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Trump's Tariffs on Aluminum Undermine the USMCA
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It’s been just five weeks since the implementation of the United States-Mexico-Canada Agreement
(USMCA) on trade, and already the Trump administration has hit its northern neighbor with the
re-imposition of 10 percent tariffs on aluminum effective August 16.

Granted that under Section 232 of the Trade Expansion Act of 1964, the U.S. government does
have the authority to impose tariffs when it deems import surges a threat to national security. But
in this instance, the claim is debatable. (Under the USMCA, the United States had agreed to drop
its 25 percent tariff on steel imports and its 10 percent tariff on aluminum imports from Canada
and Mexico, imposed in 2018.)

The USMCA is an updated version of the 26-year-old North American Free Trade Agreement
(NAFTA), a trillion-dollar accord that President Trump has referred to as “perhaps the worst trade
deal ever made.”

Trade agreements like the USMCA are based on market opening; tariff and non-tariff barriers are
based on market closing, or at least restricting the flow of goods and services. For the current
administration, the latter, not the former, rules the day. Donald Trump does not call himself “Tariff
Man” for nothing.

The Trump administration has so far imposed nearly $80 billion-worth of new taxes on Americans
by levying tariffs on thousands of products, which is equivalent to one of the largest tax increases
in decades. These tariffs, combined with retaliatory actions taken by our trading partners, will
reduce economic output, income and employment. Moreover, the negative economic effects of
imposed, threatened and retaliatory tariffs threaten nearly a third of the projected long-term
economic gains from the Tax Cuts and Jobs Act. For companies that depend on imported inputs to
function, tariffs will raise production costs, forcing companies to raise prices to customers — a
horrendous burden to overcome during a pandemic with so many businesses and consumers
already suffering.


https://www.strtrade.com/news-news-aluminum-Canada-tariff-232-080720.html#:%7E:text=President%20Trump%20is%20reimposing%20an,am%20EDT%20on%20Aug.%2016.&text=In%20addition%2C%20no%20drawback%20will,with%20respect%20to%20this%20tariff.
https://www.piie.com/blogs/trade-investment-policy-watch/usmca-newly-jeopardized-was-never-free-trade-agreement
https://thehill.com/people/donald-trump
https://www.cnn.com/politics/live-news/trump-us-mexico-canada-remarks-oct-18/h_2c0a8c6bad4dc7a2f98acda7c57ea454
https://www.vox.com/policy-and-politics/2018/12/4/18126061/tariff-man-trump-china-tweets-memes-stock-market
https://www.vox.com/policy-and-politics/2018/12/4/18126061/tariff-man-trump-china-tweets-memes-stock-market
https://taxfoundation.org/tariffs-trump-trade-war/#:%7E:text=The%20Trump%20administration%20has%20so,largest%20tax%20increases%20in%20decades.
https://taxfoundation.org/tax-basics/tariffs/
https://www.nber.org/papers/w25672;%20https:/www.nber.org/papers/w25638;%20https:/www.nber.org/papers/w26610
https://taxfoundation.org/tariffs-trump-trade-war/

As regards to the new tariff on Canadian aluminum, some inside and outside the Trump
administration fail to realize that this tax on imported aluminum harms American producers and
consumers far more than Canadian exporters. Research by the Peterson Institute of International
Economics finds that U.S. metal-using industries employ nearly two million workers, compared
to 0.2 million for steel and aluminum production combined. The cost to American consumers and
taxpayers for each aluminum or steel job preserved, courtesy of the tariff, is over $1 million.

Note that 97 percent of U.S. jobs in the aluminum industry are in downstream production or
processing. End-users like beer and soft drink companies as well as producers of automobiles,
cookware, computer parts, window and bike frames, gates, fencing, sinks, power lines, iPhones
and patio furniture will be seriously harmed by the tariff. Note too that imported primary aluminum
from Canada is actually down from 2017 levels, as is the global demand for aluminum.

The U.S. and Canadian steel and aluminum industries are deeply integrated and underpin North
American supply chains and competitiveness. We are one another’s best customers, with the
integrated aluminum trade valued at more than $15 billion.

The Canadian virtues of tolerance, patience and understanding do have a limit; and as Ontario
Premier Doug Ford asserted in an August 7 press conference: “Ontario will come back swinging.”
And they have. The Canadian government will apply tariffs on $2.7 billion-worth of U.S.
aluminum and aluminum-containing products.

NAFTA was far from a perfect agreement, so it needed to be refreshed and changed in important
arcas. The USMCA is not an ideal accord either, with a number of features that are troublesome
and problematic. Nevertheless, as whole, it does advance trade and integration in North America.

The Trump administration’s capricious imposition of tariffs on aluminum is an unwarranted
unilateral action that violates the spirit of the USMCA. In Canada, we have a good neighbor to the
north. Surely Canada deserves a good neighbor to its south.
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