March 30, 2022; WSJ, “Delta Variant
Outbreaks Disrupt Production,” August 25, 2021; Supply Chain Dive, “Coronavirus Surge in India,” May 28, 2021;
Reuters, “COVID-19 Rattles Major Chinese Manufacturing Province,” December 14, 2021. For more information on
the impact of these new variants, see the overview of global supply chain disruptions later in this chapter.

4 UNCTAD, Global Trade Update: Q1 2021, May 2021, 6; UNCTAD, Global Trade Update: Q3 2021, November 2021,
6.

4 UNCTAD, Global Trade Update: Q1 2021, May 2021, 6; UNCTAD, Global Trade Update: Q3 2021, November 2021,
6; ITC Geneva, “ITC Monthly Briefs on the Global State of Trade, August 2021,” August 2021; ITC Geneva, “ITC
Monthly Briefs on the Global State of Trade, October 2021,” October 2021; ITC Geneva, “ITC Monthly Briefs on the
Global State of Trade, December 2021,” December 2021.

46 ITC Geneva, “ITC Monthly Briefs on the Global State of Trade, July 2021,” July 2021; ITC Geneva, “ITC Monthly
Briefs on the Global State of Trade, August 2021,” August 2021.

47 WTO, “Global Trade Rebound Beats Expectations,” October 4, 2021; Bethmann et al., “Challenges Facing
Selected Industries and GVCs During the Pandemic,” 2022-02-C, February 2022, 43.

48 UNCTAD, Global Trade Update: Q1 2021, May 2021, 6; UNCTAD, Global Trade Update: Q3 2021, November 2021,
6. For more discussion on sectors heavily impacted in 2021, see the overview of global supply chain disruptions
later in this chapter.

48 | www.usitc.gov



Chapter 1: Global Trade Environment in 2021

Figure 1.8 Global merchandise trade, quarterly (Q), 2007 Q1-2021 Q4

In trillions of dollars. Underlying data for this figure can be found in appendix table B.10.
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Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Quarterly, accessed April 12, 2022.

Geographically, there was significant divergence in the recovery paths of merchandise trade in 2021.
Although annual growth in total trade across regions was somewhat consistent—falling generally within
5 percentage points of the world average—there was more volatility in terms of the timing of such
growth (table 1.1). For example, many economies in Asia experienced early rebounds to pre-pandemic
levels of merchandise trade by the end of 2020 and first half of 2021, led chiefly by China, Hong Kong,
Taiwan, and Vietnam. In comparison, economies in the Middle East and Africa experienced slower
recovery, largely due to an April 2020 agreement among OPEC+ countries to cut crude oil production in
response to falling prices.* Latin America experienced the largest growth in total trade in 2021 (37.7
percent), partly because it faced some of the largest declines in the previous year (starting from a low
base) and partly due its disproportionate benefit from higher commodities prices, given its export
specializations.*

4 OPEC+ countries include Iran, Irag, Kuwait, Saudi Arabia, Venezuela, Algeria, Angola, Congo, Equatorial Guinea,
Gabon, Libya, Nigeria, and the United Arab Emirates. UNCTAD, Trade and Development Report 2021, 2021, 26-27.
For more information regarding the impact of the COVID-19 pandemic on petroleum products, see The Year in
Trade 2020 report.

50 \WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022;
ECLAC, “Latin American Trade Will Increase Significantly in 2021,” December 7, 2021.
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Table 1.1 Percentage change of merchandise trade, by region and the World, annual 2020-21

In percentages. Two-way trade is defined as exports plus imports.

Region Imports Exports Two-way trade
Africa 24.4 38.7 30.6
Asia 30.1 27.2 28.6
Europe 23.0 22.0 22.5
Latin America 41.7 33.8 37.7
Middle East 21.8 40.5 32.0
North America 23.1 233 23.2
World 26.3 26.0 26.1

Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022.

Global Leading Merchandise Exporters and Importers

In 2021, China was the world’s largest merchandise exporter, followed by the EU, the United States,
Japan, and Hong Kong (figure 1.9).5! The exports from all regions increased notably from the 2020 levels.
Of the top five exporters, China experienced the largest increase in its exports (29.9 percent), followed

by the United States (23.1 percent), and Hong Kong (22.1 percent).>?

Figure 1.9 Merchandise exports, by top five global exporters, annual, 2020-21

In billions of dollars. European Union (EU) data exclude intra-EU trade and the United Kingdom (UK); underlying data for this
figure can be found in appendix table B.11.
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Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022; USITC DataWeb/Census,
accessed February 17, 2022.

51 EU trade data exclude intra-EU trade and the UK. Although Hong Kong is a Special Administrative Region of
China, it is an independent customs territory and economic entity separate from China, and can separately enter
into international agreements in commercial, economic, and certain legal matters, under China’s Basic Law of the
Hong Kong Special Administrative Region of the People's Republic of China (Basic Law). USDOS, EAP, “U.S.
Relations with Hong Kong,” August 28, 2020.

52 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022.
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In 2021, the United States remained the world’s largest merchandise importer. China was the second-
largest merchandise importer, followed by the EU, Japan, and Hong Kong. Imports increased significantly
for all regions in 2021 relative to 2020. China’s imports grew by 30.1 percent, followed by the EU’s
imports which grew by 27.1 percent (figure 1.10).>3

Figure 1.10 Merchandise imports, by top five global importers, annual, 2020-21

In billions of dollars. European Union (EU) data exclude intra-EU trade and the United Kingdom (UK); underlying data for this
figure can be found in appendix table B.12.
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Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022; USITC DataWeb/Census,
accessed February 17, 2022.

Global Trade in Services

Overview of Global Services Trade in 2021

While commercial services trade has begun to recover from the COVID-19 pandemic-related declines
seen in 2020, overall trade levels are still below 2019 levels. From 2020 to 2021, global commercial
service exports increased 16.8 percent to $5.9 trillion.>* Within commercial services, the largest category
of exports was “other commercial services,” which includes financial, business, and information and
communications services (figure 1.11). World exports of “other commercial services” grew 14.3 percent,
and computer, financial, and business services represented the main drivers of growth within the
category. Other services export categories also grew from 2020 to 2021, with 34.3 percent growth in
transportation, 7.4 percent growth in travel, and 11.7 percent growth in goods-related services. Travel

53 WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed March 24, 2022.
54 WTO, WTO Stats, Commercial Service Exports, April 12, 2022.

55 WTO, Third Quarter 2021 Trade in Services, February 1, 2022; WTO, WTO Stats, Commercial Service Exports,
April 12, 2022.
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and transportation export levels in 2021 still fell short of 2019 levels. However, “other commercial
services” trade experienced growth throughout the 2019-21 period (figure 1.11).

Figure 1.11 Commercial services exports, by services trade category, annual, 2019-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.13.
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Source: WTO, WTO Stats, International Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates, accessed April 12, 2022.

In 2021, transportation and travel continued to be impacted by the COVID-19 pandemic. As detailed in
the supply chain disruption section of this chapter, port-related delays reduced global transportation
services trade, including maritime transport, trucking, port, and rail services.>® In travel services, the
easing of foreign travel restrictions in 2021 led to a 4 percent increase in international tourism
compared to 2020, though levels still fell short of 2019 travel by 72.0 percent. The recovery of tourism
services was uneven in 2021, with the strongest growth in Europe and the Americas, with some
Caribbean countries returning to 2019 tourist levels.>” Similarly, in education services, preliminary data
suggest that international student enrollment in U.S. universities, which is considered part of U.S.
exports of education services, increased as universities returned to in-person instruction. In particular,
international student enrollment at U.S. universities in fall 2021 was up 4 percent compared to 2020,
with a 68 percent increase in the number of new international students enrolling for the first time in a
U.S. institution.>®

Remote work in professional service sectors continued to be a strong trend, particularly in developed
countries. Market research firm Gartner estimates that by the end of 2021, 51 percent of “knowledge

56 Anguiano, “Backlog of Cargo Ships at Southern California Ports Reaches an All-Time High,” October 20, 2021.
5T UNWTO, “Tourism Grows 4% in 2021 but Remains Far Below Pre-Pandemic Levels,” January 18, 2022.

58 The top three countries of origin for international students in the U.S. continue to be China, India, and South
Korea. Martel, “International Student Enroliment Snapshot,” November 2021, 3, 5; IIE, 2021 Open Doors Report,
November 15, 2021.
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workers,” including occupations such as writers, accountants, and engineers were working remotely,
with the largest shares of remote workers in the United States and Europe, and the largest numbers of
remote workers in India and China.>® In financial services, mobile money services have expanded rapidly
during the pandemic. Globally, registered mobile money accounts increased by 13.0 percent in 2020,
and 18.0 percent in 2021 (double estimated pre-pandemic increases), with stronger growth in East Asia
and Latin America.®® By the end of 2022, the industry expects to process $3.0 billion in mobile money
transactions per day.%!

Global Leading Service Exporters and Imports

In 2021, the EU was the leading global services exporter, followed by the United States, the UK, China,
and India (figure 1.12). All the top five exporters experienced growth in their exports relative to 2020,
suggesting recovery from the trade declines experienced over 2020 due to the onset of the COVID-19
pandemic. Of the top five exporters, China saw the strongest services export recovery (41.2 percent),
followed by the EU (19.5 percent), India (16.5 percent), the United States (9.3 percent), and the UK (8.3
percent).52 However, this trade recovery has not occurred in tourism-focused developing countries, such
as Cambodia (58.3 percent decline compared to 2020) and Thailand (33.4 percent decline).% In Asia and
the Pacific in particular, tourism remained limited in 2021 as many countries continued to prohibit
nonessential travel.®*

59 Gartner, “Gartner Forecasts 51% of Global Knowledge Workers Will Be Remote by the End of 2021,” June 22,
2021.

80 Awanis et al., State of the Industry Report on Mobile Money-2022, 2022, 9-10; Andersson-Manjang and Naghavi,
State of the Industry Report on Mobile Money-2021, 2021, 4, 7.

61 Andersson-Manjang and Naghavi, State of the Industry Report on Mobile Money-2021, 2021, 9.

62 EU growth rate excludes intra-EU trade and UK trade.

63 WTO, WTO Stats, Commercial Service Exports, April 12, 2022.

64 UNWTO, “Tourism Grows 4% in 2021 but Remains Far Below Pre-Pandemic Levels,” January 18, 2022.
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Figure 1.12 Services exports by top five global exporters, annual, 2020-2021

In billions of dollars. European Union (EU) data exclude intra-EU trade and the United Kingdom (UK); underlying data for this
figure can be found in appendix table B.14.
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Source: WTO, WTO Stats, International Trade Statistics, Trade in Commercial Services, by Main Sector, Annual, accessed April 12, 2022;
USDOC, BEA, International Transactions, International Services, and International Investment Position Tables, table 2.2, U.S. Trade in Services,

by Type of Service and by Country or Affiliation, March 25, 2022.

In 2021, the EU was also the leading global services importer, followed by the United States, China, the
UK, and Singapore (figure 1.13). Import growth has also increased in all of these markets compared to
2020, with the strongest growth in U.S. imports (18.4 percent), followed by the UK (15.0 percent), China
(12.2 percent), Singapore (9.6 percent), and the EU (8.3 percent).®®

85 EU growth rates exclude intra-EU trade and UK trade.
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Figure 1.13 Services imports by top five global importers, annual, 2020-21

In billions of dollars. European Union (EU) data exclude intra-EU trade and the United Kingdom (UK); underlying data for this
figure can be found in appendix table B.15.
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Source: WTO, WTO Stats, International Trade Statistics, Trade in Commercial Services, by Main Sector, Annual, accessed April 12, 2022;
USDOC, BEA, International Transactions, International Services, and International Investment Position Tables, table 2.2, U.S. Trade in Services,
by Type of Service and by Country or Affiliation, March 25, 2022.

Global Supply Chain Disruptions

The so-called “great supply chain disruptions” in 2021 affected consumers and producers alike.®®
Consumers sometimes faced limited availability of goods, and experienced 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.?® The IMF 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 WTO, supply chain issues may have weighed on trade but likely had a limited
impact on global merchandise trade aggregates, which were expected to grow significantly in 2021.7*

56 NYT, “The Great Supply Chain Disruption,” October 15, 2021.

57 NYT, “The Great Supply Chain Disruption,” October 15, 2021.

%8 Lead time is the time between the start of the production process and the completion of it, or alternatively, the
amount of time between placing an order with a supplier and receipt of goods. CIPS, “Glossary of Procurement
Terms,” accessed March 29, 2022; Kamali and Wang, “Longer Delivery Times Reflect Supply Chain Disruptions,”
IMF Blog (blog), October 25, 2021.

89 FT, “Inflation and the Supply Chain,” October 22, 2021; Georgieva et al., “Supply Disruptions Add to Inflation,”
IMF Blog (blog), February 17, 2022; Reinhart and Luckner, “The Return of Global Inflation,” World Bank Voices
(blog), February 11, 2022; Celasun et al., “Supply Bottlenecks,” February 2022, 6,9,10.

70 IMF, World Economic Outlook Update, January 2022, January 25, 2022, 7.

L WTO, “Global Trade Rebound Beats Expectations,” October 4, 2021.
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According to a survey conducted by Hubs’? in October 2021 with 437 manufacturer respondents, about
75 percent of them reported experiencing supply chain disruptions in 2021. About 56 percent of
respondents indicated they experienced more supply chain disruptions in 2021 than the previous year.”®
Among the top factors underlying supply chain disruptions in 2021 according to the Hubs survey as well
as other sources were the pandemic, labor and material shortages, increases in (input) pricing,
transportation and logistics (disruptions), port congestion, and container shortages.’* The sections
below provide more information on these factors.

The Pandemic and Labor and Production Issues

During 2021, the pandemic continued to impact the world, first with the emergence of the Delta variant
and then with the Omicron variant.”® These waves of outbreaks disrupted production and transportation
activities in major manufacturing hubs around the world, as some facilities suspended operations
temporarily while others reduced workforce to curtail the spread of the virus. These containment
measures impacted multiple manufacturing industries ranging from pharmaceuticals, electronics,
machinery, chemicals, garment materials, textile dyes, plastics, to batteries.”® Pandemic-induced
disruptions impeded the return to full manufacturing capacity utilization or further expansion, triggered
ripple effects on the upstream and downstream industries along global supply chains, and exacerbated
other risks such as labor and material shortages, input price hikes, and logistic bottlenecks.””

Materials Shortage and Increases in Input Pricing

Material shortages and increases in input pricing were identified as top two factors contributing to
global supply chain disruptions in 2021.78 According to the Institute for Supply Management (ISM)
survey, in October 2021, as many as 26 commodities were in short supply.”® By December 2021,
although the number of commaodities in short supply declined to 10, the shortage of some commaodities,
such as steel, copper, and plastics, had lasted longer than 10 months.® The shortages led to price
increases in a broad range of commodities.?! The IMF estimates that the average primary commodity
price in 2021 was nearly 40 percent higher than 2019.8? In a study conducted by Inverto (a European
subsidiary of Boston Consulting Group), 73 percent of study participants reported that their companies

72 Hubs is an online manufacturing platform that provides engineers with on-demand access to a global network of
manufacturing partners. Hubs, “About Hubs,” accessed March 23, 2022; Hubs, Supply Chain Resilience Report 2021
Update, 2021, 38.

73 Hubs, Supply Chain Resilience Report 2021 Update, 2021, 2.

74 Hubs, Supply Chain Resilience Report 2021 Update, 2021, 14.

75 WHO, “Tracking SARS-CoV-2 Variants,” accessed March 30, 2022.

76 WSJ, “Delta Variant Outbreaks Disrupt Production,” August 25, 2021; Supply Chain Dive, “Coronavirus Surge in
India,” May 28, 2021; Reuters, “COVID-19 Rattles Major Chinese Manufacturing Province,” December 14, 2021;
Celasun et al., “Supply Bottlenecks,” February 2022, 10.

77 Supply Management, “Five Trends Impacting Global Supply Chains in 2021,” May 4, 2021.

78 Hubs, Supply Chain Resilience Report 2021 Update, 2021, 14.

79 Reuters, “Worsening Shortages, High Prices Restrain U.S. Manufacturing Activity,” November 1, 2021; ISM,
“October 2021 Manufacturing ISM Report On Business,” October 2021.

80 |SM, “December 2021 Manufacturing ISM Report On Business,” December 2021.

81 |SM, “October 2021 Manufacturing ISM Report On Business,” October 2021; ISM, “December 2021
Manufacturing ISM Report On Business,” December 2021.

82 IMF, “IMF Primary Commodity Prices,” accessed March 18, 2022.
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experienced strong price increases in raw materials in 2021, with aluminum, iron and steel, and plastics
at the greatest risk of price hikes.®

Companies also widely reported the persistent shortages of critical components, particularly
semiconductors.® IHS Markit Purchasing Managers’ Indices (PMI) showed substantial increases in
semiconductor delivery time and price in 2021. Automobiles and parts, household goods such as
consumer electronics and home appliances, and technology equipment such as communication
equipment were among the most-affected sectors.®> Output loss in these sectors caused by the delay in
semiconductor delivery is estimated to reach hundreds of billions of dollars.8®

Supply shortages of raw materials and key components as well as the associated price increases led to
higher input costs for downstream industries. In May 2021, the input prices index from the JPMorgan
Global Composite PMI rose sharply to its highest level since 2008.8” IHS Markit PMI survey found that
the global electronics industry experienced the highest rate of input price increase in 2021 since it
started to measure it in 1998.28 The record-long raw material lead times, persistent shortages of critical
components, and rising input prices impacted all manufacturing segments, and constrained production
expansion to meet growing demand.®

Transportation and Logistics Disruptions

Transportation and logistics disruptions, port congestion, and container shortages are among the other
top drivers of global supply chain disruptions in 2021. About 90 percent of globally traded goods are
shipped by maritime transport equipment such as bulk carriers, oil tankers, container ships, and general
cargo ships.®® UNCTAD statistics show that global merchandise trade volume reached nearly an all-time
high in 2021.°* However, throughout 2021, the global ocean shipping industry continued to experience
disruptions, such as shortages in transport equipment and containers, clogged ports, and worker
shortages. These disruptions constrained the expansion of global shipping capacity to meet record
demand. They were also among the primary causes leading to logistics bottlenecks, shipment delays,
and rising shipping cost.%

83 Inverto, “Raw Material Prices and Supply Shortages Skyrocket,” December 9, 2021.

84 \WSJ, “Global Chip Shortage ‘Is Far From Over’ as Wait Times Get Longer,” October 29, 2021; WSJ, “Unfinished
Tractors, Pickup Trucks Pile Up as Components Run Short,” August 30, 2021; Fierce Electronics, “Chip, Component
Shortages See No Quick End in Sight,” August 20, 2021; ISM, “October 2021 Manufacturing ISM Report On
Business,” October 2021; ISM, “December 2021 Manufacturing ISM Report On Business,” December 2021.

85 For more information on semiconductor shortages, as well as global supply chain disruptions facing computers
and electronics, and motor vehicles, see Bethmann et al., “Challenges Facing Selected Industries and GVCs During
the Pandemic,” 2022-02-C, February 2022, 11-19.

86 |HS Markit, “Critical Supply Chains: The Semiconductor Shortage,” June 10, 2021.

87 IHS Markit, “Global Price Gauge Hits New High as Input Cost Inflation Accelerates Sharply,” April 8, 2021; IHS
Markit, “Global Economic Activity Improves but Inflation Remains Elevated,” November 4, 2021; Trading
Economics, “JPMorgan Global Composite PMI 2013-21,” accessed March 21, 2022.

88 |HS Markit, “Global Electronics Industry Faces Continuing Supply Disruptions,” July 26, 2021.

89 |SM, “October 2021 Manufacturing ISM Report On Business,” October 2021.

% OECD, “Ocean Shipping and Shipbuilding,” accessed January 27, 2022.

91 UNCTAD, “Volume Growth Rates of Merchandise Exports and Imports, Quarterly,” accessed March 31, 2022.

92 UNCTAD, Review of Maritime Transport 2021, November 20, 2021, 16-17.
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With the pandemic-induced disruption to marine-industrial manufacturing, delivery of new ships
declined by 12 percent in 2020.% Even with increasing the use of second-hand ships, tight vessel supply
contributed to the shortage of maritime transport equipment, and limited the expansion of global
shipping capacity during 2021.%* In addition, the COVID-19 pandemic seafarer crisis further complicated
the operations of the global shipping industry.®®> Due to lockdown, border closure, and other restrictive
measures, as many as 250,000 seafarers remained onboard vessels beyond their contracts or unable to
board new ships in 2021, which disrupted crew changes and transfers.%®

During 2021, the global shipping industry also experienced historic port congestion in the United States,
Asia, and North Europe, which interrupted vessel schedules and on-time performance.®” About 80
percent of global port congestion occurred in North America, most of it related to the gateway port
complex of Los Angeles-Long Beach.®® Exacerbating long container processing times at the ports were
delays and congestion associated with the inland transport of containers by truck and rail, a shortage of
port workers as well as short- and long-haul truck drivers, and a lack of adequate warehousing
capacity.® Congestion across the world’s major maritime ports tied up shipping capacity, and
contributed to container shortages.'®

Global shipping capacity constraints and logistics disruptions contributed to the spike of freight prices.
The average cost of shipping a standard large container (a 40-foot-equivalent unit) surpassed $10,000 in
2021, about four times higher than the previous year. The spot price for sending a container from
Shanghai to New York was near $15,000, compared to about $2,500 in 2019.1%

Global Supply Chain Resilience

The unprecedented disruptions drove companies to focus on improving global supply chain resilience
and agility.1%? According to a survey conducted by Ernst & Young in late 2020, the top three priorities for
companies over the following few years were to increase global supply chain efficiency, retain/reskill the
workforce, and increase supply chain visibility that allows for tracking from manufacturer to final
destination.'® Some changes that had been taking place included a shift from linear supply chains that

9 UNCTAD, Review of Maritime Transport 2021, November 20, 2021, XVI.

9 UNCTAD, Review of Maritime Transport 2021, November 20, 2021, XVI.

9 UNCTAD, Review of Maritime Transport 2021, November 20, 2021, 109-13.

% Shipping and Freight Resource, “Annual Review 2021,” December 20, 2021.

97 Global schedule reliability reached 32 percent in December 2021, compared to 76 percent in December 2019,
the lowest since Sea-Intelligence began recording the metric in 2011. Sea-Intelligence, “Record-Low Global
Schedule Reliability of 44.6% in December 2020,” January 29, 2021; Knowler, “Container Shipping: Global Vessel
Arrival Times Slump to Record Low,” January 26, 2022.

% Knowler, “Container Shipping: Global Vessel Arrival Times Slump to Record Low,” January 26, 2022; Anguiano,
“Backlog of Cargo Ships at Southern California Ports Reaches an All-Time High,” October 20, 2021; Anguiano,
“America’s Busiest Ports Choked by a Pandemic Holiday,” December 22, 2021.

% Tirschwell, “US Port Congestion Solutions Bump into Third Rail of Labor,” April 13, 2021. For more information
on the disruptions to maritime transport services, see Bethmann et al., “Challenges Facing Selected Industries and
GVCs During the Pandemic,” 2022-02-C, February 2022, 29-31.

100 UNCTAD, Review of Maritime Transport 2021, November 20, 2021, 64.

101 Economist, “A Perfect Storm for Container Shipping,” September 16, 2021.

102 Fictiv, 2021 State of Manufacturing Report, 2021.

103 Hanna, “Supply Chain Visibility (SCV),” accessed August 2, 2022.
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chart a straight path from raw materials to production to disposal to more integrated networks
connecting many players and service providers, enabled by digital technology and data sharing; and
retaining and reskilling workforces for the acceleration of digital transformation and automation in
supply chains.1%*

Governments, including the U.S. government, also made global supply chain resilience their top priority
in 2021. On February 24, 2021, the White House issued an Executive Order on America’s Supply Chains,
calling for an initial 100-day review of supply chain vulnerabilities in four key sectors: the defense
industrial base, the public health and biological preparedness space, the information and
communications sector, and the energy sector.'® In June 2021, President Biden launched the Supply
Chain Disruptions Task Force to address short-term supply chain disruptions, including transportation
and logistics bottlenecks.1% In October 2021, the White House reported the expansion of 24/7 operation
in the Ports of Los Angeles and Long Beach to alleviate the bottlenecks.®” On October 31, 2021,
President Biden held a Summit on Global Supply Chain Resilience with 14 countries and the EU to foster
greater international cooperation on addressing near-term supply chain disruptions, while strengthening
and diversifying the entire supply chain ecosystem over the long term—from raw materials,
intermediate and finished goods, manufacturing, to shipping, logistics, warehousing, and distribution.%

104 EY, “How COVID-19 Impacted Supply Chains and What Comes Next,” February 18, 2021; EY, “Are You Running
an Analogue Supply Chain for a Digital Economy?,” November 23, 2021.

105 Exec. Order No. 14017, 86 Fed. Reg. 11849 (February 24, 2021); White House, 100 Day Supply Chain Review
Report, June 4, 2021; PwC, “What Does Biden’s Executive Order on America’s Supply Chains Mean?,” accessed
February 1, 2022.

106 White House, “Fact Sheet: Biden Administration Announces Supply Chain Disruptions Task Force,” June 8, 2021.
107 White House, “Fact Sheet: Biden Administration Efforts to Address Bottlenecks at Ports,” October 13, 2021.

108 \White House, “Fact Sheet: Summit on Global Supply Chain Resilience,” October 31, 2021.
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Chapter 2
Administration of U.S. Trade Laws and
Regulations

This chapter surveys activities related to the administration during 2021 of U.S. trade laws covering
import relief laws, laws against unfair trade practices, and national security investigations. In addition,
this chapter covers miscellaneous tariff bill reports under the American Manufacturing Competitiveness
Act of 2016, World Customs Organization Harmonized System amendments, trade adjustment
assistance programs, and tariff preference programs (the U.S. Generalized System of Preferences, the
Nepal Trade Preferences Act, the African Growth and Opportunity Act, and the Caribbean Basin
Economic Recovery Act, including the initiatives intended to aid Haiti).

Import Relief Laws

Safeguard Investigations

This section covers safeguard investigations conducted by the Commission during 2021, including under
the global safeguard provisions in sections 201-204 of the Trade Act of 1974 (Trade Act),'® and statutes
implementing safeguard provisions in various bilateral free trade agreements involving the United
States.% All of the actions taken during 2021 were under the global safeguard provisions in sections
201-204 of the Trade Act.

Background

The safeguard provisions in sections 201-204 of the Trade Act set out a procedure under which the
President may grant temporary relief to a domestic industry seriously injured by increased imports. The
process begins at the U. S. International Trade Commission (Commission) with the filing of a petition on
behalf of a domestic industry, a request from the President or the U.S. Trade Representative (Trade
Representative),'!! or a resolution from the U.S. House of Representatives Committee on Ways and
Means or the U.S. Senate Committee on Finance. Following receipt of a properly filed petition or a
request or resolution, the Commission conducts an investigation to determine whether an article is
being imported into the United States in such increased quantities as to be a substantial cause of serious
injury, or the threat thereof, to the domestic industry producing an article like or directly competitive
with the imported article. If the Commission makes an affirmative determination, it recommends to the
President the action that will address the serious injury or threat of serious injury, which may include an

109 Trade Act of 1974 (Trade Act), 19 U.S.C. §§ 2251-2254,

110 For a list of statutory authorities, see section 206.31 of the Commission’s Rules of Practice and Procedure, 19
CFR § 206.31 (April 1, 1997).

111 The U.S. Trade Representative (Trade Representative) refers to the individual, while USTR refers to the Office of
the U.S. Trade Representative.
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imposition of, or increase in a tariff, or an imposition or modification of a quota.'? The President makes
the final decision on whether to take an action and, if so, the form and amount, subject to certain
statutory limitations.'!® The action may not exceed an initial period of four years and an overall period,
with extensions, of eight years.

The Commission must monitor industry developments during the period the action is in effect, and it
must submit a report on its monitoring to the President and the Congress at the midpoint of the action if
the action exceeds three years.'®> The Commission may also be required to conduct an investigation and
make a determination in connection with any request for an extension of the action, and the President
may request the Commission to provide advice regarding the effect on the industry of any reduction,
modification, or termination of an action.*® After the action taken has terminated, the Commission
must provide a report to the President and the Congress on the effectiveness of the action.'” The
statute also provides that provisional relief may be available in the context of perishable agricultural or
citrus products or when critical circumstances are found to exist.!®

Developments in 2021

During 2021, the United States had two global safeguard measures in effect: one on large residential
washers, and one on solar cells and modules.'® The President imposed both measures in February 2018
following receipt of affirmative serious injury determinations from the Commission. The measure on
imports of solar cells and modules was imposed for four years, and the measure on imports of large
residential washers was imposed for three years and one day, with the measures expiring in February
2022 and February 2021, respectively, unless extended. During 2021, the Commission instituted and
completed one new investigation, on fresh, chilled, or frozen blueberries. Developments during 2021
relating to each of these proceedings are described below.

Large Residential Washers

On January 14, 2021, President Donald Trump issued Proclamation 10133 extending the measure on
large residential washers for two additional years, effective February 8, 2021.12° The President took the
action following the receipt, on December 8, 2020, of a report and affirmative determination from the

11219 U.S.C. § 2253.

11319 U.S.C. § 2253.

11419 U.S.C. §§ 2251-2253.

11519 U.S.C. § 2254,

116 19 U.S.C. § 2254.

11719 U.S.C. §§ 22512254,

11819 U.S.C. § 2252(d). The term “citrus product” means any processed oranges or grapefruit, or any orange or
grapefruit juice, including concentrate. A perishable agricultural product is any agricultural article, including
livestock, regarding which the Trade Representative considers action under this section to be appropriate after
taking into account— (i) whether the article has— (l) a short shelf life, (II) a short growing season, or (lll) a short
marketing period, (ii) whether the article is treated as a perishable product under any other Federal law or
regulation; and (iii) any other factor considered appropriate by the Trade Representative.

119 proclamation No. 9693, 83 Fed. Reg. 3541 (January 25, 2018); see Proclamation No. 9693, 83 Fed. Reg. 3553
(January 25, 2018).

120 proclamation No. 10133, 86 Fed. Reg. 6541 (January 21, 2021). The proclamation extended the measure for two
additional years, subject to certain modifications.
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Commission that the relief provided to the domestic industry in 2018 continues to be necessary to
prevent or remedy serious injury to the industry, and that the domestic industry is making a positive
adjustment to import competition. The Commission instituted its investigation on August 3, 2020, under
section 204(c) of the Trade Act following receipt of a petition for extension from Whirlpool
Corporation.!?!

Crystalline Silicon Photovoltaic Cells, Whether or Not Partially or Fully
Assembled into Other Products

On December 8, 2021, the Commission transmitted to the President its determination and report in
Investigation No. TA-201-075 (Extension), Crystalline Silicon Photovoltaic Cells, Whether or Not Partially
or Fully Assembled into Other Products. The Commission determined that the relief provided to the
domestic crystalline silicon photovoltaic cell industry in 2018 continues to be necessary to prevent or
remedy serious injury to the industry, and that the domestic industry is making a positive adjustment to
import competition. The Commission instituted its extension investigation in August 2021 following
receipt of two petitions filed by separate groups of domestic crystalline silicon photovoltaic cell
producers.'?? The Commission recommended that the relief be extended for four additional years.
The report was pending before the President at the end of 2021.12

123

Fresh, Chilled, or Frozen Blueberries

In September 2020, at the request of the U.S. Trade Representative, the Commission instituted an
investigation with respect to imports of fresh, chilled, or frozen blueberries, under section 202 of the
Trade Act of 1974 (19 U.S.C. § 2252). On February 11, 2021, the Commission made a unanimous
negative determination under section 202(b) of the Trade Act in Investigation No. TA-201-077, Fresh,
Chilled, or Frozen Blueberries, finding the products were not being imported into the United States in
such increased quantities as to be a substantial cause of serious injury, or threat thereof, to the
domestic industry.!® As a result, the Commission did not recommend relief, nor did the President
provide relief. The Commission submitted its report to the President on March 29, 2021.12¢

121 USITC, Large Residential Washers: Extension of Action, December 2020.

122 The petitions were filed by Auxin Solar, Inc., and Suniva, Inc. on August 2, 2021, and by Hanwha Q CELLS USA,
Inc., LG Electronics USA, Inc., and Mission Solar Energy, on August 4, 2021.

123 USITC, Crystalline Silicon Photovoltaic Cells, Whether or Not Partially or Fully Assembled Into Other Products,
December 2021.

124 On February 4, 2022, the President issued Proclamation No. 10339, 87 Fed. Reg. 7357 (February 9, 2022),
extending the measure for four additional years but with certain modifications.

125 USITC, Fresh, Chilled, or Frozen Blueberries, 86 Fed. Reg. 17401 (April 2, 2021). The Commission instituted the
investigation in September 2020 at the request of the Trade Representative. USTR, “USTR Requests USITC Global
Safeguard Investigation for Blueberries,” September 29, 2020. For scope and schedule of the investigation, see 85
Fed. Reg. 64162 (October 9, 2020). The Commission held a public hearing in the injury phase of the investigation
on January 12, 2021, in the form of an online videoconference.

126 See 86 Fed. Reg. 17401 (April 2, 2021); USITC, Fresh, Chilled, or Frozen Blueberries, March 2021.
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Monitoring of Imports of Fresh or Chilled Strawberries, and Imports of Fresh
or Chilled Bell Peppers

In December 2020, at the request of the U.S. Trade Representative, the Commission instituted two
monitoring investigations under section 332(g) of the Tariff Act of 1930 with respect to imports of fresh
or chilled strawberries, and imports of fresh or chilled bell peppers, in accordance with the perishable
agricultural provision in section 202(d)(1) of the Trade Act.'?” Under that provision, the monitoring is not
to exceed two years. Provided that the Commission has been monitoring imports of the product for at
least 90 days, the domestic industry may file a petition for import relief under section 202(b) of the
Trade Act and in that petition seek provisional import relief pending completion of a full Commission
investigation.'?® In such a case, the Commission will have 21 days from receipt of a petition containing
such a request to make a preliminary determination, and if affirmative, recommend a remedy to the
President. The President has seven days from receipt of an affirmative Commission determination to
proclaim any provisional relief.’?® As of the end of 2021, no domestic industry had filed a petition with
the Commission under section 202(b) of the Trade Act with respect to any of the covered perishable
agricultural products.

Laws against Unfair Trade Practices

Section 301 Investigations
Background

Section 301 of the Trade Act addresses unfair foreign practices affecting U.S. commerce.3° Section 301
may be used to enforce U.S. rights under both bilateral and multilateral trade agreements. It can also be
used for responding to unjustifiable, unreasonable, or discriminatory foreign government practices that
burden or restrict U.S. commerce. Interested persons may petition the Trade Representative to
investigate foreign government policies or practices, or the Trade Representative may initiate an
investigation.3!

In each investigation under the statute, the Trade Representative is required to seek consultations with
the foreign government involved.'®? If the matter is not resolved, section 304 of the Trade Act requires
the Trade Representative to determine whether the practices in question fulfill any of three conditions:
(1) they deny U.S. rights under a trade agreement; (2) they are unjustifiable, and burden or restrict U.S.
commerce; or (3) they are unreasonable or discriminatory, and burden or restrict U.S. commerce.'® If
the practices fulfill either of the first two conditions, the Trade Representative generally must take

127 85 Fed. Reg. 78867 (December 7, 2020).

128 5ee 19 U.S.C.§ 2252(d)(1)(C).

129 YSITC, “USITC Monitor U.S. Imports of Fresh or Chilled Strawberries and Bell Peppers,” December 2, 2020. See
also section 202 of the Trade Act, 19 U.S.C. § 2252(d)(1)(G).

130 Section 301 refers to sections 301-310 of the Trade Act, 19 U.S.C. §§ 2411-2420.

131 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 62-63.

132 Trade Act, 19 U.S.C. § 2413.

133 Trade Act, 19 U.S.C. § 2414(a)(1).
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action.'® If the practices are unreasonable or discriminatory and burden or restrict U.S. commerce, the
Trade Representative determines whether action is appropriate and, if so, what action to take.*®
Section 301 authorizes a wide range of actions including the suspension of trade agreement
concessions, the imposition of duties or other restrictions on the imports of goods or services, and
entering into an agreement to eliminate the offending practice or provide the United States with
compensatory benefits.’3® Moreover, if a foreign country fails to comply with such an agreement, or to
implement a World Trade Organization (WTO) recommendation, the Trade Representative must
determine what further action should be taken under section 301.%’

Developments in 2021

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

China’s Acts, Policies, and Practices Related to Technology Transfer,
Intellectual Property, and Innovation

On August 18, 2017, at the direction of the President, the Trade Representative initiated an investigation
of China’s laws, policies, practices, or actions that might be unreasonable or discriminatory and harming
U.S. intellectual property rights, innovation, or technology development.!* The Office of the U.S. Trade
Representative (USTR) published the findings of its investigation on March 22, 2018.13° The Trade
Representative then issued a notice finding the following four categories of acts, policies and practices
of China to be unreasonable or discriminatory and to constitute a burden or restriction on U.S.
commerce, and thus actionable under the Trade Act:

1. China’s use of foreign ownership restrictions and administrative processes to require or
pressure technology transfer from U.S. companies.

2. China’s regime of technology regulations that force U.S. companies seeking to license
technologies to Chinese entities to do so on nonmarket-based terms.

3. Chinadirects and/or unfairly facilitates the systematic investment in, and acquisition of, U.S.
companies and assets to obtain cutting-edge technologies and generate technology transfer to
Chinese companies.

4. China conducts and supports unauthorized intrusions into, and theft from, the computer
networks of U.S. companies to access sensitive commercial information and trade secrets.'®

134 The Trade Representative is not required to take action in any case in which the WTO Dispute Settlement Body
has adopted a report, or a ruling has been issued under the formal dispute proceeding under any other trade
agreement, that U.S. rights are not being denied, or that the act, policy, or practice does not violate U.S. rights or
deny benefits under any trade agreement. 19 U.S.C. § 2411(a)(2).

135 Trade Act, 19 U.S.C. § 2411(b).

136 Trade Act, 19 U.S.C. § 2411(c).

137 Trade Act, 19 U.S.C. § 2416(b).

138 82 Fed. Reg. 40213 (August 24, 2017).

139 USTR, China 301 Findings, March 22, 2018.

140 83 Fed. Reg. 14906 (April 6, 2018).

United States International Trade Commission | 65



Year in Trade, 2021

In 2018, the Trade Representative initiated a WTO dispute to address the second category of actions.'*!
The Trade Representative requested a suspension of the WTO proceedings in June 2019, and the
proceedings remain suspended.?*? To address the three other categories, and at the direction of the
President, the Trade Representative imposed a series of additional duties on products of China, as
elaborated below.

Following hearings and public comments, and at the direction of the President, the Trade
Representative imposed additional duties on products of China identified on a series of lists. In June
2018, the Trade Representative imposed an additional 25 percent duty on products on List 1; these
products had an approximate annual trade value of $34 billion.* In August 2018, the Trade
Representative imposed an additional 25 percent duty on products included on List 2, which had an
approximate annual trade value of $16 billion. In September 2018, the Trade Representative modified
the prior action by imposing additional duties on List 3 products with an approximate annual trade value
of $200 billion. The additional duty rate for List 3 initially was set at 10 percent and increased to 25
percent in May 2019. In August 2019, the Trade Representative imposed additional duties of 10 percent
on products with annual trade valued at $300 billion. USTR divided the final list of products into two
separate lists: List 4A, which would be subject to additional duties on September 1, 2019, and List 4B,
subject to duties on December 15, 2019. Subsequently, at the direction of the President, the Trade
Representative increased the rate of additional duties on both sets of List 4 products from 10 percent to
15 percent.#

On December 13, 2019, USTR announced a Phase One Agreement that requires China’s purchase of
certain U.S. goods and services, as well as structural reforms and other changes to its economic and
trade regime related to intellectual property, technology transfer, and other matters.* In light of the
Phase One Agreement, and at the direction of the President, the Trade Representative suspended
indefinitely the imposition of tariffs on products covered by List 4B and reduced the additional rate of
duties on products covered by List 4A from 15 percent to 7.5 percent, effective February 14, 2020.1%

USTR also implemented a process by which U.S. importers could request that products included on the
various lists be excluded from additional duties. Under this process, USTR approved about 34 percent of
exclusion requests pertaining to List 1 (3,700 of 11,000 requests) and about 38 percent of the List 2
exclusion requests (1,100 of 2,900 requests).*” USTR approved about 5 percent of List 3 exclusion
requests (1,500 of 30,300 requests) and about 7 percent of List 4A exclusion requests (575 of 8,800
requests).’® The first tranche of approved exclusions expired in December 2019 and the last expired in
October 2020. USTR approved about 549 requests for extensions of these exclusions. In December 2020,
the Trade Representative determined to further extend product exclusions, or otherwise modify its

11 \WTO, Panel Request, China—Certain Measures Concerning the Protection of IP Rights, October 18, 2018.

142 \WTO, “DS542: China,” accessed April 8, 2022; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March
2022, 64.

143 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 64-65.

144 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 64-65.

145 USTR, “Agreement between the United States of America and the People’s Republic of China,” December 13,
2019.

146 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 65.

147 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 65-66.

148 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 65-66.
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determinations to remove section 301 duties on certain medical-care products to address the COVID-19
pandemic.’*® On March 10, 2021, the Trade Representative announced an additional extension.?*® On
August 27, 2021, USTR sought public comment to further extend the exclusions for 99 medical-care
products.’® In November 2021, the Trade Representative extended the exclusions for certain medical-
care products with a 16-day transition period for all 99 COVID-related exclusions (through November 30,
2021) and further extended 81 of the 99 exclusions (through May 31, 2022).%%2 On October 8, 2021,
USTR sought public comment on the potential reinstatement of the 549 previously extended
exclusions.’>® As of December 2021, USTR was in the process of reviewing the public comments.>

Digital Services Taxes

On July 24, 2019, the president of France signed into law a Digital Services Tax (DST) that would place a 3
percent levy on revenues that some companies generate from providing certain digital services to, or
aimed at, persons in France. The DST applied retroactively beginning January 1, 2019, to companies that
met certain global and French revenue thresholds for the covered services. On July 10, 2019, the Trade
Representative initiated an investigation of the French DST under section 301 of the Trade Act. After
holding a hearing and receiving written submissions as well as advice from the interagency Section 301
Committee, on December 2, 2019, USTR issued a report setting out its factual findings.*>>

On December 6, 2019, the Trade Representative determined under sections 301(b) and 304(a) of the
Trade Act?®® that the French DST is unreasonable or discriminatory and burdens or restricts U.S.
commerce and is thus actionable under section 301.2*” USTR solicited public comments on a proposed
trade action consisting of additional duties of up to 100 percent on certain products of France. USTR
further sought comment on the option of imposing fees or restrictions on the services of France.’® On
July 10, 2020, the Trade Representative determined that the appropriate action was the imposition of
duties of 25 percent on certain products of France. To allow additional time for discussions that could
lead to resolution of the matter, the Trade Representative simultaneously suspended application of the
additional duties for a period up to 180 days, or until January 6, 2021.%° On January 6, 2021, the Trade

149 85 Fed. Reg. 85831 (December 29, 2020); USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March
2022, 65-66.

150 86 Fed. Reg. 13785 (March 10, 2021).

151 86 Fed. Reg. 48280 (August 27, 2021).

152 86 Fed. Reg. 63438 (November 16, 2021); see also Sandler, Travis & Rosenberg, P.A., “Section 301 Tariffs on
China,” accessed April 1, 2022.

153 86 Fed. Reg. 56345 (October 8, 2021); USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022,
37.

154 On April 1, 2022, the U.S. Court of International Trade issued an opinion on the merits of this case. The court
found that while USTR acted within its statutory authority to impose these duties, it had violated Administrative
Procedure Act requirements by failing to respond adequately to public comments in its final action. Finally, the
court remanded USTR’s decision imposing the duties for reconsideration and further explanation, while
simultaneously denying the plaintiffs’ request that the duties be lifted in the meantime. USTR, 2022 Trade Policy
Agenda and 2021 Annual Report, March 2022, 37; CRS, Section 301 Tariffs on Goods from China, April 5, 2022, 4.
155 USTR, Report on France’s Digital Services Tax, December 2, 2019.

15619 U.S.C. §§ 2411(b) and 2414(a).

157 84 Fed. Reg. 66956 (December 6, 2019).

158 84 Fed. Reg. 66956 (December 6, 2019).

15985 Fed. Reg. 43292 (July 16, 2020).
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Representative suspended the action again, this time for the purpose of coordinating with other DST
investigations.®

Other trading partners also considered or adopted DSTs that reached the online activities of U.S. firms in
2020. For example, effective January 1, 2020, Austria imposed a 5 percent tax on online advertising
revenue for companies with global annual revenues above a certain threshold.'®! Also effective January
1, 2020, Italy’s DST legislation imposed a 3 percent tax on revenues from targeted advertising and digital
interface services, subject to annual thresholds.!®? In March 2020, India announced a 2 percent DST on
foreign electronic commerce and digital service providers that does not apply to firms established in
India.®® Effective March 2020, Turkey imposed a DST on firms that during the previous year generated
either a certain amount of revenue globally or met a lower revenue threshold through the provision of
digital services in Turkey.®* Retroactive to April 2020, the UK adopted a DST that imposed a 2 percent
tax on revenues of search engines, social media services, and online marketplaces, subject to certain
thresholds. %

Based on these and other developments, on June 2, 2020, the Trade Representative initiated section
301 investigations of DSTs adopted or under consideration in 10 jurisdictions: Austria, Brazil, the Czech
Republic, the EU, India, Indonesia, Italy, Spain, Turkey and the UK.® In January 2021, USTR found that
DSTs adopted by Austria, India, Italy, Spain, Turkey, and the UK were subject to action under section
301.167 USTR further found that as the remaining four jurisdictions—Brazil, the Czech Republic, the EU,
and Indonesia—had not adopted or implemented the DSTs under consideration when the investigations
were initiated, the respective investigations would be terminated without further proceedings.®

On October 8, 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 Group of
Twenty (G20).%%° On October 21, 2021, the United States, Austria, France, Italy, Spain, and the UK issued
a joint statement that describes a political compromise reached among these countries “on a
transitional approach to existing Unilateral Measures while implementing Pillar 1.”7° In light of the

160 86 Fed. Reg. 2479 (January 12, 2021).

161 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 68.

162 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 71.

163 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70.

164 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 72.

165 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 73.

166 85 Fed. Reg. 34709 (June 5, 2020).

167 Austria: 86 Fed. Reg. 30361 (June 7, 2021); India: 86 Fed. Reg. 30356 (June 7, 2021); Italy: 86 Fed. Reg. 30350
(June 7, 2021); Spain: 86 Fed. Reg. 30358 (June 7, 2021); Turkey: 86 Fed. Reg. 30353 (June 7, 2021); United
Kingdom: 86 Fed. Reg. 30364 (June 7, 2021).

168 86 Fed. Reg. 16828 (March 31, 2021); USTR, “Section 301—Digital Services Taxes,” accessed April 8, 2022.

169 The G20 is an international forum with members including the EU and 19 countries—Argentina, Australia,
Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South Africa,
South Korea, Turkey, the UK, and the United States. OECD, “Statement on a Two-Pillar Solution to Address the Tax
Challenges,” October 8, 2021; USTR, 2022 National Trade Estimate Report, March 2022, 522; G20, “About The
G20,” accessed February 7, 2022. For more information on the work of the OECD, including a description of the
Two-Pillar Solution to Address the Tax Challenges Arising from the Digitalisation of the Economy, see chapter 4.
170 Treasury, “Joint Statement For Interim Period Before Pillar 1 Is in Effect,” October 21, 2021; USTR, 2022
National Trade Estimate Report, March 2022, 522.
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agreement, the United States terminated the existing section 301 trade actions on goods of Austria,
France, Italy, Spain, and the UK, and committed not to take further trade actions against these countries
with respect to their existing DSTs until either the date that the Pillar 1 multilateral convention comes
into force or December 31, 2023, whichever comes first.}’! The U.S. also reached similar agreements
with Turkey and India separately, which also resulted in the United States terminating its existing section
301 actions against each country.”? USTR, in coordination with the U.S. Department of the Treasury
(Treasury), indicated it will continue to monitor implementation of the political agreement by Austria,
France, Italy, Spain, the UK, Turkey, and India.1”®

Large Civil Aircraft Subsidies by the EU and Certain Member States

On April 12, 2019, the Trade Representative initiated a section 301 investigation to enforce U.S. rights in
a WTO dispute (DS316) initiated on October 6, 2004, when the United States requested consultations
with the European Communities'’* (now the EU), France, Germany, Spain, and the UK over certain
subsidies granted the EU large civil aircraft industry.'”> For more information on this dispute and the
subsequent WTO proceedings, see chapter 3 of this report.

In preparation for a WTO arbitrator’s report on the appropriate level of countermeasures, USTR
requested comments on a list of products with an estimated trade value of $21 billion under
consideration for additional duties of up to 100 percent. On July 5, 2019, USTR issued a notice
requesting comments on a supplemental list of products valued at $4 billion for which additional duties
of up to 100 percent also were being considered. USTR held public hearings and received written
submissions.®

On October 2, 2019, the WTO Arbitrator issued a report concluding that the appropriate level of
countermeasures was about $7.5 billion annually.?”” On October 9, 2019, the Trade Representative
announced the determination to take action in the form of additional duties of 10 percent or 25 percent
on products of certain member states with an annual trade value of about $7.5 billion, effective October
18,2019.178

On December 12, 2019, the Trade Representative announced a review of the action and, on February
14, 2020, modified the product list, and announced, at the direction of the President, the imposition of

171 86 Fed. Reg. 64590 (November 16, 2021).

172 Turkey: 86 Fed. Reg. 68295 (December 1, 2021); India: 86 Fed. Reg. 68526 (December 2, 2021); Treasury, “Joint
U.S-Turkey Statement For Interim Period Before Pillar 1 Is in Effect,” November 22, 2021; Treasury, “Agreement on
the Transition from Existing Indian Equalization Levy to New Multilateral Solution,” November 24, 2021.

173 USTR, 2022 National Trade Estimate Report, March 2022, 263, 499, 522.

174 European Communities is the title used by the EU in the context of the WTO for disputes before November 30,
2009. WTO, “The European Union and the WTO,” accessed June 17, 2022.

175 The European Communities, the EU’s predecessor, was established in 1957 with six founding members. In 1993,
the EU was established with 12 member states and grew to 15 during 1995-2004. Ten new member states joined
during 2004-06, followed by three additional members in 2007-13. The EU contracted to 27 members in 2020
with the departure of the UK. EC, “Glossary: EU Enlargements,” accessed April 4, 2022.

176 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 74.

177 WTO, Decision by the Arbitrator, European Communities and Certain Member States—Measures Affecting
Trade in Large Civil Aircraft, 9 9.2, WTO Doc. WT/DS316/ARB (adopted October 2, 2019).

178 84 Fed. Reg. 54245 (October 9, 2019).
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additional duty rates.'” Tariffs on aircraft imports from France, Germany, Spain and the UK were
increased from 10 to 15 percent, and the list of various agricultural, food, alcohol, machinery,
equipment, textile, and apparel products from certain EU member states subject to 25 percent ad
valorem tariffs'® was modified, effective March 18, 2020.%%*

On June 26, 2020, the Trade Representative announced another review of the action, including a
proposal to impose additional duties of up to 100 percent on a new list of products with an approximate
annual trade value of $3.1 billion.*®? The Trade Representative announced a revised action on August 12,
2020, including a determination that the action could be revised again upon any imposition of additional
duties on U.S. products in connection with the dispute or with the EU's WTO challenge to the alleged
subsidization of U.S. large civil aircraft.'® The list of non-aircraft products subject to 25 percent tariffs
was modified with changes effective September 1, 2020.%% In late December 2020, the Trade
Representative announced further modifications to these tariffs which entered into effect on January
12,2021.%8

In June 2021, the United States announced similar yet separate cooperative frameworks with the EU
and the UK to address the large civil aircraft disputes, suspending the tariffs related to these disputes for
five years, and agreeing upon a set of principles which will guide the cooperation between the them in
this sector.!®® Consistent with these frameworks, the 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.’®” USTR will monitor implementation by the EU and UK of the framework understandings and
their respective measures related to the matters covered in the dispute. If the Trade Representative
determines that either the EU or UK is not satisfactorily implementing the agreement or associated
measures, then the Trade Representative will consider further action under section 301.1%

Vietnam Currency

On October 2, 2020, the Trade Representative initiated a section 301 investigation of whether Vietnam’s
acts, policies, and practices related to currency valuation are unreasonable or discriminatory and burden
or restrict U.S. commerce. According to USTR, the Government of Vietnam, through the State Bank of
Vietnam, tightly manages the value of its currency and, based on available analysis, the currency had

179 84 Fed. Reg. 67992 (December 12, 2019); 85 Fed. Reg. 10204 (February 12, 2020; WTO, “DS353: United States,”
353, accessed March 29, 2022; USTR, “United States Modifies Tariffs in Large Civil Aircraft Dispute,” December 30,
2020.

180 An ad valorem tariff, which is the most common tariff form, calculates the duty as a percentage of the value of
the product. World Bank, “Forms of Import Tariffs,” accessed April 18, 2022.

181 85 Fed. Reg. 10204 (February 21, 2020).

182 85 Fed. Reg. 38488 (June 26, 2020), as amended by 85 Fed. Reg. 39661 (July 1, 2020).

183 85 Fed. Reg. 50866 (August 18, 2020). Please see chapter 3 for a discussion of the WTO actions.

184 85 Fed. Reg. 50866 (August 18, 2020).

185 86 Fed. Reg. 674 (January 6, 2021); USTR, “United States Modifies Tariffs in Large Civil Aircraft Dispute,”
December 30, 2020.

186 USTR, “Joint U.S.-E.U. Cooperative Framework for Large Civil Aircraft,” June 15, 2021; USTR, “Joint US-UK
Cooperative Framework for Large Civil Aircraft,” June 17, 2021.

187 86 Fed. Reg. 36313 (July 9, 2021).

188 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 75.
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been undervalued over the prior three years. USTR further stated that the State Bank of Vietnam
actively engaged in the exchange market in 2019, which contributed to the undervaluation.® USTR
solicited written comments and convened a virtual public hearing on December 29, 2020.%°

On January 22, 2021, USTR determined that Vietnam’s acts, policies, and practices related to the
undervaluation of its currency through excessive foreign exchange market interventions were
unreasonable under U.S. and international norms. USTR 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.'®* On July 23, 2021, the Trade Representative found that no action under the
section 301 investigation was warranted at the time in light of an agreement between Treasury and the
State Bank of Vietnam regarding currency practices.'® USTR and Treasury indicated that they will
monitor Vietnam’s implementation of the agreement, and if the Trade Representative determines that
Vietnam is not satisfactorily implementing the agreement or associated measures, then the Trade
Representative will consider further action under section 301.1%3

Vietnam Timber

On October 2, 2020, the Trade Representative initiated a section 301 investigation regarding whether
acts, policies, and practices related to Vietnam’s import and use of illegally harvested or traded timber
are unreasonable or discriminatory and burden or restrict U.S. commerce. According to USTR, available
evidence suggests that a significant portion of Vietnam’s timber imports, upon which the country’s
wood products manufacturing sector relies, was illegally harvested, or traded. USTR raised particular
concerns about timber from Cambodia, as well as other countries.** USTR solicited written comments
and convened a virtual public hearing on December 28, 2020.1%> On October 1, 2021, the Trade
Representative announced that the United States and Vietnam had reached an agreement addressing
U.S. concerns about Vietnamese timber.2*® The Trade Representative indicated that USTR will continue
to monitor Vietham’s implementation of the commitments it made in the agreement.’ If the Trade
Representative determines that Vietnam is not satisfactorily implementing the agreement or associated
measures, then further action will then be considered under section 301.1%

Special 301 Investigations

USTR conducts an annual review of the state of intellectual property rights (IPRs) enforcement and
protection in U.S. trading partners pursuant to section 182 of the Trade Act, as amended, 19 U.S.C. §
2242 (known as “special 301”). Section 182(a) of the Trade Act requires the Trade Representative to

189 85 Fed. Reg. 63637-38 (October 8, 2020).

190 85 Fed. Reg. 75397-98 (November 25, 2020).

191 86 Fed. Reg. 6732-33 (January 22, 2021); USTR, Report on Vietnam’s Acts, Policies, and Practices Related to
Currency Valuation, January 15, 2021.

192 86 Fed. Reg. 40675 (July 28, 2021).

193 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 76.

194 85 Fed. Reg. 63639 (October 8, 2020).

195 USTR, “Vietnam’s Import and Use of lllegal Timber,” accessed April 4, 2022.

196 USTR, “US-Vietnam Agreement to Resolve Timber Section 301 Investigation,” October 1, 2021.
197 86 Fed. Reg. 55681 (October 6, 2021).

198 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 76.
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identify “those foreign countries that deny adequate and effective protection of intellectual property
rights, or deny fair and equitable market access to United States persons that rely on intellectual
property protection.”'*® Under section 182(b), the Trade Representative identifies as “priority foreign
countries” only those countries that have the most onerous or egregious acts, policies, or practices with
the greatest actual or potential impact, and that are not entering into, or making significant progress in,
good faith negotiations. Priority foreign countries are subject to an investigation under section 301 of
the Trade Act.?®

To aid in the administration of the statute, USTR created a watch list and a priority watch list. Placement
of a trading partner on either list means that particular problems exist in that country with respect to
IPR protection, enforcement, or market access for persons relying on IPRs.2%! Countries placed on the
priority watch list are the focus of increased bilateral attention during the year.?%? Section 182(g) of the
Trade Act, as amended by the Trade Facilitation and Trade Enforcement Act of 2015, requires USTR to
develop action plans for each country identified for placement on the priority watch list and that has
remained on the list for at least one year.?*

USTR solicited broad public participation in the 2021 special 301 review process through a request for
written submissions rather than an in-person hearing due to concerns related to the COVID-19
pandemic.?% The interagency Special 301 Subcommittee of the Trade Policy Staff Committee (“the
subcommittee”) sent written questions regarding issues relevant to the review to those who submitted
written comments, including to representatives of foreign governments, industry, and nongovernmental
organizations.?% USTR and the subcommittee assessed U.S. trading partners’ IPR protection and
enforcement, as well as related market access issues. Based on this assessment, the subcommittee,
through the Trade Policy Staff Committee, provided advice to USTR.2%

USTR issued the 2021 Special 301 Report on April 30, 2021. In the report, USTR placed nine countries on
the priority watch list: Argentina, Chile, China, India, Indonesia, Russia, Saudi Arabia, Ukraine, and
Venezuela.?” These countries were also listed in the 2020 Special 301 Report.?°® USTR removed one
country, Algeria, from the list of priority watch countries based on efforts to increase engagement and
cooperation with stakeholders, improve enforcement efforts, and reduce IP-related market access
barriers.?® USTR stated that it would develop an action plan for each country that has been on the
priority watch list for at least one year to encourage progress on high-priority IPR concerns.?'°

19919 U.S.C. § 2242(a).

20019 U.S.C. § 2242(b).

201 YSTR, 2021 Special 301 Report, April 30, 2021, 6.

202 YsTR, 2021 Special 301 Report, April 30, 2021, 6-7.

20319 U.S.C. § 2242(g); USTR, 2021 Special 301 Report, April 30, 2021, 7.
204 YSTR, 2021 Special 301 Report, April 30, 2021, 6.

205 JSTR, 2021 Special 301 Report, April 30, 2021, 6.

206 STR, 2021 Special 301 Report, April 30, 2021, 7.

207 USTR, 2021 Special 301 Report, April 30, 2021, 5.

208 USTR, 2020 Special 301 Report, April 29, 2020.

209 USTR, 2021 Special 301 Report, April 30, 2021, 10.
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Antidumping and Countervailing Duty
Investigations and Reviews

Antidumping Investigations

The U.S. antidumping law is found in Title VII of the Tariff Act of 1930, as amended.?!! This law offers
relief to U.S. industries that are materially injured by imports that are dumped—that is, sold at “less
than fair value” (LTFV). The U.S. government provides a remedy by imposing an additional duty on LTFV
imports.

Antidumping duties are imposed when (1) the U.S. Department of Commerce (USDOC) has determined
that imports are being, or are likely to be, sold at LTFV in the United States, and (2) the Commission has
determined that a U.S. industry is materially injured or threatened with material injury, or that the
establishment of an industry in the United States is materially retarded, by reason of such imports. Such
a conclusion is called an “affirmative determination.” Investigations are generally initiated in response
to a petition filed with the USDOC and the Commission by or on behalf of a U.S. industry, but can be self-
initiated by the USDOC. The USDOC and the Commission each make preliminary determinations and, if
the Commission’s preliminary determination is affirmative, then each agency will make final
determinations during the investigation process. The USDOC will issue an antidumping duty order if both
agencies make affirmative final determinations in their respective investigations.

In general, imports are considered to be sold at LTFV when a foreign firm sells merchandise in the U.S.
market at a price that is lower than the “normal value” of the merchandise.?*? Generally, normal value is
the price the foreign firm charges for a comparable product sold in its home market.?!* Under certain
circumstances, the foreign firm’s U.S. sales price may also be compared with the price the foreign firm
charges in other export markets or with the firm’s cost of producing the merchandise, taking into
account the firm’s “selling, general, and administrative expenses” and its profit. Under the law, this
latter basis for comparison is known as “constructed value.”?'* Finally, when the producer is located in a
nonmarket economy, a comparison is made between average U.S. prices and a “surrogate” normal value
(its factors of production, as valued by use of a “surrogate” country).?'> A nonmarket-economy country
means any foreign country that the administering authority determines does not operate on market
principles of cost or pricing structures, so that prices paid on sales of merchandise in such a country do
not reflect the fair value of the merchandise.?*®

In all three instances, the amount by which the normal value exceeds the U.S. sales price is the
“dumping margin.” The duty specified in an antidumping duty order reflects the weighted average

21119 U.S.C. § 1673 et seq.

21219 U.S.C. § 1677(35)(A); see also 19 U.S.C. § 1677a(a) (defining export price), § 1677a(b) (defining constructed
export price).

21319 U.S.C. § 1677b.

21419 U.S.C. § 1677b(a)(4), § 1677b(e).

21519 U.S.C. § 1677b(c). Some examples of factors of production include hours of labor required, quantity of raw
materials employed, amount of energy and other utilities consumed, and representative capital cost, including
depreciation. 19 U.S.C. § 1677b(c)(3).

216 19 U.S.C. § 1677(18)(A).
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dumping margins found by the USDOC, both for the specific exporters it examined and for all other
exporters.?” This rate of duty (in addition to any ordinary customs duty owed) will be applied to
subsequent imports from the specified producers/exporters in the subject country, and may be adjusted
if the USDOC receives a request for an annual review.?®

The Commission instituted 30 new antidumping investigations and made 21 preliminary determinations
and 83 final determinations in 2021.%'° As a result of affirmative final USDOC and Commission
determinations, the USDOC issued 82 antidumping duty orders on 24 products from 37 countries in
2021 (table 2.1). The status of all antidumping investigations active at the Commission during 2021—
including, if applicable, the date of final action—is presented in the interactive dashboard. It also
includes a list of all antidumping duty orders and suspension agreements (agreements to suspend
investigations) in effect as of the end of 2021.2%°

Table 2.1 Antidumping duty orders that became effective during 2021 (alphabetical by trade partner)
In percentages.

Range of dumping margins

Trade partner Product (%)
Argentina Prestressed concrete steel wire strand 60.40
Armenia Aluminum foil 29.11
Bahrain Common alloy aluminum sheet 4.83
Bosnia and Herzegovina Silicon metal 21.41
Brazil Common alloy aluminum sheet 49.61-137.06
Brazil Aluminum foil 13.93-63.05
Cambodia Mattresses 52.41
China Wood moldings and millwork products 45.49-231.60
China Vertical shaft engines 185.65-468.33
China Difluoromethane (R-32) 161.49-221.06
China Corrosion inhibitors 130.52-277.90
China Small vertical shaft engines 316.88-541.75
China Nonrefillable steel cylinders 74.32-112.21
China Walk-behind lawn mowers 98.73-274.29
China Twist ties 72.96
China Metal lockers 21.25-322.25
China Chassis and subassemblies 188.05
Colombia Prestressed concrete steel wire strand 86.09
Croatia Common alloy aluminum sheet 3.19

21719 U.S.C. § 1677(35)(B); 19 U.S.C. § 1673d(c).

218 19 U.S.C. § 1675(a).

219 Data reported here and in the following two sections (“Countervailing Duty Investigations” and “Reviews of
Outstanding Antidumping and Countervailing Duty Orders/Suspension Agreements”) reflect the total number of
investigations. In other Commission reports, these data are grouped by product because the same investigative
team and all of the parties participate in a single grouped proceeding, and the Commission generally produces one
report and issues one opinion containing its separate determinations for each investigation.

220 An antidumping investigation may be suspended if exporters that supply substantially all of the imports of the
merchandise under investigation agree either to eliminate the dumping or to cease exports of the merchandise to
the United States within six months. In extraordinary circumstances, an investigation may be suspended if
exporters agree to revise prices to completely eliminate the injurious effect of exports of the merchandise in
question to the United States. A suspended investigation is resumed, assuming it was not continued after the
suspension agreement was issued, if the USDOC determines that the suspension agreement has been violated. See
19 U.S.C. § 1673c.
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Range of dumping margins

Trade partner Product (%)
Czech Republic Seamless standard line and pressure pipe 51.07-51.70
Egypt Common alloy aluminum sheet 12.11
Egypt Prestressed concrete steel wire strand 29.72
France Methionine 16.17-43.82
Germany Fluid end blocks 4.79-78.36
Germany Common alloy aluminum sheet 49.40-242.80
Germany Thermal paper 2.90
Iceland Silicon metal 37.83-47.54
India Common alloy aluminum sheet 0.00-47.92
India Utility scale wind towers 54.03
Indonesia Common alloy aluminum sheet 32.12
Indonesia Mattresses 2.22
Indonesia Prestressed concrete steel wire strand 5.76-72.28
Indonesia Polyester textured yarn 7.47-26.07
Italy Fluid end blocks 0.00-58.48
Italy Common alloy aluminum sheet 0.00-29.13
Italy Prestressed concrete steel wire strand 3.59-19.26
Japan Methionine 76.50
Japan Thermal paper 135.06-140.25
Malaysia Mattresses 42.92
Malaysia Prestressed concrete steel wire strand 3.94-26.95
Malaysia Silicon metal 12.27
Malaysia Utility scale wind towers 3.20
Malaysia Polyester textured yarn 8.50
Mexico Standard steel welded wire mesh 23.04-110.42
Netherlands Prestressed concrete steel wire strand 30.86
Oman Common alloy aluminum sheet 5.29
Oman Aluminum foil 3.89
Romania Common alloy aluminum sheet 12.51-37.26
Russia Seamless standard line and pressure pipe 209.72
Russia Aluminum foil 62.18
Saudi Arabia Prestressed concrete steel wire strand 194.40
Serbia Common alloy aluminum sheet 11.67-25.84
Serbia Mattresses 112.11
Slovenia Common alloy aluminum sheet 13.43
South Africa Common alloy aluminum sheet 8.85
South Africa Prestressed concrete steel wire strand 155.10
Spain Common alloy aluminum sheet 3.80-24.23
Spain Prestressed concrete steel wire strand 14.75
Spain Methionine 37.53
Spain Utility scale wind towers 73.00
Spain Thermal paper 37.07-41.45
South Korea Passenger vehicle and light truck tires 14.72-27.05
South Korea Seamless standard line and pressure pipe 4.48
South Korea Thermal paper 6.19
Taiwan Common alloy aluminum sheet 17.50
Taiwan Prestressed concrete steel wire strand 23.89
Taiwan Passenger vehicle and light truck tires 20.04-101.84
Thailand Mattresses 37.48-763.28
Thailand Passenger vehicle and light truck tires 14.59-21.09
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Range of dumping margins

Trade partner Product (%)
Thailand Polyester textured yarn 14.47-56.80
Tunisia Prestressed concrete steel wire strand 30.58
Turkey Common alloy aluminum sheet 2.02-13.56
Turkey Mattresses 20.03
Turkey Prestressed concrete steel wire strand 53.65
Turkey Aluminum foil 2.28
Ukraine Prestressed concrete steel wire strand 19.30
Ukraine Seamless standard line and pressure pipe 23.75
United Arab Emirates Prestressed concrete steel wire strand 170.65
Vietham Mattresses 144.92-668.38
Vietnam Walk-behind lawn mowers 148.35-176.37
Vietnam Seamless refined copper pipe and tube 8.35
Vietnam Polyester textured yarn 2.58-22.36

Source: Compiled by the USITC from Federal Register notices.
Note: Antidumping duty orders become effective following final affirmative determinations by the USDOC and the Commission. The rates in
the table apply in addition to any ordinary customs duty owed.

Countervailing Duty Investigations

The U.S. countervailing duty law is also set forth in Title VII of the Tariff Act of 1930, as amended.?? It
provides for the imposition of additional duties to offset (“countervail”) foreign subsidies on products
imported into the United States.??? In general, procedures for such investigations are similar to those
under the antidumping law. Petitions are filed with the USDOC (the administering authority) and with
the Commission. Before a countervailing duty order can be issued, the USDOC must find that a
countervailable subsidy exists. In addition, the Commission must make an affirmative determination
that a U.S. industry is materially injured or threatened with material injury, or that the establishment
of an industry is materially retarded, because of the subsidized imports.

The Commission instituted 16 new countervailing duty investigations and made 11 preliminary
determinations and 30 final determinations during 2021. The USDOC issued 30 countervailing duty
orders on 21 products from 14 countries in 2021 as a result of affirmative USDOC and Commission
determinations (table 2.2). The status of all countervailing duty investigations active at the
Commission during 2021, and, if applicable, the date of final action, is presented in the interactive
dashboard. A list of all countervailing duty orders and suspension agreements in effect at the end of
2021 appears in the interactive dashboard. #23

22119 U.S.C. § § 1671-1671h.

222 A subsidy is defined as a financial benefit given by an authority (a government of a country or any public entity
within the territory of the country) to a person, in which the authority either (1) provides a financial contribution,
(2) provides any form of income or price support within the meaning of Article XVI of the General Agreement on
Tariffs and Trade 1994, or (3) makes a payment to a funding mechanism to provide a financial contribution, or
entrusts or directs a private entity to make a financial contribution, if providing the contribution would normally be
vested in the government and the practice does not differ in substance from practices normally followed by
governments. See 19 U.S.C. § 1677(5)(B).

223 A countervailing duty investigation may be suspended if the government of the subsidizing country or exporters
accounting for substantially all of the imports of the merchandise under investigation agree to eliminate the
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Table 2.2 Countervailing duty orders that became effective during 2021 (alphabetical by trade partner)
In percentages.

Range of countervailable

Trade partner Product subsidy rates (percent)
Bahrain Common alloy aluminum sheet 6.44
China Fluid end blocks 16.80-336.55
China Wood mouldings and millwork products 20.56-252.29
China Vertical shaft engines 18.96—-20.38
China Corrosion inhibitors 61.62-239.21
China Twist ties 111.96
China Small vertical shaft engines 2.84-18.13
China Chassis and subassemblies 44.32
China Nonrefillable steel cylinders 18.37-186.18
China Walk-behind lawn mowers 13.67-20.98
China Metal lockers 24.66-131.51
China Mobile access equipment and subassemblies 11.97-448.80
China Mattresses 97.78
Germany Fluid end blocks 5.86-14.81
India Fluid end blocks 5.20
India Common alloy aluminum sheet 4.89-35.25
India Utility scale wind towers 2.25-397.70
Italy Fluid end blocks 3.12-44.86
Kazakhstan Silicon metal 160.00
Malaysia Utility scale wind towers 6.42
Mexico Standard steel welded wire mesh 1.03-102.10
Morocco Phosphate fertilizers 19.97
Oman Aluminum foil 1.93
Russia Phosphate fertilizers 9.19-47.05
Seamless carbon and alloy steel standard, line,
Russia and pressure pipe 48.38
Seamless carbon and alloy steel standard, line,
South Korea and pressure pipe 1.78
Turkey Prestressed concrete steel wire strand 30.78-158.44
Turkey Common alloy aluminum sheet 2.56—4.34
Turkey Aluminum foil 2.60
Vietnam Passenger vehicle and light truck tires 6.23-7.89

Source: Compiled by the USITC from Federal Register notices.
Note: Countervailing duty orders become effective following final affirmative determinations by the USDOC and the Commission. The rates in
the table apply in addition to any ordinary customs duty owed.

Reviews of Outstanding Antidumping Duty and Countervailing
Duty Orders and Suspensions Agreements

Section 751(a) of the Tariff Act of 1930 requires the USDOC, if requested, to conduct annual reviews of
outstanding antidumping duty and countervailing duty (AD/CVD) orders to ascertain the amount of any

subsidy, to completely offset the net subsidy, or to cease exports of the merchandise to the United States within
six months. In extraordinary circumstances, an investigation may be suspended if the government of the
subsidizing country or exporters agrees to completely eliminate the injurious effect of exports of the merchandise
in question to the United States. A suspended investigation is resumed, assuming it had not previously been
continued after issuance of the suspension agreement, if the USDOC determines that the suspension agreement
has been violated. See 19 U.S.C. § 1671c.
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net subsidy or dumping margin and to determine compliance with suspension agreements. Section
751(b) also authorizes the USDOC and the Commission, as appropriate, to review certain outstanding
determinations and agreements after receiving information or a petition that shows changed
circumstances.??* Where a changed-circumstances review is directed to the Commission, the party that
is asking to have an AD/CVD order revoked or a suspended investigation terminated has the burden of
persuading the Commission that circumstances have changed enough to warrant revocation. On the
basis of reviews from either the USDOC or the Commission, the USDOC may revoke an AD/CVD order in
whole or in part, or may either terminate or resume a suspended investigation.

The “sunset” process began in 1995. It is subject to section 751(c) of the Tariff Act of 1930, which
requires both the USDOC and the Commission to conduct sunset reviews of existing AD/CVD orders and
suspension agreements five years after their initial publication and five years after publication of any
subsequent determination to continue them. These reviews are intended to determine whether
revoking an order or terminating a suspension agreement would be likely to lead to the continuation or
recurrence of dumping or a countervailable subsidy and to material injury. If either the USDOC or the
Commission reach negative determinations, the order will be revoked or the suspension agreement
terminated. During 2021, the USDOC initiated, and the Commission instituted 114 sunset reviews of
existing AD/CVD orders or suspended investigations, and the Commission completed 56 reviews. As a
result of affirmative determinations by the USDOC and the Commission, 56 antidumping duty and
countervailing duty orders were continued. The AD/CVD tables in the interactive dashboard lists, by
date and action, the reviews of antidumping duty and countervailing duty orders and suspended
investigations completed in 2021.

Section 129 Determinations

Section 129 of the Uruguay Round Agreements Act sets out a procedure by which the United States may
respond to an adverse WTO panel or Appellate Body report concerning U.S. obligations under the WTO
agreements on safeguards, antidumping, or subsidies and countervailing measures. Specifically, section
129 establishes a mechanism permitting USTR to request that the agencies concerned—the USDOC and
the Commission—issue a consistency or compliance determination, where such action is appropriate, to
respond to the recommendations in a WTO panel or Appellate Body report.??®> Neither the USDOC or the
Commission made any determinations under section 129 during 2021, nor were any proceedings in
process.

Section 337 Investigations
Background

Over one hundred years ago, Congress enacted the Fordney-McCumber Tariff Act of 1922, which,
among many other provisions, gave the Tariff Commission (the predecessor of the Commission) the
responsibility for investigating allegations of unfair practices in the import trade.?? This provision later

22419 U.S.C. §§ 1675(b) and 1675(b)(3).

22519 U.S.C. § 3538; see also Uruguay Round Agreements Act, Statement of Administrative Action, H.R. Doc. 316
Vol. 1, 103s Cong., 2d Sess. (1994) at 353.

226 USITC, A Centennial History of the United States International Trade Commission, November 2017, 124, 316-19.
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became section 337 of the Tariff Act of 1930, as amended, or, colloquially, “section 337.”%? In its current
form, section 337 prohibits various unfair acts in the importation and sale of articles in the United
States, and is most commonly asserted in connection with allegations of patent infringement. In this
context, section 337 prohibits the importation into the United States, the sale for importation, and the
sale within the United States after importation of articles that infringe a valid and enforceable U.S.
patent, provided that an industry in the United States, relating to articles protected by the patent
concerned, exists or is in the process of being established.??® Similar requirements govern investigations
involving infringement of other federally registered intellectual property rights, including registered
trademarks, registered copyrights, registered mask works,??° and registered vessel hull designs.?*° In
addition, the Commission has general authority to investigate other unfair methods of competition and
unfair acts in the importation and sale of products in the United States (such as products manufactured
abroad using stolen trade secrets), the threat or effect of which is to destroy or injure a U.S. industry, to
prevent the establishment of a U.S. industry, or to restrain or monopolize trade and commerce in the
United States.?*! The Commission may institute an investigation on the basis of a complaint or on its
own initiative.?*?

If the Commission determines that a violation of section 337 has occurred, it will issue an exclusion
order directing the U.S. Customs and Border Protection to block the imports in question from entry into
the United States.?*® This can take the form of a limited exclusion order, excluding the products of a
named respondent in an investigation, or a general exclusion order, excluding all infringing products,
regardless of source. The Commission can also issue cease and desist orders that direct the violating
parties to stop engaging in the unlawful practices. The orders are effective upon issuance and become
final, unless disapproved for policy reasons by USTR within 60 days of issuance.?*

22719 U.S.C. § 1337.

22819 U.S.C. § 1337(a)(1)(B). Section 337 also applies to articles that are made, produced, processed, or mined
under, or by means of, a process covered by the claims of a valid and enforceable United States patent. 19 U.S.C. §
1337(a)(1)(B)(ii).

229 A mask work is “a series of related images, however fixed or encoded—(A) having or representing the
predetermined, three-dimensional pattern of metallic, insulating, or semiconductor material present or removed
from the layers of a semiconductor chip product; and (B) in which series the relation of the images to one another
is that each image has the pattern of the surface of one form of the semiconductor chip product.” U.S. Copyright
Office, “Compendium Chapter 1200: Mask Works,” January 28, 2021.

23019 U.S.C. § 1337(a)(1)(C)-(E).

23119 U.S.C. § 1337(a)(1)(a). Other unfair methods of competition and unfair acts have included common-law
trademark infringement, trademark dilution, trade dress infringement, false advertising, false designation of origin,
and antitrust violations. Unfair practices that involve the importation of dumped or subsidized merchandise must
be pursued under antidumping or countervailing duty provisions, not under section 337.

23219 U.S.C. § 1337(b)(1). Section 337 investigations at the Commission are conducted before an administrative
law judge (AL)) in accordance with the Administrative Procedure Act, 5 U.S.C. §§ 551 et seq. See 19 C.F.R. §§ 210 et
seq. The ALJ conducts an evidentiary hearing and makes an initial determination, which is transmitted to the
Commission for review. See 19 C.F.R. § 210.10(b)(2). If the Commission finds a violation, it must determine the
appropriate remedy, the amount of any bond to be collected while its determination is under review by USTR, and
whether public-interest considerations preclude issuing a remedy. 19 U.S.C. §1337(d), (f)-(g).

233 Although rare, the Commission may also issue temporary or preliminary relief pending the outcome of an
investigation. 19 U.S.C. § 1337(e).

23419 U.S.C. § 1337(j). Although the statute reserves the review for the President, since 2005 this function has
been officially delegated to USTR. 70 Fed. Reg. 43251 (July 26, 2005).
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Developments in 2021

During calendar year 2021, section 337 activity continued to be near historic highs. There were 127
active section 337 investigations and ancillary (secondary) proceedings,?*> 73 of which were instituted
that year. Of these 73 new proceedings, 52 were new section 337 investigations and 21 were new
ancillary proceedings relating to previously concluded investigations. In 46 of the new section 337
investigations instituted in 2021, patent infringement was the only type of unfair act alleged. Of the
remaining 6 investigations, 2 involved allegations of patent and trademark infringement; 1 involved
allegations of patent infringement and false designation of origin; 1 involved allegations of trademark
infringement; 1 involved allegations of trademark infringement, trademark dilution, and false
designation of origin; and 1 involved allegations of trade secret misappropriation.

The Commission completed a total of 67 investigations and ancillary proceedings under section 337 in
2021, including 9 rescission proceedings, 3 remand proceedings,?3® 2 advisory opinion proceedings, 2
modification proceedings, and 4 bond-related proceedings.?*” In addition, the Commission issued 5
general exclusion orders, 8 limited exclusion orders, and 24 cease and desist orders during 2021. Of the
21 investigations in which the Commission rendered a final determination on the merits, the
Commission found a violation of section 337 in 12 investigations and no violation in 9 investigations. The
Commission terminated 26 investigations without determining whether there had been a violation; 23
of those were terminated on the basis of settlement agreements and/or consent orders and 3 were
terminated based on withdrawal of the complaint. Commission activities involving 337 proceedings in
2021 are presented in the interactive dashboard.

As in past years, the section 337 investigations active in 2021 involved a broad spectrum of products.
Technology products remained the single largest category, with approximately 28 percent of the active
proceedings involving computer and telecommunications equipment, and another approximately 14
percent involving consumer electronics.? The second-largest category was pharmaceuticals and
medical devices, which were at issue in about 14 percent of the active proceedings. Automotive,
manufacturing, and transportation products were at issue in about 9 percent of the active proceedings.
However, many other types of articles were also at issue in section 337 investigations this year, including
organic light-emitting diode (OLED) displays, wood-pellet grills, can openers, toner cartridges, landscape
lights, artificial sweeteners, electrolyte drinks, casual shoes, baseball bats, and children’s playards and
strollers. Table 2.3 provides a listing of the categories of products at issue.

235 An ancillary proceeding is a secondary or follow-up proceeding related to a previously concluded section 337
investigation. As examples, these proceedings may be based on requests to enforce, modify, or rescind remedial
orders issued by the Commission in a concluded section 337 investigation, or requests for advisory opinions as to
the scope of such orders. See, e.g., 19 C.F.R. §§ 210.75, 210.76, 210.79.

238 |n this context, remand refers to proceedings after a case has been sent back to the Commission by the United
States Court of Appeals for the Federal Circuit following an appeal of the Commission’s final determination by one
or more parties to the investigation.

237 A rescission proceeding is a proceeding to determine whether or not to cancel (rescind) a previously issued
remedial order. A remand is a situation in which the U.S. Court of Appeals for the Federal Circuit has directed the
Commission to conduct additional proceedings with respect to a previously concluded investigation.

238 The category of computer and telecommunications equipment refers to products such as desktops, laptops,
tablets, cell phones, apple watches, base stations, and similar or related items, while consumer electronics refers
to other types of electronic products that are used by individuals, such as DVD players or iPods.
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Table 2.3 Share of products in active section 337 investigation proceedings, 2021
In percentages.

Category Share of total (%)
Computer and telecommunications equipment 28.3
Consumer electronics 14.2
Pharmaceuticals and medical devices 14.2
Automotive, manufacturing, and transportation products 8.7
Small consumer products 4.7
Chemical compositions 3.1
Lighting products 3.1
Printing products 1.6
Integrated circuits 0.8
Liquid crystal displays (LCDs)/TVs 0.8
Other 20.5

Total 100

Source: USITC calculations.

At the close of 2021, 60 section 337 investigations and ancillary proceedings were pending at the
Commission. As of December 31, 2021, there were 128 exclusion orders based on violations of section
337 in effect. The interactive dashboard lists the investigations in which these exclusion orders were
issued. Copies of the exclusion orders are available on the Commission’s website. For additional detailed
information about 337 investigations instituted since October 1, 2008, see the Commission’s “337Info”
database.?*®

National Security Investigations

Background

Section 232 of the Trade Expansion Act of 1962 provides for investigations by the Secretary of
Commerce (Secretary) to determine effects on national security of imports of articles. Section 232(b) of
the Act requires the Secretary, upon request of the head of any department or agency, upon application
of an interested party, or upon the Secretary’s own motion, to initiate an appropriate investigation to
determine the effects on the national security of imports of the article that is the subject of the request,
application, or motion. The Secretary must submit a report to the President within 270 days of
instituting an investigation. The report must include the Secretary’s findings “with respect to the effect
of the importation of such article in such quantities or under such circumstances upon the national
security” and recommendations for action or inaction. The statute also provides that if the Secretary
finds that the imported article “is being imported into the United States in such quantities or under such
circumstances as to threaten to impair the national security,” the Secretary must so advise the President
in the report.24

Within 90 days of receiving such a report from the Secretary, the President must determine whether the
President concurs with the finding of the Secretary, and if the President concurs, must determine the

239 USITC, “337Info Database,” accessed June 17, 2022.
24019 U.5.C. § 1862(b)(3)(A).
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nature and duration of the action that must be taken to adjust imports of the article and its derivatives
so that such imports will not threaten to impair the national security.?*

During 2021, the USDOC instituted one new investigation under the national security provisions in
section 232 of the Trade Expansion Act of 1962 (table 2.4).2*2 No new section 232 measures were
imposed by the President during 2021.

Table 2.4 National security investigations during 2021 (chronological by date instituted)

Investigation Instituted Report Submitted Outcome

Steel April 19, 2017 Jan. 11, 2018 President concurred, tariffs

Aluminum April 26, 2017 Jan. 17, 2018 President concurred, tariffs

Automobiles and May 23, 2018 Feb. 17, 2019 President concurred, no measures

automotive parts

Uranium July 18, 2018 April 14, 2019 President did not concur, no tariffs,
working group, policy recommendations

Titanium sponge March 4, 2019 Nov. 29, 2019 President concurred, no tariffs,
negotiations

Grain-oriented electrical May 11, 2020 Oct. 15, 2020 Partial determination by Commerce,

steel consultations, and monitoring

Vanadium May 28, 2020 Feb. 22, 2021 Negative determination by Commerce

Neodymium magnets Sept. 21, 2021 None Pending

Source: Compiled by the USITC using 86 Fed. Reg. 70003 (December 9, 2021); 86 Fed. Reg. 62028 (November 8, 2021); 86 Fed. Reg. 41540
(August 2, 2021); 86 Fed. Reg. 59115 (October 26, 2021); 86 Fed. Reg. 64606 (November 18, 2021); 86 Fed. Reg. 64748 (November 18, 2021);
86 Fed. Reg. 53277 (September 27,2021).

Developments in 2021

Steel and Aluminum

On March 8, 2018, the President issued two proclamations, Proclamation 9705 imposing additional
tariffs of 25 percent ad valorem on certain steel products and Proclamation 9704, imposing 10 percent
ad valorem on certain aluminum products.?*® The President issued the proclamations following receipt
of reports and findings from the Secretary of Commerce under section 232 of the Trade Expansion Act of
1962 following the initiation of investigations on April 19 (steel) and April 26 (aluminum), 2017.2* The
President modified the proclamations several times after the initiation of the actions in 2018 to exempt
certain countries and products.?* In January 2020, the President further modified the steel and
aluminum tariffs to also apply to certain derivative steel and aluminum articles.?*® On October 31, 2021,
the United States and the EU reached an agreement resulting in the elimination of the additional duties

24119 U.S.C. § 1862(c)(1)(A).

24219 U.S.C. § 1862.

243 proclamation No. 9705, 83 Fed. Reg. 11625 (March 15, 2018); Proclamation No. 9704, 83 Fed. Reg. 11619
(March 15, 2018).

244 UsSDOC, BIS, OTE, The Effect of Imports of Steel on the National Security, January 11, 2018.

245 More information about the exclusion process and relevant provisions can be found on the Bureau of Industry
and Security (BIS) website. USDOC, BIS, “Section 232 Investigation of Steel Imports Exclusion Process,” accessed
April 18, 2022; USDOC, BIS, “Section 232 Investigation of Aluminum Imports Exclusion Process,” accessed April 18,
2022.

246 proclamation No. 9980, 85 Fed. Reg. 5281 (January 29, 2020).
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on steel and aluminum imported from the EU.2*” The agreement, which became effective on January 1,
2022, involved replacing the additional duties with a tariff-rate quota permitting historical levels of steel
and aluminum imports to be imported into the United States without additional duties.?*® On December
9, 2021, the President removed certain exclusions from the steel and aluminum tariffs after determining
that they no longer met the criteria for exclusion after an analysis of the products covered and a review
of public comments.?*® The additional duties remained in effect through the end of 2021, with the
exception of the exclusions and modifications described above.

Automobiles and Automotive Parts

The Secretary of Commerce initiated an investigation on automobiles and automobile parts on May 23,
2018, to determine the effects on the national security of imports of automobiles, including cars, sport
utility vehicles (SUVs), vans and light trucks, and automobile parts.?>° On February 17, 2019, the
Secretary transmitted the report to the President. The Secretary found and advised the President that
imports of such automobiles and automobile parts threatened to impair the national security. One
recommendation by the Secretary was to pursue negotiations to obtain agreements addressing the
threatened impairment of national security. In the Secretary's judgment, successful negotiations could
allow American-owned automobile producers to achieve long-term economic viability and increase
research and development spending to develop cutting-edge technologies that are critical to the
defense industry.?!

On May 17, 2019, the President announced that he concurred with the Secretary’s finding and directed
the Trade Representative, in consultation with other officials, to pursue negotiation of agreements to
address the threatened impairment of national security due to imports of automobiles and automobile
parts from the EU, Japan, and other trading partners.?> The President further directed the Trade
Representative to provide an update within 180 days and directed the Secretary to continue to monitor
imports.?>3 The President announced that if agreements were not reached within 180 days, he would
determine whether and what further action would need to be taken.?* In July 2021, the Bureau of
Industry and Security (BIS) published the report containing the Secretary’s findings made at the
conclusion of the investigation in 2020.%%> As described in the report, the Secretary determined that the
displacement of domestic products by excessive imports is causing a weakening of the internal national
economy that may impair the national security.?*® The Secretary made three subsequent

247 USDOC, “Fact Sheet: U.S.-EU Global Steel and Aluminum,” October 31, 2021.

248 USTR, “Announcement of Actions on EU Imports Under Section 232,” October 31, 2021.

249 86 Fed. Reg. 70003 (December 9, 2021).

250 83 Fed. Reg. 24735 (May 30, 2018).

251 See Proclamation No. 9888, 84 Fed. Reg. 23433 (May 21, 2019).

252 protected foreign markets like the EU and Japan were highlighted as exacerbating the negative effects of
imports in the President’s proclamation, as they limit entry of U.S. automotive exports, which prevents U.S.
producers “from developing alternative sources of revenue for R&D in the face of declining domestic sales.”
Proclamation 9888, 84 Fed. Reg. 23433 (May 21, 2019).

253 Proclamation 9888, 84 Fed. Reg. 23433 (May 21, 2019).

254 White House, “President Trump Signs Proclamation to Pursue Negotiations on Automobiles,” May 17, 2019.
255 86 Fed. Reg. 62028 (November 8, 2021).

26 UsSDOC, BIS, OTE, The Effect of Imports of Automobiles and Automobile Parts on the National Security, February
17,2019, 108-9.
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recommendations as possible options to remove the threatened impairment of the national security.?’

No further action had been taken as of the end of 2021.
Uranium

The Secretary of Commerce initiated an investigation on July 18, 2018, into the effect of imports of
uranium (uranium ore, uranium concentrate, uranium hexafluoride, enriched uranium, and enriched
uranium in fuel assemblies) on the national security.?*® On April 14, 2019, the Secretary transmitted his
report to the President and reported that uranium is being imported into the United States in such
quantities and under such circumstances as to threaten to impair the national security. °° The report
stated that the United States currently imports about 93 percent of its commercial uranium, compared
to 85.8 percent in 2009. The Secretary attributed the increase to elevated production by foreign state-
owned enterprises, which he said, “have distorted global prices and made it more difficult for domestic

mines to compete.” 260

The President did not concur with the Secretary’s finding. Although stating that the Secretary’s findings
raise significant concerns, the President concluded “that a fuller analysis of national security
considerations with respect to the entire nuclear fuel supply chain is necessary at this time.”?%! The
President stated that domestic mining, milling, and conversion of uranium, while significant, “are only
part of the nuclear supply chain necessary for national security.”%? To address the concerns identified
by the Secretary, the President directed that the Assistant to the President for National Security Affairs
and the Assistant to the President for Economic Policy establish a United States Nuclear Fuel Working
Group (Working Group) to develop recommendations for reviving and expanding domestic nuclear fuel
production.?®® The Working Group released its policy recommendations in April 2020. The
recommendations called for the U.S. government to bolster the uranium mining industry, end reliance
on foreign uranium enrichment, and remove strategic vulnerabilities across the nuclear fuel cycle,
among others.?®* In July 2021, the BIS published the report containing the Secretary’s findings made at
the conclusion of the investigation in 2019.2%

Titanium Sponge

On March 4, 2019, in response to a petition, the Secretary of Commerce initiated an investigation to
determine the effects on the national security of imports of titanium sponge.2®® Titanium sponge is used
in a broad range of national defense-related applications including helicopter blades, tank armor, and

257.USDOC, BIS, OTE, The Effect of Imports of Automobiles and Automobile Parts on the National Security, February
17, 2019, 110.

258 83 Fed. Reg. 35204 (July 25, 2018).

259 White House, “Memorandum on the Effect of Uranium Imports,” July 12, 2019.

260 White House, “Memorandum on the Effect of Uranium Imports,” July 12, 2019.

261 White House, “Memorandum on the Effect of Uranium Imports,” July 12, 2019.

262 \White House, “Memorandum on the Effect of Uranium Imports,” July 12, 2019.

263 White House, “Memorandum on the Effect of Uranium Imports,” July 12, 2019.

264 USDOE, Restoring America’s Competitive Nuclear Advantage, April 22, 2020.

265 86 Fed. Reg. 41540 (August 2, 2021); USDOC, BIS, OTE, The Effect of Imports of Uranium on the National
Security, April 14, 2019.

266 84 Fed. Reg. 35204 (March 8, 2019).
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fighter jet airframes and engines.?’ The Secretary transmitted the report to the President on November
29, 2019, advising the President of the finding that titanium sponge is being imported into the United
States in such quantities and under such conditions as to threaten to impair the national security.?®® The
Secretary stated that imports account for 68 percent of U.S. consumption of titanium sponge and that
94.4 percent of titanium sponge imports in 2018 were from Japan.2®®

In a February 27, 2020 memorandum, the President concurred with the Secretary’s finding and agreed
with the Secretary’s recommendation that actions to adjust imports under section 232 should not be
taken at this time, because measures other than the adjustment of imports are more likely to be
effective to address the threatened impairment of the national security.?’° Based on that
recommendation, the President directed officials to negotiate with Japan to ensure access to titanium
sponge in the United States for use for national defense and critical industries in an emergency. The
President also directed the Secretary of Defense to take all appropriate action to increase access to
titanium sponge for national defense and critical industries.?’* In July 2021, the BIS published the report
containing the Secretary’s findings made at the conclusion of the investigation in 2019.272

Grain-Oriented Electrical Steel

On May 11, 2020, based on inquiries and requests from interested parties in the United States, the
Secretary of Commerce initiated an investigation to determine the effects on the national security of
imports of grain-oriented electrical steel (GOES), including laminations for stacked cores for
incorporation into transformers, stacked cores for incorporation into transformers, wound cores for
incorporation into transformers, electrical transformers, and transformer regulators.?’? The United
States and Mexico issued a joint statement on May 17, 2020, committing to, among other things,
address the transshipment of steel and aluminum products, including GOES, from outside the North
American region into the United States.?’*

On November 5, 2020, USTR announced that the United States and Mexico had successfully concluded
consultations regarding the transshipment of GOES from outside the North American region into the
United States through downstream products containing GOES.?’® As a result of the consultations,
Mexico agreed to establish a strict monitoring regime for exports of electrical transformer laminations
and cores made of non-North American GOES. Mexico also agreed to closely monitor shipments of these
products to the United States from the fourth quarter onward. In response to the steps taken by
Mexico, the United States agreed to not implement any section 232 action to adjust imports from
Mexico of electrical transformers and related parts. The United States and Mexico also agreed to consult

267 CRS, Section 232 Investigations: Overview and Issues for Congress, May 18, 2021, 19.

268 White House, “Memorandum on the Effect of Titanium Sponge Imports,” February 27, 2020.

269 White House, “Memorandum on the Effect of Titanium Sponge Imports,” February 27, 2020.

270 White House, “Memorandum on the Effect of Titanium Sponge Imports,” February 27, 2020.

271 White House, “Memorandum on the Effect of Titanium Sponge Imports,” February 27, 2020.

272 86 Fed. Reg. 59115 (October 26, 2021); USDOC, BIS, OTE, The Effect of Imports of Titanium Sponge on the
National Security, November 29, 2019.

273 85 Fed. Reg. 29926 (May 19, 2020).

274 USTR, “Joint Statement by the United States and Mexico on Steel and Aluminum,” May 17, 2019; USTR, “USTR
Statement on Successful Conclusion of Steel Negotiations with Mexico,” November 5, 2020.

275 USTR, “USTR Statement on Successful Conclusion of Steel Negotiations with Mexico,” November 5, 2020.
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at regular intervals on the implementation of these agreed measures and on the state of bilateral trade
and market conditions relating to these products.?’® In July 2021, the BIS published the report containing
the Secretary’s findings made at the conclusion of the investigation in 2020.2”7 As described in the
report, the Secretary determined that certain transformers and certain transformer components were
imported at a level that threatened or impaired national security and made seven recommendations to
address the threat.?’® The Secretary determined that the other transformers and transformer
components subject to the investigation did not have such an impact.?”® No further action had been
taken as of the end of 2021.

Vanadium

On May 28, 2020, in response to a petition, the Secretary of Commerce initiated an investigation to
determine the effects on the national security of imports of vanadium.?° Vanadium is a metal used in
the production of metal alloys that are integrated into a range of national defense-related projects; the
U.S. Department of the Interior has designated it as a critical mineral.?®! The period for public comment,
which initially closed on July 20, 2020, was reopened on September 25, 2020, and extended to October
9, 2020.2%2 The Secretary concluded the report on February 22, 2021.2% The Secretary determined that
imports of vanadium did not threaten or impair national security.?®* But the Secretary acknowledged
that a healthy domestic vanadium industry is of vital importance to the United States, and made three
recommendations to support the industry.?®

Neodymium Magnets

The Secretary of Commerce initiated an investigation on September 21, 2021, to determine the effects
on the national security from imports of neodymium-iron-boron permanent magnets (“neodymium
magnets”).?® Various critical national security systems rely on neodymium magnets, including fighter
aircraft and missile guidance systems. Furthermore, neodymium magnets are used in a wide range of
products, including electric vehicles, wind turbines, computer hard drives, audio equipment, and

276 USTR, “USTR Statement on Successful Conclusion of Steel Negotiations with Mexico,” November 5, 2020.

277 86 Fed. Reg. 64606 (November 18, 2021).

278 USDOC, BIS, OTE, The Effect of Imports of Transformers and Transformer Components on the National Security,
October 15, 2020, 234-36.

279 USDOC, BIS, OTE, The Effect of Imports of Transformers and Transformer Components on the National Security,
October 15, 2020, 234-35.

280 85 Fed. Reg. 34179 (June 3, 2020).

281 83 Fed. Reg. 23295 (May 18, 2018); CRS, Section 232 Investigations: Overview and Issues for Congress, May 18,
2021, 23-24.

282 85 Fed. Reg. 60420 (September 25, 2020).

283 USDOC, BIS, OTE, The Effect of Imports of Vanadium on the National Security, February 22, 2021.

284 USDOC, BIS, OTE, The Effect of Imports of Vanadium on the National Security, February 22, 2021, 142.

285 UsSDOC, BIS, OTE, The Effect of Imports of Vanadium on the National Security, February 22, 2021, 143-52.

285 86 Fed. Reg. 53277 (September 27, 2021).
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magnetic resonance imaging (MRI) devices.?®” The period for public comment closed on November 12,
2021.28 As of the end of 2021, the investigation was still pending.

American Manufacturing Competitiveness Act
of 2016

The American Manufacturing Competitiveness Act of 2016 (AMCA) sets out a procedure under which
members of the public may submit petitions to the Commission for temporary duty suspensions or
reductions.?® Submitters must be able to demonstrate that they are likely beneficiaries of the
requested duty suspension or reduction. Following the receipt of petitions, the Commission must
evaluate the petitions in accordance with certain statutory criteria, seek public comment, and then file
preliminary and final reports with the U.S. House of Representatives Committee on Ways and Means
and the U.S. Senate Committee on Finance (Committees).?*® The AMCA requires the Commission in its
reports to categorize petitions as either (a) petitions that meet the requirements of the Act with or
without modification (Category |, II, Ill, or IV petitions), (b) petitions that do not contain the information
required by the Act or for which the Commission determined that the petitioner was not a likely
beneficiary (Category V petitions), or (c) petitions that the Commission does not recommend for
inclusion in a miscellaneous tariff bill (Category VI petitions).?* The AMCA includes a “Sense of
Congress” statement that Congress should consider a miscellaneous tariff bill not later 90 days after
receiving the Commission’s final report.2*?

The Miscellaneous Tariff Bill Act of 2018, Pub. L. No. 115-239, 132 Stat. 2451 (amending the Harmonized
Tariff Schedule and 19 U.S.C. § 58c), suspended or reduced duties on 1,660 products, effective October
13, 2018, and through December 31, 2020. The MTB Act of 2018 suspended or reduced only most-
favored-nation rates of duty, and it did not suspend or reduce duties applied under other statutory
authorities, such as the trade remedy laws, unfair trade practice statutes, or national security provisions.

In 2020, the Commission completed its second and final cycle of petition analysis under the AMCA. On
August 10, 2020, the Commission submitted its final report to the Committees, which provided

287 YSDOC, “Investigation into the Effect of Imports of Neodymium Magnets on U.S. National Security,” September
24, 2021.

288 86 Fed. Reg. 53277 (September 27, 2021).

289 American Manufacturing Competitiveness Act of 2016, 19 U.S.C. § 1332 note.

20 Under Section 3(b) of the AMCA, the Commission must determine, among other things: whether or not
domestic production of the article that is the subject of the petition exists, taking into account the report of the
Secretary of Commerce under section 3(c)(1) of the AMCA, and, if such production exists, whether or not a
domestic producer of the article objects to the duty suspension or reduction; whether the duty suspension or
reduction can likely be administered by U.S. Customs and Border Protection; whether the estimated loss in
revenue to the United States from the duty suspension or reduction does not exceed $500,000 in a calendar year
during the period it would be in effect; or whether the duty suspension or reduction is available to any person
importing the article that is the subject of the duty suspension or reduction. Sec. 3(b)(C), (E) of AMCA, 19 U.S.C. §
1332 note.

21 sec. 3(b)(C)(ii) of the AMCA, 19 U.S.C. § 1332 note.

292 Sec. 2(b) of the AMCA, 19 U.S.C. § 1332 note.
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recommendations on 3,442 petitions for duty suspensions or reductions.?>* The largest product
categories reflected in the 2020 report were chemicals (1,839 petitions); machinery and equipment (715
petitions); and textiles, apparel, and footwear (581 petitions). Of the 3,442 petitions, the Commission
assigned 2,695 to Categories | through IV, 42 to Category V, and 705 to Category VI.%*

As of the end of 2021, legislation that would extend the AMCA procedures was pending in Congress.
Duty suspensions and reductions enacted under the Miscellaneous Tariff Bill Act of 2018 following the
Commission’s 2017 final report under the AMCA expired at the end of 2020.

World Customs Organization Harmonized
System Amendments

Background

Section 1205(a) of the Omnibus Trade and Competitiveness Act of 1988 requires that the Commission
keep the Harmonized Tariff Schedule of the United States (HTS) under continuous review and
periodically recommend to the President modifications.?*> A common reason for modification is to
conform the HTS with amendments made to the Harmonized System nomenclature, which is maintained
and updated by the membership of the World Customs Organization (WCO).?*® The process for
amending the Harmonized System involves a cyclical review period and generally amendments are
recommended to national governments on a five- to six-year cycle.?®” The Commission participates in
this process and leads the representation of the United States Government in the WCO Harmonized
System Review Sub-Committee. The WCO adopted the most recent amendments to the Harmonized
System nomenclature on January 8, 2020, which were scheduled to enter into force on January 1,
2022.2°8 The WCO also directed its Members to work with their customs administrations and regional
economic communities to begin the process for a January 1, 2022, implementation, offering capacity
building assistance when possible.?®®

293 The final report and background information can be accessed on the Commission’s website, see USITC,
“Miscellaneous Tariff Bill (MTB) Reports,” accessed April 15, 2022. In preparing this report, the Commission
accepted petitions between October 11 and December 10, 2019, and accepted public comments on the petitions
between January 10, 2020, and February 24, 2020. The Commission then evaluated the petitions to determine
whether they met certain statutory requirements and submitted a preliminary report on the petitions received to
the Committees, on June 9, 2020. The Commission subsequently accepted additional, limited public comments on
Category VI petitions from June 12, 2020, through June 22, 2020. The Commission transmitted its final report on
August 10, 2020.

294 USITC, “USITC Delivers Final Report on MTB Petitions to Congressional Committees,” August 10, 2020.

295 Omnibus Trade and Competitiveness Act of 1988, 19 U.S.C. § 3005.

2% The WCO has 184 members, which are responsible for managing more than 98 percent of world trade. WCO,
“World Customs Organization About Us,” accessed April 1, 2022; WCO, “World Customs Organization Harmonized
System,” accessed April 1, 2022.

27 WCO, “World Customs Organization, Amending the Harmonized System,” accessed April 1, 2022.

298 WCO, “The New 2022 Edition of the Harmonized System Has Been Accepted,” January 8, 2020.

299 WCO, “The New 2022 Edition of the Harmonized System Has Been Accepted,” January 8, 2020.
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Implementation of 2022 Amendments

In October 2019, the Commission instituted Investigation 1205-13, Recommended Modifications in the
Harmonized Tariff Schedule, in accordance with Section 1205(a) of the Omnibus Trade and
Competitiveness Act of 1988.3% The Commission followed the process of nomenclature analysis as
described by statute, which considers the text of the amendments to the current Harmonized System
and its application into the HTS.3% The WCO’s most recent amendments contained about 350 separate
amendments relating to a wide range of products and product groups, including 3D printers, electronic
textiles, unmanned aerial vehicles (i.e., drones), smartphones, electric vehicles, novel tobacco products
intended for inhalation without combustion, edible insect products, virgin and extra virgin olive oil,
electronic waste, amusement park equipment, and ozone-depleting chemicals controlled by the
Montreal Protocol.32 The Commission published a draft recommendations report, on which the public
was asked to comment in November 2020, and a final recommendation report was published in April
2021.3% As required by Section 1205 of the Omnibus Trade and Competitiveness Act of 1988, the
Commission transmitted its recommendations to the Trade Representative, who then transmitted the
report to the Finance Committee of the U.S. Senate and the Ways and Means Committee of the U.S.
House of Representatives. After the statutorily prescribed layover period, the President issued
Proclamation No. 10326 on December 23, 2021, which incorporated by reference 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.3** 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

For several decades, the United States has provided trade adjustment assistance (TAA) to aid U.S.
workers and firms adversely affected by import competition. Title IV of the Trade Preferences Extension
Act (TPEA)—the Trade Adjustment Assistance Reauthorization Act of 2015 (TAARA)—amended and
reauthorized TAA for six years, until June 30, 2021.3% Effective July 1, 2021, the TAA Program as
amended by the TAARA was reverted to a previous version of the program, referred to as Reversion

300 84 Fed. Reg. 53748 (October 8, 2019).

301 Omnibus Trade and Competitiveness Act of 1988, 19 U.S.C. § 3005 et seq.; USITC, Recommended Modifications
to the Harmonized Tariff Schedule, 2020, November 2020, 6.

302 ysITC, Recommended Modifications to the Harmonized Tariff Schedule, 2020, November 2020, 7.

303 YSITC, Recommended Modifications to the Harmonized Tariff Schedule, 2020, November 2020; USITC,
Recommended Modifications to the Harmonized Tariff Schedule, 2021, April 2021.

304 proclamation No. 10326, 86 Fed. Reg. 73593 (December 23, 2021); USITC, Modifications to the Harmonized
Tariff Schedule, December 2021.

305 The Trade Adjustment Assistance (TAA) program was first established by the Trade Expansion Act of 1962 and
subsequently expanded and reauthorized numerous times. In October 2011, the Trade Adjustment Assistance
Extension Act (TAAEA) extended the initial eligibility and benefit provisions until December 31, 2013. Beginning
January 1, 2014, the TAA program reverted to a more limited set of eligibility and benefit provisions, also called
“Reversion 2014 provisions.” TAA continued to operate under the Reversion 2014 provision until the enactment of
the Trade Adjustment Assistance Reauthorization Act of 2015 (TAARA; 19 U.S.C. § 2101 (notes)). TAARA reinstated
many of the eligibility and benefit provisions that were enacted by TAAEA. TAARA also contains sunset provisions.
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2021.3% The main TAA programs in effect in fiscal year (FY) 2021 were TAA for Workers, administered by
the U.S. Department of Labor (USDOL), and TAA for Firms, administered by the USDOC. A third program,
TAA for Farmers, administered by the U.S. Department of Agriculture (USDA), was reauthorized by
Congress under the TPEA.3%” However, Congress has not appropriated any funding for the program since
2011.3% As g result, the USDA did not accept any new petitions or applications for benefits in FY 2021.3%
Table 2.5 provides information on the amount of funding allocated to the TAA programs in recent years.
Selected developments in the TAA programs for workers and firms during FY 2021 are summarized
below.

Table 2.5 Funding by the Trade Adjustment Assistance (TAA) Program, annual, FY 2017-21

In millions of dollars.

Year TAA for Workers TAA for Firms
2017 716 20
2018 667 13
2019 582 13
2020 553 13
2021 441 14

Source: USTR, 2018 Trade Policy Agenda and 2017 Annual Report, March 2018, 53-54; USTR, 2019 Trade Policy Agenda and 2018 Annual
Report, March 2019, 77-78; USTR, 2020 Trade Policy Agenda and 2019 Annual Report, February 2020, 139-40; USTR, 2021 Trade Policy
Agenda and 2020 Annual Report, March 2021, 141-42; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 145-46.

Assistance for Workers

The provisions relating to the TAA for Workers Program are set out in Chapter 2 of Title Il of the Trade
Act.31° The program provides federal assistance to eligible workers who have been adversely affected by
import competition. A variety of TAA benefits and services are available to eligible workers, including
training, help with healthcare premium costs, trade readjustment allowances, and reemployment
assistance.3!! Current information on provisions of the TAA for Workers Program, as well as detailed
information on program eligibility requirements, benefits, and available services, is available at the
USDOL’s Employment and Training Administration (ETA) website for TAA.32

For petitioning workers to be eligible to apply for TAA benefits, the Secretary of Labor must determine
that the workers meet certain criteria relating to the reasons they were separated from their firm,
including declining sales or production at their firm and increased imports of like or directly competitive
articles.t?

For FY2021, the TAA for Workers program (TAA Program) was operated under the TAARA for petitions
filed on or before June 30, 2021. Starting July 1, 2021, the TAARA Program reverted to a previous
version of the program, referred to as Reversion 2021, when the TAA program began to be operated

306 YysDOL, “Trade Adjustment Assistance for Workers,” accessed April 12, 2022.

307 The Trade Preferences Extension Act of 2015 (TPEA) reauthorized the TAA for Farmers Program for FY 2015
through FY 2021.

308 McMinimy, Trade Adjustment Assistance for Farmers, August 1, 2016, 4-5.

309 YSTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 173.

31019 U.S.C. § 2271 et seq.

311 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 173.

312 yspoL, “TAA Employment and Training Administration,” accessed June 16, 2022.

31319 U.S.C. § 2272.
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under the Sunset Provisions of the Amendments to the Trade Act (sunset provisions) for petitions filed
on or after that date.3'* The major differences between the program operated under the TAARA and the
Reversion 2021 program are as follows:

e Under the TAARA program, both manufacturing and service workers whose jobs were
adversely affected by foreign trade were eligible for the TAA for Workers program; under
the Reversion 2021 program, only manufacturing sector workers may still be covered under
the TAA for Workers program, and services sector workers are no longer eligible for the TAA
program.3®®

e Under the Reversion 2021 program, workers who lost their jobs due to increased imports or
outsourcing are considered eligible for TAA only if their firms shift production or outsources
its jobs to a country with which the United States has a free trade agreement (FTA).31®

e Under the TAARA program, in order to receive Trade Readjustment Allowance (TRA)
benefits, TAA-eligible workers had to enroll within 26 weeks either after their TAA petitions
were certified or after their layoff; under the Reversion 2021 program, TAA-eligible workers
must enroll within 8 weeks after their TAA petitions are certified, or within 16 weeks after
the layoff.3Y’

e The statutory cap of the annual funding available was $450 million under the TAARA
program, which could be used for training, job search and relocation allowances, case
management and employment services, and related funds to each state to pay for state
administration of TAA benefits. For the Reversion 2021 program, the statutory cap of the
annual funding available for the TAA for workers program is $220 million, which can be used
for training only. No funding is available for employment services under the Reversion 2021
program.3®

In 2021, $441 million was allocated to state governments to fund different aspects of the TAA for
Workers Program. The largest portion, $370 million, was allocated for Training and Other Activities,
which included funds for training, job search allowances, relocation allowances, employment and case
management services, and related state administration. The remaining funding was allocated for two
other purposes: $58 million for Trade Readjustment Allowance benefits and $13 million for Alternative
Trade Adjustment Assistance/Reemployment Trade Adjustment Assistance benefits.3!°

314 YSDOL, ETA, email message to USITC staff, April 20, 2022; USDOL, “TAA Employment and Training
Administration,” accessed June 16, 2022; USDOL, Side-by-Side Comparison of TAA Program Benefits, accessed April
13, 2022.

315 UsDOL, Side-by-Side Comparison of TAA Program Benefits, accessed April 13, 2022. It is also worth noting that
services sector workers within the manufacturing sector (for instance, human resources, sales, legal services, etc.,
at a Ford car plant) are potentially eligible under the Reversion 2021 program under a petition filed for the
manufacturing sector workers, if at least 20 percent of their time is in support of the manufacturing worker group
that was certified. USDOL, ETA, email message to USITC staff, April 20, 2022.

316 YSDOL, Side-by-Side Comparison of TAA Program Benefits, accessed April 13, 2022. USDOL, ETA, email message
to USITC staff, April 20, 2022.

317.UsSDOL, Side-by-Side Comparison of TAA Program Benefits, accessed April 13, 2022.

318 YSDOL, Side-by-Side Comparison of TAA Program Benefits, accessed April 13, 2022.

319 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 173.
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Groups of workers3% submitted 731 petitions for TAA in FY 2021, a decline from the 1,245 petitions filed
in FY 2020.%2 The USDOL certified 801 petitions covering 107,454 workers as eligible to apply for
benefits and services under TAA, and denied 217 petitions covering 31,573 workers.3?? The largest
number of petitions certified in FY 2021 were from the Midwest region, followed by the South, West,
and Northeast (table 2.6).32 By state, Texas had the most workers certified (12,638 workers), followed
by Oregon (11,012), Indiana (6,548), and Virginia (6,010).3%*

Table 2.6 Trade Adjustment Assistance (TAA) certifications, by region, FY 2021

Census region No. of petitions certified No. of workers covered
Midwest 249 34,904
South 238 37,398
Northeast 153 12,387
West 158 22,456
Other 3 309

Total 801 107,454

Source: USDOL, ETA, email message to USITC staff, April 4, 2022.
Note: “Other” includes all industry sectors where less than 10 petitions were certified in FY 2021.

The majority (66.8 percent, 535 petitions) of TAA petitions certified during FY 2021 were in the
manufacturing sector, covering 80,588 workers. It was followed by those in the professional, scientific,
and technical services sector (6.4 percent, 51 petitions) and the wholesale trade sector (5.6 percent, 45
petitions) (figure 2.1).

320 A petition may be filed by any of the following: a group of two or more workers from the same firm, a certified
or recognized union or other duly authorized representative of the group of workers; the employer(s) of the group
of workers; or an American Job Center operator or American Job Center partners including State workforce
officials, employment security agencies, or dislocated worker unit and rapid response team members. USDOL,
“TAA Petition Process,” accessed April 13, 2022.

321 YsDOL, ETA, email message to USITC staff, April 4, 2022.

322 puring any fiscal year, the number of petitions filed will not necessarily be the same as the number of
determinations issued for a variety of reasons, including: (1) the processing time for petitions may overlap fiscal
years, and (2) petitioners may withdraw a petition after it has been filed, which results in the termination of an
investigation. USDOL, ETA, email message to USITC staff, April 4, 2022.

323 The regional classification is based on definitions from the U.S. Census Bureau. U.S. Census, “Census Regions
and Divisions of the United States,” accessed April 13, 2022.

324 YsDOL, ETA, email message to USITC staff, April 4, 2022.
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Figure 2.1 Share of Trade Adjustment Assistance (TAA) petitions certified by USDOL, by industry, FY
2021

“Other” includes all industry sectors where less than 10 petitions were certified in FY 2021. Underlying data for this figure can
be found in appendix table B.16.
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Source: USDOL, ETA, email message to USITC staff, April 4, 2022.

Assistance for Firms

The TAA for Firms Program provides assistance to help U.S. firms experiencing a decline in sales and
employment to become more competitive in the global marketplace.3?® The program provides cost-
sharing technical assistance to help eligible businesses create and implement targeted business recovery
plans. The program pays up to 75 percent of the costs of developing the recovery plans, with firms also
contributing a share of the cost of creating and implementing their recovery plans.3?® Current
information on provisions of the TAA for Firms Program, as well as detailed information on program
eligibility requirements, benefits, and available services, is available at the USDOC’s Economic
Development Administration website for TAA.3%

325 Trade Adjustment Assistance for Firms program, 19 U.S.C. §§ 2341 et seq; USTR, 2022 Trade Policy Agenda and
2021 Annual Report, March 2022, 173.

326 USDOC, Trade Adjustment Assistance for Firms, accessed April 13, 2022.

327 USDOC, EDA, “TAA for Firms,” accessed June 17, 2022.
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To be eligible for the program, a firm must show that an increase in imports of like or directly
competitive articles “contributed importantly” to the decline in sales or production and to the
separation or threat of separation of a significant portion of the firm’s workers.32% The program supports
a nationwide network of 11 nonprofit or university-affiliated Trade Adjustment Assistance Centers to
help firms to apply for a certification of eligibility and to implement a business recovery plan or
adjustment proposal.3?° Historically, most firms that apply for Trade Adjustment Assistance for Firms
certification are in the manufacturing sector.3%

In FY 2021, the Economic Development Administration awarded a total of $13.5 million in funds to the
TAA for Firms Program national network of 11 Trade Adjustment Assistance Centers. During FY 2021, the
Economic Development Administration certified 117 petitions for eligibility and approved 102
adjustment protocols.33!

Trade Preference Programs

Trade preference programs provide duty-free treatment or reduced-duty treatment to U.S. imports of
eligible articles from designated beneficiary developing countries. Following a 27.6 percent decline in
2020 compared to 2019, the value of total U.S. imports entered under all preference programs rose by
22.0 percent from 2020 to 2021 (table 2.7). 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. The value of U.S. imports under CBERA and the NTPP was greater in 2021
compared to 2019, whereas U.S. imports under AGOA and the U.S. Generalized System of Preferences
(GSP) programs did not exceed pre-pandemic levels (table 2.7).

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 a high of 74.9 percent in 2020 to 61.0 percent in 2021. Yet, the 2021 utilization rate of trade
preferences was greater than the 2019 utilization rate of 55.5 percent. The only program which
experienced an increase in the utilization rate from 2020 to 2021 was AGOA (excluding GSP), which
increased by 1.6 percent (table 2.8).

328 USTR, 2021 Trade Policy Agenda and 2020 Annual Report, March 2021, 163.

329 YsDOC, EDA, “Programs and Initiatives-TAA for Firms,” accessed June 17, 2022.

330 UsDOC, Fiscal Year 2019 Annual Report to Congress: TAA for Firms Program, 2020, 2, 4.
331 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 146.
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Table 2.7 Imports for consumption under specified tariff preference programs, annual, 2019-21

In millions of dollars and percentages. AGOA = African Growth and Opportunity Act; CBERA = Caribbean Basin Economic
Recovery Act and includes the Caribbean Basin Trade Partnership (CBTPA); HOPE = the Haitian Hemispheric Opportunity
through Partnership Encouragement Acts of 2006 (HOPE 1) and of 2008 (HOPE Il); HELP = Haiti Economic Lift Program; GSP =
the U.S. Generalized System of Preferences; NTPP = the Nepal Trade Preference Program. GSP data for 2021 refers only to
“GSP-claimed” imports, which have not yet received duty-free treatment, given the lapse in authorization for the entirety of
2021.

Percentage
2019 2020 2021 change
Tariff preference program (million $) (million $) (million $) 2020-21 (%)
AGOA preference imports, excluding GSP 7,353 3,248 5,971 83.8
GSP preference imports with AGOA eligibility 1,079 904 750 -17.0
All AGOA preference imports 8,432 4,153 6,722 61.9
CBERA preference imports, including CBTPA 1,887 1,816 2,156 18.7
and HOPE I/HOPE II/HELP
GSP preference imports 21,093 16,903 18,662 10.4
NTPP preference imports 3 2 4 59.8
All imports under preference programs 30,336 21,970 26,793 22.0

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: CBERA data in 2019 incorporate USITC estimates to adjust for the misclassification of certain imports of methanol as not having received
duty preferences under CBERA when in fact they did. Future reporting of these data will be subject to the U.S. Census Bureau'’s release of
annual revisions in July 2022, which were not available at the time of writing. Data available through USITC’s DataWeb or the Census Bureau’s
USA Trade Online reflect these revisions as of July 2022. U.S. government representative email message to USITC staff, July 20, 2021. Total
tariff preference programs = AGOA (excluding GSP) + CBERA/CBTPA/Haiti HOPE + GSP (including GSP-LDBC) + NTPP. Because of rounding,
figures may not add to totals shown.

Table 2.8 The utilization rate of specific tariff preference programs, annual, 2019-21

In percentages and percentage points (ppts). AGOA = the African Growth and Opportunity Act; CBERA = Caribbean Basin
Economic Recovery Act and includes the Caribbean Basin Trade Partnership (CBTPA) and HOPE = the Haitian Hemispheric
Opportunity through Partnership Encouragement Acts of 2006 (HOPE 1) and of 2008 (HOPE 11); HELP = Haiti Economic Lift
Program; GSP = the U.S. Generalized System of Preferences; GSP-LDBCs = the U.S. Generalized System of Preferences for least-
developed beneficiary developing countries; NTPP = the Nepal Trade Preference Program. GSP data for 2021 refers only to
“GSP-claimed” imports, which have not yet received duty-free treatment, given the lapse in authorization for the entirety of
2021.

Percentage point

change
Tariff preference program 2019 (%) 2020 (%) 2021 (%) 2020-21 (ppts)
AGOA (excluding GSP) 64.8 53.2 54.9 1.6
All AGOA (including GSP) 74.3 68.0 61.7 -6.3
CBERA, including CBTPA and HOPE I/HOPE 79.9 71.9 48.0 -23.9
Il/HELP
GSP (including GSP-LDBDCs) 51.5 78.3 63.8 -14.5
NTPP 50.0 51.9 46.5 -5.4
All tariff preference programs 56.6 74.9 61.0 -13.9

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: The utilization rate is measured by imports under specified tariff preference programs as a share of total program-eligible country
imports. Percentages reflect the total imports for consumption under the specified program as a share of imports for consumption of products
classified under eligible Harmonized Tariff Schedule of the United States (HTS) 8-digit subheadings from program-eligible countries.
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Generalized System of Preferences

Background

The U.S. Generalized System of Preferences (GSP) program authorizes the President to grant duty-free
access to the U.S. market for about 3,500 products that are imported from designated beneficiary
developing countries and territories (BDCs).3*2 About 1,500 additional products are allowed duty-free
treatment only when imported from countries designated as least-developed beneficiary developing
countries (LDBDCs).33 The most recent congressional action, in March 2018, authorized the President to
provide duty-free treatment through December 31, 2020.33* Authorization had lapsed for the entirety of
2021.3%

The GSP program aims to accelerate economic growth by offering eligible exports from BDCs to enter
the United States duty free.33® An underlying principle of the program is that the creation of trade
opportunities for developing countries encourages broader-based economic development and sustains
momentum for economic reform and liberalization.3*” The program’s enforceable eligibility criteria for
all beneficiary countries include, inter alia, taking steps to respect internationally recognized worker
rights, providing the United States with equitable and reasonable market access, reducing trade-
distorting investment practices, and providing adequate and effective protection of intellectual property
rights to U.S. rights holders.3%® As of December 31, 2021, there were 119 countries and territories
designated GSP BDCs.3*° Forty-four of the 119 countries and territories are designated LDBDCs. 34

The President has the authority to designate countries and territories as BDCs under the GSP program
with certain limitations described in the statute.3*! Countries can lose all or part of GSP eligibility based
on findings of country practices that violate the provisions of the GSP statute, including inadequate
protection of intellectual property rights or of internationally recognized worker rights. Complaints
about such violations (country practice allegations) were traditionally brought to the attention of the
interagency GSP subcommittee by a petition process but, in recent years the GSP subcommittee has

332 This program was authorized by Title V of the Trade Act of 1974, as amended, 19 U.S.C. §§ 2461-1467.

333 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022; USTR, “GSP-Eligible Products,” accessed
March 31, 2022.

33419 U.S.C. § 2465. The President’s authority to provide duty-free treatment under the GSP program was last
reauthorized on March 23, 2018, with retroactive coverage from January 1, 2018. The renewal also made technical
modifications to procedures for competitive need limits (CNLs) and waivers.

335 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 98.

336 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 98-99.

337 USTR, 2021 Trade Policy Agenda and 2020 Annual Report, March 2021, 98-99.

338 USTR, 2021 Trade Policy Agenda and 2020 Annual Report, March 2021, 97.

339 USITC, HTS 2022, April 2022, General Note 4, Products of Countries Designated Beneficiary Developing
Countries for Purposes of the Generalized System of Preferences (GSP), Non-Independent Countries and
Territories, GN 12.

340 USITC, HTS 2022, April 2022, General Note 4, Products of Countries Desighated Beneficiary Developing
Countries for Purposes of the Generalized System of Preferences (GSP), Non-Independent Countries and
Territories, GN 12.

34119 U.S.C. §§ 2461-2467.
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self-initiated assessments of BDCs as well.3*? There were seven ongoing country practice reviews as of
December 31, 2021.343

The President also has the authority to designate the articles that are eligible for duty-free treatment,
but only after receiving the advice of the Commission.3* The President cannot designate any articles
that are “import sensitive.”3* The statute designates certain goods (e.g., most footwear, textiles, and
apparel) as “import sensitive” and thus not eligible for duty-free treatment under the GSP program.34®
The statute further provides that countries “graduate” when they become “high income,” as defined by
the World Bank’s per capita income tables.?* In addition, the statute allows for ending the eligibility of
certain imports, or imports from specific countries, under certain conditions.3®

Competitive need limitations (CNLs)—quantitative ceilings on GSP benefits for each product and BDC—
are another important part of the GSP program.3* There are two different measures for CNLs: during
any calendar year, imports of a particular product from a specific BDC (1) account for 50 percent or
more of the value of total U.S. imports of that product and exceed the certain de minimis dollar value
($25.5 million in 2021); or (2) exceed a certain dollar value (5200 million in 2021). If either is met, the
product from this specific BDC is considered “sufficiently competitive,” and GSP eligibility for this
product from this specific BDC terminates on November 1 of the next calendar year, unless a wavier is
granted.3*® CNLs can be waived under special conditions.®? A CNL waiver in effect on a product for five
or more years should be revoked if total U.S. imports from a beneficiary developing country exceed
“super-competitive” value thresholds—that is, 75 percent of all U.S imports or 150 percent of the
current year’s CNL dollar limit.3*2 This “super competitive” threshold is calculated using imports entered
only under the GSP program.

342 USTR, “Current Reviews,” December 31, 2020.

343 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 99.

34419 U.S.C. §§ 2461-2467.

34519 U.S.C. §§ 2461-2467.

34619 U.S.C. § 2463(b).

34719 U.S.C. § 2462(e). New thresholds are determined at the start of the World Bank’s fiscal year in July and
remain fixed for 12 months, regardless of subsequent revisions to estimates. As of July 1, 2021, the new threshold
for high-income classification was $12,695. World Bank, “World Bank Country Classifications by Income Level,”
Data Blog (blog), July 1, 2021.

34819 U.S. Code § 2463(c).

34919 U.S.C. §§ 2461-2467. CNLs do not apply to least-developed beneficiary developing countries (LDBDCs) or to
developing countries that are beneficiaries of the African Growth and Opportunity Act (AGOA). This explanation
reflects 19 U.S.C. §§ 2461 et seq. as of December 31, 2021. The U.S. Congress is discussing reauthorization of this
statute to include amending this statute. The information about the program described could change based on
congressional action in 2022.

35019 U.S.C. § 2463(c)—(d); USTR, U.S. Generalized System of Preferences (GSP) Guidebook, November 2020, 9.

351 For more information on these special conditions under which CNLs can be waived, see USTR, U.S. Generalized
System of Preferences (GSP) Guidebook, November 2020, 9-10.

35219 U.S.C. § 2463(d)(4)(B)(ii).
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Developments in 2021

U.S. Imports under GSP

As noted above, the President’s authority to grant duty-free treatment lapsed in 2021. Therefore, no
imports received duty-free treatment under the program during 2021. In earlier years, legislation
renewing the President’s authority had allowed importers of goods that might otherwise have been
eligible to receive duty-free treatment to apply for a refund of duties paid while the program was
lapsed. 353 Such imports did not receive duty-free treatment while the program lapsed but were still
claimed as GSP imports in U.S. trade data and eligible for a refund once the program was renewed. If
authorized by future statute, then the imports entered during the current lapse of the GSP program
could receive duty-free treatment retroactively in future years. U.S. imports designated as GSP-claimed
rose by 10.4 percent in 2021, relative to 2020 (table 2.9). U.S. imports designated as GSP-claimed
accounted for 9.2 percent of all imports from all GSP-eligible BDCs, down from 11.1 percent in 2020
(table 2.10). Indonesia surpassed Thailand to become the top source of imports entered under the GSP
program in 2021, increasing by 22.7 percent, while Thailand fell 13.8 percent to the second-largest
source. Cambodia was the third-largest source of imports entered under the GSP program in 2021,
replacing Brazil in 2020 (interactive dashboard).3*

Table 2.9 U.S. imports for consumption from GSP beneficiaries, annual, 2019-21

In millions of dollars and percentages. GSP = the U.S. Generalized System of Preferences; LDBC = least-developed beneficiary
developing countries. GSP data for 2021 refers only to “GSP-claimed” imports, which have not yet received duty-free
treatment, given the lapse in authorization for the entirety of 2021.

Percentage

2019 2020 2021 change

Duty or preference program status (million $) (million $) (million $)  2020-21 (%)
GSP imports from LDBDCs 182 92 152 65.2
GSP imports from non-LDBDCs 20,911 16,811 18,510 10.1
All GSP imports 21,093 16,903 18,662 10.4
All other imports, duty-free 124,043 84,948 111,586 31.4
All other imports, dutiable 89,944 50,132 71,757 43.1
All other imports 213,897 135,080 183,343 35.7
All imports from GSP beneficiaries 235,080 151,983 202,005 329

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: Eligible products from LDBDCs are those for which the rate of duty of “free” appears in the special rate column of the HTS, followed by
the symbol “A+” in parentheses. The symbol “A+” indicates that all LDBDCs (and only LDBDCs) are eligible for duty-free treatment with respect
to all articles listed in the designated provisions. Non-LDBDC-eligible products are those for which a rate of duty of “free” appears in the
special rate column of the HTS, followed by the symbols “A” or “A*” in parentheses. The symbol “A” indicates that all beneficiary countries are
eligible for duty-free treatment with respect to all articles listed in the designated provisions. The symbol “A*” indicates that certain
beneficiary countries (specified in general note 4(d) of the HTS) are not eligible for duty-free treatment with respect to any article listed in the
designated provision; USITC, HTS 2022, April 2022, General Note 4, Products of Countries Designated Beneficiary Developing Countries for
Purposes of the Generalized System of Preferences (GSP), Non-Independent Countries and Territories, GN 12. Not all products are eligible for
GSP. Because of rounding, figures may not add to totals shown.

353 CBP, “Generalized System of Preferences (GSP),” accessed April 21, 2022.
354 USITC DataWeb/Census, accessed March 11, 2022.
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Table 2.10 Share of U.S. imports for consumption from GSP beneficiaries, annual, 2019-21

In percentages and percentage points. GSP = the U.S. Generalized System of Preferences; LDBDC = least-developed beneficiary
developing countries; — (em dash) = not applicable. GSP data for 2021 refers only to “GSP-claimed” imports, which have not
yet received duty-free treatment, given the lapse in authorization for the entirety of 2021.

Percentage

point change

2020-21

Duty or preference programs status 2019 (%) 2020 (%) 2021 (%) (ppts)
GSP imports from LDBDCs 0.1 0.1 0.1 0.0
GSP imports from non-LDBDCs 8.9 11.1 9.2 -1.9
All GSP imports 9.0 11.1 9.2 -1.9
All other imports, duty-free 52.8 55.9 55.2 -0.7
All other imports, dutiable 38.3 33.0 35.5 2.5
All other imports 91.0 88.9 90.8 1.9
All imports from GSP beneficiaries 100.0 100.0 100.0 0.0

Source: USITC DataWeb/Census, accessed February 17, 2022. See footnote to previous table.

In 2021, top imports claimed under the GSP program were captured by three of the 11 key merchandise
sectors: miscellaneous manufactures, agricultural products, and chemicals and related products.3>®
Imports of agricultural products under GSP remained relatively steady from 2019 to 2021, whereas
miscellaneous manufactures increased, and chemicals and related products decreased. Among
merchandise sectors that composed a smaller base value of imports in 2020, there were comparatively
large increases in imports of forest products (87.9 percent) and textiles and apparel (51.9 percent) in
2021. As noted earlier, the statute designates most textiles and apparel as “import sensitive” and thus
not eligible for duty-free treatment under the GSP program. The textile and apparel merchandise sector
includes rubber gloves, which as discussed below were one of the top imports claimed under the GSP
program in 2021. Seven of the 11 sectors saw increases in imports claimed under the GSP program from
2020 to 2021, a marked shift from declines in the majority of merchandise sectors from 2019 to 2020.3¢

In 2021, three top imports claimed under the GSP program that were classified by HTS 6-digit
subheading were travel and sports bags (HTS subheading 4202.92), precious metal jewelry (HTS
subheading 7113.19) and rubber gloves (HTS subheading 4015.19). Among those, imports of rubber
gloves increased by over 50 percent from 2020 to 2021. Another product group imported under the GSP
program was fresh cut roses (HTS subheading 0603.11), which increased by 957.0 percent from 2020 to
2021; however, the comparison with the prior year is skewed because this category was newly added to
GSP eligibility by the President in November 2020 and grew from a base of zero imports under GSP in
2019 (interactive dashboard).3*’

355 These merchandise sectors are defined by the Commission. Each USITC digest sector encompasses a number of
8-digit subheadings in the Harmonized Tariff Schedule of the United States (HTS), which classifies tradable goods.
The 11 sectors are agricultural products, forest products, chemicals and related products, energy-related products,
textiles and apparel, footwear, minerals and metals, machinery, transportation equipment, electronic products,
and miscellaneous manufactures. Digest sectors are further defined in USITC, Shifts in U.S. Merchandise Trade,
2021, June 2022.

356 USITC DataWeb/Census, accessed April 20, 2022.

357 proclamation No. 10107, 85 Fed. Reg. 70027 (October 30, 2020).
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GSP Developments in 2021

With the President’s authority lapsed for the entirety of 2021, the GSP Subcommittee of the Trade
Policy Staff Committee continued to monitor the program but took no actions.3*® The committee,
chaired by USTR, is composed of representatives of other executive branch agencies, and conducts an
annual review that considers changes to the lists of articles and countries eligible for duty-free
treatment under GSP.3*° Members of Congress introduced several bills to reauthorize and reform the
program; as of December 31, 2021, legislation was still pending.3®°

Nepal Trade Preference Program

The Nepal Trade Preferences Act (NTPA) authorizes the President to provide preferential treatment to
articles imported directly from Nepal into the United States if the President determines that Nepal
meets certain requirements set forth in the NTPA. In addition to the requirements set forth in the NTPA,
the NTPA also requires the President to determine that Nepal meets the requirements of the African
Growth and Opportunity Act (AGOA), and in GSP statutes.®! The NTPA authorizes the Nepal Trade
Preference Program (NTPP), which came into effect on December 30, 2016, and is currently set to expire
on December 31, 2025.3%2 The NTPP gave Nepal duty-free access to the U.S. market for certain goods
including certain luggage and flat goods in HTS chapter 42, certain carpets and floor coverings in chapter
57, certain apparel in chapters 61 and 62, two non-apparel made-up textile articles in chapter 63, and
various headwear items in chapter 65.3% As of December 31, 2021, Nepal was eligible for duty-free
treatment on 77 HTS 8-digit subheadings under the NTPP, 31 of which are also duty free under GSP.3%*

In 2021, total U.S. imports from Nepal were about $108 million; imports from Nepal under GSP were
about $18 million; and imports under the NTPP were nearly $4 million (table 2.11). Imports under NTPP
and GSP combined made up 20.3 percent of total imports from Nepal in 2021, an increase from 14.5
percent in 2020 (table 2.12).

358 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 128.

359 USTR, U.S. Generalized System of Preferences (GSP) Guidebook, November 2020, 8.

360 The Senate passed the U.S. Innovation and Competition Act in June 2021, which would authorize the program
until January 1, 2027. The House passed the America COMPETES Act in February 2022, which would authorize the
program until December 31, 2024. S. 1260, United States Innovation and Competition Act of 2021, 117th Congress
(2021). H.R. 4521, America COMPETES Act of 2022, 117th Congress (2022).

36119 U.S.C. § 4454

362 81 Fed. Reg. 92499 (December 20, 2016).

363 19 U.S.C. 4454 §(2)(A)(iii).

364 USITC, HTS 2022, April 2022
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Table 2.11 U.S. imports for consumption from Nepal, annual, 2019-21

In thousands of dollars and percentages. NTPP = Nepal Trade Preference Program; GSP = U.S. Generalized System of
Preferences. GSP data for 2021 refers only to “GSP-claimed” imports, which have not yet received duty-free treatment, given
the lapse in authorization for the entirety of 2021.

Percentage

2019 2020 2021 change

Duty or preference program status (thousand §)  (thousand $)  (thousand $) 2020-21 (%)
NTPP preference imports 3,180 2,465 3,939 59.8
GSP preference imports 12,643 10,063 18,036 79.2
All NTPP and GSP preference imports 15,823 12,527 21,975 75.4
All other imports, duty-free 57,525 57,571 66,175 14.9
All other imports, dutiable 17,448 16,258 20,117 23.7
All other imports 74,973 73,829 86,292 16.9
Total imports, Nepal 90,796 86,357 108,267 254

Source: USITC DataWeb/Census, accessed February 25, 2021.

Note: NTPP-eligible products are those for which a rate of duty of “free” appears in the special rate column of the HTS followed by the symbol
“NP” in parentheses. The symbol “NP” indicates that Nepal is eligible for duty-free treatment with respect to all articles listed in the designated
provisions, including imports for which preferential tariff treatment was claimed for NTPP-eligible goods by U.S. importers under GSP, for HTS
rate lines with special duty symbols “A,” “A*,” or “A+.”

Table 2.12 Share of U.S. imports for consumption from Nepal, annual, 2019-21

In percentages. NTPP = Nepal Trade Preference Program; GSP = U.S. Generalized System of Preferences; — (em dash) = not
applicable. GSP data for 2021 refers only to “GSP-claimed” imports, which have not yet received duty-free treatment, given the
lapse in authorization for the entirety of 2021.

Percentage

point change

2020-21

Duty or preference program status 2019 (%) 2020 (%) 2021 (%) (ppts)
NTPP preference imports 3.5 2.9 3.6 0.8
GSP preference imports 13.9 11.7 16.7 5.0
All NTPP and GSP preference imports 17.4 14.5 20.3 5.8
All other imports, duty-free 63.4 66.7 61.1 -5.5
All other imports, dutiable 19.2 18.8 18.6 -0.2
All other imports 82.6 85.5 79.7 -5.8
Total imports, Nepal 100.0 100.0 100.0 0.0

Source: USITC DataWeb/Census, accessed February 25, 2021.

African Growth and Opportunity Act

Enacted in 2000, the African Growth and Opportunity Act (AGOA) gives tariff preferences to eligible sub-
Saharan African (SSA) countries pursuing political and economic reform.3®® In particular, AGOA provides
duty-free access to the U.S. market for all GSP-eligible products, and for more than 1,800 additional
qualifying items in HTS 8-digit subheadings that are eligible under AGOA only. While AGOA'’s eligibility
criteria and rules of origin are similar to those of the GSP program, AGOA beneficiary countries are
exempt from the GSP competitive need limitations (CNLs).3%® AGOA also provides duty-free treatment

36519 U.S.C. § 2463; 19 U.S.C. § 3722.

366 AGOA eligibility criteria are set forth in section 104 of AGOA (19 U.S.C. § 3703) and section 503(c)(2)(D) of the
Trade Act of 1974 (19 U.S.C. § 2463). Countries must be GSP eligible as well as AGOA eligible in order to receive
AGOA'’s trade benefits. The (non-apparel) rules of origin under GSP (and AGOA) are set forth in section 503 of the
Trade Act of 1974 (19 U.S.C. § 2463 (a)(2)) and are reflected in HTS general notes 4 and 16; USITC, HTS 2022, April
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for certain apparel articles cut and sewn in designated beneficiary countries if additional eligibility
criteria are satisfied.3*” The current AGOA expiration date is September 30, 2025.368

Each year, the President must consider whether individual SSA countries are, or remain, eligible for
AGOA benefits based on the eligibility criteria. USTR initiates the annual eligibility review with the
publication of a notice in the Federal Register requesting comments and announcing a public hearing. In
2021, 39 SSA countries were eligible for AGOA benefits.3 Of these countries, 27 were eligible for AGOA
textile and apparel benefits for all or part of 2021.37° Of the countries in the latter group, all but one
(South Africa) were also eligible for additional textile and apparel benefits intended for least-developed
beneficiary countries (LDBCs) for all or part of 2021.37* Notable among these extra benefits is the third-
country fabric provision for LDBCs. This provision provides duty-free treatment for certain apparel
articles cut and sewn in designated beneficiary countries from non-U.S., non-AGOA fabrics as long as
additional eligibility criteria are satisfied.3”> Meanwhile, as a result of the 2021 annual AGOA eligibility

2022, General Note 4, Products of Countries Designated Beneficiary Developing Countries for Purposes of the
Generalized System of Preferences (GSP), Non-Independent Countries and Territories, GN 12; USITC, HTS 2022,
April 2022, General Note 16, Products of Countries Designated as Beneficiary Countries under the African Growth
and Opportunity Act (AGOA), Non-Independent Countries and Territories, GN 164. See also Section 111(b) of AGOA
(19 U.S.C. § 2463 (c)(2)(D)).

367 Section 113 of AGOA (19 U.S.C. § 3722). See HTS chapter 98, subchapter XIX, for applicable provisions.

368 See 19 U.S.C. § 2466b. The expiration date for AGOA has twice been extended. In 2004, the expiration date was
extended from 2008 until 2015. See AGOA Acceleration Act of 2004, H.R. 4103 108th Cong. § 7(a)(1) (2004). In
2015, the date was extended from 2015 until 2025. See Trade Preferences Extension Act of 2015, H.R. 1295 114th
Cong. § 103(b)(1) (2015). All U.S. imports from AGOA countries that are GSP-eligible, along with the 1,800
additional articles, are eligible for U.S. duty-free treatment, notwithstanding the lapse in the President’s authority
under the GSP law.

369 1n 2021, the following 39 SSA countries were designated as beneficiary AGOA countries: Angola, Benin,
Botswana, Burkina Faso, Cabo Verde, Central African Republic, Chad, Comoros, Céte d’lvoire, Democratic Republic
of the Congo, Djibouti, Ethiopia, Eswatini (formerly Swaziland), Gabon, Gambia, Ghana, Guinea, Guinea-Bissau,
Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritius, Mozambique, Namibia, Niger, Nigeria, Republic of
the Congo, Rwanda, Sdo Tomé and Principe, Senegal, Sierra Leone, South Africa, Tanzania, Togo, Uganda, and
Zambia. 38 SSA countries were designated as beneficiary AGOA countries in 2020. As a result of the 2020 annual
AGOA eligibility review, Democratic Republic of Congo’s AGOA eligibility was reinstated, effective January 1, 2021.
USTR, 2021 Trade Policy Agenda and 2020 Annual Report, March 2021, 33.

370 Twenty-seven SSA countries were eligible for AGOA textile and apparel benefits for all or part of 2021: Benin,
Botswana, Burkina Faso, Cabo Verde, Chad, Cote d’lvoire, Eswatini (formerly Swaziland), Ethiopia, Ghana, Guinea,
Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritius, Mozambique, Namibia, Nigeria, Senegal, Sierra
Leone, South Africa, Tanzania, Togo, Uganda, and Zambia. USDOC, ITA, OTEXA, “AGOA Preferences: Country
Eligibility, Apparel Eligibility, and Textile Eligibility,” accessed April 14, 2022. USTR, 2022 Trade Policy Agenda and
2021 Annual Report, March 2022, 101.

371 UsSDOC, ITA, OTEXA, “AGOA Preferences: Country Eligibility, Apparel Eligibility, and Textile Eligibility,” accessed
April 14, 2022.

372 Chapter 98, subchapter XIX, U.S. note 2(a) through 2(e); USITC, 2021 Harmonized Tariff Schedule of the United
States, Basic Edition, Revision 12, December 2021.
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review, eligibility was terminated for Ethiopia, Guinea, and Mali, effective January 1, 2022.%37% Therefore,
36 SSA countries are eligible for AGOA benefits in 2022.374

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, a 61.9 percent increase from 2020, though still below the
2019 level. These imports comprised 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 21.8 percent of U.S. imports from AGOA countries (table 2.13
and 2.14).

Table 2.13 U.S. imports for consumption from AGOA beneficiaries, annual, 2019-21

In millions of dollars and percentages. AGOA = African Growth and Opportunity Act; GSP = U.S. Generalized System of
Preferences. GSP data for 2021 refers only to “GSP-claimed” imports, which have not yet received duty-free treatment, given
the lapse in authorization for the entirety of 2021.

Percentage
2019 2020 2021 change, 2020-
Duty or preference program status (million ) (million ) (million ) 21 (%)
AGOA preference imports, excluding GSP 7,353 3,248 5,971 83.8
GSP preference imports with AGOA 1,079 904 750 -17.0
eligibility
All AGOA preference imports 8,432 4,153 6,722 61.9
All other imports, duty-free 9,160 12,236 16,420 34.2
All other imports, dutiable 3,084 2,021 4,298 112.7
All other imports 12,244 14,257 20,718 45.3
Total imports from AGOA countries 20,676 18,410 27,440 49.0

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: Eligible products under AGOA are those for which a rate of duty of “free” appears in the special rate column of the HTS, followed by the
symbol “D” in parentheses. The symbol “D” indicates that all AGOA beneficiaries are eligible for duty-free treatment with respect to all articles
listed in the designated provisions. In addition, provisions of subchapters Il and XIX of chapter 98 of the HTS set forth specific categories of
AGOA-eligible products, under the terms of separate country designations enumerated in subchapter notes. Includes imports for which
preferential tariff treatment was claimed for AGOA-eligible goods by U.S. importers under GSP, for HTS rate lines with special duty symbols
“A,” “A*” (unless the AGOA beneficiary country is excluded), or “A+.”

373 Guinea and Mali each had AGOA eligibility terminated due to the unconstitutional change in government, while
Ethiopia’s AGOA eligibility was terminated due to gross violations of internationally recognized human rights being
perpetrated amid the widening conflict in northern Ethiopia. USTR, 2022 Trade Policy Agenda and 2021 Annual
Report, March 2022, 101.

374 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 100.
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Table 2.14 Share of U.S. imports for consumption from AGOA beneficiaries, annual, 2019-21

In percentages and percentage points. AGOA = African Growth and Opportunity Act; GSP = the U.S. Generalized System of
Preferences. GSP data for 2021 refers only to “GSP-claimed” imports, which have not yet received duty-free treatment, given
the lapse in authorization for the entirety of 2021.

Percentage point change,

Duty or preference program status 2019 (%) 2020 (%) 2021 (%) 2020-21 (ppt)
AGOA preference imports, excluding GSP 35.6 17.6 21.8 4.1
GSP preference imports with AGOA eligibility 5.2 49 2.7 -2.2
All AGOA preference imports 40.8 22.6 24.5 1.9
All other imports, duty-free 44.3 66.5 59.8 -6.6
All other imports, dutiable 14.9 11.0 15.7 4.7
All other imports 59.2 77.4 75.5 -1.9
Total imports from AGOA countries 100.0 100.0 100.0 0.0

Source: USITC DataWeb/Census, accessed February 17, 2022.

The increase in U.S. imports under AGOA (excluding GSP) in 2021 compared to 2020 mainly reflected an
increase in the value of imports of crude petroleum, as well as an increase in imports of passenger
motor vehicles.?”® The value of U.S. crude petroleum imports under AGOA soared by 163.8 percent ($1.1
billion) from 2020 to 2021, while the value of U.S. imports of passenger motor vehicles under AGOA
increased by 39.8 percent ($214.6 million) from 2020 to 2021. Nigeria and Angola, two of the top
petroleum-producing countries in SSA, both experienced increases in the value and quantity of their
crude petroleum imported into the United States under AGOA (interactive dashboard), due mainly to an
increase in global oil prices, as well as increasing demand from the United States.3®

The major suppliers of duty-free U.S. imports under AGOA (excluding GSP) in 2021 were South Africa
(34.8 percent of total AGOA imports), Nigeria (22.8 percent), Kenya (8.6 percent), Ghana (5.1 percent),
Angola (5.0 percent), and Lesotho (4.8 percent). These six countries contributed 81.1 percent of total
imports by value under AGOA in 2021 (interactive dashboard).

Section 105 of AGOA required the President to establish the U.S.-Sub-Saharan Africa Trade and
Economic Cooperation Forum (also known as the AGOA Forum) to discuss trade, investment, and
development at an annual ministerial-level meeting with AGOA-eligible countries.3”” In October 2021,
the United States organized a two-day Virtual AGOA Ministerial Meeting with SSA countries, which due
to the COVID-19 pandemic took place in lieu of the annual AGOA Forum. The theme of the virtual
meeting was “Building Back a Better U.S.-Africa Trade and Investment Relationship.”3”® During the
meeting, USTR discussed with its SSA counterparts core issues affecting U.S.-African trade relationship,
as well as joint efforts to combat the COVID-19 pandemic.3”® USTR also highlighted the Administration’s
worker-centered trade policy and discussed the potential of working with SSA partners to facilitate
sustainable growth that will benefit workers, especially women, youth, and underserved

375 Crude petroleum refers to products classified under HTS subheading 2709.00, and passenger motor vehicles
refers to products classified under HTS subheading 8703.23.

376 EIA, “Crude Oil Prices Increased in 2021 as Global Crude Oil Demand Outpaced Supply,” January 4, 2022.
37719 U.S.C. § 3704.

378 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 100.

379 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 100.
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communities.3 Participants from the United States included senior government officials and members
of Congress and from Africa included primarily ministers of trade from AGOA-eligible countries.38!

Caribbean Basin Economic Recovery Act

The 1983 Caribbean Basin Economic Recovery Act (CBERA) authorizes the President to grant certain
unilateral preferential tariff benefits to Caribbean Basin countries.3® These benefits have been
enhanced and expanded over time, and are intended to promote economic growth and development
through increased exports of nontraditional products.383

The Caribbean Bain Trade Partnership Act (CBTPA) amended CBERA in 2000, expanding preferential
treatment to several products previously excluded from CBERA, notably certain apparel.®® Altogether,
CBERA provides duty-free access for over 5,000 qualifying HTS 8-digit tariff lines and an additional 259
non-apparel tariff lines under CBTPA.38> While the original CBERA provisions have no expiration date, the
preferential tariff benefits granted under CBTPA are set to expire on September 30, 2030.3% In the
section that follows, the term CBERA refers to CBERA as amended by the CBTPA.

Imports from 17 countries and territories were eligible for CBERA preferences during 2021 (“CBERA
beneficiaries”), 8 of which were also eligible for CBTPA preferences.3®’ Further countries are potentially
eligible for designation but have not been designated CBERA beneficiaries.3® Additionally, CBERA
beneficiaries are not automatically eligible for the enhanced CBTPA preferences. Congress has

380 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 100-101.

381 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 129-30.

38219 U.S.C. § 2701. The 17 CBERA beneficiaries in 2021 were Antigua and Barbuda, Aruba, The Bahamas,
Barbados, Belize, Curagao, Dominica, Grenada, Guyana, Haiti, Jamaica, Montserrat, Saint Kitts and Nevis, Saint
Lucia, Saint Vincent and the Grenadines, Trinidad and Tobago, and the British Virgin Islands. USITC, HTS 2022, April
2022, General Note 7(a), Products of Countries Designated as Beneficiary Countries under the Caribbean Basin
Economic Recovery Act (CBERA), GN 19.

383 19 U.S.C § 2702 notes. For a detailed description of CBERA’s provisions and eligibility requirements see USITC,
Caribbean Basin Economic Recovery Act: 25th Report, September 2021, 28.

384 CBTPA also extended preferential treatment to other non-apparel products, including petroleum and petroleum
products, certain tuna, certain footwear, and certain watches and watch parts. The Trade Act of 2002 clarified
some provisions of CBTPA. 19 U.S.C. § 2703.

385 For a summary of the types of products eligible for duty-free treatment under CBERA and CBTPA, see USITC,
Year in Trade 2020, September 2021, 89; USITC, “The 2021 HTS Item Count,” accessed March 18, 2022.

386 19 U.S.C. § 2701 notes. As originally enacted, the authority to grant preferential tariff treatment under CBERA
was set to expire on September 30, 1995. The Caribbean Basin Economic Recovery Expansion Act (CBEREA) of 1990
repealed that termination date and made the authority permanent, in addition to extending preferential
treatment to certain products. CBTPA provisions were most recently renewed on October 10, 2020.

387 CBTPA beneficiaries include: Barbados, Belize, Curagao, Guyana, Haiti, Jamaica, Saint Lucia, and Trinidad and
Tobago. See USITC, HTS 2022, April 2022, General Note 17, Products of Countries Designated as Beneficiary
Countries under the United States-Caribbean Basin Trade Partnership Act of 2000, GN 187, and U.S. notes in HTS
subchapters Il and XX of chapter 98. Although the list of eligible countries is currently the same in both the general
note and in chapter 98, countries can be added to the general note list, dealing with non-apparel goods, without
qualifying for the apparel articles benefits of chapter 98.

388 19 U.S. Code § 2702. Countries potentially eligible to be designated beneficiaries are listed in Pub. L. No. 98-67,
Title Il, § 212(b), 97 Stat. 385 (1983). See eligibility discussion in USITC, Caribbean Basin Economic Recovery Act:
25th Report, September 2021.
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designated additional CBERA beneficiaries as potentially eligible over time; seven have requested but
not yet been granted beneficiary status.3%

In 2021, the total value of U.S. imports from CBERA beneficiaries increased 69.1 percent to nearly $8.6
billion and the value of U.S. imports entered under CBERA preferences increased 18.7 percent to $2.2
billion (table 2.15).3%° Both 2021 import totals were greater than pre-COVID levels. The top five imports
under CBERA in 2021—methanol (HTS subheading 2905.11), crude petroleum oils (HTS subheading
2709.00), cotton T-shirts (HTS subheading 6109.10), sweaters, pullovers, and sweatshirts of manmade
fibers (HTS subheading 6110.30), and knitted or crocheted T-shirts (HTS subheading 6109.90)—
comprised 58.9 percent of imports under CBERA. In 2021, methanol imports rose 89.9 percent to $472
million, while petroleum imports declined 32.6 percent to $369 million (interactive dashboard).

Table 2.15 U.S. imports from CBTPA/CBERA beneficiaries, by duty preference status and by period

In millions of dollars ($) and percent changes (%). CBERA = Caribbean Basin Economic Recovery Act and includes the Caribbean
Basin Trade Partnership (CBTPA); HOPE = Haitian Hemispheric Opportunity through Partnership Encouragement Acts of 2006
(HOPE 1) and of 2008 (HOPE I1); HELP = Haiti Economic Lift Program of 2010.

Percent

change,

2019 2020 2021 2020-21

Duty or preference program status (million $) (million $) (million $) (%)

CBERA preference imports, excluding CBTPA 597 512 776 51.5

CBTPA preference imports 553 727 629 -13.5

HOPE I/HOPE II/HELP Act preference imports 737 577 751 30.2

All CBERA preference imports, including 1,887 1,816 2,156 18.7
CBTPA, HOPE I/HOPE II/HELP

All other imports, duty-free 3,238 2,709 4,350 60.6

All other imports, dutiable 442 575 2,119 268.8

All other imports 3,680 3,283 6,470 97.0

All imports from CBERA beneficiaries 5,567 5,100 8,626 69.1

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: The data for U.S. imports under CBERA include U.S. imports under CBERA as amended by both CBTPA and HOPE and Haiti Economic Lift
Program (HELP) Acts. For the Haiti HOPE methodology, refer to appendix A. CBTPA-eligible products are those for which a special duty rate
appears in the special rate column of the HTS, followed by the symbol “R” in parentheses. The symbol “R” indicates that all CBTPA beneficiary
countries are eligible for special duty-rate treatment with respect to all articles listed in the designated provisions. In addition, subchapters II
and XX of chapter 98 set forth provisions covering specific products eligible for duty-free entry, under separate country designations
enumerated in those subchapters (and including former CBTPA beneficiaries El Salvador, Guatemala, Honduras, Nicaragua, the Dominican
Republic, Costa Rica, and Panama). CBERA (excluding CBTPA)-eligible products are those for which a special duty rate appears in the special
rate column of the HTS, followed by the symbols “E” or “E*” in parentheses. The symbol “E” indicates that all beneficiary countries are eligible
for special duty rate treatment with respect to all articles listed in the designated provisions. The symbol “E*” indicates that certain articles,
under general note 7(d) of the HTS, are not eligible for special duty treatment with respect to any article listed in the designated provision.
CBERA data in 2019 incorporate USITC estimates to adjust for the misclassification of certain imports of methanol as not having received duty
preferences under CBERA when in fact they did. Future reporting of these data will be subject to the U.S. Census Bureau’s release of annual
revisions in July 2022, which were not available at the time of writing. Data available through USITC’s DataWeb or the Census Bureau’s USA
Trade Online reflect these revisions as of July 2022. U.S. government representative email message to USITC staff, July 20, 2021.

U.S. imports under CBERA accounted for 25.0 percent of all U.S. imports from CBERA beneficiaries in
2021, falling from 35.6 percent in 2020 (table 2.16). Haiti and Trinidad and Tobago were the top two
suppliers of U.S. imports under CBERA in 2021, making up 47.9 percent and 33.2 percent of total U.S.

38 Aruba, The Bahamas, Dominica, Grenada, Montserrat, Saint Kitts and Nevis, and Saint Vincent and the
Grenadines. 77 Fed. Reg. 61816 (October 11, 2012); 75 Fed. Reg. 17198 (April 5, 2010).
3% For more information on U.S. trade data for specific import preference programs including CBERA and the HOPE

Acts, see appendix A of this report.
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imports from CBERA beneficiaries, respectively. Apparel dominates imports from Haiti under the
program. Trinidad and Tobago was a large exporter of crude petroleum and related products such as
melamine (HTS subheading 2933.61) as well as methanol. Guyana, Jamaica, and The Bahamas combined
contributed 17.7 percent of total imports from CBERA beneficiaries in 2021, respectively supplying
petroleum, agricultural products, and polystyrene (interactive dashboard).3!

Table 2.16 Share of U.S. imports for consumption from CBERA/CBTPA beneficiaries, annual, 2019-21

In percentages. CBERA = Caribbean Basin Economic Recovery Act; CBTPA = Caribbean Basin Trade Partnership; HOPE = Haitian
Hemispheric Opportunity through Partnership Encouragement Acts of 2006 (HOPE 1) and of 2008 (HOPE 11); HELP = Haiti
Economic Lift Program of 2010; — (em dash) = not applicable.

Percentage point change,

Duty or preference program status 2019 2020 2021 2020-21
CBERA preference imports, excluding
CBTPA 10.7 10.0 9.0 -1.0
CBTPA preference imports 9.9 14.3 7.3 -7.0
HOPE I/HOPE II/HELP Act preference 13.2 11.3 8.7 -2.6
imports

All CBERA preference imports, including

CBTPA, HOPE I/HOPE II/HELP 33.9 35.6 25.0 -10.6
All other imports, duty-free 58.2 53.1 50.4 -2.7
All other imports, dutiable 7.9 11.3 24.6 13.3

All other imports 66.1 64.4 75.0 10.6

All imports from CBERA beneficiaries 100.0 100.0 100.0 —

Source: USITC DataWeb/Census, accessed February 17, 2022.

Note: The data for U.S. imports under CBERA include U.S. imports under CBERA as amended by both CBTPA and HOPE and Haiti Economic Lift
Program (HELP) Acts. For the Haiti HOPE methodology, refer to appendix A. CBTPA-eligible products are those for which a special duty rate
appears in the special rate column of the HTS, followed by the symbol “R” in parentheses. The symbol “R” indicates that all CBTPA beneficiary
countries are eligible for special duty-rate treatment with respect to all articles listed in the designated provisions. In addition, subchapters II
and XX of chapter 98 set forth provisions covering specific products eligible for duty-free entry, under separate country designations
enumerated in those subchapters (and including former CBTPA beneficiaries El Salvador, Guatemala, Honduras, Nicaragua, the Dominican
Republic, Costa Rica, and Panama). CBERA (excluding CBTPA)-eligible products are those for which a special duty rate appears in the special
rate column of the HTS, followed by the symbols “E” or “E*” in parentheses. The symbol “E” indicates that all beneficiary countries are eligible
for special duty rate treatment with respect to all articles listed in the designated provisions. The symbol “E*” indicates that certain articles,
under general note 7(d) of the HTS, are not eligible for special duty treatment with respect to any article listed in the designated provision.
CBERA data in 2019 incorporate USITC estimates to adjust for the misclassification of certain imports of methanol as not having received duty
preferences under CBERA when in fact they did. Future reporting of these data will be subject to the U.S. Census Bureau’s release of annual
revisions in July 2022, which were not available at the time of writing. Data available through USITC’s DataWeb or the Census Bureau’s USA
Trade Online reflect these revisions as of July 2022. U.S. government representative email message to USITC staff, July 20, 2021.

Haiti Initiative

Since 2006, three amendments to CBERA expanded the duty-free benefits available to Haiti.3*? For
apparel, these benefits give Haitian producers more flexibility in sourcing yarns and fabrics beyond the
preferences available under the Caribbean Basin Trade Partnership Act (CBTPA), under which apparel
must be made exclusively from U.S. yarns, or fabrics of U.S. yarns. The Haitian Hemispheric Opportunity
through Partnership Encouragement Act of 2006 (HOPE I) and of 2008 (HOPE 1) (collectively referred to

as the HOPE Acts) expanded the rules of origin for apparel by permitting the limited use of materials of
any origin, as well as provided new benefits for ignition wiring sets for vehicles, aircraft, or ships

391 YSITC DataWeb/Census, accessed April 20, 2022.
392 These amendments were made in 2006, 2008, and 2010.
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assembled in Haiti.3* Following a major earthquake in January of 2010, the Haitian Economic Lift
Program of 2010 (HELP Act) amended CBERA a third time, and further enhanced benefits provided in the
HOPE Acts.3** The HOPE/HELP Acts expanded preferential treatment of imports of certain apparel and
textile items, while also implementing eligibility requirements for Haiti. HOPE Il requires that Haiti
establish, in cooperation with the International Labour Organization, a labor-related capacity-building
and monitoring program in the apparel sector, known as the Technical Assistance Improvement and
Compliance Needs Assessment and Remediation (TAICNAR) program.3®® In addition, to remain eligible
for preferential treatment under the HOPE Acts, Haiti is required to make progress toward “establishing
the protection of internationally recognized worker rights” through establishing a Labor
Ombudsperson’s Office, requiring producers desiring preferential treatment to participate in the
TAICNAR program, and establishing a producer registry.3% HOPE/HELP Acts preferences expire on
September 30, 2025.37

In recent years, apparel comprised almost two-thirds of Haiti’s exports to the world and over 95 percent
of U.S. imports from Haiti under CBERA, including HOPE/HELP.3*® Almost all U.S. imports of textiles and
apparel from Haiti entered duty free under trade preference programs in 2021 (table 2.18). In 2021,
74.0 percent of the apparel and textiles imports from Haiti enter under HOPE/HELP preferences rules,
remaining relatively consistent with recent years (table 2.18). The overall value of textile and apparel
imports from Haiti increased 33.4 percent from 2020 to 2021 (table 2.17). U.S. imports of apparel from
Haiti had fallen substantially from 2019 to 2020 due to the COVID-19 pandemic, but the recovery in
2021 pushed U.S. imports of Haitian textiles and apparel above pre-pandemic levels.3%

Table 2.17 U.S. imports of textiles and apparel from Haiti, annual, 2019-21

In millions of dollars and percentages. CBERA = Caribbean Basin Economic Recovery Act and includes the Caribbean Basin
Trade Partnership (CBTPA); HOPE = the Haitian Hemispheric Opportunity through Partnership Encouragement Acts of 2006
(HOPE 1) and of 2008 (HOPE I1); HELP = Haiti Economic Lift Program of 2010.

Percentage

2019 2020 2021 change,

Preference program (million $) (million $) (million $)  2020-21 (%)
CBERA preference imports, including CBTPA 246 175 254 45.0
HOPE I/HOPE II/HELP Act preference imports 737 577 751 30.2
All preference program imports 983 752 1,005 33.7
All other imports 15 9 10 10.4
All textile and apparel imports from Haiti 998 761 1,015 334

Source: USITC DataWeb/Census, accessed February 17, 2022.
Note: These data reflect detailed U.S. general import data under trade preference programs sorted by category and published by the Office of
Textiles and Apparel at the U.S. Department of Commerce.

39319 U.S.C. § 2703a. There were no U.S. imports of ignition wiring sets (HTS 8-digit subheadings 8544.30.00 and
9820.85.44) from Haiti during 2007-21.

39419 U.S.C. § 2701 notes.

3%5 19 U.S.C. § 2703a(e)(1) and (3).

3% 19 U.S.C. § 2703a(e)(1) and (2).

397 The original HOPE | benefits were granted for 3 years, and have been extended thrice, by HOPE Il (to 2018),
HELP (to 2020), and by Section 301 of the Trade Preferences Extension Act of 2015 (amending 19 U.S.C. § 2703a).
398 USITC, Caribbean Basin Economic Recovery Act: 25th Report, September 2021, 90.

399 USITC, Caribbean Basin Economic Recovery Act: 25th Report, September 2021, 89, 116.
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Table 2.18 Share of U.S. imports of textiles and apparel from Haiti, annual, 2019-21

In percentages. CBERA = Caribbean Basin Economic Recovery Act and includes the Caribbean Basin Trade Partnership (CBTPA);
HOPE = the Haitian Hemispheric Opportunity through Partnership Encouragement Acts of 2006 (HOPE I) and of 2008 (HOPE Il);
HELP = Haiti Economic Lift Program of 2010. — (em dash) = not applicable.

Percentage

point change,

Preference program 2019 2020 2021 2020-21
CBERA preference imports, including CBTPA 24.7 23.0 25.0 2.0
HOPE I/HOPE II/HELP Act preference imports 73.9 75.8 74.0 -1.8
All preference program imports 98.5 98.8 99.0 0.2
All other imports 1.5 1.2 1.0 -0.2

All textile and apparel imports from Haiti 100.0 100.0 100.0 —

Source: USITC DataWeb/Census, accessed February 17, 2022.
Note: These data reflect detailed U.S. general import data under trade preference programs sorted by category and published by the Office of
Textiles and Apparel at the U.S. Department of Commerce.

Use of most apparel preference rules rose significantly in 2021, with increases ranging from 2.7 to 56.6
percent over 2020 as the Haitian industry rebounded from pandemic related downturn (table 2.19).
Conversely, use of the earned import allowance program (EIAP) fell slightly in 2021.4%° U.S. imports of
apparel from Haiti remain concentrated in high-volume, basic commodity garments such as knit T-shirts,
pullovers, and undergarments, which have relatively predictable consumer demand and require few

styling changes.*!

The use of the HOPE preference rule for headwear continued to grow in 2021, rising 81.3 percent to $16
million, after more than doubling from 2019 to 2020.%%2 Non-apparel textile imports from Haiti include
imports under the HOPE/HELP home goods provision. Imports under this preference rule first appeared
in 2017 (S3 million), and increased rapidly through 2019 ($21 million), but fell to $16 million in 2021.4%

400 Since the 2010 HELP Act, use of this program has varied year-to-year. Prior to the HELP amendment, EIAP was
not utilized. Compiled from official statistics of USDOC, ITA, OTEXA, “Trade Preference Programs—U.S. General
Imports—Category 1,” June 7, 2022; USDOC, ITA, OTEXA, “Trade Preference Programs—U.S. General Imports—
Category 2,” June 7, 2022.

4011n 2021, 83 percent by value of the U.S. imports of apparel from Haiti were of knit garments (HTS chapter 61)
and 17 percent were of woven or non-knit garments (HTS chapter 62), traditionally considered as higher value or
requiring a more complex skill set for assembly. The split between knit and non-knit is consistent compared to
2020 (85 percent knit vs. 15 percent woven or non-knit). USITC DataWeb/Census, accessed April 4, 2022.

402 The HOPE/HELP preference rule for headwear applies to HTS headings 6501, 6502 or 6504 or HTS 8-digit
subheadings 6505.00.04 through 6505.00.90. Headwear under HTS 6505.00.80 accounted for 93 percent of the
HOPE/HELP trade under this rule in 2021 ($15.3 million). USITC DataWeb/Census, accessed April 5, 2022.

403 |n November 2018, North Carolina-based Culp, Inc. requested a ruling for country of origin and trade preference
eligibility under Haiti HOPE/HELP from U.S. Customs and Border Protection (CBP) for a mattress cover and pillow
covers. These made-up textile articles, being wholly assembled in Haiti, and imported directly from Haiti are
eligible for duty-free treatment under HOPE/HELP HTS 8-digit subheading 9820.63.05. CBP Customs Ruling
N301907, December 13, 2018. A second request in 2020 for a ruling on country of origin and trade preference
eligibility, this time for mattress protectors and foundation covers determined that these articles were not eligible
for duty-free treatment under HOPE/HELP. CBP Customs Ruling N313147, August 12, 2020.
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Table 2.19 U.S. general imports of textiles and apparels from Haiti, by duty treatment, annual, 2019-21
In millions of dollars and percentages. Caribbean Basin Economic Recovery Act (CBERA) includes the Caribbean Basin Trade
Partnership (CBTPA) and HOPE = the Haitian Hemispheric Opportunity through Partnership Encouragement Acts of 2006 (HOPE
1) and of 2008 (HOPE 11); HELP = Haiti Economic Lift Program of 2010. — (em dash) = not applicable.

Percentage
HTS 2019 2020 2021 change,
Product/duty treatment subheading(s) (million $) (million $) (million $)  2020-21 (%)
Certain apparel of regional knit
fabrics of U.S. yarns 9820.11.09 134 94 148 56.6
Certain knit T-shirts of regional
fabrics of U.S. yarns 9820.11.12 71 58 83 43.7
9820.11.06
Apparel cut and assembled from and
U.S. fabric 9820.11.18 41 22 23 2.7
All CBERA preference imports, 246 175 254 455
including CBPTA —
Knit apparel regional limit 9820.61.35 330 243 334 37.4
Woven apparel regional limit 9820.62.05 122 108 151 40.4
9820.61.25
and
Value-added regional limits 9820.61.30 122 113 142 25.8
Earned Import Allowance Program
(EIAP) 9820.62.25 127 82 79 -3.8
Home goods 9820.63.05 21 17 16 -4.8
Headwear 9820.65.05 5 9 16 81.3
All other — 1 2 1 -54.0
All HOPE I/HOPE II/HELP Act 728 573 739 28.9
preference imports -
All preference program imports — 974 748 993 32.8
All other imports — 23 14 23 67.2
All textile and apparel imports 998 761 1,015 334

from Haiti

Source: Compiled from official statistics of USDOC, ITA, Office of Textiles and Apparel, accessed February 18, 2022; USDOC, ITA, OTEXA, “Trade
Preference Programs—U.S. General Imports—Category 1,” June 7, 2022; USDOC, ITA, OTEXA, “Trade Preference Programs—U.S. General

Imports—Category 2,” June 7, 2022.

Note: Because of rounding, figures may not add to totals shown.
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Chapter 3
The World Trade Organization

This chapter provides an overview of major developments at the World Trade Organization (WTO)
during 2021, particularly as they affect the United States. The overview includes developments at
ministerial and General Council meetings, selected WTO plurilateral agreements under discussion, the
waiver proposal for certain provisions of the Agreement on Trade-Related Aspects of Intellectual
Property Rights, and continued U.S. concerns about the operation of the WTO Dispute Settlement
Mechanism.

Background

The WTO was established by 124 governments through the Marrakesh Agreement in April 1994, which
replaced an earlier world trade framework under the General Agreement on Tariffs and Trade (GATT),
signed in October 1947, and procedures adopted in 1948. The main functions of the WTO include: (1)
facilitating the implementation, administration and operations of the Marrakesh Agreement, the
Multilateral Trade Agreements, and the plurilateral agreements; (2) providing a forum for negotiations
among its members concerning their multilateral trade relations; and (3) administering the
Understanding on Rules and Procedures Governing the Settlement of Disputes.*®* Currently, the WTO
oversees 16 different multilateral agreements (to which all WTO members are parties) and two
plurilateral agreements (to which only some WTO members are parties).*® As of March 22, 2022, the
WTO had 164 member and 25 observer countries,*® with 24 accessions in progress.*’

Under the Marrakesh Agreement, the Ministerial Conference is the WTQO’s highest decision-making
body. It is composed of representatives of all member states and carries out the functions of the WTO.
Usually convening once every two years, the Ministerial Conference has the authority to make decisions
on all matters under any of the multilateral trade agreements.*%® Day-to-day work in between the
ministerial conferences is handled by three bodies: the General Council (GC), the Dispute Settlement
Body, and the Trade Policy Review Body.**® The WTO Secretariat, led by the WTO Director-General,
provides support to its members and the WTO work, but it has no decision-making powers.*0

404 WTO, Uruguay Round Agreement, Marrakesh Agreement Establishing the World Trade Organization, April 15,
1994, Article Il Functions of the WTO.

405 WTO, “What Is the WTO?: Overview,” accessed March 29, 2022.

406 \WWTO, “Members and Observers,” accessed March 29, 2022.

407 WTO, “WTO Accessions,” accessed March 28, 2022.

408 WTO, Uruguay Round Agreement, Marrakesh Agreement Establishing the World Trade Organization, April 15,
1994, Article IX Decision-Making; WTO, “Ministerial Conferences,” accessed March 29, 2022.

409 WTO, “Whose WTO Is It Anyway?,” accessed May 13, 2022.

410 The Secretariat supplies technical and professional support to the various councils and committees, provides
technical assistance for developing countries, monitors and analyzes developments in world trade, provides
information to the public and media, and organizes ministerial conferences. It also provides some forms of legal
assistance, and it advises governments wishing to become members of the WTO. WTO, “Overview of the WTO
Secretariat,” accessed March 29, 2022.
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WTO Developments in 2021

Ministerial Conference

The Twelfth WTO Ministerial Conference, originally scheduled to take place in Geneva, Switzerland,
during June 8-11, 2020, was postponed to the week of November 29, 2021, and was further postponed
to the week of June 13, 2022, due to the COVID-19 pandemic and travel and quarantine restrictions in
Switzerland.*!!

General Council

The General Council is composed of representatives of all WTO members and meets as appropriate in
the intervals between the Ministerial Conference meetings to conduct the functions of the Ministerial
Conference.*?

On February 15, 2021, members of the General Council selected Ngozi Okonjo-lweala, of Nigeria, as the
seventh WTO Director-General, succeeding WTO Director-General Roberto Azevédo, who had
announced he would step down on August 31, 2020, a year before his term was to expire. Okonjo-
Iweala took office on March 1, 2021, becoming both the first woman and first African to serve as
Director-General. Her term will expire on August 31, 2025.%13 The main function of the Director-General
is to oversee the WTO Secretariat.

Negotiations in 2021 focused on fisheries subsidies; a work program on electronic commerce, including
an extension of the moratorium on customs duties on electronic transmissions; and the advancement of
WTO accessions, among other issues. The United States also worked with other WTO members to
advance plurilateral work on digital trade. On December 2, 2021, the United States joined over 60 WTO
members representing more than 90 percent of global services trade, in announcing the successful
conclusion of negotiations of the WTO Joint Statement Initiative on Services Domestic Regulation.

In 2021, the United States focused on mechanisms to improve the overall functioning of the WTO,
including the implementation of existing WTO Agreements. In advance of the Twelfth Ministerial
Conference, which was eventually postponed, the United States worked through various WTO standing
committees to advance reform ideas. Among the ideas expressed was that members should begin the

411 The Twelfth WTO Ministerial Conference took place from June 12-17, 2022 at WTO headquarters in Geneva,
Switzerland. Key outcomes of the conference included (1) a package on WTO responses to emergencies (including
Ministerial Declarations on Food Insecurity, World Food Programme Food Purchases Exemption from Export
Prohibitions or Restrictions, the WTO Response to the COVID-19 pandemic, and an Agreement on Trade-Related
Aspects of Intellectual Property Rights); (2) a Decision on the E-commerce Moratorium and Work Programme; (3)
an Agreement on Fisheries Subsidies; (4) two decisions adopted by ministers concerning the Work Programme on
Small Economies and on the TRIPS non-violation and situation complaints; and (5) a Ministerial Declaration on
responding to modern sanitary and phytosanitary challenges. Topics of the Twelfth Ministerial Conference will be
discussed in further detail in the Year in Trade 2022 report. WTO, MC12 Outcome Document, June 22, 2022; WTO,
“Twelfth WTO Ministerial Conference,” accessed April 6, 2022.

#12\WTO, Uruguay Round Agreement, Marrakesh Agreement Establishing the World Trade Organization, April 15,
1994, Article IV Structure of the WTO; WTO, “The WTO General Council,” accessed March 29, 2022.

413 WTO, “WTO Director-General: Ngozi Okonjo-lweala,” accessed April 6, 2022.
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process of identifying opportunities to achieve results, even if incremental ones, and avoid buying into
the predictable, and often risky, formula of leaving everything to a package of ministerial statements
and decisions.**

Throughout 2021, the Chairperson of the General Council, together with the WTO Director-General,
conducted informal consultations with large groupings comprising the Heads of Delegation of the entire
WTO membership, as well as a wide variety of smaller groupings of WTO members at various levels.
According to the Office of the U.S. Trade Representative (USTR), these consultations were convened
with a view toward resolving outstanding issues on the General Council’s agenda. USTR participated in
all General Council meetings and consultations in order to advance U.S. interests at the WTO.**®

Selected Plurilateral Agreements under Discussion

Negotiations on Electronic Commerce

WTO members launched negotiations on trade-related aspects of electronic commerce (e-commerce) in
Davos, Switzerland, in January 2019. By the end of 2021, 86 members participated in the e-commerce
negotiations.*!® Throughout 2021, participating members continued to engage in negotiations of rules
on e-commerce. According to the WTO, despite the challenges presented by the pandemic, the
negotiations advanced, leading to progress in small groups on specific issues.*' In particular, negotiators
produced “clean” negotiating texts on issues of unsolicited commercial messages (spam) in February
2021, on e-signatures and authentication in April 2021, and on open government data and online
consumer protection in September 2021 —representing a subset of the 10 to 12 agreed articles that
members had been charged to produce by the Twelfth WTO Ministerial Conference.*® This progress
culminated in the issuance of a revised consolidated negotiating text on September 8, 2021.%%°

In 2021, members engaged in discussions on e-commerce issues, both in the context of the Work
Program on Electronic Commerce and informal sessions involving outside experts.*° Members had
earlier agreed, in December 2019, to extend the longstanding moratorium on customs duties on
electronic transmissions until the Twelfth Ministerial Conference, originally scheduled to take place in
June 2020.

Negotiations on Fisheries Subsidies

WTO members launched negotiations on fisheries subsidies in 2001 at the Doha Ministerial Conference.
In 2017, at the 11th Ministerial Conference (MC11) in Buenos Aires, ministers committed to negotiations

413 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 182.

415 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 187.

416 WTO, “E-Commerce Co-Convenors Welcome Substantial Progress in Negotiations,” December 14, 2021.

417 WTO, “Members Finalise ‘Clean Text’ on Spam,” February 5, 2021.

418 “Clean” negotiating texts are generally those in which brackets are removed, and convergence has been
reached among members. WTO, “Members Finalise ‘Clean Text’ on Spam,” February 5, 2021; WTO, “Members
Finalise ‘Clean Text’ on e-Signatures and Authentication,” April 20, 2021; WTO, “E-Commerce Talks: Two
‘Foundational’ Articles Cleaned,” September 13, 2021; WTO, “Negotiations on E-Commerce Advance,” November
10, 2021.

413 WTO, “Joint Initiative on E-Commerce,” accessed March 28, 2022.

420 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 187.
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with an aim to adopt an agreement before the next Ministerial Conference.**! Based on the mandate
fixed under the Ministerial Decision from MC11, negotiators were expected to secure an agreement on
the elimination of subsidies for illegal, unreported, and unregulated (IUU) fishing.*?? The agreement
would also cover the prohibition of certain forms of fisheries subsidies that contribute to overcapacity
and overfishing. In addition, the agreement would allow developing and least-developed countries to
receive special and differential treatment.*?

Members met frequently throughout 2021 to discuss revisions to the draft consolidated text that was
circulated in December 2020.%** Prominent issues of discussion included subsistence, artisanal, or small-
scale fishing; due process requirements for IlUU fishing determinations; and the approach to the
overcapacity and overfishing prohibition.*?®> Revised drafts of the consolidated text were released in
June 2021 ahead of the July ministerial-level meeting, and in November 2021 alongside calls by Director-
General Okonjo-lweala to redouble efforts to bridge differences.*?

In May 2021, the United States put forward a proposal to in the IUU fishing negotiations that would
reenforce members’ efforts to highlight and address the use of forced labor on fishing vessels. The
proposal called for: (1) the inclusion of effective disciplines on harmful subsidies to fishing activities that
may be associated with the use of forced labor; (2) the explicit recognition of the problem and the need
to eliminate it; and (3) transparency with respect to vessels or operators engaged in the use of forced
labor.*?” On November 24, 2021, the chair of the fisheries subsidies negotiations submitted a draft
agreement on fisheries subsidies for the consideration of ministers.**® As of December 31, 2021,
negotiations were still ongoing.

Negotiations on Services

The Special Session of the Council for Trade in Services was formed in 2000, in accordance with the
Uruguay Round mandate of the General Agreement on Trade in Services (GATS), to undertake new
multi-sectoral services negotiations. The four major areas of service negotiations are market access;

21 WTO, “Negotiations on Fisheries Subsidies,” accessed April 5, 2022.

422 ||legal, unreported, and unregulated (IUU) fishing is a broad term that captures a wide variety of fishing activity
that undermines national and regional efforts to conserve and manage marine resources and, as a consequence,
inhibits progress towards achieving the goals of long-term sustainability and responsibility. For more information
on IUU fishing, see FAO, “What Is IUU Fishing?,” accessed May 13, 2021; USITC, Seafood Obtained via lllegal,
Unreported, and Unregulated Fishing, February 2021.

423 WTO, “DG Azevédo Call on Members to Intensify Fisheries Subsidies Negotiations,” March 6, 2020.

428 WTO, “WTO Members Resume Work on Fisheries Subsidies Negotiations,” January 22, 2021; WTO, “July
Ministerial Eyed as Fisheries Negotiations Enter Final Phase,” April 21, 2021.

425 WTO, “February Meetings for Fisheries Subsidies Negotiations,” February 24, 2021; WTO, “March Meetings for
Fisheries Subsidies Negotiations,” March 19, 2021; WTO, “Summary Statement of Negotiating Group on Rules
Chair on Fisheries Subsidies,” April 21, 2021.

426 WTO, “Chair Introduces Revised Fishing Subsidies Text before July Ministerial,” June 30, 2021; WTO, “Second
Revision of Draft Negotiating Text Introduced,” November 8, 2021; WTO, “Draft Agreement on Fisheries Subsidies
Submitted Ahead of MC12,” November 25, 2021; WTO, “DG Calls for Agreement on Fisheries Subsidies by End-
February,” December 2, 2021.

427 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 165.

428 WTO, “Negotiations on Fisheries Subsidies,” accessed April 5, 2022.
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domestic regulation; GATS rules (emergency safeguard measures, government procurement, and
subsidies); and implementation of special treatment of least-developed countries under GATS.**

The Special Session of the Council for Trade in Services held informal meetings in March and June 2021.
The focus of the March meeting was on a submission by the Organisation of African, Caribbean, and
Pacific Group of States titled, “Vulnerable ACP State Services Sectors Impacted in the Context of the
COVID-19 Pandemic.” The June meeting focused on negotiations for domestic regulation for services, as
well as a submission by a group of members proposing discussions on market access for environmental
services.®3? Starting in June 2021 and continuing through the fall, members discussed how to reflect
Special Session of the Council for Trade in Services work in the context of Twelfth Ministerial
Conference.?®! On December 2, 2021, 67 members including the United States, adopted the Declaration
on the Conclusion of Negotiations on Services Domestic Regulation, which had begun in 2017 with the
aim of “increasing transparency, predictability and efficiency of authorization procedures” for service
providers in foreign markets.*3?

Waiver Proposal for Certain Agreement on Trade-
Related Aspects of Intellectual Property Rights
Provisions

On October 2, 2020, South Africa and India submitted a proposal calling for a waiver for all WTO
members of certain provisions of the Agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS Agreement) in relation to the “prevention, containment or treatment” of COVID-19.4%3
According to the proponents, the objective of the waiver request is to avoid barriers to the timely access
to affordable medical products including vaccines and medicines, or to the scaling-up of research,
development, manufacture, and supply of essential medical products. The proposed waiver would cover
obligations in four sections of the TRIPS Agreement—Section 1 on copyright and related rights, Section 4
on industrial designs, Section 5 on patents, and Section 7 on the protection of undisclosed information.
Under the proposal, the waiver would last for a specific number of years, to be determined by the
General Council. It would remain in place until vaccination is available globally, and the majority of the
world's population has developed immunity to COVID-19. WTO members would review the waiver
annually until termination.** The proposal was subsequentially co-sponsored by 63 WTO members.
Some WTO members at the time expressed opposition to the waiver, citing the existing flexibilities in
the TRIPS Agreement which allows for compulsory licensing in health emergencies such as the

435

429 WTO, “Services Negotiations,” accessed April 2, 2022.

430 WTO, “WTO Members Continue Review of LDC Services Waiver, e-Commerce Work Programme,” July 1, 2021.
431 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 183.

432 WTO, Declaration on the Conclusion of Negotiations on Services Domestic Regulation, December 2, 2021; WTO,
“Joint Initiative on Services Domestic Regulation,” December 2, 2021.

433 WTO, Council for TRIPS, IP/C/W/669, “Waiver from Certain Provisions of the TRIPS Agreement,” October 2,
2020, 2.

434 WTO, “Members Continue to Discuss Temporary IP Waiver,” December 10, 2020.

435 WTO, “Members Continue to Discuss Temporary |P Waiver,” December 10, 2020.
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pandemic.**® On May 5, 2021, U.S. Trade Representative Katherine Tai (Ambassador Tai) announced the
Biden Administration’s support for waiving intellectual property protections for COVID-19 vaccines. The
announcement cited the global health crisis while confirming the Administration’s belief in strong
intellectual property protections and stating that the Administration would actively participate in text-
based negotiations at the WTO.**” The TRIPS Council met formally in February and April 2021 to
continue discussion about the 2020 proposal, and in May the co-sponsors of the original proposal
submitted a revised text for consideration.**® The TRIPS Council continued to meet in June, October, and
November 2021 to further discuss the revised waiver proposal and other COVID-19 pandemic-related
proposals, though differences regarding the waiver remained by year-end 2021.4°

Dispute Settlement Body

This section provides an overview of the WTO dispute settlement process, as well as information about
proceedings during calendar year 2021, particularly those in which the United States was a complaining
or responding party. More specifically, it provides (1) a tally of new requests for consultations filed by
WTO members during calendar year 2021 under the WTO Dispute Settlement Understanding; (2) a table
listing the new dispute settlement panels established during calendar year 2021 in which the United
States was either the complaining party or the named respondent; and (3) short summaries of the
procedural and substantive issues in disputes involving the United States in 2021, as well as summaries
of panel and Appellate Body reports issued during 2021 in disputes that involved the United States.**
This section also describes the impact that both the COVID-19 pandemic and the impasse on appointing
new Appellate Body members had on panel and Appellate Body activity during 2021.

This section’s summaries of issues and of findings and recommendations in panel and Appellate Body
reports are based entirely on information in publicly available documents. Sources include summaries
published online by the WTO, summaries included in USTR’s 2022 Trade Policy Agenda and 2021 Annual
Report, and summaries included in USTR press releases. The summaries in this report should not be
regarded as comprehensive or as reflecting a U.S. government or Commission interpretation of the

438 WTO, Council for Trade-Related Aspects of Intellectual Property Rights, “Responses to Questions on Waiver
from Certain Provisions of the TRIPS Agreement,” January 15, 2021; Government of the United Kingdom, “UK
Statement to the TRIPS Council,” October 16, 2020; WTO, “TRIPS Council Continues Discussion of Temporary IP
Waiver,” April 30, 2021; EC, “Answer for Question E-005595/2020,” December 23, 2020.

437 USTR, “Statement from Ambassador Katherine Tai on the Covid-19 Trips Waiver,” May 5, 2021.

438 WTO, “Members Discuss TRIPS Waiver Request,” February 23, 2021; WTO, “TRIPS Council Continues Discussion
of Temporary IP Waiver,” April 30, 2021; WTO, “Waiver from Certain Provisions of the TRIPS Agreement,” May 25,
2021.

439 Despite encountering disagreements over the original 2020 proposal by South Africa and India, the United
States and the EU participated in negotiations with the co-sponsors, facilitated by WTO Director-General Ngozi
Okonjo-lweala throughout the second half of 2021 and early months of 2022. After engaging in text-based
negotiations for two months, WTO members welcomed the adoption of the TRIPS waiver decision on COVID-19
vaccines at the 12th Ministerial Conference (MC12) in June 2022. "Communication from the Chairperson," May 3,
2022; WTO, 12th Ministerial Conference, WT/MIN(22)/30; WT/L/1411, “Ministerial Decision on the TRIPS
Agreement,” June 17, 2022; WTO, “Members Pursue Convergence for an IP COVID-19 Response,” October 14,
2021; WTO, “WTO Members Continue Discussions on Common IP COVID-19 Response,” November 29, 2021.

40 For a general description of WTO dispute settlement process, see “Understanding the WTO: Settling Disputes.”
See also Uruguay Round Agreement, Annex 2, Understanding on Rules and Procedures Governing the Settlement
of Disputes, April 15, 1994, art. 17 (describing appeal of panel report to the Appellate Body).
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issues raised or addressed in the disputes or in panel or Appellate Body reports. A table showing
procedural developments in active cases, including during 2021 in disputes in which the United States
was the complainant or respondent, appears in the interactive dashboard.

This section focuses on developments during 2021, including panel and Appellate Body reports issued
during 2021 and adopted by the Dispute Settlement Body (DSB). With minor exceptions, panel and
Appellate Body reports and DSB actions after the close of 2021 will be summarized in the next edition of
Commission’s report covering 2022. A number of disputes filed before 2021 remained inactive
throughout 2021, either at the consultation stage or with a panel established but not composed. With
minor exceptions, this report will not address those disputes.

Finally, this section focuses largely on developments through the panel and Appellate Body stage and
includes only limited discussion of matters that arose after the DSB adopted panel or Appellate Body
reports in the original dispute. As indicated in the flowchart in figure 3.1, dispute settlement often
continues beyond the adoption of the panel or Appellate Body report, particularly when the defending
party is the “losing” party. Issues may arise about the reasonableness of the time sought by the losing
party to implement findings and recommendations, the adequacy of actions taken by that party to
comply with the findings and recommendations, and possible compensation and retaliation. Matters
may be referred to the original panel or to a new panel for further findings and recommendations on
compliance and other matters, and when appropriate, the parties may seek the help of an arbitrator to
resolve matters.

The table in the interactive dashboard sets out the timeline for procedural actions in specific active WTO
dispute settlement cases, including procedural actions at the implementation, compliance, and
compensation/retaliation stages. A number of disputes were still active at the compliance stage or were
before an arbitrator during 2021.
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Figure 3.1 Timeline for a typical WTO dispute settlement process
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Source: WTO, “Flow Chart of the Dispute Settlement Process,” accessed March 29, 2022.
Note: Parenthetical references correspond to Articles of the Uruguay Round Agreement, Annex 2, Understanding on Rules and Procedures
Governing the Settlement of Disputes, April 15, 1994.
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Dispute Activities During 2021

As in 2020, during 2021 the COVID-19 pandemic continued to slow the filing of new disputes and
delayed the progress of ongoing disputes before established and composed panels. Similarly, the
impasse over appointment of new members to the Appellate Body prevented it from addressing new
appeals. The combination of these two situations likely slowed the pursuit of disputes even at the panel
stage.

During 2021, WTO members filed nine new requests for dispute settlement consultations. While more
than the five filed during 2020, this 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.% |t was also the first year since the establishment of the WTO that the United States was neither
a complaining party nor a named respondent in a new dispute filed that year.**? Eight WTO members—
Costa Rica, Malaysia, Japan, Australia, China, the European Union (EU), Saudi Arabia, and Brazil—filed
new disputes, and one member, Costa Rica, filed two disputes (against Panama and the Dominican
Republic, respectively). The EU was the named respondent in three disputes (filed by Malaysia, Saudi
Arabia, and Brazil), China was the named respondent in two disputes (filed by Japan and Australia), and
four other members were each the named respondent in one dispute—Panama (filed by Costa Rica),
Australia (filed by China), Russia (filed by the EU), and the Dominican Republic (filed by Costa Rica).**

Panels Established in 2021 that Involve the United
States

One new dispute settlement panel was established during 2021 in which the United States was either
the named complaining party or the responding party (table 3.1). This compares with none in 2020 and
six dispute settlement panels established during 2019 in which the United States was a named party—
two in which the United States was the complaining party, and three in which the United States was the
responding party. In 2018, 23 panels were established: the United States was the complaining party in 8
of the disputes, and the responding party in 15 disputes.?*

41 WTO, “Dispute Settlement Activity—Some Figures; Chart 2: Requests for Consultations (1995-2020),” accessed
March 29, 2022.

442 Although the United States was neither a complaining party nor a named respondent in a request for
consultations initiating a new dispute filed in 2021, the United States was the responding party in active disputes
filed prior to that year. For example, the United States was the responding party in a dispute filed in 2020 by Hong
Kong, “DS597: United States—Origin Marking Requirement,” for which the dispute settlement panel was
established in February 2021.

43 WTO, “Chronological List of Disputes Cases,” accessed March 29, 2022.

444 The majority of the disputes filed in 2018 related either to disputes brought by WTO members against the
United States after the United States imposed higher duties on imports of certain imports of steel and aluminum
products under the U.S. national security provision in section 232 of the Trade Expansion Act of 1962 (19 U.S.C. §
1862), or to disputes brought by the United States against WTO members that had imposed countermeasures on
imports of U.S. goods in response to the higher duties. USITC, Year in Trade 2019, August 2020, 116-17.
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Table 3.1 WTO dispute settlement panels established during 2021 in which the United States was a

party
Case no. Complainant Respondent Case name Panel established
DS597 Hong Kong, United States United States—Origin Marking 02/22/2021

China Requirement
Source: WTO, “Chronological List of Disputes Cases,” accessed March 29, 2022.

Panel and Appellate Body Reports Issued and/or
Adopted during 2021 that Involve the United
States

During 2021, WTO dispute settlement panels issued reports in three disputes to which the United States
was a party. The United States was the named respondent in all three of the disputes (table 3.2). With
the exception of the two disputes between the United States and the EU on large civil aircraft, this
section covers only panel and Appellate Body reports relating to the original disputes and does not
include subsequent reports, such as those of a compliance panel or an arbitrator. Many of the
compliance reports are noted in the interactive dashboard, which contains a procedural summary of
most of the dispute settlement cases that are still active in some respect.

Table 3.2 WTO dispute settlement panel and Appellate Body (AB) reports circulated and/or adopted in
2021 in which the United States was a party

Case no. Complainant Respondent Case name Development
DS539 South Korea United States United States—Anti-Dumping and  Panel report was
Counter-vailing Duties on Certain  circulated on January 21,
Products and the Use of Facts 2021; United States filed
Available notice of appeal on March
19, 2021.
DS562 China United States United States—Safeguard Panel report was
Measure on Imports of Crystalline circulated on September 2,
Silicon Photovoltaic Products 2021; China filed notice of
appeal on September 16,
2021.
DS577 European Union United States United States—Anti-Dumping and Panel report was
Counter-vailing Duties on Ripe circulated on November
Olives from Spain 19, 2021; panel report was

adopted by DSB on
December 20, 2021.

Source: WTO, “Chronological List of Disputes Cases,” accessed March 29, 2022.

There were no reports in which the United States was the complainant.
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Reports in Which the United States Was the
Respondent

DS539: United States—Anti-Dumping and Countervailing Duties
on Certain Products and the Use of Facts Available

On February 14, 2018, South Korea requested consultations with the United States concerning certain
antidumping and countervailing duty measures imposed on products from South Korea, and certain
laws, regulations and other measures maintained by the United States with respect to the use of facts
available in antidumping and countervailing duty proceedings. 44

South Korea claimed that the measures appear to be inconsistent with certain articles and annexes of
the Anti-Dumping Agreement of the World Trade Organization (Anti-Dumping Agreement), certain
articles and Annex VI of the Agreement on Subsidies and Countervailing Measures (SCM), certain
provisions of Article VI of the GATT 1994, and Article XVI:4 of the Marrakesh Agreement.*4¢

On April 16, 2018, after consultations failed to resolve the dispute, South Korea requested the
establishment of a panel. At its meeting on April 27, 2018, the DSB deferred the establishment of a
panel. At its meeting on May 28, 2018, the DSB established a panel. Following agreement of the parties,
the panel was composed on December 5, 2018. *

OnJuly 9, 2019, the Chair of the panel informed the DSB that the panel expected to issue its final report
to the parties in 2020. On January 21, 2021, the panel report was circulated to members. #48

The dispute concerned antidumping and countervailing measures imposed by the United States on
imports of certain corrosion-resistant steel products, cold-rolled steel flat products, hot-rolled steel flat
products, and large power transformers from South Korea. South Korea also challenged “as such” an
alleged unwritten measure concerning the use of “adverse facts available” in antidumping and
countervailing duty investigations by the U.S. Department of Commerce (Commerce).**

The panel circulated its report on January 21, 2021. The panel found that Commerce acted
inconsistently with the Anti-Dumping Agreement and the SCM Agreement in either resorting to facts
available or selecting the replacement facts in the eight instances challenged by South Korea. With
respect to the “as such” claim against an alleged unwritten measure, the panel found that South Korea
failed to establish that such an unwritten rule existed. This obviated the panel’s need to evaluate
whether such a rule (if it did exist) would breach the Anti-Dumping Agreement and/or SCM Agreement.
On March 19, 2021, the United States notified the DSB of its decision to appeal certain issues of law
covered in the panel report.*°

445 WTO, “DS539: United States,” accessed April 6, 2022.
448 WTO, “DS539: United States,” accessed April 6, 2022.
47 WTO, “DS539: United States,” accessed April 6, 2022.
448 WTO, “DS539: United States,” accessed April 6, 2022.
449 WTO, “DS539: United States,” accessed April 6, 2022.
40 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 123.
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DS562: United States—Safeguard Measure on Imports of
Crystalline Silicon Photovoltaic Products

On August 14, 2018, China requested consultations with the United States concerning the definitive
safeguard measure imposed by the United States on imports of certain crystalline silicon photovoltaic
products. China claimed that the measures appear to be inconsistent with certain articles of the
Agreement on Safeguards and the GATT 199441

After consultations failed to resolve the dispute, on July 11, 2019, China asked the DSB to establish a
panel, and on August 15, 2019, the DSB established a panel. On October 14, 2019, China asked the
Director-General to compose the panel, who did so on October 24, 2019. On April 24, 2020, the Chair of
the panel informed the DSB that, due to a delay in the beginning of the panel’s work resulting from the
lack of available experienced lawyers in the Secretariat and delays caused by the global COVID-19
pandemic, the panel did not expect to issue its final report to the parties before the end of 2020. On
December 21, 2020, the Chair of the panel informed the DSB that in light of further delays in the
proceedings caused by the global COVID-19 pandemic, the panel expected to issue its final report to the
parties about the middle of 2021.%2

The panel circulated its report to members on September 2, 2021. China's challenge focused on
different aspects of the determinations published by the U.S. International Trade Commission
(Commission) that resulted in the imposition of the safeguard measure. Specifically, China challenged
the Commission’s determinations with respect to “unforeseen developments” and the effect of
obligations incurred; the “causal link” between increased imports and the serious injury to the domestic
industry; and “other” factors allegedly causing injury to the domestic industry simultaneously with
increased imports. China also challenged the Commission's procedural and substantive treatment of
confidential information during the safeguard investigation.*>

The panel rejected all of China's claims, finding that:

e China did not establish that the U.S. safeguard measure on crystalline silicon photovoltaic
products failed to comply with the requirement in Article XIX:1(a) of the GATT 1994 that
imports increased “as a result of unforeseen developments and of the effect of the
obligations incurred.”

e China did not establish that the United States acted inconsistently with Articles 2.1, 3.1, and
4.2(b) of the Agreement on Safeguards by failing to demonstrate the required “causal link”
between the increased imports and the serious injury found to exist.

e China did not establish that the United States acted inconsistently with Articles 2.1, 3.1, and
4.2(b) of the Agreement on Safeguards by failing to ensure that injury caused by “other”
factors was not attributed to increased imports.

451 WTO, “DS562: United States,” accessed March 29, 2022.
452 \WTO, “DS562: United States,” accessed March 29, 2022.
453 WTO, “DS562: United States,” accessed March 29, 2022.
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e China did not establish that the United States acted inconsistently with Articles 3.1 and 3.2
of the Agreement on Safeguards as a result of the procedural and substantive treatment of
confidential information during the safeguard investigation.**

In light of its rejection of China's claims, the panel made no recommendation to the DSB pursuant to
Article 19.1 of the DSU. On September 16, 2021, China notified the DSB of its decision to appeal to the
Appellate Body certain issues of law and legal interpretations in the panel report.*>®

DS577: United States—Anti-dumping and Countervailing Duties on
Ripe Olives from Spain

OnJanuary 9, 2019, the EU requested consultations with the United States concerning the imposition of
countervailing and antidumping duties on ripe olives from Spain, as well as the legislation that was the
basis for the imposition of those duties.

The EU claimed that the challenged measures appear to be inconsistent with certain Articles of the SCM
Agreement, the Anti-Dumping Agreement, and the GATT 199446

On May 16, 2019, the EU requested the establishment of a panel. At its meeting on May 28, 2019, the
DSB deferred the establishment of a panel. At its meeting on June 24, 2019, the DSB established a panel.
On October 8, 2019, the EU requested the Director-General to compose the panel, and on October 18,
2019, the Director-General composed the panel.*”

On April 15, 2020, the Chair of the panel informed the DSB that, due to a delay in the beginning of the
panel’s work resulting from the lack of available experienced lawyers in the Secretariat and delays
caused by the global COVID-19 pandemic, the panel did not expect to issue its final report to the parties
before the end of 2020. The Chair on December 21, 2020, and again on June 9, 2021, informed the DSB
of further delays in the proceedings caused by the global COVID-19 pandemic, and on June 9, 2021,
informed the DSB that the panel expected to issue its final report to the parties by the end of August
2021. On September 17, 2021, the Chair of the panel informed the DSB that the panel had received joint
requests from the parties to postpone the issuance of the final report. The panel agreed to the parties’
requests, and it postponed the issuance of the final report to the parties until November 3, 2021.48

On November 19, 2021, the panel report was circulated to members. The panel found that the United
States acted inconsistently with the SCM Agreement and GATT 1994 in calculating the final subsidy rate
of one respondent, and in relying upon a provision of the Tariff Act of 1930 to attribute benefits to
downstream agricultural processors. The panel also found that certain factual findings related to
Commerce’s specificity determination were inconsistent with the SCM Agreement. The panel rejected
the EU’s other claims concerning specificity and rejected all of the EU’s claims concerning the
Commission’s injury determination. On December 20, 2021, the DSB adopted the panel report.**®

434 WTO, “DS562: United States,” accessed March 29, 2022.

435 WTO, “DS562: United States,” accessed March 29, 2022.

456 WTO, “DS577: United States,” accessed April 6, 2022.

457 WTO, “DS577: United States,” accessed April 6, 2022.

458 WTO, “DS577: United States,” accessed April 6, 2022.

49 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 127.
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Developments at the Compliance Level in Two U.S.
and EU Disputes on Large Civil Aircraft

In March 2021, the EU and the United Kingdom (UK), and the United States, each agreed to suspend
countermeasures at the compliance level imposed following WTO Arbitrator awards won in 2019 and
2020 in 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 March 2021, the United States and the UK, and the United States and the EU, both issued joint
statements promoting a resolution of the disputes and announcing that each party would suspend their
imposition of additional duties on products of the other for four months. In accord with the joint
statements, the United States announced modification of the action to suspend additional duties on
products of the UK and of EU member states, effective March 4, 2021, and March 11, 2021,
respectively.*?

In 2021, the United States reached understandings on cooperative frameworks with the EU on June 15
and the UK on June 17, on the parallel aircraft disputes (DS316 and DS353). According to USTR, each side
intends not to impose the WTO-authorized countermeasures for a period of five years starting from July
4, 2021. Each side also intends to provide any financing to its large civil aircraft (LCA) producer for the
production or development of large civil aircraft on market terms. Additionally, each side intends to
provide any funding for research and development (R&D) for large civil aircraft to its LCA producer
through an open and transparent process while making the results of fully government funded R&D
widely available. A working group was also established under each framework to analyze and overcome
any disagreements in the sector, including on any existing support measures. The working group also
agreed to collaborate on jointly analyzing and addressing nonmarket practices of third parties that may
harm their respective large civil aircraft industries.*®?

U.S. Concerns about WTO Dispute Settlement

In February 2020, USTR issued a detailed report, Report on the Appellate Body of the World Trade
Organization (the February 2020 Report), setting 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 related to the Appellate Body: (1) “Contrary to the principle of prompt settlement of
disputes, the Appellate Body has consistently breached the mandatory deadline for the completion of
appeals.” (2) “Contrary to WTO rules, the Appellate Body has unilaterally declared that it has the
authority to allow individuals formerly serving on the Appellate Body, whose terms have expired, to
continue to participate in and decide appeals.” (3) “The Appellate Body has exceeded its limited

460 See WTO, “DS316: European Communities,” accessed March 29, 2022; WTO, “DS353: United States,” accessed
March 29, 2022. For more information on the disputes and the awards, see USITC, Year in Trade 2020, September
2021; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 75.

461 86 Fed. Reg. 14513 (March 16, 2021); USTR, “Joint US-UK Statement on Suspension of Large Civilian Aircraft
Tariffs,” March 4, 2021; USTR, “Joint EU-U.S. Statement on the Large Civil Aircraft WTO Disputes,” March 5, 2021.
462 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 108. See also USTR, “Joint U.S.-E.U.
Cooperative Framework for Large Civil Aircraft,” June 15, 2021; USTR, “Joint US-UK Cooperative Framework for
Large Civil Aircraft,” June 17, 2021.
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authority to review legal issues by reviewing panel findings of fact, including factual findings relating to
the meaning of WTO Members’ domestic law.” (4) “The Appellate Body has overstepped its role under
the Dispute Settlement Understanding by rendering advisory opinions on issues not necessary to assist
the Dispute Settlement Body in resolving a dispute.” (5) “The Appellate Body wrongly claims that its
reports are entitled to be treated as binding precedent and must be followed by panels, absent ‘cogent
reasons.”” (6) “The Appellate Body has asserted that it may ignore the text of the Dispute Settlement
Understanding explicitly mandating it recommend a WTO Member to bring a WTO-inconsistent measure
into compliance with WTO rules.” And (7) “The Appellate Body has overstepped its authority and opined
on matters within the authority of other WTO bodies, including the Ministerial Conference, the General
Council, and the Dispute Settlement Body.”*®® The February 2020 Report stated that “the Appellate
Body’s persistent overreaching has taken away rights and imposed new obligations through erroneous
interpretations of WTO agreements,”*%* and supported this with examples to illustrate how the
Appellate Body’s erroneous findings have harmed WTO members, and in particular have prejudiced the
ability of market economy countries to take measures to address economic distortions caused by
nonmarket economies.*¢®

In its 2021 Trade Policy Agenda and 2020 Annual Report, issued in March 2021 under the Biden
Administration, USTR recapped efforts made to raise those concerns at DSB meetings during 2020,
particularly regarding the Appellate Body’s disregard for the rules set by WTO members, thus adding to
or diminishing rights or obligations under the WTO Agreement. The 2020 Annual Report stated that
many WTO members share the same concerns regarding: (1) the mandatory 90-day deadline for
appeals, (2) review of panel fact finding, (3) issuing of advisory opinions on issues not necessary to
resolve a dispute, (4) the treatment of Appellate Body reports as precedent, and/or (5) persons
continuing to serve on appeals after their term has ended.*¢®

In its 2021 Annual Report, USTR reaffirmed those concerns with the following statement:

Prior to 2021, the United States made a series of statements at DSB meetings explaining that,
for more than 17 years and across multiple U.S. Administrations, the United States has been
raising serious concerns with the Appellate Body’s disregard for the rules set by WTO Members
and adding to or diminishing rights or obligations under the WTO Agreement. Many WTO
Members share these concerns, whether on the mandatory 90-day deadline for appeals, review
of panel fact finding, issuing advisory opinions on issues not necessary to resolve a dispute, the
treatment of Appellate Body reports as precedent, or persons serving on appeals after their
term has ended. The United States has also explained that when the Appellate Body abused the
authority it had been given within the dispute settlement system, it undermined the legitimacy
of the system and damaged the interests of all WTO Members who cared about having the
agreements respected as they had been negotiated and agreed. If WTO Members support a
rules-based trading system, then the Appellate Body must follow the rules to which WTO
Members agreed in 1995.

463 USTR, Report on the Appellate Body of the WTO, February 2020, 4-8.

464 USTR, Report on the Appellate Body of the WTO, February 2020, 2.

465 USTR, Report on the Appellate Body of the WTO, February 2020, 8-12.

466 USTR, 2021 Trade Policy Agenda and 2020 Annual Report, March 2021, 166.
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For many years, the United States and other WTO Members have raised repeated concerns
about appellate reports going far beyond the text setting out WTO rules in areas as varied as
subsidies, antidumping and countervailing duties, standards under the TBT Agreement, and
safeguards. Such overreach restricts the ability of the United States to regulate in the public
interest or protect U.S. workers and businesses against unfair trading practices.

As a result, the United States was not prepared to agree to launch the process to fill vacancies
on the WTO Appellate Body, thereby allowing the Appellate Body to continue to hear appeals,
without WTO Members engaging with and addressing these critical issues.*®”

467 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 169-70.
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Chapter 4
Selected Regional and Bilateral
Activities

This chapter summarizes trade-related activities during 2021 in two major multilateral organizations—
the Organisation for Economic Co-operation and Development and the Asia-Pacific Economic
Cooperation forum. It also covers the activities conducted under U.S. Trade and Investment Framework
Agreements (TIFAs).

Organisation for Economic Co-operation and
Development

Background

Established in 1961, the Organisation for Economic Co-operation and Development (OECD) is an
international intergovernmental organization that serves as a global forum as well as knowledge hub,
producing data and analyses, enabling member countries to share experience and best practices, and
providing advice on public policy and international standard-setting.*®® Collaborating closely with the G7
and the G20, the OECD focuses on finding multilateral solutions to a range of global economic, social,
and environmental challenges.*%°

At the end of 2021, the OECD members included 38 middle- and high-income countries, with the latest
member to join being Costa Rica, in May 2021.47° The OECD also works closely with the so-called “OECD
key partners,” including Brazil, China, India, Indonesia, and South Africa. Although they are not OECD
members, the OECD key partners participate in OECD policy discussions and the regular OECD surveys
and are included in the OECD statistical databases.*’*

The OECD organizational structure consists of the OECD Council, Committees, and the Secretariat. The
OECD Council is the overarching decision-making body. It convenes the annual Ministerial Council
Meeting to set priorities, discuss the global economic and trade environment, and agree upon issues
such as the OECD budget or the accession process. Led by the Secretary-General, the OECD Secretariat
carries out works through more than 300 committees, expert groups, and working groups, covering a
broad set of policy making areas, such as trade facilitation, agriculture and fisheries, education, public

468 OECD, “About: Who We Are,” accessed February 7, 2022; OECD, “About: How We Work,” accessed February 7,
2022.

469 The G7 is an intergovernmental organization consisting of Canada, France, Germany, Italy, Japan, the United
Kingdom, and the United States, plus the European Union. Please see chapter 2 of this report for the definition of
the G20. OECD, “About: How We Work,” accessed February 7, 2022; G20, “About The G20,” accessed February 7,
2022; G7 UK 2021, “What Is the G7?,” accessed February 7, 2022.

470 OECD, “About: Our Global Reach,” accessed February 7, 2022; OECD, “OECD Welcomes Costa Rica as Its 38th
Member,” May 25, 2021; World Bank, “World Bank Country and Lending Groups,” accessed May 12, 2022.

471 OECD, “About: Our Global Reach,” accessed February 7, 2022.
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governance, green growth and sustainable development, regulatory reform, science and technology,
and international taxation.*”?

OECD Developments in 2021

Ministerial Council Meeting

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.” 43 It consisted of two parts. The first part
took place virtually on May 31-June 1, 2021. The second part took place in a hybrid format on October
5-6, 2021, in Paris.*’* At the part 1 meeting, ministers discussed the lessons learned from the COVID-19
pandemic, and the priorities for the near-term recovery.*’> During the meeting, ministers also welcomed
the new OECD Secretary-General Mathias Cormann, who took office as the sixth Secretary-General on
June 1, 2021.47¢

At the part 2 meeting, ministers shifted the focus to medium- and long-term issues, such as
international trade, climate change, digital transformation, inclusive growth, gender equality, anti-
bribery, and international tax.*’”” On October 6, 2021, the U.S. Trade Representative Katherine Tai
(Ambassador Tai) chaired the trade session on “Making Trade Work for All.” At this session, participants
shared their best practices on promoting internationally recognized labor standards via labor provisions
in free trade agreements. They also discussed their experiences in utilizing trade and investment policies
to encourage responsible business conduct and reduce labor risks in global supply chains.*”

In the 2021 Ministerial Council Statement, ministers highlighted (1) the Climate Action Dashboard
(preliminary version), developed under the International Program for Action on Climate, which presents
key indicators to track progress towards climate objectives and country climate actions;*”° (2) the OECD
COVID-19 Recovery Dashboard, which provides 20 indicators to monitor the quality of post-COVID-19
recovery;*9 (3) the report on the Implementation of the Recommendation on Integrated Mental Health,

472 OECD, “Organisational Structure,” accessed February 7, 2022; OECD, “About: How We Work,” accessed
February 7, 2022; OECD, “About: Our Impact,” accessed February 8, 2022; OECD, “About the OECD: Topics,”
accessed May 12, 2022.

473 OECD, “Shared Values: Building a Green and Inclusive Future,” October 6, 2021.

474 OECD, “Shared Values: Building a Green and Inclusive Future,” October 6, 2021; OECD, “Schedule of Meetings &
Remote Conferences for Wednesday 06 October 2021,” October 5, 2021.

475 OECD, “Shared Values: Building a Green and Inclusive Future,” October 6, 2021; OECD, “Schedule of Meetings &
Remote Conferences for Wednesday 06 October 2021,” October 5, 2021.

476 OECD, “Mathias Cormann Takes Office as OECD Secretary-General,” June 1, 2021. On July 21, 2021, Ambassador
Tai met with the new OECD Secretary-General Mathias Cormann in Washington, DC, and congratulated him on his
recent appointment. The two parties discussed topics such as international tax reform, and the effects of
anticompetitive government support on international markets and businesses, and the promotion of
internationally recognized labor rights and protection. USTR, “Ambassador Tai’s Meeting with OECD Secretary-
General Mathias Cormann,” July 21, 2021.

477 OECD, “Shared Values: Building a Green and Inclusive Future,” October 6, 2021; OECD, “Schedule of Meetings &
Remote Conferences for Wednesday 06 October 2021,” October 5, 2021.

478 USTR, “Ambassador Tai’s Participation in the OECD Ministerial Meeting,” October 6, 2021.

479 OECD, “International Programme for Action on Climate Dashboard,” accessed February 8, 2022.

480 OECD, “OECD COVID-19 Recovery Dashboard,” accessed February 8, 2022.
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Skills and Work Policy;”*®* and (4) the Policy Framework for Gender-Sensitive Public Governance, which
provides a framework for policy formulation, design, implementation and evaluation to promote
gender-sensitive public governance,*®? among other policies.*

OECD/G20 Inclusive Framework on Base Erosion and Profit
Shifting

The OECD, in partnership with G20, has been working on developing a multilateral solution under the
OECD/G20 Base Erosion and Profit Shifting (BEPS) Project and the OECD/G20 Inclusive Framework on
BEPS (the Inclusive Framework). The OECD launched the BEPS Project in partnership with the G20 in
2013 to tackle tax avoidance, while improving the coherence of international tax rules and ensuring a
more transparent tax environment. %8

Notable progress was made in 2021, following years of negotiations. For example, on July 1, 2021, the
OECD released the Statement on a Two-Pillar Solution to Address the Tax Challenges Arising from the
Digitalisation of the Economy (the Statement), garnering the agreement of 130 countries and
jurisdictions. The Statement established a two-pillar framework to reform international taxation rules.
Pillar One presents a proposal on the distribution of profits and taxing rights among countries regarding
multinational enterprises (MNEs), including digital companies. Under Pillar One, some taxing rights over
MNEs would be reallocated to the markets where their business activities take place, regardless of
whether firms have a physical presence there. Pillar Two presents a proposal of setting a global
minimum corporate tax rate of 15 percent that countries can use to protect their tax bases.*®

An annex was subsequently added to the Statement, providing information on the implementation
process and the associated timeline.*® On October 30, 2021, at the G20 Summit in Rome, the G20
leaders, including the United States, endorsed the Statement.*®” As of November 4, 2021, 137 countries
and jurisdictions had joined this political agreement.*® On December 20, 2021, the OECD released
detailed model rules to assist the implementation of the agreement. According to the Statement and
model rules, starting in 2023, a minimum 15 percent tax rate will be applied to multinational enterprises
with revenue above €750 million (equivalent to about $887 million in 2021). This minimum tax rate will

481 OECD, Recommendation of the Council on Integrated Mental Health, Skills and Work Policy, 2022.

482 OECD, Policy Framework for Gender Sensitive Public Governance, September 27, 2021.

483 OECD, “2021 Ministerial Council Statement,” October 6, 2021.

484 The term of BEPS refers to tax planning strategies used by multinational enterprises that use gaps and
mismatches in tax rules to avoid paying tax, such as artificially shifting profits from countries where their activities
are located to jurisdictions with low or zero tax rates. OECD, “Understanding Tax Avoidance,” accessed February
17, 2022. For more information on the OECD/G20 BEPS Project, the OECD/G20 Inclusive Framework on BEPS, and
the challenges of digitalization on the global tax system, see USITC, Year in Trade 2020, September 2021, 112-14.
485 OECD, “130 Countries and Jurisdictions Join Bold New Framework for International Tax Reform,” July 1, 2021.
486 OECD, “Statement on a Two-Pillar Solution to Address the Tax Challenges,” October 8, 2021, 6-7.

487 Treasury, “Statement from Secretary of the Treasury on the Global Minimum Tax Agreement,” October 30,
2021.

488 OECD, “Statement on a Two-Pillar Solution to Address the Tax Challenges,” October 8, 2021.
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be applied to profits in any jurisdiction whenever the effective tax rate is below this minimum
threshold.*®

Asia-Pacific Economic Cooperation

Background

The Asia-Pacific Economic Cooperation (APEC) is a regional economic and trade forum established in
1989 and is composed of 21 member economies.*° The primary goals of APEC are to “create greater
prosperity for the people of the region by promoting balanced, inclusive, sustainable, innovative and
secure growth and by accelerating regional economic integration.”*! Operating as a cooperative,
multilateral forum, APEC achieves its goals by promoting dialogue to reach consensus without binding
commitments or treaty obligations. Member economies undertake commitments on a voluntary basis,
while APEC provides support such as capacity building to help members implement APEC initiatives.*?

APEC has a two-level operational structure. At the policy level, APEC economic leaders and ministers
meet annually to provide policy direction and set the vision for overarching goals and initiatives. At the
working level, four core committees, including the Committee on Trade and Investment and its
subsidiary bodies, implement initiatives and carry out activities.*®®* The APEC Secretariat operates as the
core support mechanism for the APEC process. It administers the budget and performs a central project
management role, overseeing APEC-funded projects.**

Every year, one of the 21 APEC member economies hosts APEC meetings and serves as the APEC
chair.** In 2021, New Zealand was the APEC chair.*®

APEC Developments in 2021

APEC Themes and Priorities

Under New Zealand’s leadership in 2021, 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

489 OECD, “OECD Releases Pillar Two Model Rules,” December 20, 2021. For more information on the
implementation, see OECD, Global Anti-Base Erosion Model Rules (Pillar Two), 2021.

4%01n 2021, the 21 APEC member economies were Australia; Brunei Darussalam (Brunei); Canada; Chile; China;
Hong Kong; Indonesia; Japan; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the Philippines; Russia;
Singapore; South Korea; Taiwan; Thailand; the United States; and Vietnam. APEC, “About APEC: About APEC,”
September 2021.

491 APEC, “About APEC: About APEC,” September 2021.

492 APEC, “About APEC: About APEC,” September 2021.

493 APEC, “About APEC: How APEC Operates,” September 2021.

494 APEC, “APEC Secretariat,” September 2021.

495 APEC, “About APEC: How APEC Operates,” September 2021.

4% APEC 2021 NZ, “Welcome to APEC 2021,” accessed February 22, 2022.
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these areas.”*?’ At the top of the APEC 2021 agenda were the response to the COVID-19 pandemic and
the opportunity to build a more resilient future.*%®

APEC Economic Leaders Meeting

On November 12, 2021, the 2021 APEC Economic Leaders’ Meeting took place virtually. All 21 APEC
Leaders, including U.S. President Biden, attended the meeting.*® The Leaders discussed ongoing efforts
to address the COVID-19 pandemic, noting the critical role of trade and investment in response to the
pandemic. The Leaders also discussed the road to global economic recovery, emphasizing the
importance of macroeconomic tools, structural reform of the services sector, digital adoption and
transformation, global supply chain resilience, and the role of the WTO, among other topics. The
Leaders also endorsed the Aotearoa Plan of Action, a plan for implementing the Putrajaya Vision
2040.5% The Putrajaya Vision 2040, adopted in 2020, provides an overarching framework to APEC work
in the next 20 years under three economic drivers: “trade and investment; innovation and digitalization;
strong, balanced, secure, sustainable, and inclusive growth.” >

APEC Committee on Trade and Investment Highlights

In 2021, the APEC Committee on Trade and Investment (CTI) continued to advance work on multiple
trade- and investment-related issues. In its annual report to ministers, the CTI highlighted 2021
developments in six major areas: (1) response to the COVID-19 pandemic,®®? (2) supporting the
multilateral trading system,>% (3) advancing regional economic integration agenda,®® (4) strengthening
connectivity and infrastructure,® (5) promoting sustainability and inclusiveness,’®® and (6) engagement
with business and industries.>®” Some key developments are discussed in detail below.

Response to the COVID-19 Pandemic

In 2021, APEC continued to focus on promoting the essential role of trade and investment in tackling the
impacts of the COVID-19 pandemic, and in enabling a strong economic recovery in the APEC region.>%
OnJune 5, 2021, the APEC Ministers Responsible for Trade (MRT) issued a joint statement, in which
APEC economies committed to facilitate trade in COVID-19 pandemic-related goods.>* Following the

497 APEC, “New Zealand Confirms APEC Host Year Priorities,” December 11, 2020.

498 APEC 2021 NZ, “Our Roadmap to APEC 2021,” accessed February 22, 2022.

499 White House, “Readout of President Joe Biden’s Participation,” November 12, 2021; APEC, “2021 Leaders’
Declaration,” November 12, 2021.

500 APEC, “2021 Leaders’ Declaration,” November 12, 2021.

501 APEC, “APEC Putrajaya Vision 2040,” November 20, 2020.

502 APEC, CTI 2021 Annual Report, November 2021, 4-8.

503 APEC, CTI 2021 Annual Report, November 2021, 9-11.

504 APEC, CTI 2021 Annual Report, November 2021, 12-17.

505 APEC, CTI 2021 Annual Report, November 2021, 18-25.

506 APEC, CTI 2021 Annual Report, November 2021, 22-25.

507 APEC, CTI 2021 Annual Report, November 2021, 26-29.

508 APEC, CTI 2021 Annual Report, November 2021, 13-15.

503 APEC, “APEC MRT Statement 2021,” June 5, 2021; APEC, “APEC MRT Statement 2021: Annex 1,” June 5, 2021;
APEC, “APEC MRT Statement 2021: Annex 2,” June 5, 2021.

United States International Trade Commission | 131



Year in Trade, 2021

MRT meeting, on June 8, 2021, Ambassador Tai met virtually with executives from the U.S.-APEC
Business Coalition, and reaffirmed U.S. collaboration with APEC on shared priorities, U.S. commitment
to expand equitable access to COVID-19 vaccines, and U.S. determination to increase resilient and
sustainable supply chains, among other topics.>*°

The CTl noted in its annual report that during 2021, APEC economies reduced or eliminated the
implementation of restrictive trade measures on the movement of essential goods, liberalized tariffs on
medical supplies, and introduced initiatives to expedite border clearance procedures, etc.>! It also
noted a substantial growth in intra-APEC medical supplies and vaccine trade in 2021.5%2

According to the CTI, APEC economies also reported the implementation of other measures that allowed
them to better respond to the challenges posted by the pandemic, such as the digitalization of customs
procedures, the acceptance of electronic payments/documents, the improvement in risk management
of cargos, and the deferral of customs fees and taxes. In addition, APEC economies began to work on
finding solutions for the safe resumption of cross-border travel in the APEC region.*?

Improvement of Supply Chain Performance

During 2021, the APEC reviewed the progress of the APEC Supply Chain Connectivity Framework Action
Plan 2017-20, which addresses five major supply chain chokepoints in the APEC region.>* In November
2021, the APEC issued a report on its major findings:>**

Chokepoint 1—lack of coordinated border management and underdeveloped border clearance and
procedures: The review noted that in general APEC economies have performed well in addressing this
issue. The customs processes have been improved with the adoption of digital technologies such as
single-window platforms;>% and the time and cost associated with border clearance procedures have
been reduced.®’

Chokepoint 2—inadequate quality and lack of access to transportation infrastructure and services: The
review found that APEC economies also have improved the quality of transportation infrastructure and
services, with better shipping connectivity and a more stable environment for infrastructure
investment.58

Chokepoint 3—unreliable logistics services and high logistical costs: The review found a mixed
performance in improving the reliability of logistics services and reducing high logistical costs. During the
pandemic, warehouse capacity was reported to contract while inventory costs rose sharply. However,

510 USTR, “USTR Virtual Meeting with Executives from the U.S.-APEC Business Coalition,” June 8, 2021.

511 APEC, CTI 2021 Annual Report, November 2021, 6-8.

512 APEC, CTI 2021 Annual Report, November 2021, 5-6.

513 APEC, CTI 2021 Annual Report, November 2021, 7-8.

514 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021.

515 APEC, CTI 2021 Annual Report, November 2021, 25; APEC, Final Review for the APEC Supply-Chain Connectivity
Framework, November 2021, v-vii.

516 Single window systems are the adoption of a single-entry point and single submission, which enables traders to
comply with regulatory requirement of export and import in a more efficient manner, and allows better
coordination and connection among different border government agencies.

517 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021, 5-11 and 33-37.

518 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021, 11-16 and 37-38.
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several APEC economies leveraged digital technologies to reduce costs, and improve coordination and
transparency in logistic services.>®

Chokepoint 4—limited regulatory cooperation and best practices: The review reported a significantly
better score in addressing regulatory cooperation, especially in internal customs cooperation, and
information exchange between customs agencies.>?°

Chokepoint 5—underdeveloped policy and regulatory infrastructure for e-commerce: The review noted
a mixed performance on developing policy and regulatory infrastructure for e-commerce. As APEC
economies introduced new laws to provide online resolution and digital solutions, regulatory support for
e-commerce has become stronger. However, disruption caused by the COVID-19 pandemic hindered the
improvements in postal services performance to support e-commerce delivery.>?!

Moving forward, the report stated that among the key issues to be considered are improving supply
chain resilience, managing rising trade costs, promoting interoperability of systems, enhancing public-
private partnership in meeting the growing demand for quality infrastructure, regulatory reform,
enabling reliable logistic services to sustain e-commerce growth, and encouraging environmental
sustainability and social inclusiveness in supply chain trade.>?

Trade and Investment Framework
Agreements

Trade and Investment Framework Agreements (TIFAs) provide a strategic framework and principles for
dialogue on trade and investment issues between the United States and its trading partners.>? TIFAs
and related council meetings serve as a setting for the United States and other parties to discuss diverse
issues of mutual interest (e.g., market access, labor, environment, and intellectual property rights), with
the objective of strengthening trade and investment ties.

As of the end of 2021, the United States had entered into 60 TIFAs.>** The most recent TIFA signed by
the United States was with Fiji in October 2020.%%> On November 17, 2021, the U.S.-Brazil Protocol
Relating to Trade Rules and Transparency was approved by the Brazilian Congress. This new Protocol is
an update to the Agreement on Trade and Economic Cooperation, which went into effect in 2011.5%° On
August 5, 2021, the U.S.-Ecuador Protocol on Trade Rules and Transparency, which updated the U.S.-

519 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021, 16-23 and 38.

520 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021, 23-28 and 39.

521 APEC, Final Review for the APEC Supply-Chain Connectivity Framework, November 2021, 28-32 and 39-41.
522 APEC, CTI 2021 Annual Report, November 2021, 18; APEC, Final Review for the APEC Supply-Chain Connectivity
Framework, November 2021, 49-50.

523 TIFAs may include agreements such as an Agreement on Trade and Economic Cooperation (ATEC), Trade and
Investment Council Agreement (TIC), Trade and Investment Cooperation Forum (TICF), Trade and Investment
Cooperation Agreement (TICA), and Trade and Investment Cooperation Forum Agreement (TICFA). All are
considered TIFAs by the USTR. USTR, “Trade and Investment Framework Agreements,” accessed March 9, 2022.
524 USTR, “Trade and Investment Framework Agreements,” accessed March 9, 2022. For more information on
TIFAs, also see USITC, Year in Trade 2019, August 2020, 138-39.

525 USITC, Year in Trade 2020, September 2021, 122.

526 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 47.
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Ecuador Trade and Investment Council concluded in 1990, entered into force.*?”” The U.S.-Paraguay TIFA,
signed in 2017, formally entered into force in March 2021.°% The United States and Paraguay continued
working under the TIFA to deepen trade relations and address mutual interest trade policy matters. For
more information on 2021 developments under other TIFAs, see table 4.1 below.

Table 4.1 U.S. trade and investment framework agreements (TIFAs) developments in 2021

ATEC = Agreement on Trade and Economic Cooperation; TIC = Trade and Investment Council; TICF = Trade and Investment
Cooperation Forum; TICA = Trade and Investment Cooperation Agreement; TICFA = Trade and Investment Cooperation Forum
Agreement; WTO = World Trade Organization; GSP = Generalized System of Preferences.

Type and name Date signed

2021 Developments

U.S.-Argentina TIFA Mar. 23, 2016

U.S.-ASEAN TIFA Aug. 5, 2006
U.S.-Brazil ATEC Mar. 19, 2011
U.S.-Burma TIFA May 21, 2013

U.S.-Central Asia TIFA June 1, 2004

U.S-Ecuador TIC July 23, 1990
U.S.-Fiji TIFA Oct. 15, 2020
U.S.-Nigeria TIFA Feb. 16, 2000
U.S.-Paraguay Jan. 13, 2017

U.S.-Philippines TIFA'  Nov. 9, 1989

In November 2021, the United States and Argentina held the
seventh meeting of the Innovation and Creativity Forum for
Economic Development, established under the U.S.-Argentina TIC.
In February and September 2021, officials of the United States and
ASEAN met to discuss developments under the U.S.-ASEAN TIFA
including the Trade and Labor Dialogue and the Expanded
Economic Engagement Work Plan.

On November 17, 2021, the United States and Brazil Protocol
Relating to Trade Rules and Transparency was approved by the
Brazilian Congress.

On March 29, 2021, the USTR suspended U.S. cooperation under
the U.S.-Burma TIFA in response to the Burmese military coup on
February 1, 2021, and the military’s violence against the Burmese
people.

In March 2021, officials from United States and Central Asia met to
discuss a range of issues including worker-centered trade policy,
the implementation of the WTO Trade Facilitation Agreement,
customs, sanitary and phytosanitary issues, intellectual property
protection and enforcement, and women’s economic
empowerment.

On August 5, 2021, the U.S.-Ecuador Protocol on Trade Rules and
Transparency entered into force, and in October 2021, a Labor
Working Group meeting was held under the TIC.

The first meeting under the U.S.-Fiji TIFA was held on February 11,
2021, during which officials discussed the GSP program, labor
standards, market access for agricultural products, and intellectual
property issues, among other topics.

On October 28, 2021, Ambassador Tai met virtually with Nigeria’s
Minister of Industry, Trade and Investment, Adeniyi Adebayo.
They agreed stay in open communication to discuss a possible
TIFA consultation.

In March 2021, the U.S.-Paraguay TIFA formally entered into force.
It will be the mechanism for managing the two countries’ existing
Intellectual Property Workplan.

In April 2021, the Philippines issued an executive order that
lowered MFN tariff rates and increased 1-year quota volumes on
imported fresh, chilled and frozen pork, following a December
2020 meeting of the U.S.-Philippines TIFA Agriculture Working
Group.

527 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 48.
528 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 48.
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Type and name Date signed 2021 Developments

U.S.-Taiwan TIFA Sept. 19, 1994 On June 29, 2021, the United States and Taiwan convened the
11th TIFA Council meeting, during which they discussed a range of
trade issues, and agreed to mutually combat exploitative labor in
global supply chains and to form a Labor Working Group under the

TIFA.

U.S.-Tunisia TIFA Oct. 2, 2002 In May 2021, the United States held a virtual meeting under the
U.S.-Tunisia TIFA.

U.S.-Ukraine TICA Mar. 28, 2008 On November 9, 2021, the United States and Ukraine held the

10th TICA meeting, which focused on increasing bilateral trade
and investment, and forming a Labor Working Group under the

TICA.
U.S.-United Arab Mar. 15, 2004 In June 2021, the United States held a meeting under the U.S.-
Emirates TIFA United Arab Emirates TIFA.
U.S.-Uruguay TIFA Jan. 25, 2007 On August 5-6, 2021, the ninth TIC meeting under the U.S.-

Uruguay TIFA was held in Montevideo, Uruguay, during which the
two countries agreed to launch negotiations to update the TIFA
with a Protocol on Trade Rules and Transparency.
Sources: USTR, “Trade and Investment Framework Agreements,” accessed March 9, 2022; USTR, 2022 Trade Policy Agenda and 2021 Annual
Report, March 2022; USTR, “Ambassador Tai’s Meeting with Nigeria Minister Adeniyi Adebayo,” October 28, 2021; USTR, “Joint Statement On
The Tenth Meeting Of The U.S.-Ukraine TIC,” November 10, 2021; USTR, “Joint Statement by the United States and Ecuador,” August 16, 2021;
USTR, “U.S. and Taiwan Hold Dialogue on Trade and Investment,” June 30, 2021; USDOS, EB, 2021 Investment Climate Statements: Paraguay,
2021; ASEAN, “Joint Media Statement for the AEM-USTR Consultations,” September 14, 2021; Government of Fiji, Ministry of Commerce Trade
Tourism and Transport, “First Meeting under the U.S.-Fiji TIFA,” February 11, 2021.
Note: The U.S.-ASEAN TIFA includes the United States and the 10 member countries of ASEAN: Brunei, Cambodia, Indonesia, Laos, Malaysia,

Burma, the Philippines, Singapore, Thailand, and Vietnam. The U.S.-Central Asia TIFA includes the United States and Kazakhstan, Kyrgyz
Republic, Tajikistan, Turkmenistan, and Uzbekistan.
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U.S. Free Trade Agreements

This chapter summarizes developments related to U.S. free trade agreements (FTAs) during 2021.5%° It

describes trends in U.S. merchandise imports entered under FTAs,

530

summarizes major activities

involving U.S. FTAs in force during 2021, and highlights the status of U.S. FTA negotiations during the
year. As of December 31, 2021, the United States had 14 FTAs in force with 20 trading countries (table
5.1).531 The most recent one is the United States-Mexico-Canada Agreement (USMCA), which replaced
the North American Free Trade Agreement (NAFTA) and entered into force on July 1, 2020.

Table 5.1 U.S. free trade agreements (FTAs) in force as of December 31, 2021

FTA = free trade agreement; TPA = trade promotion agreement; Korea refers to the Republic of Korea (South Korea).

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, 2022.

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,

529 According to USTR, the term “free trade agreements” includes free trade agreements (FTAs) and trade
promotion agreements (TPAs). USTR, “Free Trade Agreements,” accessed April 14, 2022.

530 The U.S. Census Bureau maintains data on U.S. exports to FTA partners, but it does not collect data on how
other countries impose duties on imports into their respective countries. Given this data gap, we would be unable
to reconcile U.S. export data with individual FTA partners’ data for originating U.S. goods imports. Thus, chapter 6
of this report discusses only total U.S. exports to FTA partners.

531 USTR, “Free Trade Agreements,” accessed April 14, 2022.
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U.S. Imports Entered under FTAs in 2021

The value of U.S. merchandise imports that entered under FTAs>3? (hereafter FTA imports) increased by
18.7 percent to $417 billion in 2021 (table 5.2). Of the 14 FTAs, FTA imports under the USMCA
accounted for more than three-quarters of total FTA imports (77.2 percent or $322 billion), under which
Mexico contributed the largest share of 47.5 percent, and Canada accounted for 29.7 percent. FTA
imports under non-USMCA FTAs increased 24.5 percent to $95 billion in 2021.

U.S. FTA imports from Mexico and Canada experienced the largest increases in absolute dollar value,
while U.S. FTA imports from Oman, Chile, and Bahrain incurred the largest increases in percentage
changes, though each rose from a smaller baseline. Panama was the only FTA partner from which the
United States decreased FTA imports in 2021, which contracted by 2.0 percent (table 5.2).

Table 5.2 U.S. imports entered under FTA provisions, by FTA country/country group, annual, 2019-21

In millions of dollars and percentages. USMCA = United States-Mexico-Canada Agreement; CAFTA-DR = Dominican Republic-
Central America-United States Free Trade Agreement. The first 3 rows show U.S. imports for consumption from Canada and
Mexico under NAFTA, and under the USMCA, followed by the total for both; the next 13 rows show U.S. imports from
countries under 13 other FTA agreements followed by their total under all other FTA provisions and by the total under all FTAs;
the next row shows imports for consumption under non-FTAs; and finally, total U.S. imports for consumption.

Percentage

2019 2020 2021 change,

FTA country/country group (million $) (million $) (million$)  2020-21 (%)
Canada 124,234 101,064 123,832 22.5
Mexico 202,056 173,962 198,226 13.9
Entered under USMCA provisions 326,290 275,026 322,058 17.1
Israel 2,914 2,838 3,202 12.8
Jordan 1,864 1,561 2,040 30.7
Chile 5,455 5,430 9,229 70.0
Singapore 5,118 5,559 6,662 19.8
Australia 3,977 3,815 4,270 11.9
Morocco 256 307 386 25.7
Bahrain 604 349 500 43.3
CAFTA-DR 14,873 12,540 15,933 27.1
Oman 726 522 1,040 99.2
Peru 3,570 3,504 4,179 19.3
South Korea 36,544 35,306 42,394 20.1
Colombia 6,076 4,501 5,085 13.0
Panama 49 49 48 -2.0
Entered under all other FTA provisions 82,026 76,281 94,968 24.5
Entered under all FTAs 408,316 351,307 417,026 18.7
All imports under non-FTAs 2,089,472 1,984,740 2,407,368 21.3
Total U.S. imports for consumption 2,497,788 2,336,047 2,824,394 20.9

Source: USITC DataWeb/Census, accessed February 17, 2022.
Note: All imports under non-FTAs refer to imports from all countries that are not imported under a free-trade agreement (FTA) provision.

532 Data on imports in this section use “imports for consumption” as a measure, which covers the total of all goods
that were cleared by U.S. Customs and Border Protection (CBP) to enter the customs territory of the United States
with required duties paid.
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In 2021, 43.0 percent of U.S. imports from 20 FTA countries entered under FTA provisions (table 5.3).
FTA imports made up more than half of total imports for Jordan (73.9 percent), Chile (61.1 percent),
Peru (60.6 percent), Oman (56.3 percent), CAFTA-DR countries (53.3 percent), and Mexico (51.5
percent), reflecting the significance of FTAs for these countries. Almost half of U.S. imports from Bahrain
and South Korea entered under FTA provisions at 45.6 and 44.6 percent, respectively, though imports
under those provisions decreased in 2021 relative to 2020. The countries with the smallest shares of
total imports entered under FTA provisions were Panama (6.4 percent), Israel (16.8 percent), and

Singapore (22.5 percent).

Table 5.3 Shares of U.S. merchandise imports entered under FTA provisions, by FTA country/country

group, annual, 2019-21

In percentages. USMCA = United States-Mexico-Canada Agreement; CAFTA-DR = Dominican Republic-Central America-United
States Free Trade Agreement. The first 3 rows of the table show U.S. imports for consumption from Canada and Mexico under
NAFTA, and under the USMCA; the next 13 rows show U.S. imports from countries under 13 other FTA agreements, followed

by their total under all other FTA provisions and by the total under all FTAs.

Percentage

point change,

FTA country/country group 2019 2020 2021 2020-21
Canada 39.0 37.3 34.6 -2.7
Mexico 56.8 53.5 51.7 -1.8
Entered under USMCA provisions 48.4 46.1 43.5 -2.7
Israel 14.5 18.0 16.8 -1.2
Jordan 85.7 82.8 73.9 -8.9
Chile 52.5 53.7 61.1 7.5
Singapore 19.4 18.1 22.5 4.5
Australia 36.6 26.5 34.0 7.5
Morocco 16.1 28.7 32.6 3.9
Bahrain 59.9 58.1 45.6 -12.5
CAFTA-DR 57.8 52.7 53.3 0.6
Oman 63.2 64.0 56.3 -7.7
Peru 58.4 62.4 60.6 -1.8
South Korea 48.2 47.0 44.6 =24
Colombia 41.5 39.0 38.6 -0.4
Panama 11.0 6.9 6.4 -0.5
Entered under all other FTA provisions 41.8 39.7 41.5 1.8
Entered under all FTAs 46.9 44.6 43.0 -1.6

Source: USITC DataWeb/Census, Imports for consumption, accessed February 17, 2022.

Developments in U.S. FTAs Already in Force

During 2021

During 2021, the United States had 14 free trade agreements in force. While these agreements vary in
coverage, they address many issues including labor, environment, intellectual property, anti-corruption,
digital trade, regulatory practices, and small and medium-sized enterprises (SMEs).>*3 Highlights of
development in 2021 related to these FTA provisions as well as other issues are discussed below.

533 For more information on various provisions in U.S. FTAs, see USITC, TPA Retrospective 2, June 2021.
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The United States-Mexico-Canada Agreement

The United States-Mexico-Canada Agreement (USMCA or the “Agreement”) entered into force on July 1,
2020, superseding the North American Free Trade Agreement (NAFTA).>3* The USMCA maintains the
tariff preferences at zero duty rates that were in place under NAFTA, modifies the investor-state dispute
settlement mechanism with respect to Mexico, and includes additional obligations covering, for
example, labor rights, environmental protection, good regulatory practices and digital trade. The Labor
and Environment chapters are fully enforceable. This section describes actions taken in 2021 by the
USMCA Free Trade Commission and developments in the implementation of provisions such as labor
monitoring and enforcement, environment, small and medium-sized enterprises, rules of origin, and
dispute settlement.53°

Developments in the Implementation of the USMCA

Free Trade Commission

The Agreement establishes a Free Trade Commission, composed of ministerial-level government
representatives of the United States, Canada, and Mexico (“the parties”).>3 The first Free Trade
Commission meeting under the USMCA took place on May 17-18, 2021. Following the meeting, a
trilateral statement released by the Trade Ministers of Canada and Mexico, and the U.S. Trade
Representative reiterated their recognition that, “trade policies should foster broad-based and equitable
growth, spur innovation, protect our shared environment, and have a positive impact on people from all
walks of life.”>¥” To this end, the Free Trade Commission meeting served as a forum under which all
signatories recommitted “to fully implementing, enforcing, and fulfilling the Agreement’s terms and high
standards throughout the life of the USMCA.”>3%

During the Free Trade Commission meeting, those officials of the three countries reviewed the work of
the committees established by the USMCA and offered recommendations for future work. The
Committees, which have convened virtually since July 1, 2020, include those on 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.>%

534 On January 29, 2020, the President signed the United States-Mexico-Canada Agreement Implementation Act
(USMCA Implementation Act) into law. Through the USMCA Implementation Act, Congress approved the United
States-Mexico-Canada Agreement (USMCA) and enacted legislation that implements its provisions. United States-
Mexico-Canada Agreement Implementation Act, 19 U.S.C. §§ 4501-4732.

535 For information on the negotiation and passage of the USMCA, see USITC, Year in Trade 2019, August 2020,
155-58; USITC, Year in Trade 2020, September 2021, 123-31.

536 USMCA, Ch. 30, Art. 30.1, July 1, 2020.

537 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

538 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

539 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 40.
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Further, the Ministers announced that the Committee on SME Issues would convene the first USMCA
SMEs Dialogue on October 13—-14, 2021, in San Antonio, Texas, where the governments of the three
countries planned to engage directly with a diverse group of small business stakeholders, including
those owned by women, indigenous peoples, and other underrepresented groups.>*® Additionally, the
Ministers directed the Committee to explore new approaches to better engage with such
underrepresented communities.>*

During the May Free Trade Commission meeting, the United States, Mexico, and Canada also held
dedicated discussions on the USMCA’s labor and environment obligations.>*? On labor, the three
countries affirmed their desire to fully enforce labor commitments in the Agreement. They noted that
the USMCA seeks to raise standards for workers in North America, including those related to freedom of
association and the right to collective bargaining, and to prohibit the importation of goods produced by
forced labor. On environment, the USMCA member countries acknowledged that trade and
environmental policies are mutually supportive, and that trade can provide opportunities to address
environmental concerns such as wildlife trafficking, illegal logging and fishing, and marine litter. The
three countries committed to increase law enforcement cooperation in the areas of wildlife trafficking
and illegal logging and associated trade.>*?

The Ministers also signed the second Free Trade Commission Decision under the USMCA, which adopted
the Spanish- and French-language versions of multiple texts related to the Agreement, including the
Rules of Procedure and the Code of Conduct applicable to dispute settlement proceedings under the
Agreement and the Uniform Regulations concerning rules of origin.>* The decision also affirmed the
mutual understanding of the applicability of the Transitional Provisions under the USMCA for binational
panels under Chapter 19 of NAFTA and adopts amended Rules of Procedure for Article 10.12 of the
Agreement and Rules of Procedure for Extraordinary Challenge Committees and Special Committees
under Chapter 10 of the Agreement.>* The parties further committed to completing Spanish- and
French-language versions of the Rules of Procedure for Binational Panels, Extraordinary Challenge
Committees and Special Committees under Chapter 10 of the Agreement.>*®

540 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

541 The First USMCA Small and Medium-Sized Enterprise Dialogue took place in San Antonio, TX, on April 22, 2022.
“Topics for discussion included USMCA small business trade resources for exporting and importing under USMCA;
small businesses sharing best practices for trading across the U.S., Canada, and Mexico; and small business COVID-
19 recovery resources.” USTR, “First USMCA SMEs Dialogue,” April 22, 2022.

542 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

543 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

544 USTR, “USMCA Free Trade Commission Decision No. 2,” May 18, 2021. Previously, the Free Trade Commission
signed the Free Trade Commission Decision No.1 on July 2, 2020. The Decision consisted in adopting the Rules of
Procedure and Code of Conduct applicable to dispute settlement proceedings under the Agreement; established a
Secretariat composed of National Section of each Party; and established rosters of panelists who are willing to
serve as (1) panelist for disputes under Chapter 31 (Dispute Settlement), (2) as labor panelists for the Rapid
Response Mechanism, and (3) as panelists for disputes under Section D of Chapter 10 (Trade Remedies). USTR,
“USMCA Free Trade Commission Decision No. 1,” July 2, 2020.

545 USTR, “Trilateral Statement of the USMCA Free Trade Agreement,” May 18, 2021.

546 USTR, “USMCA Free Trade Commission Decision No. 2,” May 18, 2021, 2; USTR, “Trilateral Statement of the
USMCA Free Trade Agreement,” May 18, 2021.
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Labor

The Labor Chapter of the USMCA provides enforceable labor obligations in the core text of the
Agreement rather than in a side agreement. In announcing agreement on the USMCA, USTR indicated
that the Labor Chapter represents the strongest provisions of any trade agreement.>*’ The Labor
Chapter requires that the parties adopt and maintain in their laws, regulations, and practices labor rights
recognized by the International Labour Organization’s Declaration on Fundamental Principles and Rights
to Work; the chapter also requires parties to prohibit importation of goods produced by forced or
compulsory labor, address violence against workers, ensure protection for migrant workers, and address
discrimination in the workplace, including discrimination based on sexual orientation and gender
identity; further, the chapter provides an Annex on Worker Representation in Collective Bargaining in
Mexico, under which Mexico commits to specific legislative actions to provide for the effective
recognition of the right to collective bargaining.>*® It makes such labor provisions fully enforceable under
the Agreement’s dispute settlement mechanism.>* In addition to the labor provisions, the Agreement
also contains a new enforcement mechanism known as the Rapid Response Labor Mechanism (RRM)>*°
that provides for an independent panel investigation of denial of certain labor rights at “covered
facilities,” as discussed in more detail below.

The USMCA'’s Labor Chapter also established a Labor Council to consider any matter within the scope of
the labor chapter and perform other functions as the parties decide. The Labor Council is composed of
senior government representatives from trade and labor ministries that must meet within one year of
the date of entry into force of the USMCA, and every two years thereafter, unless otherwise decided. If
practicable, the Council meetings may include a public session or other means for Council members to
meet with the public to discuss matters related to the implementation of the Labor Chapter.>*! The
Labor Council convened its first meeting on June 29, 2021.5>2 The Council meeting was held via
videoconference and hosted by the United States.>> During the meeting, the government
representatives noted the importance of the commitments in the Labor Chapter and expressed their
desire for its effective implementation. 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 meeting also included a virtual public session

547 USTR, “USMCA Labor Fact Sheet,” accessed August 5, 2022.

548 USMCA, Ch 23, July 1, 2020.

549 USMCA, Ch 23, Art. 23.3, July 1, 2020.

550 USMCA, Ch. 31, Annex 31-A, July 1, 2020.

551 Sec. 711 of the USMCA Implementation Act requires the President to establish the Interagency Labor
Committee, co-chaired by the Trade Representative and the Secretary of Labor, including representatives of other
Federal department or agencies with relevant expertise as the President determines appropriate. 19 U.S.C. §§
4631-4693; 85 Fed. Reg. 2631526316 (May 1, 2020). USMCA, Ch. 23, Art. 23.14, July 1, 2020; 86 Fed. Reg. 31368
(June 29, 2021).

552 86 Fed. Reg. 31368 (June 29, 2021).

553 USTR, “Joint Statement of the Labor Council,” June 29, 2021; USDOL, ILAB, “Inaugural Meeting of USMCA’s
Labor Council,” June 29, 2021.

554 USTR, “Joint Statement of the Labor Council,” June 29, 2021.
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where workers, employers, civil society organizations, and the general public contributed to a discussion
related to the implementation of the Labor Chapter.%®

To monitor and evaluate the implementation and maintenance of Mexico’s Labor Law Reform of 2019,
as well as compliance with its labor obligations, the USMCA Implementation Act, through the
Interagency Labor Committee for Monitoring and Enforcement (Interagency Labor Committee),
established the Independent Mexico Labor Expert Board (IMLEB, the Board).>*® In its second report,
delivered to the Interagency Labor Committee and U.S. Congress on July 7, 2021, the Board indicated
that while Mexico has made significant progress in the implementation of its Labor Law Reform, there
were a “number of serious concerns with Mexico’s labor law enforcement process and implementation
of its labor reform.”>>” The report noted that some already-adopted mechanisms lacked adequate
government oversight, and that the “vast majority” of unionized workers were unable to democratically
elect leaders, ratify their collective bargaining agreements (CBAs), or obtain a copy of their CBA.>®
However, the Board found that present circumstances “do not warrant a determination that Mexico has
failed to be in compliance with its labor obligations under the USMCA” —the same conclusion reached in
its 2020 report.>* It offered multiple recommendations, including ending violence against workers,
promoting transparency, reforming the legitimation process for CBAs, and strengthening labor
inspections, among others.>®

The USMCA'’s Labor Chapter and the U.S.-Mexico Facility-Specific Rapid Response Labor Mechanism
(RRM) allow the U.S. Government to take expedited enforcement actions against individual factories
that appear to be denying Mexican workers the right of freedom of association and collective bargaining
under Mexican law.>®* In May 2021, the United States self-initiated a request for review under the RRM,
concerning a General Motors facility in Silao, Mexico.%%? Similarly, in May 2021, the United States also
requested a review under the RRM in response to a petition filed by the American Federation of Labor-
Congress of Industrial Organizations (AFL-CIO); the Service Employees International Union (SEIU); the
consumer advocacy organization, Public Citizen; and the “Sindicato Nacional Independiente de
Trabajadores de Industrias y Servicios “Movimiento 20/32” [National Independent Union of Industry and
Service Workers—20/32 Movement] (SNITIS) alleging a denial of workers’ rights at a Tridonex

555 USTR, “Joint Statement of the Labor Council,” June 29, 2021.

556 Sec. 731 of the USMCA Implementation Act established that the Independent Mexico Labor Expert Board will be
composed of 12 members including 4 members appointed by the Labor Advisory Committee, 2 members
appointed by the Speaker of the U.S. House of Representatives, 2 members appointed by the president pro
tempore of the U.S. Senate from among individuals recommended by the majority leader of the Senate and in
consultation with the Chair of the Committee on Finance of the Senate, 2 members appointed by the minority
leader of the U.S. House of Representatives, and 2 members appointed by the president pro tempore of the U.S.
Senate from among individuals recommended by the minority leader of the Senate . Members of the Board will
serve for a term of six years. 19 U.S.C. §§ 4671-4674.

557 IMLEB, Report to the Interagency Labor Committee and Congress, July 7, 2021, 2.

IMLEB, Report to the Interagency Labor Committee and Congress, July 7, 2021, 42.

559 IMLEB, Report to the Interagency Labor Committee and Congress, July 7, 2021, 42; IMLEB, Interim Report,
December 15, 2020.

560 IMLEB, Report to the Interagency Labor Committee and Congress, July 7, 2021, 42-44.

561 USTR, “Chapter 31 Annex A RRM Mechanism,” accessed June 20, 2022.

562 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 13.
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automotive parts facility in Matamoros, Mexico.*®® Resolutions to these two reviews were reached
expeditiously in 2021.5%4

Environment

The USMCA'’s Environment Chapter promotes mutually supportive trade and environmental policies and
practices; promotes high levels of environmental protection and effective enforcement of
environmental laws; and enhances the capacities of the parties to address trade-related environmental
issues, including through cooperation, in the furtherance of sustainable development.>®® The obligations
of the Environment Chapter, which are part of the core of the Agreement rather than a side agreement,
are fully enforceable under the USMCA'’s dispute settlement mechanism. It addresses illegal,
unreported, and unregulated fishing, combatting and preventing illegal trafficking in timber, fish, and
other wildlife, and other environmental issues such as air quality and marine litter.>®® The Environment
Chapter also includes commitments to implement multilateral environmental agreements, such as the
Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES) and the
Montreal Protocol on Ozone Depleting Substances.>®’

In addition to the environmental requirements under the Agreement, the USMCA Implementation Act
required the President to establish an Interagency Environment Committee for Monitoring and
Enforcement (Interagency Environment Committee or IEC) composed of the U.S. Trade Representative,
who shall serve as chair, and representatives of various U.S. government agencies.>®® The IEC’s purpose
is to coordinate U.S. efforts to monitor and enforce obligations generally, carry out assessments of
USMCA parties’ environmental laws and policies, and to monitor implementation of USMCA parties’
obligations under the Environment Chapter.>®® The IEC convened regular meetings throughout 2021 to
discuss issues related to monitoring and enforcement of Mexico’s and Canada’s USMCA environmental
obligations.5”°

The Environment Chapter also establishes an Environment Committee, comprising senior government
representatives of the parties’ relevant trade and environmental governmental authorities.*”* On June
17, 2021, Canada chaired the inaugural meeting of the Environment Committee.>’ At the inaugural

563 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 14.

564 These two filings are discussed in detail in the “Dispute Settlement” section below.

565 USMCA, Ch. 24, July 1, 2020.

566 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 41.

567 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 160.

568 The Interagency Environment Committee was established on February 28, 2020, per Sec. 811 of the USMCA
Implementation Act. Members of the Interagency Environment Committee include the U.S. Trade Representative,
representatives of the U.S. Department of State, the U.S. Department of Treasury, the U.S. Department of Justice,
the U.S. Fish and Wildlife Service in the U.S. Department of Interior, the U.S. Forest Service and the Animal and
Plant Health Inspection Service in the U.S. Department of Agriculture, the National Oceanic Atmospheric
Administration in the U.S. Department of Commerce, the U.S. Customs and Border Protection in the U.S.
Department of Homeland Security, the U.S. Environmental Protection Agency, the U.S. Agency for International
Development, and representatives from other federal agencies, as the President determines to be appropriate. 85
Fed. Reg. 12977-12978 (March 5, 2020); 19 U.S.C. §§ 4711-4717.

%919 U.S.C. §§ 4711-4717.

570 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 161.

571 USMCA, Ch. 24, Art. 24.26, July 1, 2020.

572 USTR, “Inaugural Meeting of the Environment Committee of the USMCA,” June 17, 2021.
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meeting, parties provided updates on their efforts in implementing the USMCA environmental
commitments and held a discussion on law enforcement cooperation to stem wildlife trafficking and
trade in illegally harvested timber.>”® The inaugural meeting also included the first public session, during
which the parties provided an opportunity to share progress on USMCA Environment Chapter
implementation and to receive questions and comments from the public on trade-related
environmental matters in North America.>”*

On July 1, 2020, in parallel with the USMCA Environment Chapter, the parties entered into the
Environment Cooperation Agreement (ECA), which superseded the North American Agreement on
Environmental Cooperation. The ECA retains and modernizes the Commission for Environment
Cooperation (CEC) originally established under the North American Agreement on Environmental
Cooperation.>”> One of the ECA objectives is to support the implementation of the USMCA Environment
Chapter commitments. The ECA also facilitates cooperation among the three countries in the areas of
pollution reduction, strengthening environmental governance, biological diversity conservation, and
sustainably managing natural resources.®’®

The CEC Council met virtually on September 9-10, 2021, for its first regular session under the USMCA
and the ECA to affirm the obligation to support the implementation of the USMCA Environment
Chapter. The theme of the session was “Climate Change and Environmental Justice Solutions,” and
featured updates on various deliverables including new grant programs and initiatives to support
communities in meeting CEC goals.>”” The meeting was chaired by the United States, whose statement
recognized the importance of cooperation to achieve shared environmental goals and to promote
sustainable development with strengthened trade and investment relations that will benefit
underserved and vulnerable communities across North America.>”® In 2021, the CEC continued the
practice of reporting on actions taken on public submissions on enforcement matters. At the end of
2021, six submissions remained open; one involving the United States and five involving Mexico.>”

Small and Medium-Sized Enterprises

The USMCA SMEs Chapter promotes cooperation between the parties’ small business support
infrastructure, including dedicated SME centers, incubators and accelerators, export assistance centers,
and other centers as appropriate, to create an international network for sharing best practices,
exchanging market research, and promoting SME participation in international trade, as well as business
growth in local markets.>®° The SME Chapter includes commitments on enhanced cooperation to
increase trade and investment opportunities for SMEs, including those owned by women, and directs
the parties to identify ways to assist SMEs in taking advantage of the Agreement.*®! The chapter also

573 USTR, “Inaugural Meeting of the Environment Committee of the USMCA,” June 17, 2021.

574 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 161.

575 Agreement on Environmental Cooperation (ECA), July 1, 2020; North American Agreement on Environmental
Cooperation, 1993.

576 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 41.

577 CEC, “Twenty-Eighth Regular Session of the CEC Council,” September 9, 2021.

578 CEC, “Twenty-Eighth Regular Session of the CEC Council,” September 9, 2021; USTR, 2022 Trade Policy Agenda
and 2021 Annual Report, March 2022, 42.

579 CEC, “Registry of Submissions on Enforcement Matters,” accessed March 9, 2022.

580 USMCA, Ch. 25, July 1, 2020.

581 USMCA, Ch. 25, Art. 25.4, July 1, 2020.
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establishes the Committee on SME Issues (SME Committee) composed of government officials from
each member country.’®? The SME Committee is charged with supporting commitments under this
chapter and with developing and promoting seminars, workshops, webinars, or other activities to inform
SMEs of the benefits available to them under this Agreement. The SMEs chapter also directed the launch
of a Trilateral SME Dialogue (SME Dialogue), which may include participants from the private sector,
employees, nongovernment organizations, academic experts, SMEs owned by diverse and
underrepresented groups, and other stakeholders from each member country. However, no activities
occurred under the dialogue in 2021.5%

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 e-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 (SBDC)/SME counselors
among the parties to share best practices and help SME clients prepare for trade opportunities under
the USMCA. Founding members from the United States are counselors from SBDCs, including from
Historically Black Colleges and Universities, Women’s Business Centers, Minority Business Development
Agency offices, Veterans Business Outreach Centers, and Native American Technical Assistance
Centers.*® The pilot network held two meetings in 2021 to discuss a host of topics including best
practices for reciprocal SME matchmaking.>%®

Rules of Origin

On July 2, 2020, the USMCA Free Trade Commission issued its first decision adopting the Uniform
Regulations.>®” The Uniform Regulations are composed of two documents. One document is entitled the
“Origin Procedures,” which is relatively short and concerns “the interpretation, application, and
administration of Chapter 5 (Origins Procedures), Chapter 6 (Textiles and Apparel Goods), and Chapter 7
(Customs Administration and Trade Facilitation).”>® The other document, “Rules of Origin (RO0s)” is
more extensive and concerns “the interpretation, application, and administration of Chapter 4 (Rules of
Origin) and related provisions in Chapter 6 (Textiles and Apparel Goods).”>® The Uniform Regulations
provide information on how USMCA'’s rules of origin should be interpreted, applied, and administrated,
especially as relevant to the automotive industry as well as the textiles and apparel goods industry. They
cover several key USMCA obligations, including the automotive rules of origins, the textile and apparel
rules of origin, the labor value content rules, and the steel and aluminum purchasing requirements. The
Uniform Regulations also cover procedural and implementation elements related to ROOs.>%

582 USMCA, Ch. 25, Art. 25.5, July 1, 2020.

583 USMCA, Ch. 25, Art. 25.4, July 1, 2020. The first USMCA SME Dialogue webinar took place on April 22, 2022.
SBA, OA, “USMCA Small and Medium Enterprise Dialogue,” March 25, 2022.

584 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 143.

585 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 143.

586 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 143.

587 USTR, “USMCA Free Trade Commission Decision No. 1,” July 2, 2020.

588 USMCA Uniform Regulations: Origins Procedures.

589 USMCA Uniform Regulations: Rules of Origins.

590 USMCA Uniform Regulations: Origins Procedures; USMCA Uniform Regulations: Rules of Origins.
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The USMCA’s ROOs for motor vehicles raised the regional value content requirements to 75 percent for
automobiles to receive preferential tariff treatment (compared to 62.5 percent under NAFTA). The
USMCA ROOs also requires that at least 70 percent of a producer’s steel and aluminum purchases
originate in North America. Further, a new rule for labor value content requires that a certain
percentage of qualifying vehicles be produced by employees earning an average of $16 per hour.>! The
USMCA allows vehicle producers to request an alternative staging regime for these requirements, which
would allow them up to five years from entry into force of the agreement but no later than January 1,

2025, to meet these regional value and labor value content requirements.>?

The Interagency Committee on Trade in Automotive Goods (Interagency Autos Committee)®®® met
regularly 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.>** On August 20, 2021,
Mexico requested consultations with the United States regarding the interpretation and application of
certain rules of origin for automobiles under the USMCA, and on August 26, 2021, Canada notified its
intent to join the consultations. Mexico and the United States held consultation on September 24,
2021.5% Details of this dispute follow in the Chapter 31 dispute settlement section.

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).>%® Article 10.12 under
Chapter 10 establishes a mechanism to provide an alternative to judicial review by domestic courts of
final determinations in antidumping and countervailing duty cases, with review by independent
binational panels established under the Agreement. Chapter 14 includes procedures for resolving
disputes between a party and an investor of another party. Annex 14-C addresses the transition from
NAFTA to the USMCA regarding “Legacy Investment Claims and Pending Claims.” Two annexes (Annexes
14-D and 14-E) apply only between Mexico and the United States regarding investment disputes. Finally,
Chapter 31 governs government-to-government disputes concerning interpretations of, and obligations
under, the Agreement. Annex 31-A to Chapter 31 established the United States-Mexico Facility-Specific
Rapid Response Labor Mechanism, which allows the United States to take expedited enforcement action
against individual facilities in Mexico that deny workers the right of free association and collective

bargaining under Mexico’s laws necessary to fulfill the obligations under the USMCA labor provisions.>%’

%119 U.S.C. § 4532.

92 USMCA, Ch. 4, July 1, 2020.

593 Sec. 202A(b) of the USMCA Implementation Act requires the President to establish an Interagency Committee
on Trade in Automotive Goods (Interagency Autos Committee) to provide advice in the operation of the USMCA
with respect to the trade of automotive goods. The members of the Interagency Autos Committee include the
Secretary of Commerce, the Secretary of Labor, the U.S. Trade Representative, the Chairman of the U.S.
International Trade Commission, the Commissioner of U.S. Customs and Border Protection in the U.S. Department
of Homeland Security, and any other members determined to be necessary by the U.S. Trade Representative. 19
U.S.C. § 4532(b); 85 Fed. Reg. 12983—-12984 (March 6, 2020).

594 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 41.

595 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 80.

5% USMCA Secretariat, “Dispute Settlement,” September 29, 2020.

9719 U.S.C. §§ 4691-4693; USMCA, Ch. 31, Annex 31-A, July 1, 2020.
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Chapter 10: At the end of 2021, there were seven active cases under review by binational panels
established under Chapter 10, Article 10.12 (table 5.4). Four challenge the U.S. Department of
Commerce’s (USDOC) 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 United States investigating authority’s final antidumping determination on
carbon and certain alloy steel wire rod and steel concrete reinforcing bar from Mexico.>%

Table 5.4 Active panel reviews under USMCA Chapter 10 during 2021 and their status as of December

31, 2021

AD = antidumping; CVD = countervailing duty; AR = administrative review; CDA = Canada; MEX = Mexico.

Country of

determination under

panel review Panel review number Case Date of request Status

United States USA-CDA-2020-10.12-01  Softwood Lumber CVD AR December 10, 2020  Active

United States USA-CDA-2020-10.12-02  Softwood Lumber AD AR December 22,2020  Active

United States USA-CDA-2021-10.12-03  Softwood Lumber CVD AR2 December 28,2021  Active

United States USA-CDA-2021-10.12-04  Softwood Lumber AD AR2 December 29, 2021  Active
Carbon and Certain Alloy

United States USA-MEX-2021-10.12-01 Steel Wire Rod from Mexico September 17,2021 Active
Steel Concrete Reinforcing

United States USA-MEX-2021-10.12-02 Bar AD AR October 8, 2021 Active

Canada CDA-USA-2020-10.12-01  Gypsum Board AD November 26, 2020  Active

Source: USMCA Secretariat, “Active Chapter 10 Article 10.12 Panel Reviews through 2021,” accessed April 25, 2022.

Chapter 31: On May 25, 2021, the United States requested the establishment of a binational USMCA
dispute settlement panel under USMCA’s Chapter 31, to review Canada’s dairy tariff-rate quota (TRQ)
allocation measures (table 5.5).5%° The panel released its final report on December 20, 2021, and to the
public on January 4, 2022.5° The Panel agreed with the United States that Canada’s allocation of dairy
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.” 6!

598 USMCA Secretariat, “Active Chapter 10 Article 10.12 Panel Reviews through 2021,” accessed April 25, 2022.
599 USMCA Secretariat, “Active Chapter 31 Dispute Settlement Binational Panel Reviews through 2021,” accessed
April 25, 2022.

600 TAS e-Filing, “Public Reading Room, Disputes, Dairy TRQ Allocation Measures, Docket Filing #23,” January 4,
2022.

601 On March 2, 2022, in response to the findings of the USMCA panel, Global Affairs Canada began public
consultations concerning proposed changes to its USMCA dairy TRQs. On May 16, 2022 Canada published the
changes as final and, having rejected these changes, the United States made a second request for dispute
settlement consultations with Canada under USMCA on May 2, 2022. TAS e-Filing, “Public Reading Room, Disputes,
Dairy TRQ Allocation Measures, Docket Filing #23,” January 4, 2022; USTR, “Second USMCA Dispute on Canadian
Dairy TRQs,” May 25, 2022.
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Table 5.5 Active panel reviews under USMCA Chapter 31 during 2021 and their statuses as of December

31, 2021
TRQ = tariff-rate quota; CDA = Canada; MEX = Mexico.
Complainant Panel review number Title Date of request Status
Complete,
Dairy TRQ Allocation December
United States CDA-USA-2021-31-01 Measures May 25, 2021 20, 2021

Crystalline Silicon
Photovoltaic Cells
Canada USA-CDA-2021-31-01 Safeguard Measure June 18, 2021 Active

Source: USMCA Secretariat, “Active Chapter 31 Dispute Settlement Binational Panel Reviews through 2021,” accessed April 25, 2022.
Note: Although the initial consultations regarding automotive rules of origin began in 2021 and are discussed in further detail below, the
respective panel review USA-MEX-2022-31-01 is not included in table 5.5 because the official date of request occurred in 2022.

On June 18, 2021, Canada requested the establishment of a USMCA Chapter 31 dispute settlement
panel to review the United States’ Crystalline Silicon Photovoltaic Cells Safeguard Measure.%%? In its
panel request and subsequent written submissions, Canada claimed that the President’s decision in
2018 not to exclude Canadian products from the safeguard measure was inconsistent with USMCA
Articles 10.2.1, 10.2.2, 10.2.5(b), 10.3, and 2.4.2.5%% Canada also claimed that section 312 of the USMCA
Implementation Act (19 U.S.C. § 4552), which provides the President with definitive authority to
determine whether to exclude USMCA parties from safeguard actions, is inconsistent with Article 10.3 of
the USMCA.%%* As of December 2021, panel proceedings were ongoing (table 5.5).5%

On August 20, 2021, Mexico requested consultations with the United States regarding the interpretation
and application of Article 3 (Regional Value Content for Passenger Vehicles, Light Trucks, and Parts
Thereof) of the Appendix to Annex 4-B (Provisions Related To The Product-Specific Rules Of Origin For
Automotive Goods) and Article 4.5.4 (Regional Value Content) of the USMCA.% On August 26, 2021,
Canada notified its intent to join the consultations. The United States held consultations with Mexico
and Canada on September 24, 2021, but the consultations did not resolve the dispute and it was still
ongoing as of December 31, 2021.5%7

602 TAS e-Filing, “Public Reading Room, Disputes, Crystalline Silicon Photovoltaic Cells Safeguard Measure, Docket
Filing #1,” June 18, 2021.

603 YSTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 79.

604 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 79.

805 The panel released its final report in February 2022, which found that the prior U.S. Administration’s decision to
include imports from Canada in the solar safeguard measure was inconsistent with certain USMCA rules. This
dispute was ultimately resolved via a memorandum of understanding on trade in solar products signed by the
United States and Canada on July 8, 2022. USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022,
79; USTR, “United States and Canada Announce a Memorandum of Understanding on Trade in Solar Products,”
July 7, 2022.

606 Government of Mexico, Secretariat of Economy, “Letter from Secretary of Economy to U.S. Trade
Representative,” August 20, 2021; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 80.

807 On January 6, 2022, the Government of Mexico requested the establishment of a panel in connection with its
dispute with the United States concerning the interpretation and application of the rules of origin for automotive
goods under the USMCA.®%7 Mexico claimed that the United States is interpreting and applying the USMCA's
automotive rules of origin in a manner inconsistent with Chapters 4 (Rules of Origin) and 5 (Origin Procedures) of
the Agreement, as well as the Uniform Regulations adopted by the USMCA parties.?” On January 13, 2022, Canada
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Chapter 31, Annex 31-A: In 2021, the United States twice invoked the RRM against two facilities
operating in Mexico. One against General Motors, Silao, Mexico and another against Tridonex, the auto
parts facility owned by Philadelphia-based Cardone Industries, in Matamoros, Mexico.®%

General Motors, Silao, Mexico

Invoking the USMCA’s RRM for the first time, 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 (General Motors Mexico) facility in Silao, State of Guanajuato, Mexico.%%° The request noted that
“significant concerns arise from events preceding, during, and surrounding an April 2021 vote for
approval of a collective bargaining agreement (CBA) between General Motors de México” and the
“Miguel Trujillo Ldpez” union. The request further noted that the United States understood that the
approval process and vote, scheduled for April 5, 2021, was suspended by the Secretaria de Trabajo y
Previsién Social (STPS)®%° due to its concerns about irregularities, including the destruction of ballots.
Additionally, the request noted that if Mexico were to determine that there is a denial of rights to
workers at the General Motors de México facility in Silao, the United States further requested that
Mexico attempt to remediate within 45 days of this request.®!! Ambassador Katherine Tai directed the
Secretary of the Treasury to suspend the final settlement of customs accounts related to entries of
goods from General Motors’ Silao facility.5?2 Mexico conducted its review and on June 25, 2021,
discussions began with the United States on a remediation plan.®3

On July 8, 2021, the United States and Mexico announced a remediation agreement that addressed a
denial of workers’ right of free association and collective bargaining that Mexico found to have
occurred.® The course of remediation had an end date of September 20, 2021. The course of
remediation noted that General Motors de México would issue a statement of neutrality and zero-
tolerance policy for retaliation, and that Mexico would, among other things:

e Ensure that the new vote to approve the CBA negotiated by the old Confederation of
Mexican Workers union (CTM) would be held at the facility by August 20, 2021;

announced that it was joining the dispute as a complaining party. USTR, 2022 Trade Policy Agenda and 2021
Annual Report, March 2022, 80; Government of Mexico, Secretariat of Economy, “México Solicita El
Establecimiento de Un Panel de Solucidn de Controversias Del T-MEC [Mexico Requests the Establishment of a T-
MEC Dispute Settlement Panel],” January 6, 2022; Government of Canada, Global Affairs Canada, “Notice of
Intention to Join as a Complaining Party—Rules of Origin for Motor Vehicles,” January 13, 2022.

608 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 42.

609 USTR, “United States Seeks Mexico’s Review of Alleged Worker’s Rights Denial at Auto Manufacturing Facility,”
May 13, 2021; USTR, “USTR USMCA RRM Request: General Motors, Mexico,” May 10, 2021.

610 Secretariat of Labor and Social Welfare (STPS) or Secretaria de Trabajo y Previsidn Social is Mexico’s Ministry of
Labor.

611 USTR, “USTR USMCA RRM Request: General Motors, Mexico,” May 10, 2021.

612 Section 751 of the USMCA Implementation Act states that “if the United States files a request pursuant to
article 31-A.4.2 of Annex 31-A of the USMCA, the Trade Representative may direct the Secretary of the Treasury to
suspend liquidation for unliquidated entries of goods from such covered facility until such time as the Trade
Representative notifies the Secretary that a condition described in subsection 751(b) has been met. 19 U.S.C. §§
4691-4693; USTR, “USTR USMCA RRM Letter to Treasury,” May 12, 2021.

613 USTR, “Remediation for Workers’ Rights Denial in Silao,” July 8, 2021.

614 USTR, “Remediation for Workers’ Rights Denial in Silao,” July 8, 2021.
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e Have present federal inspectors from Mexico’s Labor Ministry to prevent and address any
intimidation and coercion from occurring;

e Permit the presence of international observers from the International Labour Organization
(ILO) at the facility; and

e Investigate and sanction anyone responsible for events that led to the suspension of the
April vote and any other violation of law in connection with the August vote.®®®

In a second legitimization vote on August 17-18, 2021, to approve the existing CBA negotiated by the
CTM, the CBA was rejected and thrown out.®!® The rejection of the CBA allowed a process for workers to
select a union to negotiate a new CBA. Following the free and democratic vote in August 2021, USTR and
the USDOL announced the successful conclusion of the first course of remediation under the USMCA’s
RRM.% On September 21, 2021, USTR directed the Secretary of the Treasury to resume liquidation of
entries of goods from General Motor’s Silao facility.5®

Although the course of remediation concluded in September 2021, the United States and Mexico
continued monitoring the labor conditions at the facility leading up to the February 1-2, 2022, vote to
elect a union to represent workers in bargaining with the General Motors facility in Silao.®*®

Tridonex, Matamoros, Mexico

On May 10, 2021, the American Federation of Labor-Congress of Industrial Organizations (AFL-CIO), the
Service Employees International Union (SEIU), Public Citizen’s Global Trade Watch, and the “Sindicato
Nacional Independiente de Trabajadores de Industrias y Servicios “Movimiento 20/32” [National
Independent Union of Industry and Service Workers—20/32 Movement] (SNITIS), filed a petition under
the RRM, against Tridonex, S. de R.L. de C.V. (Tridonex), located in Matamoros, Tamaulipas, Mexico.%%
The submission alleged that workers at the Tridonex automotive parts facility were being denied the
right of free association and collective bargaining.®” The Interagency Labor Committee had 30 days to
review the petition and determine if there was sufficient credible evidence of denial of rights in support
of the claim.

615 USTR, “Fact Sheet: Agreement with Mexico on RRM Action in Silao,” July 8, 2021.

616 USTR, “Successful First Course of Remediation under USMCA’s RRM,” September 22, 2021.

617 USTR, “Successful First Course of Remediation under USMCA’s RRM,” September 22, 2021.

618 USTR, “Letter to the Secretary of Treasury,” September 21, 2021.

619 On February 3, 2022, workers at the General Motors Mexico facility elected an independent labor union by a
wide margin. The new union, the National Independent Union for Workers in the Automotive Industry (SINTTIA),
beat three rivals, including Mexico’s largest labor organization, CTM, that held the contract for 25 years. About 90
percent of eligible workers cast their votes for SINTIA. On February 3, 2022, the U.S. Trade Representative noted
that the “next stage of the process will be good faith bargaining between General Motors and the new union.”
USTR, “February 1-2 Vote by Workers in Silao, Mexico,” February 3, 2022; Solomon, “‘Fed up’ GM Workers in
Mexico Pick New Union in Historic Vote,” February 4, 2022.

520 Tridonex, S. de R.L. de C.V., is a subsidiary of Cardone Industries, a Philadelphia-based auto parts manufacturer
that supplies the U.S. market.

621 Government of Mexico, Secretariat of Economy, “Comprometidos Con El Correcto Funcionamiento Del T-MEC,
Se Anuncian Acuerdos Respecto a Peticion Laboral de Empresa de Autopartes [Committed to the Proper
Functioning of the T-MEC, Agreements Are Announced Regarding the Labor Petition of an Auto Parts Company],”
August 10, 2021.
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OnlJune 9, 2021, in response to the petition filed on May 10, the Interagency Labor Committee
determined that there was sufficient credible evidence of a denial of rights, which enabled the
invocation of enforcement mechanism. On the same day, USTR and the USDOL announced they had
agreed to pursue a complaint under the USMCA’s RRM against Tridonex, an auto plant in Mexico, for
alleged workers’ rights violations.®2? Next, Ambassador Tai submitted a request to Mexico that Mexico
conduct a review as to whether workers at the Tridonex automotive parts facility were being denied the
right of free association and collective bargaining.®?®> Mexico had 10 days to agree to conduct a review
and 45 days from that day to remediate, if Mexico determined that there were denial of rights to

workers at the Tridonex facility.%%*

On June 19, 2021, Mexico agreed to review the U.S. complaint under the USMCA against Tridonex. The
findings of the review, conducted by the Secretaria de Economia [Secretariat of Economy]®%® and the
STPS, would be shared with U.S. Government by July 24, 2021, after which a reparation course must be
agreed with the counterparts of the U.S. Government, if the review determined that there was such
denial of workers’ rights.®%¢

On August 10, 2021, USTR announced the United States had reached an agreement with Tridonex on a
reparation course. The agreement provides severance, backpay, and a commitment to neutrality in
future union elections.®?” Tridonex agreed to:

e Provide severance and six months of backpay, totaling a minimum of nine months of pay per
worker and in many cases much more, to at least 154 workers who were dismissed from the
plant, for a total backpay amount of more than $600,000;

e Support the right of its workers to determine their union representation without coercion,
including by protecting its workers from intimidation and harassment and welcoming
election observers in the plant leading up to and during any vote;

e Provide training to all Tridonex workers on their rights to collective bargaining and freedom
of association;

e Remain neutral in any election for union representation at its facility;

e Maintain and strengthen safety protocols to protect its workers from COVID-19 and
financially support any employees who are unable to report to work due to COVID-19
exposure or infection; and

e Revise its procedures and train its managers on fair workforce reduction procedures; and

622 YSTR, “United States Seeks Mexico’s Review of Alleged Freedom of Association Violations at Mexican
Automotive Parts Factory,” June 9, 2021.

623 USTR, “United States Seeks Mexico’s Review of Alleged Freedom of Association Violations at Mexican
Automotive Parts Factory,” June 9, 2021; USTR, “Tridonex Request for Review,” June 9, 2021.”

624 USMCA, Ch. 31, Art. 31-A.4.2, July 1, 2020.

625 Government of Mexico, Secretariat of Economy or Secretaria de Economia.

626 Government of Mexico, Secretariat of Economy, “México Estd Comprometido Con El T-MEC, Admite Solicitud de
Revisidn Por Parte de EE.UU. Sobre Empresa Autopartista En Matamoros, Tamaulipas [Mexico Is Committed to the
T-MEC, Admits Request for Review by the U.S. on Auto Parts Company in Matamoros, Tamaulipas],” June 19, 2021.
627USTR, “United States Reaches Agreement with Tridonex,” August 10, 2021; Government of Mexico, Secretariat
of Economy, “Comprometidos Con El Correcto Funcionamiento Del T-MEC, Se Anuncian Acuerdos Respecto a
Peticion Laboral de Empresa de Autopartes [Committed to the Proper Functioning of the T-MEC, Agreements Are
Announced Regarding the Labor Petition of an Auto Parts Company],” August 10, 2021; USDOL, “USMCA Cases,”
accessed April 25, 2022.
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e Maintain and staff an employee hotline phone number to receive and respond to
complaints of violations of workers’ rights in the facility.

In addition to these commitments made by Tridonex, the Government of Mexico agreed to help
facilitate workers’ rights training for Tridonex employees, monitor any union representation election at
the facility, and investigate any claims of workers’ rights violations reported by employees at the
plant.”6%

The North American Free Trade Agreement

The North American Free Trade Agreement (NAFTA) between the United States, Canada, and Mexico
was superseded on July 1, 2020, when the USMCA entered into force. The following section provides an
update on NAFTA’s dispute settlement developments during 2021. 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.%%

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).®° The interactive dashboard presents an overview of developments in
NAFTA Chapter 19 dispute settlement cases to which the United States was a party in 2021.

During 2021, pending cases filed under Chapter 11 included 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).®33 There were no pending disputes under Chapter 20
(State-to-State Dispute Settlement) in 2021.

Pursuant to the USMCA Chapter 34, which provides the transitional provisions from NAFTA, panel
reviews may proceed to their completion in accordance with Chapter 19 of NAFTA.®* As of December
31, 2021, there were seven active binational panels remaining under NAFTA Chapter 19 (table 5.7). Two

628 USTR, “United States Reaches Agreement with Tridonex,” August 10, 2021; USTR, “Tridonex Action Plan,”
August 10, 2021.

629 USMCA, Ch. 14, Annex 14-C, Art. 5, July 1, 2020. Annex 14-C addresses the transition between NAFTA and the
USMCA regarding “Legacy Investment Claims and Pending Claims.”

630 A description of NAFTA provisions, settlement mechanisms, and arbitral provisions are provided in the 2019
report, USITC, Year in Trade 2019, August 2020, 161.

631 USDOS, “Cases Filed Against the Government of Canada,” accessed April 25, 2022.

632 YsDOS, “Cases Filed Against the Government of Mexico,” accessed April 25, 2022.

633 YSDOS, “Cases Filed Against the Government of the United States,” accessed April 25, 2022.

634 Article 34.1 states that, “Transitional Provision from NAFTA 1994” of the USMCA states that “Chapter 19 of
NAFTA shall continue to apply to binational panel reviews related to final determinations published by a Party
before the entry into force of this agreement,” and the Secretariat established under the USMCA “shall perform
the functions assigned to the NAFTA Secretariat under NAFTA Chapter 19 and under, for Chapter 19, the domestic
implementation procedures adopted by the parties in connection therewith, until the binational panel has
rendered a decision and a Notice of Completion of Panel Review has been issued by the Secretariat pursuant to the
Rules of Procedures for Article 1904 Binational Panel Reviews.” USMCA, Ch. 34, Art 34.1, July 1, 2020.
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concern the U.S. International Trade Commission’s determinations in fabricated structural steel from
Canada and Mexico. Other active Chapter 19 cases include challenges to USDOC 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 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.®* On July 7, 2021, a
NAFTA Binational Panel issued its Decision in the matter of Ammonium Sulphate from the United States
of America (Determination on Remand). The Binational Panel remanded the Secretaria de Economia
second Determination on Remand and ordered the Secretaria de Economia to issue a redetermination
within 90 days. %3¢

Table 5.6 Active panel reviews under NAFTA Chapter 19 during 2021 and their statuses as of December
31, 2021

AD = antidumping; IN = injury; CVD = countervailing duty; AR = administrative review; ID = injury determination; USDOC = U.S.
Department of Commerce; ITA = International Trade Administration (USDOC); USITC = U.S. International Trade Commission.

Country of

determination

under panel Investigating

review Panel review number Dispute authority Status

United States USA-CDA-2020-1904-05 Fabricated Structural Steel USITC Active
from Canada (IN)

United States USA-MEX-2020-1904-04  Fabricated Structural Steel UsSITC Active
from Mexico (IN)

United States USA-CDA-2020-1904-02 Fabricated Structural Steel USDOC/ITA Active
from Canada (AD)

United States USA-MEX-2019-1904-01  Light-Walled Rectangular USDOC/ITA Active
Pipe and Tube from Mexico
(AD)

United States USA-CDA-2017-1904-03 Softwood Lumber from USDOC/ITA Active
Canada (AD)

United States USA-CDA-2017-1904-02 Softwood Lumber from USDOC/ITA Active
Canada (CVD)

Mexico MEX-USA-2015-1904-01  Ammonium Sulphate from Secretaria de Active
the United States (AD) Economia

[Secretariat of
Economy]

Source: USMCA Secretariat, “Publications,” accessed April 25, 2022.

Other U.S. FTAs in Force

During the ongoing COVID-19 pandemic, U.S. officials continued to engage with FTA partners for
discussions on several matters, including labor and environmental issues, enhancing trade and
investment, and dispute settlement. Highlights of the FTA activities in 2021 are summarized below.

The U.S.-Israel FTA

635 USMCA Secretariat, “Publications,” accessed April 25, 2022.
636 USMCA Secretariat, “Publications,” accessed April 25, 2022.
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Although the U.S.-Israel Joint Committee (JC) did not meet in 2021, USTR noted that representatives of
both countries remained committed to negotiating a permanent successor to the U.S.-Israel Agreement
on Trade in Agricultural Products.5¥’

The U.S.-Jordan FTA

In 2021, the U.S. Government continued to engage with the Jordanian Ministry of Labor on
commitments made under the Implementation Plan related to Working and Living Conditions of
Workers in Jordan (Implementation Plan).5®® Jordan has improved the coordination of inspections in
garment factory dormitories through additional technical support to conduct remote inspections during
the COVID-19 pandemic.®*

Jordan also continued to work with the USDOL-funded ILO Better Work program to support
Implementation Plan objectives in 2021. Efforts include: increasing understanding of international labor
standards and the process for conducting audits; making factory-level audits public; making the garment
worker union more transparent and democratic, establishing a migrant liaison to enable the garment
worker union to reach the 75 percent migrant workforce; developing a Ministry of Labor inspectorate
unit to promote knowledge of labor standards and inspection; launching a pilot program to address the
mental health of migrant workers; and expanding a train-the-trainers program within the Ministry of
Labor to better address collective disputes.®

The U.S.-Chile FTA

In 2021, the United States engaged with Chile on several topics such as how changes to Chile’s pension
system affect the rights of U.S. investors, and issues related to the implementation of intellectual
property rights provisions under the U.S.-Chile FTA.®*! The United States and Chile continued to
exchange information and best practices on labor issues under the FTA labor cooperation mechanism.
USTR also worked with interagency colleagues and Chilean counterparts to negotiate a new work
program for environmental cooperation under the U.S.-Chile FTA for the period of 2021-24.54?

The U.S.-Singapore FTA

The U.S.-Singapore Joint Committee—the central oversight body for the FTA--met in October 2021 and
agreed to work on areas such as environment, labor, digital trade, supply chains, and intellectual
property.®® On December 3, 2021, the two countries met to review implementation of the Environment
Chapter under the U.S.-Singapore FTA and discussed issues related to promoting a circular, “green”

637 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 37.

638 |n 2013, the United States and Jordan developed the Implementation Plan Related to Working and Living
Conditions of Workers in Jordan (Implementation Plan). The Implementation Plan was developed to address
serious labor concerns raised about Jordan’s garment factories, including anti-union discrimination against foreign
workers, poor conditions of accommodations for foreign workers, and gender discrimination and harassment.
USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 38.

639 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 38.

640 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 38.

641 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 35,163.

642 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 35,163.

643 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 46.
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economy, and wildlife trafficking. ®** The two countries also negotiated a new Plan of Action for

Environmental Cooperation under their Memorandum of Intent on Environmental Cooperation.®*

The U.S.-Australia FTA

The United States met regularly with Australia in 2021 to monitor implementation of the FTA and review
market access concerns. Both countries continued to deepen the bilateral trade relationship and
coordination.®¢

The U.S.-Morocco FTA

Although the U.S.-Morocco Joint Committee has not met since 2019 due to the COVID-19 pandemic, the
U.S.-Morocco FTA Agriculture Subcommittee and SPS Subcommittee held meetings in October 2021.
Topics discussed include the use in Moroccan markets of common names for meats and cheeses, SPS
issues and paths forward, as well as cooperation on agricultural trade issues of mutual interest. 4 In
February 2021, the United States and Morocco agreed to the use of a self-attestations to meet requests
made earlier in 2021 by the Moroccan government regarding additional documentation of U.S. beef and
beef product exports. The initial request for additional documentation was meant to confirm that U.S.
beef and beef products meet the terms specified under the Rules of Origin Chapter of the U.S.-Morocco
FTA.54

The U.S.-Bahrain FTA

During 2021, the United States and Bahrain continued to monitor and engage on employment
discrimination and freedom of association issues—topics highlighted in 2013 consultations under the
U.S.-Bahrain FTA.®%

The Dominican Republic-Central America FTA (CAFTA-DR)

In 2021, various U.S. government agencies such as USDOL, U.S. Agency for International Development
(USAID), and U.S. Department of State continued promoting labor rights and improving the enforcement
of labor laws in the CAFTA-DR countries:

e USTR, USDOL, and the U.S. Department of State coordinated U.S. Embassy visits to
sugarcane-producing worksites and worker communities in the Dominican Republic during
2021. The United States reiterated to the Ministries of Labor and Foreign Affairs the need to
address the labor challenges in the sugar sector, such as by systemizing the labor inspection
process and improving labor rights of sugarcane cutters. The Ministry of Labor took actions
to improve working conditions through a USDOL-funded S5 million technical assistance
project.5%°

644 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 159-60.
645 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 163-64.
646 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 30.

647 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 43.

648 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 148.

649 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 30-31.
650 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 32.
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In 2021, the U.S. Government conducted three missions in August, September, and
November to Honduras to follow up on the 2015 Labor Rights Monitoring and Action Plan.
The U.S. Department of State continued its funded program to combat labor violence.
USDOL continued funding three projects to reduce child labor and improve the technical
audit unit within the Ministry of Labor.®!

In Costa Rica, USDOL continued to fund a $2 million technical assistance project to build the
capacity of key labor law enforcing agencies with respect to minimum wages, hours of work,
and occupational safety. USDOL also continued funding a technical assistance project in
Costa Rica that supports vulnerable youth in entering the job market.®*2

USDOL continued to fund labor capacity-building projects in El Salvador, Guatemala, and
Honduras, implemented by the policy research and analytics firm, IMPAQ International .3
The projects involved work on labor market information systems and vocational training and

skill-building for at-risk youth.®*

During 2021, the United States and Central America discussed a broad strategy to address the root
causes of migration, focusing on trade facilitation, capacity building, transparency, and inclusivity:

In September 2021, multiple committees under CAFTA-DR met to discuss policy cooperation
and trade capacity building activities to simplify and harmonize the procedures of Central
American customs and other border agencies; support the regional supply chain in the
textiles and apparel industry; protect worker rights; and strengthen environmental
protections.®®

In January 2021, Guatemala published a single customs schedule, which resolved
longstanding challenges concerning tariff classification and U.S. preferential access in
Guatemala.®®®

In September 2021, the trade capacity building (TCB) Committee met to discuss TCB
activities and technical assistance priorities, including the (1) Central America Customs,
Border Management, and Supply Chain trade facilitation program, (2) the Building El
Salvador’s Trade and Competitiveness in Textiles and Apparel to Strengthen Trade and
Regional Economic Prosperity program, (3) the Central America Regional Trade Facilitation
and Border Management project, and other workshops on the U.S. regulatory system,
internal standards, and WTO obligations for CAFTA-DR parties.®’

On October 14, 2021, the CAFTA-DR Environmental Affairs Council met for the 14th time to discuss
updates on actions relating to environmental protection, enforcement legislation, public participation in
environmental decision-making and pressing challenges facing the parties to the agreement. During the
meeting, the Council received reports from the CAFTA-DR Secretariat for Environmental Matters
regarding enforcement activities since 2007, and from the Organization of American States regarding

651 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 33.

652 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 33.

653 IMPAQ, “IMPAQ International,” accessed June 20, 2022.

654 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 33.

655 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 33.

656 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 34; USDA, FAS, CAFTA-DR Tariff Line
Classification Issue, February 9, 2021.

857 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 34-35.
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outcomes of the CAFTA-DR Environmental Cooperation Program. The meeting also included a public
session, with representatives of civil society and nongovernmental organizations, academia, and the
general public.®®

The U.S.-Oman FTA

In 2021, USTR and the USDOL continued to monitor labor rights in Oman pursuant to labor provisions of
the FTA, including with respect to the creation of offices within the Royal Oman Police, Ministry of
Labor, and Ministry of Foreign Affairs dedicated to counter-trafficking in persons.5>

The U.S.-Peru TPA

In 2021, the United States continued to work with Peru on issues related to the FTA’s Annex on Forest
Sector Governance (Forest Annex) and Labor Chapter. A new Executive Director of the U.S.-Peru
Secretariat for Submissions on Environmental Enforcement Matters was selected in December 2021 and
will serve a term of two years beginning in early 2022.56°

The U.S.-Korea FTA (KORUS)

The KORUS Joint Committee—its central oversight body—convened in Seoul in November 2021. During
the meeting, Ministers agreed to implement new approaches to effectively address emerging trade-
related issues such as supply chain challenges, emerging technologies, the digital ecosystem, trade
facilitation, worker-centered trade policy, and environmental concerns. %!

Throughout 2021, the United States continued to monitor and enforce the implementation of KORUS
commitments through the 21 committees and working groups established under the Agreement. Five
Committees held meetings in 2021, and two Committee meetings were postponed due to the COVID-19
pandemic.®%? Such meetings addressed issues including: “(1) Korea’s implementation of KORUS
obligations related to cross-border data transfers by financial service providers; (2) automotive-related
regulations; (3) regulations affecting fair market access for online content; (4) procurement of cloud
computing services; (5) Korea’s restrictions on the supply of legal services; (6) impediments to U.S. meat
and poultry exports; (7) Korea’s approval process for genetically engineered products; (8) Korea's
positive list system for pesticides; (9) Korea’s administration of its tariff-rate quotas on agricultural
products.”®® In August 2021, the Korean Ministry of Food and Drug Safety (MFDS) moved closer to
international guidelines by reducing the number of data requirements necessary to secure a Korean
food safety approval agricultural biotechnology products. This development came after technical

658 USTR, “14th Meeting of the CAFTA-DR Environmental Affairs Council,” October 14, 2021.

659 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 44.

660 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 45.

661 USTR, “Sixth KORUS Joint Committee Meeting,” November 19, 2021; USTR, “Ambassador Katherine Tai Remarks
on the KORUS Joint Committee,” November 19, 2021; USTR, 2022 Trade Policy Agenda and 2021 Annual Report,
March 2022, 39.

662 The KORUS Financial Services Committee, Technical Barriers to Trade Committee, and the Automotive Working
Group met in June 2021, and the Committee on Textile and Apparel Trade Matters met in September 2021. In
November 2021, the Services and Investment Committee meeting was held. Meetings of the Committee on
Agricultural Trade and the Committee on Sanitary and Phytosanitary (SPS) Matters for the 2021 cycle were
postponed. USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 39.

663 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 39.
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engagement between USTR and its Korean counterparts under the KORUS SPS Committee and a
submission on the Korean measure by the U.S. Government.®*

The U.S.-Colombia TPA

The U.S.-Colombia Free Trade Commission met in October 2021 and reviewed implementation and
operation of the Agreement. The Agreement Committees on Agriculture, Sanitary and Phytosanitary
Measures, and Technical Barriers to Trade also met in 2021.%%° During the Agriculture Committee
meeting, officials discussed Colombia’s preferential treatment of U.S. corn and its pending safeguard
measure on imports of U.S. dairy products initiated in June 2021. Following that engagement, Colombia
announced in December 2021 that its investigation did not find evidence justifying any safeguard
measures. The United States and Colombia exchanged letters in July 2021 which further clarified
commitments under the U.S.-Colombia TPA by eliminating bureaucratic requirements for U.S. corn
exporters,5®

In 2021, the Colombian Government took steps to address the issues raised in USDOL’s second periodic
review of its 2017 report on submissions filed under the Labor Chapter of the Agreement.®®” USTR and
USDOL officials frequently engaged with officials in Colombia to discuss and coordinate on the review
findings. USDOL managed technical assistance projects totaling approximately $26 million to improve
labor law enforcement in Colombia.®¢®

The U.S.-Panama TPA

Under the United States—Panama Trade Promotion Agreement, Panama provides duty-free access to all
U.S. consumer and industrial products as of January 1, 2021.%%° The United States and Panama
continued cooperation in 2021 to seek new opportunities for traders and investors by convening
multiple committees under the Agreement, including the Agriculture, Technical Barriers to Trade, and
Sanitary and Phytosanitary Committees.®”° The U.S. Federal Mediation and Conciliation Service
continued to provide trainings to Panama’s Inter-American School for Social Dialogue, Tripartism and
Conflict Resolution, in conjunction with the Cooperative Labor Dialogue under the Agreement.®’*

664 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 147.

665 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 36.

666 USTR, “Meeting to Review Implementation of U.S.-Colombia TPA,” October 22, 2021; USTR, 2022 Trade Policy
Agenda and 2021 Annual Report, March 2022, 146.

67 USDOL, 2nd Periodic Review of USDOL’s 2017 Report on Colombia, October 7, 2021.

668 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 36.

669 Tariffs on some U.S. agricultural goods will be eliminated by January 1, 2026 (after a 15-year phase-out period).
Tariffs on most sensitive agricultural products will be phased out in 18 to 20 years. U.S.-Panama TPA, Annex 3.3,
June 28, 2007; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 44.

670 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 44.

671 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 45.
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Developments in FTA Negotiations during
2021

Prior to 2021, the United States began but did not complete FTA negotiations with the European Union
(EV), the United Kingdom (UK), Japan, and Kenya under Trade Promotion Authority.%”? The most recent
renewal of this authority was contained in the Bipartisan Congressional Trade and Accountability Act of
2015; the authorities under this Act expired on July 1, 2021, and as of July 2022 had not been
renewed.®”2 No new rounds of FTA negotiations occurred with these or any other U.S. trading partners
during 2021.%74

72 Trade Promotion Authority is a legislative procedure through which Congress defines U.S. negotiating objectives
and priorities for trade agreements and establishes consultation and notification requirements for the President to
follow throughout the negotiation process. Under Trade Promotion Authority, Congress can pass an implementing
bill under expedited procedures. For discussion of Trade Promotion Authority see USITC, Year in Trade 2018,
October 2019, 138-39; USITC, Year in Trade 2015, July 2016, 133-34.

573 pub. L. 114-26, 129 Stat. 320 (2015).

674 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022; USTR, 2021 Trade Policy Agenda and
2020 Annual Report, March 2021; CRS, U.S.-EU Trade and Economic Relations, December 21, 2021; EC, Overview of
FTA and Other Trade Negotiations, February 2022; USITC, Year in Trade 2020, September 2021; Government of the
UK, House of Commons Library, Progress on UK Free Trade Agreement Negotiations, March 24, 2022; BBC News,
“Joe Biden Plays Down Chances of UK-US Trade Deal,” September 22, 2021.
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Chapter 6
U.S. Trade in 2021

This chapter provides an overview of U.S. trade in goods and services in 2021. It also reviews U.S.
bilateral trade relations with selected major trading partners in 2021: the European Union (EU), China,
Mexico, Canada, Japan, the United Kingdom (UK), and India.®”® These trading partners were selected
based on the size of their U.S. bilateral trade value in goods and services, as well as recent trade policy
activities. For each trading partner, the chapter summarizes U.S. bilateral trade in goods and services,
and reports major developments in bilateral trade policies and programs during 2021.

U.S. Merchandise Trade

Overview

The value of total U.S. merchandise trade was $4.6 trillion in 2021, a 22.0 percent increase from the
2020 level (figure 6.1).%7¢ The value of U.S. merchandise exports increased by 23.1 percent to $1.8
trillion, while the value of U.S. merchandise imports increased by 21.3 percent to $2.8 trillion. As a
result, the U.S. merchandise trade deficit increased by 18.4 percent to $1.1 trillion in 2021 (figure 6.1).5”7

675 EU data exclude the UK for the entire time series presented in this report.

676 Trade data in this section are reported as total exports and general imports. Measures include products that
have been imported into the United States and re-exported without any further U.S. manufacturing. See USITC, “A
Note on Trade Statistics,” August 22, 2014.

677 USITC DataWeb/Census, accessed February 17, 2022.
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Figure 6.1 U.S. merchandise trade with the world, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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Source: USITC DataWeb/Census, accessed February 17, 2022.

In 2021, U.S. exports and imports both increased year-on-year for the first three quarters (Q1, Q2, and
Q3), exceeding their pandemic lows in the respective quarters of 2020 (figure 6.2). However, in Q3 of
2021 export growth stalled before falling significantly in Q4, driven by major declines in agricultural
products, transportation equipment, textiles and apparel, and forest products.®’® U.S. imports continued
to increase steadily in the latter half of 2021, and reached their greatest value in Q4, mainly driven by
electronic products and transportation equipment (figure 6.3).

678 USITC DataWeb/Census, accessed February 17, 2022.

162 | www.usitc.gov



Chapter 6: U.S. Trade in 2021

Figure 6.2 U.S. merchandise exports, quarterly (Q), 2020-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.18.
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Source: USITC DataWeb/Census, accessed February 25, 2022.

Figure 6.3 U.S. merchandise imports, quarterly (Q), 2020-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.19.
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Source: USITC DataWeb/Census, accessed February 25, 2022.
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U.S. Merchandise Trade by Trading Partner

In 2021, the EU, as a single entity, was the United States’ top trading partner in terms of two-way
merchandise trade, followed by Canada, Mexico, China, and Japan. The United States had the largest

bilateral merchandise trade deficit with China (table 6.1).

Table 6.1 U.S. total merchandise trade with top five trading partners, 2021
In billions of dollars. Two-way trade is defined as exports plus imports.

Trading partner Two-way trade Total U.S. exports General U.S. imports

Trade balance

European Union 762.9 271.6 491.3
Canada 664.2 307.0 357.2
Mexico 661.2 276.5 384.7
China 657.4 151.1 506.4
Japan 210.1 75.0 135.1

-219.6
-50.2
-108.2
-355.3
-60.2

Source: USITC DataWeb/Census, accessed February 17, 2022.

Canada was the leading market for U.S. merchandise exports, followed by Mexico and the EU (figure
6.4). China remained the leading source of U.S. merchandise imports in 2021, followed by the EU,

Mexico, and Canada (figure 6.5).

Figure 6.4 Leading markets for U.S. merchandise total exports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found in

appendix table B.20.
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Figure 6.5 Leading sources for U.S. merchandise general imports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found in

appendix table B.21.
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Source: USITC DataWeb/Census, general imports, accessed February 25, 2022.

U.S. exports to all leading trade partners increased from 2020 to 2021. U.S. exports to India experienced
the largest percent increase in 2021 relative to 2020, growing by 48.2 percent, primarily driven by
energy-related products and minerals and metals. Mexico, Taiwan, China, and Canada also experienced
notable increases of more than 20 percent (table 6.2). Exports to FTA partners accounted for 46.8
percent of total U.S. exports ($821.4 billion) in 2021, increasing slightly from 45.5 percent in 2020.57

679 USITC DataWeb/Census, total exports, accessed February 17, 2022.
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Table 6.2 U.S. merchandise exports, by leading trading partners, annual, 2020-21
In billions of dollars and percentages.

Total exports, Total exports,
Total exports, Total exports, 2020-21, $ change 2020-21, %
Trading Partner 2020 (billion $) 2021 (billion $) (billion $) change
Canada 255.4 307.0 51.6 20.2
Mexico 211.5 276.5 65.0 30.7
NAFTA/USMCA trading 466.9 583.5 116.6 25.0
partners
Other FTA trading 182.0 237.9 55.9 30.7
partners
FTA partner total 648.9 821.4 172.5 26.6
European Union 231.2 271.6 40.4 17.5
China 124.5 151.1 26.6 21.4
Japan 63.8 75.0 11.2 17.6
United Kingdom 58.4 61.5 3.0 5.2
Taiwan 30.2 36.9 6.7 22.3
India 27.1 40.1 13.0 48.2
Vietnam 9.9 10.9 1.0 10.4
Other non-FTA trading 231.0 285.4 54.5 23.6
partners
Non-FTA trading 776.1 932.6 156.5 20.2
partner total
U.S. total exports 1,424.9 1,753.9 329.0 23.1

Source: USITC DataWeb/Census, accessed February 17, 2022.

U.S. imports from most leading trading partners also increased from 2020 to 2021. U.S. imports from
India experienced the largest percent increase relative to 2020 (43.1 percent), followed by Canada,
whose U.S. imports increased by 32.1 percent. U.S. imports from Vietnam and Taiwan experienced
significant increases in 2021, exceeding 20 percent (table 6.3). As in 2020, the increase in U.S. imports
from Vietnam and Taiwan largely came from the electronic products sector. Secondary drivers of the
increase in U.S. imports from these countries included miscellaneous manufactures and textiles and
apparel, and minerals and metals. Imports from U.S. FTA partners accounted for 34.2 percent of total
U.S. imports ($970.2 billion), increasing slightly from 33.7 percent in 2021.5%

680 YSITC DataWeb/Census, general imports, accessed February 17, 2022.
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Table 6.3 U.S. merchandise imports, by leading trading partners, annual, 2020-21
In billions of dollars and percentages.

Total imports, Total imports,
Total imports, Total imports, 2020-21, $ change 2020-21, %
Trading Partner 2020 (billion $) 2021 (billion $) (billion $) change
Canada 270.3 357.2 86.8 321
Mexico 325.2 384.7 59.5 18.3
NAFTA/USMCA trading 595.5 741.9 146.3 24.6
partners
Other FTA trading 191.8 228.3 36.5 19.0
partners
FTA partner total 787.3 970.2 182.9 23.2
European Union 415.5 491.3 75.8 18.2
China 434.7 506.4 71.6 16.5
Japan 119.5 135.1 15.6 13.1
United Kingdom 50.3 56.4 6.1 12.1
Taiwan 60.4 77.1 16.7 27.7
India 51.2 73.3 22.1 43.1
Vietnam 79.6 101.9 22.3 28.0
Other non-FTA trading 337.4 421.3 83.9 24.9
partners
Non-FTA trading 1,548.7 1,862.7 314.0 20.3
partner total
U.S. total imports 2,336.0 2,832.9 496.9 21.3

Source: USITC DataWeb/Census, general imports, accessed February 17, 2022.

U.S. Merchandise Trade by Product Category

Exports of chemical related products overtook electronics products by a small margin to become the
largest U.S. export sector in 2021. Chemical products and electronic products sectors together
contributed 32.8 percent of U.S. exports. Other top exports included transportation equipment (15.5
percent of total merchandise exports) and energy-related products (14.1 percent of total merchandise
exports). All sectors experienced an increase in the value of U.S. exports from 2020 to 2021, the largest
among them being the energy-related products, chemicals, and minerals and metals (table 6.4 and the
interactive dashboard).®8!

81 These merchandise sectors are defined by the Commission. Each USITC digest sector encompasses a number of
8-digit subheadings in the Harmonized Tariff Schedule of the United States (HTS), which classifies tradable goods.
The 11 sectors are agricultural products, forest products, chemicals and related products, energy-related products,
textiles and apparel, footwear, minerals and metals, machinery, transportation equipment, electronic products,
and miscellaneous manufactures. Digest sectors are further defined in USITC, Shifts in U.S. Merchandise Trade,
2021, June 2022; USITC DataWeb/Census, total exports, by USITC digest sector, accessed February 17, 2022.
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Table 6.4 U.S. merchandise exports, by USITC digest sector, 2020-21

In billions of dollars and percentages.

Change in total Change in total
Total exports, Total exports, exports, 2020-21, exports, 2020-21
Sector 2020 (billion $) 2021 (billion $) (billion $) (%)
Agricultural products 157.2 185.4 28.2 17.9
Forest products 33.5 39.7 6.2 18.6
Chemicals and related 229.2 289.1 59.9 26.1
products
Energy-related 156.5 247.5 91.0 58.1
products
Textiles and apparel 18.8 22.3 3.4 18.3
Footwear 1.1 1.1 0.0 1.0
Minerals and metals 128.3 169.7 414 32.2
Machinery 127.1 147.8 20.7 16.3
Transportation 243.0 272.3 29.3 12.0
equipment
Electronic products 253.2 285.8 32.5 12.9
Miscellaneous 35.9 42.1 6.2 17.1
manufactures
Special provisions 41.0 51.2 10.3 25.0
All sectors 1,424.9 1,753.9 329.0 23.1

Source: USITC DataWeb/Census, total exports, accessed February 17, 2022.

Note: The category “Special Provisions” represents trade receiving particular duty or quota treatment under HTS chapters 98 and 99. Each
USITC digest sector encompasses a number of HTS 8-digit subheadings. USITC digest sectors are listed and defined in USITC, Shifts in U.S.
Merchandise Trade, 2021, June 2022.

Electronic products and transportation equipment continued to be the top two sectors for U.S. imports
and together contributed 35.3 percent of 2021 U.S. imports. All sectors experienced significant growth
in U.S. merchandise imports, ranging from 11.8 (transportation equipment) to 74.1 percent (energy-
related products) relative to 2020 (table 6.5 and interactive dashboard).%%?

682 YSITC DataWeb/Census, general imports, by USITC digest sector, accessed February 17, 2022.
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Table 6.5 U.S. merchandise imports, by USITC digest sector, 2020-21

In billions of dollars and percentage.

Change in total Change in total
Total imports, Total imports, imports, 2020-21, imports, 2020-21

Sector 2020 (billion $) 2021 (billion $) (billion $) (%)
Agricultural products 163.3 193.8 30.4 18.6
Forest products 44.6 61.1 16.5 37.0
Chemicals and related 329.0 383.6 54.5 16.6
products
Energy-related 125.9 219.2 93.3 74.1
products
Textiles and apparel 127.6 144.6 16.9 13.3
Footwear 20.7 27.2 6.5 31.4
Minerals and metals 203.8 261.5 57.6 28.3
Machinery 204.8 248.4 43.6 21.3
Transportation 382.5 427.5 45.0 11.8
equipment
Electronic products 483.7 572.0 88.3 18.3
Miscellaneous 148.4 174.6 26.2 17.6
manufactures
Special provisions 101.7 119.5 17.9 17.6
All sectors 2,336.0 2,832.9 496.9 21.3

Source: USITC DataWeb/Census, general imports, accessed February 17, 2022.

Note: The category “Special Provisions” represents trade receiving particular duty or quota treatment under HTS chapters 98 and 99. Each
USITC digest sector encompasses a number of HTS 8-digit subheadings. USITC digest sectors are listed and defined in USITC, Shifts in U.S.
Merchandise Trade, 2021, June 2022.

Eleven of the 12 broad sectors that make up U.S. merchandise trade had a trade deficit in 2021.5% The
exception was the energy-related products sector, which reported a trade surplus of $28.2 billion in
2021, which was 7.8 percent lower than the surplus in 2020. The U.S. trade surplus in this sector was
bolstered by growing exports of liquified natural gas (LNG), with the United States becoming the third-
largest LNG supplier to Asia in 2021.%8% In comparison, the electronics sector reported the largest trade
deficit in 2021 ($286.2 billion), followed by transport equipment ($155.2 billion) and miscellaneous
manufactures ($132.5 billion).

U.S. Services Trade

Overview

U.S. two-way cross-border services trade increased by 12.6 percent to 1.3 trillion in 2021.5% While this
growth represents some recovery of U.S. services trade from 2020 lows, it still falls short of 2019 two-

583 Trade balances are calculated by subtracting sector imports (table 6.5) from sector exports (table 6.4) for a
given year. A positive trade balance, where exports exceed imports in a given category, is a trade surplus, whereas
a negative trade balance, where imports exceed exports in a given category, is a trade deficit.

683 E|A, “U.S. Exported Record Amounts of LNG in 2021,” March 28, 2022.

685 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. Beginning in the Year in
Trade 2020 report, U.S. cross-border trade in services information includes data on U.S. exports and imports of
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way trade ($1.5 trillion). U.S. total services exports grew 9.3 percent to $771 billion, while U.S. total
services imports grew 17.6 percent to $541 billion (figure 6.6). U.S. exports and imports in each of the
major services categories also experienced growth in 2021, for all categories except travel and
maintenance and repair services exports.®® The United States maintained a trade surplus in cross-
border trade in services of $230 billion in 2021.

Figure 6.6 U.S. total services trade, annual, 2019-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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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.

Quarterly trade data on U.S. cross-border services exports and imports show a steady increase in trade
flows over the year. In the first quarter (Q1) of 2020, the effects of the COVID-19 pandemic were
limited, so U.S. exports in Q1 2021 were smaller than the previous year. However, in the second through
fourth quarters of 2021, U.S. exports exceeded 2020 levels, reflecting recovery from lows experienced
during the COVID-19 pandemic (figure 6.7). Similarly, U.S. imports in 2021 exceeded 2020 levels for the
second through fourth quarters (figure 6.8).

government goods and services as well as private services, due to data suppression by BEA. Previous editions
included private services only.

686 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. Travel services include
both business and personal travel, including education and medical travel, and include all purchases of goods and
services by travelers while abroad. Maintenance and repair services not included elsewhere include services
performed by residents of one country on goods owned by residents of another country. USDOC, BEA, U.S.
International Trade in Goods and Services, February 2022; “Additional Information,” April 5, 2022.
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Figure 6.7 U.S. total services exports, quarterly (Q), 2020-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.23.
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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.

Figure 6.8 U.S. total services imports, quarterly (Q), 2020-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.24.
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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.
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U.S. Service Trade by Trading Partner

The EU as a whole was the United States’ largest trading partner in services in 2021. The UK, which has
not been a member of the EU since 2020, is the second-largest U.S. trading partner, followed by Canada,

Japan and Mexico (table 6.6).

Table 6.6 U.S. total services trade with top five trading partners, 2021
In billions of dollars. European Union (EU) data exclude the United Kingdom (UK).

Major trading partner Total trade U.S. total exports U.S. total imports Trade balance
European Union 325.1 192.3 132.8 59.6
United Kingdom 122.5 67.1 55.5 11.6
Canada 85.6 55.0 30.6 24.4
Japan 68.3 36.6 31.7 4.9
Mexico 57.6 29.9 27.7 2.3

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.
Note: Due to rounding and data limitations, individual trade flow figures may not add up to totals shown

In 2021, the top markets for U.S. services exports were the EU, the UK, Canada, Japan, and China (figure

6.9). Leading sources of U.S. services imports were the EU, the UK, Japan, Canada, and India (figure

6.10).

Figure 6.9 Leading markets for U.S. total services exports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found in

appendix table B.25.
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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.
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Figure 6.10 Leading markets for U.S. total services imports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); underlying data for this figure can be found in

¢

appendix table B.26.
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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.

U.S. Services Trade by Product Category

The largest category of services exports in 2021 was other business services, which represented 26.8
percent of total exports.®®” The next largest categories were financial services (21.3 percent) and the use
of intellectual property (IP) not included elsewhere (n.i.e.) (16.2 percent).®®® Between 2020 and 2021, all
U.S. services categories except travel and maintenance and repair services n.i.e. experienced growth in
exports. The strongest growth was in construction, transportation, and financial services (table 6.7).5%

587 The category of other business services includes research and development services, legal, accounting,
management consulting, managerial services, public relations, advertising, market research, architectural and
engineering, waste treatment, operational leasing, and trade-related services. USDOC, BEA, U.S. International
Trade in Goods and Services, January 2022; “Additional Information,” March 8, 2022.

588 The category of financial services includes financial intermediary and auxiliary services, except insurance,
typically provided by banks and financial institutions. Examples of services include securities brokerage and
underwriting, financial management, credit card services, securities lending, and electronic funds transfer. Charges
for the use of IP n.i.e. include the use of proprietary rights like patents, trademarks, copyright and franchises, and
charges for licenses to reproduce and distribute IP embodied in original products (books, software, motion pictures
and sound recordings). USDOC, BEA, U.S. International Trade in Goods and Services, January 2022; “Additional
Information,” March 8, 2022.

689 Construction services include services to create, renovate, repair or extend buildings, land improvements, and
civil engineering projects (roads, bridges). Transportation services move people and freight from one location to
another, and include both the mode of transportation (air, sea, rail, road, space, pipeline), and postal and courier
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For travel services, the 5.6 percent decline likely reflected continued travel restrictions during the
COVID-19 pandemic, as country-specific restrictions on entry into the United States were not lifted until
October 2021.%%° Growth in transportation services reflected increased maritime freight shipping costs
in addition to recovery from pandemic-related lows seen in 2020.5%!

All categories of U.S. services imports increased in 2021 relative to 2020. The largest category of U.S.
services imports in 2021 was other business services (23.4 percent), followed by transportation (19.4
percent) and travel and insurance services (both 10.7 percent of total imports). Travel and
transportation services imports experienced the strongest growth in 2021 relative to 2020, followed by
maintenance and repair services n.i.e. and personal, cultural, and recreational services.® The strong
growth in personal, cultural, and recreational services likely reflects demand for audiovisual services like
online streaming platforms, and online education services. While disaggregated data for 2021 are not
available, from 2019 to 2020, U.S. imports of audiovisual services and online education services
increased by 15.7 percent and 16.0 percent, respectively.®® Additionally, U.S. revenue from digital music
and video-on-demand grew overall compared to 2020, with 13.0 percent increase for digital music and
16.7 increase in video-on-demand.®*

services, cargo handling, storage and warehousing, and other auxiliary services. USDOC, BEA, U.S. International
Trade in Goods and Services, February 2022; “Additional Information,” April 5, 2022.

6% 86 Fed. Reg. 59603 (October 25, 2021).

91 paris, “Tight Capacity on Shipping Lines Brings Record Rates, Delays,” June 30, 2021.

892 personal, cultural, and recreational services include audiovisual services (production, end-user rights, and sales),
artistic-related services (set, costume, and lighting, live events, fees to artists and athletes) and online education,
telehealth, museums and gambling services.

693 USDOC, BEA, International Transactions, International Services, and International Investment Position Tables,
table 2.1; U.S. Trade in Services, by Type of Service, July 2, 2021.

9% Import growth may be most directly related to the digital music segment of the personal, cultural, and
recreational services trade category, as Swedish company Spotify captured 20 percent of all U.S. music streaming
usage in 2021. Statista, “Digital Media—United States,” November 2021; Statista, “Digital Music—United States,”
July 2021.
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Table 6.7 U.S. total services exports, by major category, annual, 2020-21
In billions of dollars and percentage. Due to seasonal adjustment and rounding, figures may not add up to total shown. N.i.e. =

not included elsewhere.

Absolute change Percentage
2020 2021 2020-21 change 2020-21
Sector (billion $) (billion $) (billion $) (%)
Maintenance and repair services n.i.e. 13.3 12.0 -1.2 -9.3
Transport 56.7 65.0 8.3 14.7
Travel 72.8 68.8 -4.1 -5.6
Construction 2.3 2.8 0.4 19.1
Insurance services 204 22.7 2.2 11.0
Financial services 144.3 164.1 19.7 13.7
Charges for the use of intellectual property 113.8 124.8 11.0 9.7
n.i.e.
Telecommunications, computer, and 56.7 58.1 1.5 2.6
information services
Other business services 183.2 206.5 23.4 12.8
Personal, cultural, and recreational services 20.4 23.0 2.5 12.3
Government goods and services n.i.e. 21.6 234 1.7 8.0
U.S. total services exports 705.6 771.2 65.6 9.3

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.

Table 6.8 U.S. total services imports, by major category, annual, 2020-21
In billions of dollars and percentage. Due to seasonal adjustment and rounding, figures may not add up to total shown. N.i.e. =

not included elsewhere.

Absolute change Percentage
2020 2021 2020-21 change 2020—-
Sector (billion $) (billion $) (billion $) 21 (%)
Maintenance and repair services n.i.e. 6.1 7.5 1.4 234
Transport 72.4 104.8 324 44.7
Travel 35.8 57.9 22.1 61.8
Construction 1.1 1.3 0.1 11.6
Insurance services 55.6 57.7 2.0 3.7
Financial services 42.3 45.0 2.7 6.4
Charges for the use of intellectual property n.i.e. 43.0 46.8 3.9 9.0
Telecommunications, computer, and information 38.6 41.4 2.8 7.2
services
Other business services 117.7 126.8 9.1 7.7
Personal, cultural, and recreational services 23.2 27.0 3.8 16.2
Government goods and services n.i.e. 24.6 25.2 0.6 2.5
U.S. total services imports 460.3 541.2 80.9 17.6

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.
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Developments with Selected Major Trading
Partners

European Union
U.S.-EU Trade Overview

In 2021, the EU was the largest U.S. merchandise trading partner in total trade.®®® U.S. merchandise
exports to the EU grew by 17.5 percent to $271.6 billion in 2021, while U.S. merchandise imports from
the EU grew by 18.2 percent to $491.3 billion in 2021, resulting in a bilateral U.S. merchandise trade
deficit of $219.6 billion (figure 6.11). The top U.S. exports to the EU included aircraft engines and parts
(522.7 billion), crude petroleum ($18.6 billion), and medicaments ($9.3 billion). The top U.S. imports
from the EU were medicaments ($29.9 billion), immunological products ($23.0 billion), and passenger
motor vehicles with cylinder capacity between 1,500 and 3,000 cubic centimeters (cc) ($18.2 billion).%%

In 2021, the EU was also the largest U.S. services trading partner. U.S. services exports to the EU
increased by 11.3 percent to $192.3 billion in 2021, while U.S. services imports from the EU grew by 19.3
percent to $132.8 billion in 2021, resulting in a bilateral U.S. services trade surplus of $59.6 billion
(figure 6.12). The top three U.S. services exports to the EU were other business services ($74.9 billion),
charges for IP use ($43.2 billion), and financial services ($30.8 billion). The leading services imports from
the EU were other business services ($33.0 billion), transport ($29.7 billion), and charges for IP use
($19.0 billion).%’

69 The UK formally withdrew from the EU on January 31, 2020. In this report, the EU refers to the remaining 27
member countries, and EU data exclude the UK for the entire time series.

6% USITC DataWeb/Census, total exports and general imports, accessed March 30, 2022.

697 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.
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Figure 6.11 U.S. merchandise trade with the EU, annual, 2017-21

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.17.
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Source: USITC DataWeb/Census, accessed February 17, 2022.
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Figure 6.12 U.S. total services trade with the EU, annual, 2017-21

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.22.
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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.
Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.

Major Trade Developments in 2021

This section summarizes major trade events in U.S.-EU trade relations during 2021. The United States
and the EU renewed their bilateral relationship through the establishment of the U.S.-EU Trade and
Technology Council and the relaunching of the U.S.-EU-Japan Trilateral partnership. Through continued
U.S. engagement during 2021, the EU determined to extend a deadline on U.S. implementation of new
animal product certificate requirements and made improvements in the issuing of biotechnology
approvals. The two major trade partners also worked to resolve longstanding issues concerning steel
and aluminum overcapacity, disputes over government subsidies to producers of large civil aircraft, and
digital services taxes.

e OnJanuary 13, 2021, USTR published a status update regarding the section 301 investigation into
the EU’s proposed digital services tax (DST), providing a summary of preliminary concerns. However,
given that the EU had not adopted a DST as of March 25, 2021, the U.S. Trade Representative
determined that it was appropriate to terminate the EU DST investigation and continue monitoring
the situation.®®® For more information, see chapters 2 and 4 of this report.

e OnJune 15, 2021, following a 17-year World Trade Organization (WTO) dispute, the United States
and the EU announced a cooperative framework for large civil aircraft disputes, which included the

698 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70.
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mutual suspension of countermeasures related to the dispute for five years beginning on July 11,
2021.%° The joint framework also established a working group to serve as a forum for ongoing
collaboration on this issue, including cooperation on nonmarket economies.’® For more
information, see chapter 3.

e The Joint U.S.-EU Statement on Trade in Steel and Aluminum was released on October 31, 2021,
announcing steps to (1) reestablish bilateral trade flows in these sectors; (2) create a technical
working group to further assess global challenges in overcapacity and related emissions; and (3)
negotiate a global arrangement to address carbon intensity.”® As part of this agreement, the United
States and the EU suspended tariffs and WTO dispute proceedings related to section 232 and certain
U.S. products, respectively. The agreement also established a tariff rate quota (TRQ) for U.S. imports
of steel from the EU, which was based on historically traded volumes to govern future bilateral trade
in these sectors.” For more information, see chapter 2.

e On November 17, 2021, the United States, the EU, and Japan reinforced their commitments to
addressing nonmarket policies and practices of third countries by agreeing to renew their trilateral
relationship and hold ministerial meetings shortly thereafter.”%3

Agriculture

Throughout 2021, the United States remained engaged with the EU on a range of agricultural trade
issues. In December 2020, the EU updated its animal health certification requirement—covering nearly
$500 million in potential U.S. exports of products of animal origin.”® Following months of bilateral
discussion, the EU twice extended the implementation deadline for these new certification
requirements to August 2021 and then to January 2022. 7% Such extensions provided more time for
relevant U.S. export verification programs to update certificate templates, and for further bilateral
discussions regarding U.S. concerns.

The EU, as part of a 2008 U.S. decision to suspend WTO arbitration proceedings associated with DS291:
European Communities—Measures Affecting the Approval and Marketing of Biotech Products,
previously agreed to hold semiannual consultations with the United States aimed at normalizing trade in
agricultural biotechnology products. However, in recent years significant delays in EU approvals of such
products had remained a barrier to U.S. market access. After consultations in June and December 2021,
the EU resumed regular scheduled meetings of the Standing and Appeals Committees responsible for
agricultural biotechnology approvals. As a result, EU committees issued 18 product approvals and
renewals in 2021, an increase from one approval in 2020.7%

699 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 23.

700 YSTR, “Joint U.S.-E.U. Cooperative Framework for Large Civil Aircraft,” June 15, 2021; USTR, “Understanding on
Principles Relating to Large Civil Aircraft,” June 15, 2021.

701 USTR, “Joint US-EU Statement on Trade in Steel and Aluminum,” October 31, 2021.

702 The TRQ went into effect on January 1, 2022. USTR, “Announcement of Actions on EU Imports Under Section
232,” October 31, 2021.

703 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 52.

704 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 147.

705 |n January 2022, the EU issued another set of changes to the requirements under the implementing regulation
governing changes to its animal health certifications. It also further extended the deadline for implementation on a
subset of products to June 15, 2022. USTR, 2022 National Trade Estimate Report, March 2022, 200.

706 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 152.
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Post-Brexit TRQs

On March 8, 2021, the United States announced the conclusion of negotiations with the UK and the EU
related to the post-Brexit allocation and functioning of the EU’s existing WTO TRQs. The EU’s initial TRQ
apportionment between the UK and the EU was based on pre-Brexit TRQ import quantities. The United
States negotiated separately with the EU and the UK for more favorable outcomes for products such as
pork, beef, rice and grape juice. By July 2021 and January 2022, the UK had implemented most of its
TRQs, in accordance with traditional timeframes used to administer the UK’s various TRQs. At the time
of writing, the EU TRQs were still being finalized.””’

Trade and Technology Council

In June 2021 at the U.S.-EU Summit in Brussels, the United States and the EU announced the creation of
the U.S.-EU Trade and Technology Council (TTC). The inaugural TTC ministerial meeting was held in
Pittsburgh, Pennsylvania, on September 29, 2021, during which 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 inaugural
meeting produced 10 working groups that covered a myriad of issues related to the major focus areas,
as well as five annexes identifying desired outcomes on the topics of investment screening, export

control cooperation, artificial intelligence, semiconductor supply chains, and global trade challenges.”®

Canada

U.S.-Canada Trade Overview

In 2021, Canada was the second-largest U.S. merchandise trading partner in total trade after the EU.
U.S. merchandise exports to Canada grew by 20.2 percent to $307.0 billion in 2021, while U.S.
merchandise imports from Canada grew by 32.1 percent to $357.2 billion in 2021, resulting in a bilateral
U.S. merchandise trade deficit of $50.2 billion (figure 6.13). The top U.S. exports to Canada included
motor vehicles for transporting goods not over 5 metric tons ($8.0 billion), crude petroleum ($7.7
billion), and light petroleum oils (57.5 billion). The top U.S. imports from Canada were crude petroleum
(576.0 billion), other coniferous wood ($10.8 billion), and passenger motor vehicles with spark-ignition
internal combustion engines over 3,000 cc ($9.6 billion).”®®

In 2021, Canada was the third-largest U.S. services trading partner. U.S. services exports to Canada
increased by 2.4 percent to $55.0 billion in 2021, while U.S. services imports from Canada grew by 4.5
percent to $30.6 billion in 2021, resulting in a bilateral U.S. services trade surplus of $24.4 billion (figure
6.14). The top three U.S. services exports to Canada were other business services ($17.6 billion),
financial services (510.8 billion), and charges for IP use ($7.7 billion). The leading services imports from

707 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 146—47; USTR, “USTR Announces
Conclusion of WTO Quota Negotiations with the European Union,” March 8, 2021.

708 USTR, “U.S.-EU Trade and Technology Council Inaugural Joint Statement,” September 29, 2021; USTR, 2022
Trade Policy Agenda and 2021 Annual Report, March 2022, 23; USTR, “U.S.-EU Common Principles for the 21st
Century Economy,” September 29, 2021.

709 USITC DataWeb/Census, total exports and general imports, accessed March 30, 2022.
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Canada were other business services ($9.2 billion), telecommunications, computer, and information
services ($5.9 billion), and transport ($5.6 billion).”°

Figure 6.13 U.S. merchandise trade with Canada, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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710 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.
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Figure 6.14 U.S. services trade with Canada, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
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Major Trade Developments in 2021

The major focus of the U.S.-Canada bilateral relationship in 2021 was the implementation of the dispute
settlement and enforceable labor provisions in the USMCA.”'! Other major developments included
changes to Canada’s sanitary and phytosanitary measures and digital services taxes.

Agricultural Supply Management

Following concerns raised by multiple WTO members in 2019 regarding Canada’s supply-management
systems used to regulate its dairy, chicken, turkey, and egg industries, the United States and Canada
held USMCA Chapter 31 consultations in 2020 to discuss Canada’s allocation of dairy tariff-rate quotas
(TRQs).”** After the parties failed to resolve the matter via consultations, the United States requested
and established a dispute settlement panel on May 25, 2021, which was subsequently composed on July

5,2021.7%3

During the October 2021 panel hearing, the United States argued that Canada reserved access to in-
guota dairy quantities exclusively for Canadian processors, ultimately undermining the ability of

"1 For more information about major developments under the USMCA, see chapter 5 of this report.

712 USITC, Year in Trade 2020, September 2021, 173.
713 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 79; USTR, “USMCA Dispute Panel To

Enforce Canada’s Dairy Commitments,” May 25, 2021.
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American producers to utilize the TRQs and access the Canadian market.”** The panel agreed with the
United States, and in its final report released in December 2021, found the allocation of Canada’s dairy
TRQ inconsistent with Article 3.A.2.11(b) of the USMCA not to “limit access to an allocation to
processors.” 7%

Sanitary and Phytosanitary Measures

Canada’s Seeds Act generally prohibits the sale or advertising for sale in Canada, or import into Canada,
of any variety of seed that is not registered with Canada’s Food Inspection Agency. U.S. producers have
expressed concern that the variety registration system administered by Canada’s Food Inspection
Agency is “slow and cumbersome, and disadvantages U.S. seed and grain exports to Canada.”’*® Under
the USMCA, parties made commitments to discuss issues related to seed regulatory systems and in
January 2021, Canada’s Food Inspection Agency announced that it would start seed regulatory
modernization efforts.”*” In March 2021, the U.S. Department of Agriculture Foreign Agricultural Service
encouraged U.S. farmers, seed industries, producer groups, commodity/value chain associations,
breeders, government organizations, and other special interest groups to participate in the Seed and
Seed Potato Regulation Modernization Survey announced by Canada’s Food Inspection Agency.”8

Solar Photovoltaic Products

In late 2020, Canada requested USMCA Chapter 31 consultations with the United States concerning the
implementation of a 2018 safeguard measure on imports of certain crystalline silicon photovoltaic cells
(whether or not partially or fully assembled into other products) into the United States.”®® Canada
alleged that the safeguard implementation actions violate the USMCA’s provisions on U.S. trade
remedies applied to Canadian imports, which state that safeguard measures cannot be applied to
imports from Canada if those imports did not account for both a substantial share of total imports and
contribute to serious injury of U.S. industry.”?°

The United States and Canada held consultations in the matter on January 28, 2021, but they failed to
resolve the dispute. Canada then requested the establishment of a USMCA Chapter 31 dispute
settlement panel. In its panel request and subsequent written submissions, Canada alleged that the
President’s decision in 2018 to include Canadian products in the safeguard measure was inconsistent
with USMCA Articles 10.2.1, 10.2.2, 10.2.5(b), 10.3, and 2.4.2. Canada also alleged that section 312 of

714 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 79.

715 0n March 2, 2022, in response to the findings of the USMCA panel, Global Affairs Canada began public
consultations concerning proposed changes to its USMCA dairy TRQs. On May 16, 2022, Canada published the
changes as final and, having rejected these changes, the United States requested dispute settlement consultations
with Canada for the second time under USMCA on May 2, 2022. TAS e-Filing, “Public Reading Room, Disputes,
Dairy TRQ Allocation Measures, Docket Filing #23,” January 4, 2022; USTR, “Second USMCA Dispute on Canadian
Dairy TRQs,” May 25, 2022; USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 79. For more
information on the USMCA developments in 2021, see chapter 5 of this report.

718 USTR, 2022 National Trade Estimate Report, March 2022, 80.

717 USTR, 2022 National Trade Estimate Report, March 2022, 80.

718 USDA, FAS, Canada Announces Seed Regulatory Modernization Review, by Philip Hayes, March 3, 2021.

719 proclamation No. 9693, 83 Fed. Reg. 3541 (January 25, 2018); USITC, Crystalline Silicon Photovoltaic Cells
Volume 1, November 2017; USITC, Crystalline Silicon Photovoltaic Cells Volume 2, November 2017.

720 Government of Canada, “United States Solar Products Safeguard Consultations Request,” January 6, 2021.
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the USMCA Implementation Act (19 U.S.C. § 4552), which provides the President with definitive
authority to determine whether to exclude USMCA parties from safeguard actions, is inconsistent with
Article 10.3 of the USMCA. The Panel was composed on August 3, 2021, and as of December 2021, panel
proceedings were ongoing.”*

Barriers to Digital Trade and Digital Services Taxation

In September 2021, the Province of Quebec adopted a law that amends its data protection

regime.”? The law limits the data transfers outside of Quebec to jurisdictions with data protection
regimes deemed equivalent to Quebec’s. Furthermore, on October 8, 2021, Canada joined the
Organisation for Economic Co-operation and Development/Group of Twenty (OECD/G20) Statement on
a “Two-Pillar Solution to Address the Tax Challenges Arising from the Digitalisation of the Economy,”
which called for all parties to commit not to introduce digital services taxes (DSTs).”?® However, the
Canadian Government published draft legislation for a unilateral DST on December 14, 2021.72* USTR
has indicated that the United States is committed to monitoring the implementation of the law—which
is to be phased in over the next three years—for possible inconsistencies with USMCA commitments,
such as restrictions of cross-border data transfer.”>

Mexico

U.S.-Mexico Trade Overview

In 2021, Mexico was the third-largest partner in total U.S. merchandise trade. U.S. merchandise exports
to Mexico increased by 30.7 percent to $276.5 billion in 2021, while U.S. merchandise imports from
Mexico increased by 18.3 percent to $384.7 billion in 2021, resulting in a U.S. merchandise trade deficit
of $108.2 billion (figure 6.15). U.S. top exports to Mexico included light oils (515.3 billion), petroleum
oils other than crude ($12.0 billion), and natural gas ($10.6 billion). U.S. top imports from Mexico were
computers ($25.3 billion), passenger motor vehicles with spark-ignition internal combustion engines
between 1,500 cc (cubic centimeters) and 3,000 cc ($18.2 billion), and motor vehicles for transporting
goods not over 5 metric tons ($16.7 billion).”®

In 2021, Mexico was the fifth-largest partner in U.S. cross-border services trade. U.S. services exports to
Mexico increased by 27.7 percent to $29.9 billion in 2021, while U.S. services imports from Mexico
increased by 60.6 percent to $27.7 billion in 2021, resulting in U.S. services trade surplus of $2.3 billion
(figure 6.16). The top three U.S. services exports to Mexico were travel ($10.6 billion), other business

721 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 80-81. On February 15, 2022, Canada
announced that the USMCA Chapter 31 dispute settlement panel found in favor of Canada in the solar dispute, and
USTR negotiated a suspension of the safeguard measure with Canada. Shumkov, “Canada Wins Solar Tariffs
Dispute with US,” February 16, 2022.

722 USTR, 2022 National Trade Estimate Report, March 2022, 82.

723 USTR, 2022 National Trade Estimate Report, March 2022, 82. For more information on the OECD/G20 Inclusive
Framework on Base Erosion and Profit Shifting (BEPS), see chapter 4 of this report.

724 Canada’s proposed DST was open to public comment until February 22, 2022. Government of Canada,
Department of Finance, “Canadian DST Proposal,” December 2021.

725 USTR, 2022 National Trade Estimate Report, March 2022, 82.

726 USITC DataWeb/Census, total exports and general imports, accessed February 25, 2022.
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services ($6.0 billion), and financial services ($3.2 billion). The leading services imports from Mexico
were travel (516.8 billion), transport ($4.9 billion), and other business services ($3.2 billion).”*’

Figure 6.15 U.S. merchandise trade with Mexico, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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727.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.
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Figure 6.16 U.S. total services trade with Mexico, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.

Major Trade Developments in 2021

This section summarizes major trade events in U.S.-Mexico trade relations during 2021. Although the
major focus was the implementation of the USMCA (see chapter 5), another major event was the
relaunching of the U.S.-Mexico High-Level Economic Dialogue (HLED) by the United States and Mexico.
The HLED is described as an opportunity to build on the USMCA, institutionalize an economic
relationship, and create an institutional forum where areas of disagreement can be addressed in a
collaborative manner. In addition, this section discusses recent energy reforms regarding the legal
treatment of state companies in Mexico’s energy sector and the potential barriers for U.S. investors in
energy-related products. Further details on these two major developments are provided below.

Other major trade developments in 2021 between the United States and Mexico included:

e During 2021, the United States initiated the Rapid Response Mechanism (RRM) under the USMCA in
two cases. In the first case the United States initiated the RRM seeking review of alleged denial of
rights at a General Motors facility in Silao, Mexico. This marked the first self-initiated labor
enforcement action by the United States under a free trade agreement. In the second case, the
United States initiated the RRM in seeking review of alleged denial of rights at the Tridonex
automotive parts facility in Matamoros, Mexico. The United States initiated the RRM in response to
a joint petition filed by labor unions in the United States and Mexico.”?® For more detailed discussion

728 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 42.

186 | www.usitc.gov



Chapter 6: U.S. Trade in 2021

of these disputes, see the Dispute Settlement segment in the USMCA section of chapter 5 in this
report.

e |n May 2021, Mexico drafted a proposal to modify an implementing measure which lists the organic
products classified under the 10-digit Harmonized System (HS) statistical reporting number
descriptions that would be required to show certification under Mexico’s Organic Products Law
(LPO) in order to be imported as an organic product into the Mexican market. The modification
extended the deadline for imported organic products listed in the implementing measure to comply
with the LPO from June 2021 to January 2022.7%

High-Level Economic Dialogue

The U.S.-Mexico High-Level Economic Dialogue (HLED) was established in 2013 but was suspended
during the Trump administration. On June 8, 2021, the governments of the United States and Mexico
announced that they had agreed to hold a HLED in September—fulfilling their March 2021 commitment
to revive this forum with the aim of expanding bilateral economic cooperation and collaboration.”®

According to the White House, the “HLED advances strategic economic and commercial priorities for
both countries, with the shared goal of fostering economic development and growth, job creation,
global competitiveness, and reduction of poverty and inequality.””3! The proposed agenda included
trade facilitation, telecommunications and interconnectivity, and supply chain resiliency. The relaunched
HLED has four pillars, (1) Build Back Together, (2) Promoting Sustainable Economic and Social
Development in Southern Mexico and Central America, (3) Securing the Tools for Future Prosperity, and
(4) Investing in Our People. The HLED proposed agenda indicated that the United States and Mexico will
build back from the impact of the global pandemic, promote inclusive trade and investment, prepare
workforces for the future, and strengthen regional supply chains.”? Further, the United States and
Mexico agreed to engage with the civil society, private sector, academia, and other nongovernmental
organizations to solicit contributions to the HLED. The statement notes that the HLED will foster an open
dialogue that values inclusion and diverse points of view that will ensure transparency in decision-
making.”*® Following the conclusion of the HLED on September 9, 2021, Ambassador Tai noted that it,
“underscores the importance and breadth of the economic relationship between [the] two countries,
[and that] this work is as an important complement to [the] bilateral cooperation in other areas.””3

Energy Reforms

On March 9, 2021, Mexico’s President signed into law the Decree that Amends and Adds Various
Provisions to the Electric Industry Law (Electricity Reform).”> The Electricity Reform prioritizes the
dispatch of electricity generated by the state-owned Federal Electricity Commission (CFE) over private

729 USDA, FAS, Update to Mexico LPO Compliance, May 11, 2021. For more information on the Measure that
establishes the merchandise whose importation is subject to regulation by the Secretariat of Agriculture and Rural
Development, see USITC, Year in Trade 2020, September 2021.

730 White House, “Fact Sheet: U.S.-Mexico Bilateral Cooperation,” June 8, 2021.

731 White House, “Fact Sheet: U.S.-Mexico HLED,” September 9, 2021.

732 White House, “Fact Sheet: U.S.-Mexico HLED,” September 9, 2021.

733 White House, “Fact Sheet: U.S.-Mexico HLED,” September 9, 2021.

734 USTR, “Ambassador Tai Statement on Re-Launch of U.S.-Mexico HLED,” September 9, 2021.

735 USTR, 2022 National Trade Estimate Report, March 2022, 354. See Government of Mexico, Decree That Amends
and Adds Various Provisions to the Electric Industry Law, March 9, 2021.
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options, including U.S. renewable energy companies with investments in Mexico. In response, the
United States has expressed concern over the closure by Mexican authorities of numerous U.S. investor-
owned fuel terminals near the border affecting fuel trade and, “continues to analyze these actions and
measures for consistency with Mexico’s USMCA obligations.” 7%

Prior to the Electricity Reform, the Electric Industry Law’®” allowed access to the grid based on power
generation costs with priority to the least expensive generated electricity. However, the Electricity
Reform prioritizes the energy produced by the CFE plants, regardless of generation costs, as follows:
first, energy produced by hydroelectric facilities owned by CFE; second, energy generated by other CFE
generation facilities such as nuclear, geothermal, and thermoelectric; third, privately owned wind and
solar energy; and finally, privately owned generators with other energy generation technologies. The
CFE is the main owner and operator of hydroelectric facilities in the country, while the other CFE
facilities that generate electricity are mostly fuel-based.”® The Electricity Reform also provides the
government the ability to revoke permits for power purchase agreements between private entities and
authorizes CFE to renegotiate its independent power purchase agreements with private generators.
Although the Mexican Supreme Court subsequently enjoined the law for constitutional review when the
Mexican Federal Economic Competition Commission (COFECE) challenged the law, a proposed
constitutional amendment could supersede such review.”*

On September 30, 2021, the President of Mexico sent a constitutional reform proposal to Mexico’s
Chamber of Deputies that would amend articles 25, 27, and 28 of the Mexican Constitution, which
govern the Mexican energy sector (Reform Initiative).”® If passed, the Reform Initiative would transform
the electricity sector in Mexico by leaving control of the sector to the state and imposing several
restrictions to private investment.” Although the Reform Initiative addresses Mexico’s energy and
renewables sector, the initiative impacts the entire hydrocarbon sector value chain as well. The Reform
Initiative would cancel all power generation permits and power purchase agreements currently in place.
Further, CFE would have a constitutional right to generate at least 54 percent of Mexico’s energy, so
that, at most, 46 percent will be left for private sector participation. The CFE and PEMEX, would then be
considered government entities, rather than productive state companies.”*? Mexico’s Chamber of
Deputies voted against the Reform Initiative on April 17, 2022.74

736 USTR, 2022 National Trade Estimate Report, March 2022, 354,

737 Government of Mexico, Electric Industry Law, August 11, 2014.

738 Government of Mexico, Decree That Amends and Adds Various Provisions to the Electric Industry Law, March 9,
2021.

739 USTR, 2022 National Trade Estimate Report, March 2022, 354.

740 Government of Mexico, Federal Executive Initiative, October 1, 2021.

741 The legislation of 2013 amended the Mexican constitution to allow private sector participation in Mexico’s oil
and gas sector; to enter into contracts, including profit-sharing, production-sharing, and license contracts, with the
government, or with the state-owned petroleum company Pemex for the exploration and extraction of
hydrocarbons; as well as to allows private companies to participate in Mexico’s refining, petrochemicals, transport,
retail, and supply of energy products. See Government of Mexico, “Decree That Amends and Adds Various
Provisions of the Political Constitution in Energy Matters,” December 20, 2013.

742 Government of Mexico, Federal Executive Initiative, October 1, 2021.

743 Government of Mexico, Chamber of Deputies, “Plenary Chamber Rejects Ruling on Energy and Access to
Electricity,” April 17, 2022. On March 25, 2022, during a virtual roundtable convened by USTR, members of
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Regarding the hydrocarbons industry, on May 19, 2021, the Mexican government published the Decree
that reforms the Hydrocarbons Law of August 11, 2014.7%* The Decree gives the state-owned oil
company PEMEX increased control over Mexico’s fuel market and gives the government authority to
revoke existing permits held by private firms when national security, energy security, or the economy
are at risk.”® The Decree also terminated the authorities of the Energy Regulatory Commission to
enforce regulation in the hydrocarbon, petroleum products, and petrochemical markets.”*® As affected
investors filed injunctions, Mexican federal courts enjoined the law for review. The U.S. Government
reportedly is highly concerned about these developments and continues to monitor the situation.”’

China

U.S.-China Trade Overview

In 2021, China was the fourth-largest U.S. merchandise trading partner in total trade. U.S. merchandise
exports to China grew by 21.4 percent to $151.1 billion in 2021, while U.S. merchandise imports from
China grew by 16.5 percent to $506.4 billion in 2021, resulting in a bilateral U.S. merchandise trade
deficit of $355.3 billion (figure 6.17). The top U.S. exports to China included soybeans ($14.1 billion),
processors and controllers ($9.7 billion), and crude petroleum ($5.9 billion). The top U.S. imports from
China were portable computers and tablets ($55.7 billion), cellphones ($48.0 billion), and wheeled and
other toys ($14.6 billion).”®

In 2021, China was the sixth-largest U.S. services trading partner. U.S. services exports to China fell by
10.4 percent to $36.2 billion in 2021, while U.S. services imports from China grew by 33.3 percent to
$20.8 billion in 2021, resulting in a bilateral U.S. services trade surplus of $15.4 billion (figure 6.18). The
top three U.S. services exports to China were charges for IP use ($9.1 billion), travel ($8.4 billion), and
financial services ($4.6 billion). The leading services imports from China were transport ($8.5 billion),
other business services ($8.2 billion), and financial services ($1.2 billion).”*

Congress, environmental nongovernmental organizations, business associations, and U.S. companies discussed the
development in Mexico’s energy sector. Among the issues discussed were the 2021 changes to Mexico Electric
Power Industry Law, permit delays for renewable energy installations, and closures of numerous fuel terminals
near the U.S. border. USTR Ambassador Tai “noted that Mexico's energy policies damage the environment, U.S.
business and investor interests in multiple sectors, and hamper joint efforts to mitigate climate change.
Ambassador Tai concluded that she would take the input shared today into account as USTR continues to analyze
Mexico's compliance with its USMCA obligations.” See USTR, “Readout of Roundtable on Issues in Mexican Energy
Sector,” March 25, 2022.

744 Government of Mexico, “Decree Amended the Thirteenth Transitory Article of the Hydrocarbons Law,” May 19,
2021.

745 USTR, 2022 National Trade Estimate Report, March 2022, 354,

746 Government of Mexico, “Decree Amended the Thirteenth Transitory Article of the Hydrocarbons Law,” May 19,
2021.

747 USTR, 2022 National Trade Estimate Report, March 2022, 354.

748 USITC DataWeb/Census, total exports and general imports, accessed March 30, 2022.

743 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.
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Figure 6.17 U.S. merchandise trade with China, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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Source: USITC DataWeb/Census, accessed February 17, 2022.

Figure 6.18 U.S. total services trade with China, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.
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Major Trade Developments in 2021

This section summarizes the major trade events in the U.S.-China trade relations in 2021. During the
year, two major focuses were the efforts to implement 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. Further details on these two major developments are
provided below.

Other major trade developments in 2021 between the United States and China included:

e On March 10, 2021, the U.S. Trade Representative extended the tariff exclusions on about 99
categories of medical-care products from China until September 30, 2021, to support the efforts
in combating the transmission of COVID-19 during the pandemic.”® On September 16, 2021,
China’s Ministry of Finance announced the extension of a tariff exemption on 81 products from
the United States until April 16, 2022. The products include certain kinds of shrimp, timber,
microscopes, electric vehicle batteries, and medical testing equipment.’?

e |nearly 2018, the United States imposed the solar safeguard measure to help U.S. domestic
solar industry adjust to import competition, mainly due to excess solar cell and module capacity
by Chinese producers in China and around the world, and complicated by China’s nonmarket
practices.”? In July 2019, China requested the establishment of a WTO panel challenging the
U.S. solar safeguard measure. On September 2, 2021, a WTO dispute settlement panel issued a
report to WTO members rejecting all of China’s claims challenging a U.S. safeguard measure
imposed in February 2018 on imports of certain solar cells and modules. On September 16,
2021, China notified the WTO Dispute Settlement Body of its decision to appeal to the WTO
Appellate Body certain issues of law and legal interpretation in the panel report.”?

Efforts to Implement the U.S.-China “"Phase One” Agreement

On January 15, 2020, the United States and China signed an economic and trade agreement, known as
the “Phase One Agreement.” This Phase One Agreement requires structural reforms and other changes
to China’s economic and trade regime in the areas of (1) IP, (2) technology transfer, (3) agriculture, (4)
financial services, and (5) currency and foreign exchange. It also includes commitments from China to
import various U.S. goods and services in 2020 and 2021 in a total amount that exceeds China’s annual
level of imports for those goods and services in 2017 by no less than $200 billion.”* According to
analysis from the Peterson Institute for International Economics, from January 2020 through December
2021, China's purchases of all covered products reached about 60 percent of its commitment under the
“Phase One” Agreement.” In particular, China’s purchases of covered agricultural products,
manufacturing products and energy-related products reached 77 percent, 61 percent and 47 percent,

750 86 Fed. Reg. 13785 (March 10, 2021).

751 Government of China, Ministry of Finance, “The Customs Tariff Commission of the State Council Announces the
List of the 5th Tariff Exemptions on Products from the United States,” September 16, 2021.

752 USTR, “WTO Panel Rejects China’s Solar Safeguard Challenge,” September 2, 2021.

753 WTO, “DS562: United States,” accessed March 29, 2022. For further information on WTO disputes, see chapter
3 of this report. See also USTR, “WTO Panel Rejects China’s Solar Safeguard Challenge,” September 2, 2021.

754 USTR, U.S.-China Economic and Trade Agreements, accessed April 3, 2022.

755 Bown, US-China Phase One Tracker, March 11, 2022.

United States International Trade Commission | 191



Year in Trade, 2021

respectively, of its commitment under the Agreement.”*® However, China ‘s imports of certain U.S.
products, including meat and poultry products, and corn, still exceeded 2020 levels and reached record
highs in 2021.7°” Beyond the purchase commitments discussed above, limited progress has been made
in implementing the structural reforms and other changes to China’s economic and trade regime, as
outlined in the Phase One Agreement.”® On the other hand, some Phase One commitments have
reportedly resulted in changes for U.S. firms operating in China. For example, in 2021, multiple U.S.
banks including Goldman Sachs and J.P. Morgan, received approval to launch wholly owned China-based
securities firms as a result of the elimination of the foreign ownership cap on futures companies under
the Phase One Agreement.”®

USTR announced in October 2021 that it will continue working to enforce the terms in the “Phase One”
Agreement.”® In addition, USTR indicated that it would also raise broader concerns with China’s non-
market policies and practices, noting that the United States continues “to have serious concerns with
China that were not addressed in the Phase One deal, specifically related to its state-centered and
nonmarket trade practices including Beijing’s nonmarket policies and practices that distort competition
by propping up state-owned enterprises, limiting market access, and other coercive and predatory
practices in trade and technology.””®! Furthermore, USTR stated the intention for the United States to
work with allies and partners, including the G7, the U.S.-EU Summit, the Quad, the OECD, and the U.S.-
EU Trade and Technology Council, to collectively promote a fair and competitive global market.”®?

Import Ban on Products from China’s Xinjiang Region

In 2021, the U.S. government took various measures to prohibit the importation of goods produced by
forced or convict labor in China’s Xinjiang region. On January 13, 2021, U.S. Customs and Border
Protection issued several withhold release orders (WROs) pursuant to section 307 of the Tariff Act of
1930, according to evidence of the use of forced labor in Xinjiang, including a region-wide WRO on

756 The statistics are calculated using Chinese import statistics. China’s purchases of covered agricultural products,
manufacturing products, and energy products reached 83 percent, 59 percent and 37 percent, respectively, of its
commitment under the Agreement, if calculated using U.S. export statistics. Bown, US-China Phase One Tracker,
March 11, 2022.

757 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 146.

758 CRS, Phase One Progress Limited for US Horticultural Products, August 9, 2021; USDA, “Actuality,” March 5,
2021; USDA, “Continued Focus on U.S.-China Phase One Commitments,” January 10, 2022; USTR, “Ambassador Tai
Remarks on Biden-Harris Administration’s “New Approach to the U.S.-China Trade Relationship,” October 4, 2021;
USTR, “Tai Testimony on the President’s 2022 Trade Policy Agenda,” March 30, 2022.

759 Goldman Sachs, “Goldman Sachs Receives Approval for Full Ownership of China Joint Venture,” October 17,
2021; J.P. Morgan, “J.P. Morgan Receives Approval from the China Securities Regulatory Commission,” August 6,
2022.

780 USTR, “Fact Sheet: New Approach to the U.S.-China Trade Relationship,” October 4, 2021.

761 USTR, “Fact Sheet: New Approach to the U.S.-China Trade Relationship,” October 4, 2021.

762 The Quad, officially the Quadrilateral Security Dialogue, is a group of four countries: the United States,
Australia, India, and Japan, which engage on issues relating to security, economics, and health. USTR, “Fact Sheet:
New Approach to the U.S.-China Trade Relationship,” October 4, 2021; CFR, “The Quad in the Indo-Pacific,” May
27,2021.
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cotton and tomato products from Xinjiang.”®® The scope of this WRO includes not only cotton and
tomatoes, but also downstream products that use such commodities as intermediary inputs.”%

On July 13, 2021, the United States issued an updated Xinjiang Supply Chain Business Advisory for U.S.
businesses which have supply chains and investment links to China’s Xinjiang region.”® The advisory
highlights information “related to widespread, state-sponsored forced labor and intrusive surveillance in
and related to Xinjiang,” in particular “forced labor in the Xinjiang silicon and polysilicon supply chain
and the prevalence of inputs sourced from Xinjiang.”’® The advisory also summarizes actions taken by
the U.S. government to counter the use of forced labor in China’s Xinjiang region, as well as to prohibit
the importation of goods produced in whole or in part with forced or convict labor.”®’

On December 23, 2021, President Biden signed into law the “Uyghur Forced Labor Prevention Act.” 768

The Act aims to “prevent goods made with forced labor in Xinjiang from entering U.S. markets and to
further promote accountability for persons and entities responsible for these abuses.””® In particular,
the Act establishes a rebuttal presumption that “all goods, wares, articles, and merchandise mined,
produced, or manufactured wholly or in part in the Xinjiang Uyghur Autonomous Region of China, or by
persons working with the Xinjiang Uyghur Autonomous Region government for purposes of the ‘poverty
alleviation’ program or the ‘pairing-assistance’ program” would be considered as produced with forced
labor and therefore prohibited from entering the United States under section 307 of the Tariff Act of
1930.77°

Japan

U.S.-Japan Trade Overview

In 2021, Japan was the fifth-largest U.S. merchandise trading partner in total trade. U.S. merchandise
exports to Japan rose 17.6 percent from 2020 to $75.0 billion in 2021, while U.S. merchandise imports
from Japan rose by 13.1 percent to $135.1 billion in 2021, resulting in a $60.2 billion trade deficit (figure
6.19). The leading U.S. exports to Japan in 2021 were liquified propane ($6.1 billion), aircraft and aircraft
engines and parts ($3.2 billion), and corn ($3.2 billion). The leading U.S. imports from Japan in 2021
were passenger motor vehicles with cylinder capacity between 1,500 and 3,000 cc ($18.2 billion),
passenger motor vehicles with cylinder capacity greater than 3,000 cc ($8.6 billion), and hybrid
passenger motor vehicles ($3.8 billion).””?

783 USTR, 2022 National Trade Estimate Report, March 2022, 118.

784 USTR, 2022 National Trade Estimate Report, March 2022, 118.

765 USTR, 2022 National Trade Estimate Report, March 2022, 118. USDOS, “Xinjiang Supply Chain Business
Advisory,” accessed April 3, 2022.

766 USDOS, “Xinjiang Supply Chain Business Advisory,” accessed April 3, 2022.

767 USTR, 2022 National Trade Estimate Report, March 2022, 118.

768 The Uyghur Forced Labor Prevention Act entered into force on June 21, 2022. CBP, “Uyghur Forced Labor
Prevention Act,” June 28, 2022.

789 USDOS, “The Signing of the Uyghur Forced Labor Prevention Act,” December 23, 2021.

770. Pub. L. 117-78, § 2, 135 Stat. 1525 (amending 22 U.S.C. § 6901); USTR, 2022 National Trade Estimate Report,
March 2022, 118.

771 USITC DataWeb/Census, total exports and general imports, accessed March 1, 2022.
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In 2021, Japan was the fourth-largest trading partner in U.S. cross-border services trade. Levels of U.S.
services exports to Japan as well as services imports from Japan were relatively constant from 2020 to
2021. Exports to Japan fell by 3.2 percent to $36.6 billion, and imports from Japan rose by 2.6 percent to
$31.7 billion in 2021 (figure 6.20). The resulting trade surplus fell 29.1 percent to $4.9 billion. The top
U.S. services exports to Japan in 2021 were other business services (9.4 billion), charges for IP use ($5.9
billion), and financial services ($5.5 billion). The leading services imports from Japan in 2021 were
transport ($9.2 billion), charges for IP use ($8.4 billion), and government goods and services ($5.0

billion).””?

Figure 6.19 U.S. merchandise trade with Japan, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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Source: USITC DataWeb/Census, accessed February 17, 2022.

772 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.
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Figure 6.20 U.S. services trade with Japan, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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International Transactions, Expanded by Area and Country, March 25, 2022.
Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.

Major Trade Developments in 2021

This section summarizes the major trade events in U.S.-Japan trade relations in 2021. There were several
ministerial-level engagements throughout the year that addressed cooperation on multilateral and
bilateral issues. These engagements culminated in the launch of the U.S.-Japan Partnership on Trade and
renewal of a Trilateral partnership with the EU in November. There were several agriculture-related
developments in 2021, including consultations following the trigger of the beef safeguard under the
U.S.-Japan Trade Agreement (USITA).

Other significant trade developments between the United States and Japan in 2021 include:

e In November, the United States and Japan began consultations to address global steel and
aluminum capacity, including impacts of nonmarket excess capacity.”’? At yearend 2021,
consultations were still ongoing.””

e In 2021 there were improvements in market access for some U.S. agricultural products. In
April 2021, Japan lifted a mandatory aflatoxin inspection requirement for imports of U.S.

walnuts for the first time since it was implemented in 2004.77° In August 2021, Japan

7713 USTR, “U.S.-Japan Work on Global Steel and Aluminum Excess Capacity,” November 12, 2021.

77% Ambassador Tai and U.S. Secretary of Commerce Raimondo announced a new 232 tariff agreement with Japan
in early 2022. USTR, “Tai, Raimondo Statements on 232 Tariff Agreement with Japan,” February 7, 2022.

775 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 147.
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granted market access for imported U.S. Japanese plums; previously market access was
limited to the European plum.””®

The following sections discuss other major trade developments in greater detail, including agricultural
issues and multilateral cooperation.

Agriculture under the U.S.-Japan Trade Agreement

The U.S.-Japan Trade Agreement (USJTA), which entered into force on January 1, 2020, gives expanded
market access for U.S. agricultural products in Japan. ’”’ This expanded market access covers over 90
percent of U.S. food and agricultural products imported by Japan. Provisions provide preferential access
for these products through either immediate elimination of tariffs, staged tariff eliminations, reduction
on import mark-ups, reduced tariffs, or a country-specific quota. The agreement also specifies limited
use of safeguard actions by Japan.””®

Japan is a top market for U.S. beef exports. Under the USITA, the Japanese tariff on imports of fresh,
chilled, and frozen beef from the United States will be reduced from 38.5 percent to 9 percent over 15
years, which is equivalent to the tariff treatment under the Comprehensive and Progressive Agreement
for Trans-Pacific Partnership. Under the USJTA, a safeguard allows Japan to temporarily increase tariffs if
imports surpass a specific trigger level that increases annually.””® Japan announced that U.S. beef
imports exceeded the safeguard trigger level on March 10, 2021, and temporarily increased tariffs levels
for a 30-day period.”®° The trigger also led to consultations between the two countries throughout
2021.78

The USJTA includes nine TRQs for select U.S. agricultural products that provide duty-free or reduced-
duty market access.”® The nine products are: wheat; wheat products; malt, roasted; malt, not roasted;
processed cheese; whey; glucose and fructose; corn and potato starch; and inulin.”®® Many of these

776 Japanese plums (Prunus salicina) and European plums (Prunus domestica) are different species of plums. U.S.
European plums were granted access to the Japanese market in 2001. USDA, FAS, Japan Grants Market Access for
US Japanese Plums, August 20, 2021.

777 Proclamation No. 9974, December 26, 2019.

778 USTR, “Fact Sheet on U.S.-Japan Trade Agreement,” September 2019; USITC, Year in Trade 2019, August 2020.
779 The safeguard volume is measured by Japan fiscal year, which runs April 1-March 31. Triggering the safeguard
leads to a temporary increase in tariffs, where the duration depends on the date the safeguard level was passed.
780 The safeguard level established in Year 2 of the USITA was 242,000 metric tons (MT). On March 17, 2021, Japan
Customs announced that Japan’s imports of U.S. beef from April 1, 2020 to March 10, 2021 exceeded the
safeguard level by reaching 242,229 MT and triggered a temporary increase in the tariff from 25.8 percent to 38.5
percent. USDA, FAS, Tariffs on US Beef Rise as USJTA Safeguard Triggers, by Aki Imaizumi, March 16, 2021.

781 The United States and Japan reached an agreement to a new three-trigger safeguard mechanism under the
USJTA on March 25, 2022. USDA, FAS, “U.S., Japan Reach Deal on Beef Tariff Safeguard,” March 24, 2022.

782 TRQs provide duty-free access for: glucose and fructose; wheat; mixes, doughs, and cake mixes; malt, not
roasted; malt, roasted; corn and potato starch; and inulin. Wheat is subject a price mark-up and some starches
face a 25 percent tariff depending on use. TRQs currently provide reduced duty access for whey and processed
cheese. In-quota imports of whey will be duty free in year 5 of the USJTA and in-quota imports of processed
cheese will enter duty free in year 10. United States-Japan Trade Agreement, Annex |, October 7, 2019.

78 Wheat products include mixes, doughs, and cake mixes. Inulin is a type of dietary fiber used as an ingredient in
processed foods.
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TRQs were not fully utilized during the first two years of the USJTA.” In Japanese fiscal year (JFY) 2020
and the first half of JFY 2021, there were no in-quota imports of malt, processed cheese, or inulin; only 4
percent of the starch quota was allocated in 2021.7% Allocations for the wheat products, whey, and
glucose and fructose quotas ranged from 17 to 39 percent in 2020, and from 22 to 39 percent in
JFY2021.78% In both years, the majority of imports of these products were out of quota. Only the wheat
quota filled in 2020, and substantial out-of-quota imports comprised 95 percent of total Japanese
imports of U.S. wheat in JFY2020.7®” Wheat quota allocation in 2021 is lower than in first half of JFY2020
and in-quota imports comprise 3 percent of total wheat imports from the United States.”®®

Cooperation on Multilateral Issues

On November 17, 2021, USTR announced the launch of the U.S.-Japan Partnership on Trade
(Partnership).”®® The Partnership provides avenues for cooperation among USTR and the Japanese
Ministries of Foreign Affairs, and of Economy, Trade and Industry, providing a framework to discuss
trade issues, including an economic framework for the Indo-Pacific region.”® The initial areas of
discussion include: third-country concerns; cooperation in multilateral trade fora; labor; environment;
trade facilitation; and the digital ecosystem. The first round of meetings under the partnership took
place on February 28, 2022.7*

The United States and Japan discussed cooperation on a variety of issues through a series of ministerial-
level meetings in March and November 2021.7°2 Japan appointed new cabinet members in the fall of
2021, following designation of a new prime minister in October 2021. Issues discussed include:

e Unfair trading practices from nonmarket economies;

e Digital trade, including plurilateral efforts at the Asia-Pacific Economic Cooperation (APEC) and
the WTO;

e Regional initiatives, including support of APEC and OECD, and priorities in the Indo-Pacific
region including labor, environment, and resilient supply chains; and

78 The fill rate is the in-quota imported volume divided by the total TRQ volume. In-quota imports are the volume
of products imports with the in-quota tariff applied. USDA, FAS, USJTA TRQs Underutilized in First Half of JFY 2021,
December 21, 2021.

785 Japan’s fiscal year runs April 1-March 31. USDA, FAS, USJTA TRQs Underutilized in First Half of JFY 2021,
December 21, 2021; USDA, FAS, TRQ Allocation Rates for FTAs in JFY 2021, April 13, 2022.

78 USDA, FAS, TRQ Allocation Rates for FTAs in JFY 2021, April 13, 2022.

787 USDA, FAS, Most USJTA TRQs Underfilled in JFY 2020, June 16, 2021; USDA, FAS, USJTA TRQs Underutilized in
First Half of JFY 2021, December 21, 2021.

788 In-quota and out-of-quota wheat face different prices. USDA, FAS, USJTA TRQs Underutilized in First Half of JFY
2021, December 21, 2021; USDA, FAS, TRQ Allocation Rates for FTAs in JFY 2021, April 13, 2022.

78 USTR, “Formation of the U.S.-Japan Partnership on Trade,” November 17, 2021.

790 Government of Japan, Ministry of Foreign Affairs, “The Launch of Japan-U.S. Partnership on Trade,” November
17, 2021; USDA, FAS, USJTA TRQs Underutilized in First Half of JFY 2021, December 21, 2021; USDA, FAS, TRQ
Allocation Rates for FTAs in JFY 2021, April 13, 2022.

791 USTR, “Readout of First Round of the U.S.-Japan Partnership on Trade,” March 1, 2022.

792 USTR, “Ambassador Tai’s Call with Japan Foreign Minister,” March 23, 2021; USTR, “Ambassador Tai’s Call with
Japan Ministry of Economy, Trade and Industry Minister,” March 23, 2021; USTR, “Ambassador Tai’s Meeting with
Japanese Minister of Economy, Trade, And Industry,” November 4, 2021; USTR, “Ambassador Tai’s Meeting with
Japanese Chief Cabinet Secretary,” November 17, 2021; USTR, “Readout of Ambassador Tai's Meeting with
Japanese Minister of Foreign Affairs Hayashi Yoshimasa,” November 17, 2021.
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e Bilateral issues, including the USJITA beef safeguard and
steel.”
The discussions of nonmarket practices continued in November through the U.S.-Japan-E.U. Trilateral
partnership, which met for the sixth time since 2018.7** The talks focused on identifying issues arising
from nonmarket practices, gaps in enforcement tools and cooperation in using existing tools, and areas
where rules can be developed to address nonmarket practices.”®

United Kingdom
U.S.-UK Trade Overview

In 2021, the UK was the seventh-largest U.S. merchandise trading partner in total trade. U.S.
merchandise exports to the UK grew by 5.2 percent to $61.5 billion in 2021, while U.S. merchandise
imports from the UK grew by 12.1 percent to $56.4 billion in 2021, resulting in a bilateral U.S.
merchandise trade surplus of $5.1 billion (figure 6.21). The top U.S. exports to the UK included gold
(58.6 billion), aircraft and aircraft engines and parts ($5.5 billion), and crude petroleum ($5.3 billion).
The top U.S. imports from the UK were medicaments ($2.9 billion), passenger motor vehicles with
cylinder capacity over 3,000 cc ($2.8 billion), and aircraft and helicopter parts ($1.9 billion).”%®

In 2021, the UK was the second-largest U.S. services trading partner. U.S. services exports to the UK
grew by 7.0 percent to $67.1 billion in 2021, while U.S. services imports from the UK grew by 5.7 percent
to $55.5 billion in 2021, resulting in a bilateral U.S. services trade surplus of $11.6 billion (figure 6.22).
The top three U.S. services exports to the UK were financial services ($22.3 billion), other business
services ($17.2 billion), and telecommunications, computer, and information services ($5.9 billion). The
leading services imports from the UK were other business services ($16.2 billion), financial services
($14.1 billion), and insurance services ($5.6 billion).””

793 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 52.

794 USTR, “Joint Statement of the Trade Ministers of the United States, Japan, and the European Union After a
Trilateral Meeting,” November 30, 2021; USITC, Year in Trade 2020, September 2021, 177.

795 The previous meeting of the Trilateral partnership focused on industrial subsidies, particularly prohibited
subsidies in Article 3.1 of the WTO Agreement on Subsidies and Countervailing Measures. See USITC, Year in Trade
2020, September 2021.

7% USITC DataWeb/Census, total exports and general imports, accessed March 30, 2022.

797 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.
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Figure 6.21 U.S. merchandise trade with the UK, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.17.

70

60
5
4
3
2
1
. I ] ] l []

2017 2018 2019 2020 2021

Billion S
o o o

o

o

W Total exports  ® General imports  ® Merchandise trade balance

Source: USITC DataWeb/Census, accessed February 17, 2022.

Figure 6.22 U.S. total services trade with the UK, annual, 2017-21

In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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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.

Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.
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Major Trade Developments

This section summarizes major trade events in U.S.-UK trade relations during 2021. The ongoing
transition of the UK’s withdrawal from the EU (“Brexit”) remained a major factor of U.S.-UK trade
engagement in 2021, as the two countries worked to establish new TRQ arrangements and held
inaugural meetings under post-Brexit agreements. With the end of the Brexit transition period on
December 31, 2020, multiple new trade procedures concerning border inspections, customs
requirements, and geographical indications came into effect on January 1, 2021. The two major trade
partners also worked to resolve longstanding issues concerning disputes over government subsidies to
producers of large civil aircrafts and digital services taxes (DST).

e On March 4, 2021, the United States and the UK (and the United States and the EU), issued joint
statements promoting the resolution of a longstanding WTO dispute on large civilian aircraft
and announcing a four-month suspension of tariffs related to the disputes.”® On June 15 and
17, 2021, the United States, the UK, and the EU reached understandings on cooperative
frameworks regarding the dispute, which included the mutual suspension of countermeasures
related to the dispute for five years beginning on July 4, 2021.7°° The joint framework also
established a working group to serve as a forum for ongoing collaboration on this issue,
including cooperation on nonmarket economies.®”’ For more information, see chapter 3 in this
report.

e In October 2021, USTR announced the termination of the section 301 investigation into the UK’s
DST. This investigation was initiated after the UK adopted its DST in July 2020 and had previously
been suspended. This decision followed the UK’s participation in a political agreement to
address DST challenges under Pillar 1 of the OECD/G20 Inclusive Framework on Base Erosion
and Profit Shifting (BEPS). On October 21, 2022, the U.S. Treasury released a joint statement
with five countries, including the UK, on a transitional approach to those countries’ DSTs prior to
entry into force of Pillar 1.8% For more information, see chapters 2 and 4.

Post-Brexit Trade Standards and Policies

Throughout 2021, the United States and the UK worked to establish aspects of their bilateral trade
relationship independent of the EU, especially concerning TRQ arrangements and agreements previously
covered under the U.S.-EU trading relationship. Furthermore, the Brexit transition period ended on
December 31, 2020, making January 1, 2021, the effective date for a multitude of independent UK trade
policies and procedures, concerning border inspections and customs requirements and the UK scheme
for geographical indications.

On March 8, 2021, the United States announced the conclusion of negotiations related to the post-
Brexit allocation and functioning of the EU’s existing WTO TRQs. The negotiated TRQ arrangements
resulted in what USTR considered to be favorable outcomes on U.S. market access for U.S. products
including pork, beef, rice, wheat, corn, and grape juice, and were memorialized in a Memorandum of

798 USTR, “Joint US-UK Statement on Suspension of Large Civilian Aircraft Tariffs,” March 4, 2021.

799 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 75; USTR, “Joint US-UK Cooperative
Framework for Large Civil Aircraft,” June 17, 2021.

800 YSTR, “US-UK Cooperative Framework for Large Civil Aircraft,” June 17, 2021.

801 YSTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 73.
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Understanding in the form of an exchange of letters between the two governments signed June 30—-July
1, 2021. By July 2021 and January 2022, the UK had implemented most of its TRQs.8%?

The Bilateral Agreement between the United States of America and the United Kingdom on Prudential
Measures Regarding Insurance and Reinsurance, which replaced an equivalent U.S.-EU agreement,
entered into force on December 31, 2020. Its provisions aim to ensure the benefits of the U.S.-EU
agreement continue to be afforded to U.S. companies operating in the UK or assuming business from UK
ceding insurers.®% The first U.S.-UK Joint Committee Meeting under the Bilateral Agreement was held
on March 30, 2021, during which participants discussed implementation issues including the removal of
collateral and local presence requirements for reinsurers and the provisions on group supervision

measures.5%

Beginning on January 1, 2021, the UK was officially operating an external border with the EU. However,
in the subsequent months the UK repeatedly delayed the phased introduction of new border controls
for the movement of goods across this border. In the interim, traders importing standard goods were
required to follow basic customs rules, including proof of origin and sufficient record keeping, and were
given up to six months to complete standard customs declarations for controlled and excise goods. The
requirements for animal and plant products, including those related to specified locations for border
inspection and prenotification, were similarly delayed to July 1, 2022. In the meantime, physical checks
of safety and security declarations continued to take place at the point of destination rather than at
Great Britain Border Control Posts.5%

The UK set up its own geographical indications (Gl) scheme on January 1, 2021, limiting the use of
specific geographical names for food, drink, and agricultural products including beer, cider, and perry,
spirit drinks, wine, and aromatized wine. Producers of all countries, including the UK and United States,
must apply to the UK scheme to secure protection of exclusive geographical product names. As with the
EU Gl scheme, the UK scheme has the potential to affect prior trademark rights and market access for
U.S. goods that rely on the use of common names.8%

The U.S.-UK Mutual Recognition Agreement Sectoral Annex for Pharmaceutical Good Manufacturing
Practices, which generally contains the conditions under which each country will accept conformity
assessment results from the other, entered into force on January 1, 2021. Although it initially covered
pharmaceuticals intended only for human use, the U.S. Food and Drug Administration and the UK'’s
Veterinary Medicines Directorate on September 27, 2021, announced a decision to expand the scope to
include animal drugs as well. This expansion in scope is intended to produce greater efficiencies for both
U.S. and UK regulatory systems by utilizing each other’s inspection reports and avoiding information
duplication.®"’

802 YSTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 146—47, 254; USTR, “USTR Announces
Conclusion of WTO Quota Negotiations with the European Union,” March 8, 2021.

803 Bjlateral Agreement between the United States of America and the United Kingdom, December 21, 2020; U.S.
Treasury, “U.S.-UK Covered Agreement,” accessed June 8, 2021.

804 YSTR, “First U.S.-UK Joint Committee Meeting on Insurance and Reinsurance,” March 30, 2021.

805 USTR, 2022 National Trade Estimate Report, March 2022, 520.

806 USTR, 2022 National Trade Estimate Report, March 2022, 521.

807 USFDA, CVM, “FDA and UK Announce MRA Expansion Covering Animal Drugs,” September 27, 2021.
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India

U.S.-India Trade Overview

In 2021, India was the United States’ ninth-largest trading partner in merchandise trade, rising from the
10th place in 2020. U.S. merchandise exports to India rose by 48.2 percent to $40.1 billion in 2021, while
U.S. merchandise imports from India rose by 43.1 percent to $73.3 billion in 2021, resulting in a bilateral
U.S. merchandise trade deficit of $33.1 billion (figure 6.23). U.S. top exports to India included crude
petroleum ($9.5 billion), nonindustrial diamonds ($5.3 billion), and liquified natural gas (51.4 billion).
The top U.S. imports from India were nonindustrial diamonds ($10.8 billion), medicaments ($7.4 billion),
and precious metal jewelry other than silver ($3.2 billion).8®

In 2021, India was the United States’ seventh-largest partner in cross-border services trade. U.S. services
exports to India rose by 2.1 percent to $16.7 billion in 2021, while U.S. services imports from India rose
by 12.0 percent to $29.0 billion in 2021, resulting in a bilateral U.S. services trade deficit of $12.3 billion
(figure 6.24). The top U.S. services exports to India were travel ($5.4 billion), charges for IP use ($2.7
billion), and other business services (52.4 billion). The leading U.S. services imports from India were
other business services (512.5 billion), telecommunications, computer, and information services ($12.1
billion), and charges for IP use ($1.6 billion).8%

Figure 6.23 U.S. merchandise trade with the India, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.17.
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Source: USITC DataWeb/Census, accessed February 17, 2022.

808 YSITC DataWeb/Census, accessed February 25, 2021.
809 YSDOC, 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.
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Figure 6.24 U.S. services trade with the India, annual, 2017-21
In billions of dollars. Underlying data for this figure can be found in appendix table B.22.
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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.
Note: Beginning in the Year in Trade 2020 report U.S. cross-border trade in services information includes data on U.S. exports and imports of
government goods and services as well as private services, due to data suppression by BEA. Previous editions included private services only.

Major Trade Developments in 2021

In 2021, there were several significant events in U.S.-India trade relations. Among the important
developments were joint U.S.-India work on climate change and the environment, updates in the
barriers to digital trade and e-commerce, and changes in the technical barriers to trade. In addition to
these major developments described below, the two countries in 2021 successfully relaunched the U.S.-
India Trade Policy Forum (TPF) and its four working groups on agriculture, non-agriculture goods,
services and investment, and IP.81° The TPF serves as the principal bilateral forum for discussing issues
related to trade, investment, labor, and the environment.?!! In November 2021 —at the first ministerial-
level TPF meeting since 2017 —senior government representatives of each country committed to

finalizing work on market access facilitation for various agriculture products, among other issues.!?

810 USTR, “Joint Statement from the United States-India Trade Policy Forum,” November 23, 2021.

811 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 24.

812 On January 10, 2022, following commitments made at the 12t U.S.-India TPF, Ambassador Tai and USDA
Secretary Vilsack announced that India agreed to allow imports of U.S. pork and pork products into India. USTR,
2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 58; USTR, “Joint Statement from the United
States-India Trade Policy Forum,” November 23, 2021; USTR, “New India Agreement to Allow U.S. Pork and Pork

Products Into India,” January 10, 2022.
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Climate Change and the Environment

During discussions between President Biden and Indian Prime Minister Narendra Modi on February 8,
2021, the two identified addressing climate change as one of their top priorities and agreed to renew
their respective countries’ partnership on climate change.®®® This joint affirmation was further
developed through the launch of the U.S.-India Climate and Clean Energy Agenda 2030 Partnership,
which occurred at the Leaders’ Summit on Climate on April 22-23, 2021. The partnership, which is
comprised of two tracks, commits to bilateral action in the current decade to meet the Paris Agreement
goals. 84 One track focuses on the Strategic Clean Energy Partnership, and the other focuses on the
Climate Action and Finance Mobilization Dialogue. The Strategic Clean Energy Partnership was launched
in September, with responsible oil and gas, power and energy efficiency, renewable energy, and
sustainable growth as pillars of the Partnership.®%> The Climate Action and Finance Mobilization Dialogue
was also launched in September, and has climate action, finance mobilization, adaptation and resilience,
and forestry as its pillars.®1®

Digital Services Tax

In 2017, India began to implement a 6 percent withholding tax on advertising platforms not established
in India.?!” The digital services tax (DST), termed an “equalization levy” by the Indian government, was
established with the purported objective of “leveling the playing field” between resident and
nonresident service suppliers.8!® In March 2020, the Indian government announced an added two
percent equalization levy on foreign e-commerce and digital services providers.®!° After determining
that this DST is unreasonable or discriminatory under section 301 of the Trade Act, the U.S. Trade
Representative determined to take action on June 2, 2021, in the form of additional duties on certain
products of India.??

On October 8, 2021, India joined the OECD/G20 Inclusive Framework on Base Erosion and Profit Shifting,
a two-pillar solution to address tax issues arising from the digitalization of the global economy.®! Pillar
One of this framework includes a commitment to remove existing DSTs and related similar measures, in
favor of a unified and harmonized approach across all participating member countries.®?? Furthermore,
in November 2021, the United States and India reached a political agreement to transition from the
Indian DST to a multilateral solution that “will provide for a tax framework that is fairer, more stable,

813 CAP, “Renewed U.S.-India Climate Cooperation,” February 18, 2021; White House, “Readout of President
Joseph R. Biden, Jr. Call with Prime Minister Narendra Modi of India,” February 8, 2021.

814 YSDOS, “U.S.-India Climate and Clean Energy Agenda 2030 Partnership,” April 22, 2021.

815 U.S. Embassy & Consulates in Italy, “Special Presidential Envoy for Climate Travels to UAE, India and
Bangladesh,” March 31, 2021; USAID, USDOS, USDOE, USTDA, USDFC, EXIM, Treasury, USDOC, MOPNG, U.S.-India
SCEP: Responsible Oil and Gas Pillar, September 2021.

816 YSDOS, “Special Presidential Envoy for Climate John Kerry’s Trip to India,” September 15, 2021.

817 USTR, 2021 National Trade Estimate Report on Foreign Trade Barriers, March 2021, 268.

818 USITC, Year in Trade 2020, September 2021, 186; USTR, 2022 Trade Policy Agenda and 2021 Annual Report,
March 2022, 136-37.

819 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 136-37.

820 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70.

821 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70.

822 YSTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70. For more information on the
OECD/G20 Inclusive Framework on BEPS, see chapter 4 of this report.
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and better equipped to meet the needs of a 21st century global economy.”®% This multilateral solution
was agreed upon by 137 countries under the OECD-G20 Inclusive Framework, and will be implemented
in 2023.8%% As a result of these agreements, the U.S. Trade Representative determined to terminate the
section 301 action taken in the investigation of India’s DST, as of November 28, 2021.82

Technical Barriers to Trade

Two of the major technical barriers to trade are quality control orders (QCOs) and registration
requirements.

Quality Control Orders

In March 2021, the United States notified to the WTO its concerns over India’s QCO on polyethylene, the
most commonly used plastic material.®2® The current QCO is unique to India and requires manufacturers
to use a designation code, detailing technical information about the product, to label individual

packages of polyethylene. The implementation date of the QCO was postponed until April 15, 2022.8%7

Implementation of 2020 QCO on toys had been postponed until January 1, 2021.%8%® While some
inspections of domestic Indian factories began in 2021, U.S. toy manufacturers’ ability to comply with
the QCO was hampered by a backlog of factory audits due to travel bans associated with the COVID-19
pandemic. Until audits are conducted, and toys remain unable to be certified as fulfilling the QCO, the
U.S. toy manufacturers will be unable to export to India.®?

Registration Requirements

Certification requirements of organic products have also proven problematic for U.S. exporters. In 2020,
the Food Safety and Standards Authority of India detained at port two U.S. organic shipments. While the
Indian government’s Agricultural and Processed Food Products Export Development Authority (APEDA)
had previously approved import of U.S. organic shipments, the organization stated that shipments could
not be marked as organic without an equivalency agreement between APEDA and U.S. Department of
Agriculture National Organic Program (USDA-NOP).8%° |n January 2021, USDA-NOP ended its organic
recognition agreement with APEDA.#3! USDA-NOP cited an outstanding need for more active oversight
presence in India to ensure the integrity of organic products sold to the U.S. market.®32 USDA-NOP’s

823 Treasury, “Agreement on the Transition from Existing Indian Equalization Levy to New Multilateral Solution,”
November 24, 2021.

824 OECD, “Statement on a Two-Pillar Solution to Address the Tax Challenges,” October 8, 2021.

825 USTR, 2022 Trade Policy Agenda and 2021 Annual Report, March 2022, 70.

826 ScienceDirect, “Polyethylene,” 2016; USTR, 2022 National Trade Estimate Report, March 2022, 249.

827 USTR, 2022 National Trade Estimate Report, March 2022, 249.

828 USTR, 2022 National Trade Estimate Report, March 2022, 249; Government of India, Ministry of Commerce and
Industry, Office Memorandum—Quality Control Amendment Order in respect of Toys, September 18, 2020.

829 USTR, 2022 National Trade Estimate Report, March 2022, 249.

830 USTR, 2022 National Trade Estimate Report, March 2022, 250.

831 USDA, FAS, USDA AMS Ends Organic Recognition Agreement with India, January 11, 2021.

832 USDA, FAS, USDA AMS Ends Organic Recognition Agreement with India, January 11, 2021.
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January decision started an 18-month transition period for APEDA-accredited certified Indian organic
operations to become directly certified by USDA-accredited certifiers.%33

833 USDA, AMS, “International Trade Policies: India, Updated: April 18, 2021,” accessed April 20, 2022.
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Generally, U.S. importers pay the normal-trade-relations (NTR) rate of duty for imported goods, except
in instances where Congress approved unilateral preference programs, or bilateral or multilateral free
trade agreements (FTAs). Duty preference programs and FTAs are typically identified at the time of
importation by U.S. importers using Special Program Indicator (SPI) symbols per General Note 3(c) of the
Harmonized Tariff Schedule of the United States (HTS). For example, U.S. importers claiming duty
preferences under the Caribbean Basin Economic Recovery Act (CBERA) would use the SPI code "E" or
"E*" to designate a claim for CBERA duty preferences on entry summary documentation for U.S.
Customs and Border Protection, which in turn then becomes part of official U.S. import statistics
published by the U.S. Census Bureau.

When the Caribbean Basin Trade Partnership Act (CBTPA) was implemented, providing additional
benefits to all Caribbean Basin Initiative (CBI) countries (including, but not limited to, Haiti), additional
preferences specific to textiles and apparel were not identified via an SPI but rather through the use of
Chapter 98 HTS subheadings, which require importers to specify exactly on which legal basis the textile
or apparel goods qualify for the duty-free treatment under CBTPA. This approach was also used for
additional Haiti-specific preferences within CBERA through the implementation of the Haiti HOPE, HOPE
Il, and HELP Acts. However, in the public U.S. Census Bureau data made available by the Commission via
DataWeb, imports that received the Haiti-specific CBERA benefits (unlike the CBTPA preferences) are not
separately reported as receiving special duty preferences. Rather, the data for HOPE/HOPE II/HELP
textile and apparel goods are erroneously labeled as "No special import program claimed" since there is
no SPI for the Haiti-specific CBERA preferences.

Although imports of textile and apparel goods benefitting from trade preferences under the Haiti HOPE,
HOPE II, or HELP Acts are not flagged as part of CBERA/CBTPA under the special import program field in
official U.S. import statistics, such goods may still be tracked by the use of a rate provision code filter in
combination with a special programs filter. Rate provisions codes are a separate field within official U.S.
import statistics that track and bucket imports based on what duty rates, if any, were applied. The data
in this report measure the Haiti-specific tariff provisions granted under CBERA through the Haiti HOPE,
HOPE Il, and HELP Acts as the combination of (1) imports with country of origin Haiti, (2) imports coded
as “no special import program claimed” within the special programs field (SPI code "00"), (3) imports
coded as “free special duty programs” (rate provision code "18") within the rate provision code field,
and (4) limiting the imports to the goods entered under the specific HTS chapters or HTS subheadings
specified by the Chapter 98 provisions specific to Haiti HOPE/HOPE II/HELP Acts under CBERA (listed
below).

Textile luggage (all products under HTS subheadings 4202.12, 4202.22, 4202.32, 4202.92)
Apparel (all products within HTS chapters 61 and 62)
Certain home goods (select products reported in HTS chapters 56, 57, 58, 63, 64, and 94)

Data identified as described above for the "missing" Haiti-specific CBERA preferences must then be
added to the other CBERA data identified using the special import programs filter to arrive at the total
merchandise that benefitted from trade preferences under CBERA.
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Table B.1 U.S. goods and services trade balance, annual, 2007-21
In millions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure ES.1.

Balance on Balance on

Year goods services Net balance

2007 -790,991 110,200 -680,791
2008 -800,006 120,141 -679,865
2009 -500,944 114,923 -386,021
2010 -635,362 145,585 -489,777
2011 725,447 186,477 -538,970
2012 -730,446 215,213 -515,233
2013 -689,470 253,677 -435,793
2014 -734,482 265,965 -468,517
2015 -745,483 270,447 -475,036
2016 -735,326 268,327 -466,999
2017 -792,396 286,603 -505,793
2018 -870,358 297,799 -572,559
2019 -850,917 285,174 -565,743
2020 -911,056 245,342 -665,714
2021 -1,078,933 230,000 -848,933

Source: USITC DataWeb/Census, accessed February 17, 2022; USDOC, BEA, International Transactions, International Services, and International

Investment Position Tables, table 2.2; U.S. Trade in Services, by Type of Service and by Country or Affiliation, March 25, 2022.

Table B.2 U.S. total merchandise trade with selected major trading partners, 2021
In millions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure ES.2.

Trade flow EU China Mexico Canada Japan UK India
Merchandise exports 271,614 151,065 276,459 307,001 74,970 61,463 40,130
Merchandise imports 491,256 506,367 384,705 357,160 135,133 56,369 73,261
Source: USITC DataWeb/Census, General imports and Total exports, accessed February 17, 2022.
Table B.3 U.S. total services trade with selected major trading partners, 2021
In millions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure ES.3.
Trade flow EU China Mexico Canada Japan UK India
Total services exports 192,326 36,179 29,935 54,982 36,595 67,052 16,720
Total services imports 132,765 20,807 27,652 30,590 31,662 55,488 28,989
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.
Table B.4 Change in real GDP of the world and selected major economies, 2019-21
Change in percent. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.1.
Economy 2019 2020 2021
Japan -0.2 -4.5 1.6
Canada 1.9 -5.2 4.6
Mexico -0.2 -8.2 4.8
EU 2.0 -5.9 5.4
United States 2.3 -3.4 5.7
World 2.9 -3.1 6.1
UK 1.7 -9.3 7.4
China 6.0 2.2 8.1
India 3.7 -6.6 8.9

Source: IMF, World Economic Outlook, April 2022, April 19, 2022, 137-39.
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Table B.5 Manufacturing output growth for the United States and selected major trading partners,
annual, 2019-21

In percentages. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.2.

Country 2019 2020 2021
China 6.2 0.8 12.3
EU average 1.5 -5.4 9.1
Mexico 0.2 -9.8 8.7
UK 3.1 -9.0 6.9
United States -1.9 -6.4 6.4
Japan -2.7 -10.6 5.7
Canada -0.1 -9.7 4.5

Source: UNIDO, UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17, 2022.
Note: EU average represents a simple unweighted average manufacturing output growth across 27 member countries.

Table B.6 Percentage change in global manufacturing output, by ISIC industry, annual, 2020-21
In percentages. ISIC = the International Standard Industrial Classification; n.e.c. = not elsewhere classified; corresponds to

figure 1.3.

Percentage change in
ISIC Code Sector description 2019-20
27 Electrical equipment 13.8
29 Motor vehicles/trailers 13.0
32 Other manufacturing 10.9
23 Non-metallic mineral products 10.8
22 Rubber and plastics 10.5
24 Basic metals 10.3
31 Furniture 10.2
25 Fabricated metal products 9.7
30 Other transport equipment 9.6
16 Wood products 9.6
26 Computer, electronic, optical 9.4
13 Textiles 9.0
E Water supply, waste management 8.9
14 Wearing apparel 8.9
17 Paper and paper products 8.1
C Total manufacturing 8.0
11 Beverages 7.7
18 Printing and media reproduction 7.3
19 Coke/refined petroleum prod 6.8
15 Leather and related products 6.8
B Mining and quarrying 5.6
D Electricity, gas, steam, AC 5.3
33 Repair/installation of machinery 5.1
20 Chemicals and chemical products 4.7
10 Food products 3.8
21 Pharmaceuticals, etc. 2.7
12 Tobacco products 2.4

Source: USITC calculations from UNIDO, UNIDO database, Seasonally Adjusted Quarterly Index of Industrial Production Database, March 17,

2022.
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Table B.7 Change in hours worked by country and world relative to pre-pandemic baseline, 2021
In percentages. European Union (EU) data exclude the United Kingdom (UK); the pre-pandemic baseline is based on annualized
estimates of global working hours in the fourth quarter of 2019; corresponds to figure 1.4.

Percentage change in

Economy 2019-21
China 0.4
Canada -1.7
EU -2.7
World -4.3
Mexico -4.7
United States -5.0
UK -5.0
Japan -5.3
India -7.2

Source: ILO, ILOSTAT, “Working Hours Lost Due to the COVID-19 Crisis, Annual,” accessed April 8, 2022.

Table B.8 FDI inflows, by the world and selected major economies, 2019-20
In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.5.

Economy 2019 2020 2021
World 1,480.6 963.1 1582.31
United States 225.1 150.8 367.4
China 141.2 149.3 181.0
EU 401.7 209.5 137.5
Canada 50.1 23.2 59.7
Mexico 34.4 27.9 31.6
India 50.6 64.1 44.7
UK 45.4 18.2 27.6
Japan 13.8 10.7 24.6

Source: UNCTAD, World Investment Report 2022, June 9, 2022, 210-11.

Table B.9 Global merchandise trade, annual, 2019-21

In trillions of dollars. This figure represents two-way trade, which is the overall total exports and general imports combined;
corresponds to figure 1.7.

2019 2020 2021

Global two-way merchandise trade 38.3 35.5 44.8

Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Annual, accessed April 12, 2022.
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Table B.10 Global merchandise trade, quarterly (Q), 2007 Q1-2021 Q4

In trillions of dollars. Corresponds to figure 1.8.

Year Q1 Q2 Q3 Q4
2007 6.4 6.9 7.1 7.8
2008 7.9 8.8 8.7 7.0
2009 5.5 5.9 6.5 7.1
2010 7.0 7.5 7.7 8.4
2011 8.6 9.3 9.4 9.3
2012 9.1 9.2 9.1 9.4
2013 9.1 9.4 9.4 9.7
2014 9.3 9.6 9.6 9.3
2015 8.1 8.3 8.2 8.2
2016 7.4 8.1 8.1 8.4
2017 8.3 8.7 9.0 9.5
2018 9.5 9.8 9.8 9.9
2019 9.3 9.5 9.5 9.7
2020 8.7 7.5 9.0 9.9
2021 10.1 11.0 11.2 11.3

Source: WTO, WTO Stats, International Trade Statistics, Merchandise Trade Value, Monthly, accessed March 24, 2022.

Table B.11 Merchandise exports, by top five global exporters, annual, 2020-21

In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.9.

Economy 2020 2021
China 2,590.0 3,364.0
EU 2,210.7 2,577.1
United States 1,424.9 1,754.6
Japan 641.3 756.0
Hong Kong 548.8 669.9

Source: WTO, “International Trade Statistics, Merchandise Trade Value,” Monthly, accessed March 24, 2022; USITC DataWeb/Census, accessed
February 17, 2022.

Table B.12 Merchandise imports, by top five global importers, annual, 2020-21

In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.10.

Economy 2020 2021
United States 2,336.0 2,832.9
China 2,066.0 2,687.5
European Union 1,961.3 2,492.9
Japan 635.5 769.0
Hong Kong 569.8 712.4

Source: WTO, “International Trade Statistics, Merchandise Trade Value,” Monthly, accessed March 24, 2022; USITC DataWeb/Census, accessed
February 17, 2022.

Table B.13 Commercial services exports, by services trade category, annual, 2019-21
In billions of dollars. Corresponds to figure 1.11.

Category 2019 2020 2021
Other commercial services 3,457 3,481 3,979
Travel 1,474 553 594
Transport 1,040 856 1,150
Goods-related services 231 196 219

Total 6,202 5,086 5,942

Source: WTO, WTO Stats, International Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates, accessed April 12, 2022.
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Table B.14 Services exports by top five global exporters, annual, 2020-21
In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.12.

Economy 2020 2021
European Union 1,007.4 1,204.2
United States 705.6 771.2
United Kingdom 383.0 414.9
China 278.1 392.7
India 202.7 236.3

Source: WTO, WTO Stats, International Trade Statistics, Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates Based on
Quarterly Statistics, accessed April 12, 2022. USDOC, BEA, International Transactions, International Services, and International Investment
Position Tables, table 2.2, U.S. Trade in Services, by Type of Service and by Country or Affiliation, March 25, 2022.

Table B.15 Services imports by top five global importers, annual, 2020-21
In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 1.13.

Economy 2020 2021
European Union 970.7 1,051.6
United States 460.3 541.2
China 377.5 423.8
United Kingdom 207.2 238.4
Singapore 203.8 223.3

Source: WTO, WTO Stats, International Trade Statistics, Trade in Commercial Services, by Main Sector, Preliminary Annual Estimates Based on
Quarterly Statistics, accessed April 12, 2022. USDOC, BEA, International Transactions, International Services, and International Investment
Position Tables, table 2.2, U.S. Trade in Services, by Type of Service and by Country or Affiliation, March 25, 2022.

Table B.16 Share of Trade Adjustment Assistance (TAA) petitions certified by USDOL, by industry in FY
2021

In percentages. “Other” includes all industry sectors where less than 10 petitions were certified in FY 2020; corresponds to
figure 2.1.

Industry Share of total
Manufacturing 66.8
Professional, scientific, and technical services 6.4
Finance and insurance 5.6
Wholesale trade 5.2
Real estate 3.7
Administrative and support and waste management services 2.6
Information 1.6
Retail trade 1.4
Transportation and warehousing 1.4
Other 5.2

Total 100.0

Source: USDOL, ETA, email message to USITC staff, March 10, 2021.
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In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to

Trading

partner Trade flow 2017 2018 2019 2020 2021
EU Total exports 227.0 252.0 267.4 231.2 271.6
EU General imports 381.6 426.2 451.8 415.5 491.3
EU Merchandise trade balance -154.6 -174.2 -184.4 -184.3 -219.6
UK Total exports 56.3 66.5 69.1 58.4 61.5
UK General imports 53.3 60.7 63.3 50.3 56.4
UK Merchandise trade balance 3.0 5.8 5.8 8.1 5.1
Mexico Total exports 243.6 266.0 256.3 211.5 276.5
Mexico General imports 312.7 343.7 356.2 325.2 384.7
Mexico Merchandise trade balance -69.1 -77.7 -99.8 -113.7 -108.2
Canada  Total exports 282.8 299.7 292.8 255.4 307.0
Canada  General imports 299.1 318.6 318.8 270.3 357.2
Canada Merchandise trade balance -16.3 -18.8 -26.0 -14.9 -50.2
China Total exports 130.0 120.3 106.4 124.5 151.1
China General imports 505.2 538.5 450.8 434.7 506.4
China Merchandise trade balance -375.2 -418.2 -344.3 -310.3 -355.3
Japan Total exports 67.6 75.2 74.5 63.8 75.0
Japan General imports 136.4 142.2 143.6 119.5 135.1
Japan Merchandise trade balance -68.8 -67.1 -69.1 -55.7 -60.2
India Total exports 25.6 33.2 34.2 27.1 40.1
India General imports 48.5 54.2 57.9 51.2 733
India Merchandise trade balance -22.9 -21.1 -23.7 -24.1 -33.1
World Total exports 1,547.2 1,665.8 1,642.8 1,424.9 1,753.9
World General imports 2,339.6 2,536.1 2,493.7 2,336.0 2,832.9
World Merchandise trade balance -792.4 -870.4 -850.9 -911.1 -1,078.9
Source: USITC DataWeb/Census, accessed February 17, 2022.
Table B.18 U.S. merchandise exports, quarterly (Q), 2020-21

In billions of dollars. Corresponds to figure 6.2.

Quarter 2020 2021
Q1 392.2 403.2
Q2 289.9 436.8
Q3 351.7 434.0
Q4 479.9 391.2
Source: USITC DataWeb/Census, accessed February 17, 2022.
Table B.19 U.S. merchandise imports, quarterly (Q), 2020-21

In billions of dollars. Corresponds to figure 6.3.

Quarter 2020 2021
Q1 569.2 635.9
Q2 509.0 700.6
Q3 610.2 728.0
Q4 647.6 768.4

Source: USITC DataWeb/Census, accessed February 17, 2022.
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Table B.20 Leading markets for U.S. merchandise total exports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 6.4.

Trading Partner Share of total
European Union 15.5
Canada 17.5
Mexico 15.8
China 8.6
Japan 4.3
South Korea 3.7
United Kingdom 3.5
Taiwan 2.1
India 2.3
Vietham 0.6
All other trading partners 26.1

Source: USITC DataWeb/Census, accessed February 17, 2022.

Table B.21 Leading markets for U.S. merchandise general imports, by share, 2021

In percentages. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 6.5.

Trading Partner

Share of total

European Union
Canada

Mexico

China

Japan

South Korea
United Kingdom
Taiwan

India

Vietnam

All other trading partners

17.3
12.6
13.6
17.9
4.8
3.4
2.0
2.7
2.6
3.6
19.6

Source: USITC DataWeb/Census, accessed February 17, 2022.
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In billions of dollars. European Union (EU) data exclude the United Kingdom (UK); corresponds to

Trading
partner  Trade flow 2017 2018 2019 2020 2021
EU Exports 260.2 269.0 277.0 172.8 192.3
EU Imports 193.6 196.7 207.9 111.3 132.8
EU Services trade balance 66.5 72.3 69.0 61.5 59.6
UK Exports 74.7 78.8 77.7 62.7 67.1
UK Imports 60.0 62.2 62.8 52.5 55.5
UK Services trade balance 14.7 16.6 14.9 10.2 11.6
Mexico Exports 31.8 329 32.7 234 29.9
Mexico Imports 27.6 28.3 30.5 17.2 27.7
Mexico Services trade balance 4.2 4.5 2.2 6.2 2.3
Canada Exports 65.1 68.7 69.5 53.7 55.0
Canada Imports 36.3 38.3 38.7 29.3 30.6
Canada Services trade balance 28.9 30.4 30.8 24.4 24.4
China Exports 56.1 58.5 59.4 40.4 36.2
China Imports 18.0 18.9 19.8 15.6 20.8
China Services trade balance 38.1 39.6 39.5 24.8 15.4
Japan Exports 46.0 46.7 49.7 37.8 36.6
Japan Imports 35.0 35.2 36.0 30.9 31.7
Japan Services trade balance 11.0 115 13.7 7.0 49
India Exports 22.3 22.6 23.6 16.4 16.7
India Imports 28.3 29.7 29.7 25.9 29.0
India Services trade balance -6.1 -7.1 -6.1 -9.5 -12.3
World Exports 833.8 861.7 876.3 705.6 771.2
World Imports 547.2 563.9 591.1 460.3 541.2
World Services trade balance 286.6 297.8 285.2 245.3 230.0
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.
Table B.23 U.S. total services exports, quarterly (Q), 2020-21
In billions of dollars. Corresponds to figure 6.7.
Quarter 2020 2021
Q1 199.3 181.6
Q2 165.2 191.0
Q3 166.4 194.0
Q4 174.7 204.7
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.
Table B.24 U.S. total services imports, quarterly (Q), 2020-21
In billions of dollars. Corresponds to figure 6.8.
Quarter 2020 2021
Q1 133.2 118.6
Q2 100.5 128.2
Q3 108.2 144.2
Q4 118.4 150.2

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.
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Table B.25 Leading markets for U.S. total services exports, by share, 2021
In percentages. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 6.9.

Trading Partner Share of total
European Union 24.9
United Kingdom 8.7
Canada 7.1
Japan 4.7
China 4.7
Mexico 3.9
Singapore 3.5
South Korea 2.5
India 2.2
Brazil 2.0
All other trading partners 35.7

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.

Table B.26 Leading markets for U.S. total services imports, by share, 2021
In percentages. European Union (EU) data exclude the United Kingdom (UK); corresponds to figure 6.10.

Trading Partner Share of total
European Union 24.5
United Kingdom 10.3
Japan 5.8
Canada 5.7
India 5.4
Mexico 5.1
China 3.8
Singapore 2.3
South Korea 2.2
Hong Kong 2.1
All other trading partners 32.8

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.

256 | www.usitc.gov



United States International Trade Commission | 257



	Preface
	Abbreviations and Acronyms
	Executive Summary
	Global Trade Environment in 2021
	Global Macroeconomic Trends
	Global Trade Trends

	Key Developments in 2021
	Administration of U.S. Trade Laws and Regulations
	Trade Preference Programs
	The World Trade Organization
	Selected Regional and Bilateral Activities
	U.S. Free Trade Agreements

	U.S. Trade in 2021
	U.S. Trade Overview
	Developments with Selected Major Trading Partners


	Chapter 1   Global Trade Environment in 2021
	Introduction
	Scope and Approach of the Report
	Sources
	Organization of the Report

	Global Trade Environment in 2021
	Global Macroeconomic Trends in 2021
	Gross Domestic Product
	Manufacturing Output
	Labor Market
	Foreign Direct Investment (FDI)
	Exchange Rate Trends37F

	Global Trade Trends in 2021
	Global Merchandise Trade
	Overview of Global Merchandise Trade in 2021
	Global Leading Merchandise Exporters and Importers

	Global Trade in Services
	Overview of Global Services Trade in 2021
	Global Leading Service Exporters and Imports


	Global Supply Chain Disruptions
	The Pandemic and Labor and Production Issues
	Materials Shortage and Increases in Input Pricing
	Transportation and Logistics Disruptions
	Global Supply Chain Resilience



	Chapter 2   Administration of U.S. Trade Laws and Regulations
	Import Relief Laws
	Safeguard Investigations
	Background
	Developments in 2021
	Large Residential Washers
	Crystalline Silicon Photovoltaic Cells, Whether or Not Partially or Fully Assembled into Other Products
	Fresh, Chilled, or Frozen Blueberries
	Monitoring of Imports of Fresh or Chilled Strawberries, and Imports of Fresh or Chilled Bell Peppers



	Laws against Unfair Trade Practices
	Section 301 Investigations
	Background
	Developments in 2021
	China’s Acts, Policies, and Practices Related to Technology Transfer, Intellectual Property, and Innovation
	Digital Services Taxes
	Large Civil Aircraft Subsidies by the EU and Certain Member States
	Vietnam Currency
	Vietnam Timber


	Special 301 Investigations
	Antidumping and Countervailing Duty Investigations and Reviews
	Antidumping Investigations
	Countervailing Duty Investigations
	Reviews of Outstanding Antidumping Duty and Countervailing Duty Orders and Suspensions Agreements

	Section 129 Determinations
	Section 337 Investigations
	Background
	Developments in 2021


	National Security Investigations
	Background
	Developments in 2021
	Steel and Aluminum
	Automobiles and Automotive Parts
	Uranium
	Titanium Sponge
	Grain-Oriented Electrical Steel
	Vanadium
	Neodymium Magnets


	American Manufacturing Competitiveness Act of 2016
	World Customs Organization Harmonized System Amendments
	Background
	Implementation of 2022 Amendments

	Trade Adjustment Assistance
	Assistance for Workers
	Assistance for Firms

	Trade Preference Programs
	Generalized System of Preferences
	Background
	Developments in 2021
	U.S. Imports under GSP
	GSP Developments in 2021


	Nepal Trade Preference Program
	African Growth and Opportunity Act
	Caribbean Basin Economic Recovery Act
	Haiti Initiative



	Chapter 3   The World Trade Organization
	Background
	WTO Developments in 2021
	Ministerial Conference
	General Council
	Selected Plurilateral Agreements under Discussion
	Negotiations on Electronic Commerce
	Negotiations on Fisheries Subsidies
	Negotiations on Services

	Waiver Proposal for Certain Agreement on Trade-Related Aspects of Intellectual Property Rights Provisions

	Dispute Settlement Body
	Dispute Activities During 2021
	Panels Established in 2021 that Involve the United States
	Panel and Appellate Body Reports Issued and/or Adopted during 2021 that Involve the United States
	Reports in Which the United States Was the Respondent
	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
	DS577: United States—Anti-dumping and Countervailing Duties on Ripe Olives from Spain

	Developments at the Compliance Level in Two U.S. and EU Disputes on Large Civil Aircraft
	U.S. Concerns about WTO Dispute Settlement


	Chapter 4   Selected Regional and Bilateral Activities
	Organisation for Economic Co-operation and Development
	Background
	OECD Developments in 2021
	Ministerial Council Meeting
	OECD/G20 Inclusive Framework on Base Erosion and Profit Shifting


	Asia-Pacific Economic Cooperation
	Background
	APEC Developments in 2021
	APEC Themes and Priorities
	APEC Economic Leaders Meeting
	APEC Committee on Trade and Investment Highlights
	Response to the COVID-19 Pandemic

	Improvement of Supply Chain Performance


	Trade and Investment Framework Agreements

	Chapter 5   U.S. Free Trade Agreements
	U.S. Imports Entered under FTAs in 2021
	Developments in U.S. FTAs Already in Force During 2021
	The United States-Mexico-Canada Agreement
	Developments in the Implementation of the USMCA
	Free Trade Commission
	Labor
	Environment
	Small and Medium-Sized Enterprises
	Rules of Origin
	USMCA Dispute Settlement
	General Motors, Silao, Mexico
	Tridonex, Matamoros, Mexico



	The North American Free Trade Agreement
	NAFTA Dispute Settlement

	Other U.S. FTAs in Force

	Developments in FTA Negotiations during 2021

	Chapter 6   U.S. Trade in 2021
	U.S. Merchandise Trade
	Overview
	U.S. Merchandise Trade by Trading Partner
	U.S. Merchandise Trade by Product Category

	U.S. Services Trade
	Overview
	U.S. Service Trade by Trading Partner
	U.S. Services Trade by Product Category

	Developments with Selected Major Trading Partners
	European Union
	U.S.-EU Trade Overview
	Major Trade Developments in 2021
	Agriculture
	Post-Brexit TRQs
	Trade and Technology Council


	Canada
	U.S.-Canada Trade Overview
	Major Trade Developments in 2021
	Agricultural Supply Management
	Sanitary and Phytosanitary Measures
	Solar Photovoltaic Products
	Barriers to Digital Trade and Digital Services Taxation


	Mexico
	U.S.-Mexico Trade Overview
	Major Trade Developments in 2021
	High-Level Economic Dialogue
	Energy Reforms


	China
	U.S.-China Trade Overview
	Major Trade Developments in 2021
	Efforts to Implement the U.S.-China “Phase One” Agreement
	Import Ban on Products from China’s Xinjiang Region


	Japan
	U.S.-Japan Trade Overview
	Major Trade Developments in 2021
	Agriculture under the U.S.-Japan Trade Agreement
	Cooperation on Multilateral Issues


	United Kingdom
	U.S.-UK Trade Overview
	Major Trade Developments
	Post-Brexit Trade Standards and Policies


	India
	U.S.-India Trade Overview
	Major Trade Developments in 2021
	Climate Change and the Environment
	Digital Services Tax
	Technical Barriers to Trade
	Quality Control Orders
	Registration Requirements





	Bibliography
	Appendix A   Preparation of U.S. Trade Data for Special Import Preference Programs
	Appendix B   Tables for Figures




