North American Integration Reform
Semakina Vasilisa
Student
Saint Petersburg State University
Faculty of Economics, St. Petersburg, Russia

E–mail: vasilisa_55577@bk.ru
The Agreement USMCA between the United States, Mexico and Canada entered into force on July 1, 2020. This is the result of almost two year of negotiations to revise and modernize the North American Free Trade Agreement (NAFTA) [1]. The modernization of NAFTA, which has been in force since 1994, means that economic integration in North America will expand on a solid basis for at minimum another sixteen years [4].
The new agreement has 1800 pages, it contains 34 chapters (NAFTA had 22), 13 annexes and 12 bilateral additional letters with side letters [2]. There are some main differences between USMCA and NAFTA. First of all, if participants express a desire to prolong it, it will stay authorized for another 16 years. At the same time, it was agreed that after six years, an analysis of the results of the USMCA should be carried out.

The second difference is that new chapters appeared regulating such relevant for the 21 century issues such as digital trade, the participation of small and medium enterprises in foreign economic activity, the fight against corruption, macroeconomic policies and exchange rates [3].  Moreover, two agreements that previously supplemented NAFTA ecology and labor relations have been modernized and are now incorporated into the main text of the USMCA.
The most significant changes, mainly at the expense of Mexico, have been introduced in the rules for the sale of cars and parts for their production. Among the main innovations that should be observed in order to continue to appreciate the right to import duty-free: a phased increase in “North American content” in the cost of cars, light trucks and parts for their production from the current 62.5 to 75%;  the requirement to provide 40–45% of the production cost of North American cars and their parts due to the labor of workers receiving a salary of at least sixteen dollars per hour, which should weaken the competitive advantage of Mexico as a location with low wage rates; a requirement of North American origin of up to 70% of steel and aluminum used in the manufacture of automobiles [4].

Canada and Mexico have agreed to strengthen the protection of intellectual property rights on their territory. Among the most necessary concessions is the decision to expand the patent protection period for the most modern and innovative medicines from 8 to 10 years, as well as to prolong the duration of copyright after the death of the creator from 50 to 70 years [1].

A rather complicated system for resolving trade and investment disputes between participants has been changed. Instead of three chapters and three different dispute resolution procedures, depending on their nature, operating in NAFTA, one synthetic 31 chapter appeared in USMCA [3]. Canada has retained a fundamentally important mechanism for contesting US periodically imposed anti-dumping and countervailing duties.

Canada and Mexico set for their individuals and legal entities de Minimis threshold for duty free treatment, from which no customs duties should be paid. In Mexico it increased from 50 to 117 US dollars and in Canada from 20 to 150 US dollars [1].

A new definition of state-owned corporations has been added, which is not only much wider than the one operating under the NAFTA, but also differs from those that appeared in later international trade agreements.

In order to monitor the implementation of the agreement and create changes, organizational structures have been formed, which in general outline repeat the structures of NAFTA. The main bodies of USMCA are the Free Trade Commission and the Secretariat. 

In the text of USMCA appeared a completely new article 10 in chapter 32, which is not found in other trade agreements. In accordance with it, the participating country should notify other participants in advance of its intention to conclude a trade agreement with a “non-market country,” and after the conclusion familiarize them with the text of this agreement [5].

There are some features of the Agreement between the USA, Mexico and Canada. First, by concluding an agreement, the United States managed to further tied Canada and Mexico to the neighboring countries and strengthened the North American integration bloc. Secondly, just as it happened with NAFTA in 1994, USMCA is setting a new format for free trade agreements, the elements of which the USA, Canada and Mexico will use in subsequent agreements with other countries and regions. It should be mentioned such new subjects as digital trade, the exchange rate, strengthening the protection of intellectual property rights, and an expanded interpretation of the term ‘state corporations’. It can be assumed that the United States will promote these and other important provisions written in USMCA on wider international trading floors, primarily in the WTO.

The COVID-19 pandemic has had a significant impact on the economies of the United States, Mexico and Canada. The leaders of the three countries view the USMCA as a tool to help solve economic problems. The Mexican President signed a joint declaration in Washington, which noted that the USMCA is an ideal tool for providing economic certainty and building confidence. The declaration states that the United States and Mexico continue to coordinate closely to respond to unprecedented health, security and economic challenges. The Deputy Prime Minister of Canada also released the USMCA's entry into force, stating that the new NAFTA protects jobs and workers in all three NAFTA countries. This will help make North America stronger from the COVID-19 pandemic.
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