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Highlights

USMCA: Mexican President Manuel Lopez Obrador travels to
Washington, DC to visit with President Trump  this week in
commemoration of USMCA’s entry into force.  Canadian Prime
Minister Justin Trudeau has declined to attend. 

U.S. - China Trade: China continues to reject some agriculture
imports and requires coronavirus-free documentation for food
and agriculture imports that are allowed into the market.  The
latest trade statistics indicate China’s agriculture purchases are
50% off the pace needed to meet commitments under the
phase one agreement.

U.S. - U.K.:  Round two trade of negotiations concluded last
week advancing a number of important issues according to
senior U.K. officials.  

U.S. - Kenya: Kenyan President Kenyatta confirmed that U.S.-
Kenya trade talks will launch this week, virtually, on July 7th.   

WTO:  The nomination window for the next WTO Director
General closes Wednesday, July 8th, with five candidates in
the present pool.  Chances of a Senate vote to withdraw from
the WTO were quashed last week as the Senate Finance
Committee could hold up the vote according to new
clarifications from the Senate Parliamentarian.

USMCA

The Mexican government announced that the Trump
administration has invited President Andrés Manuel López
Obrador of Mexico for an official visit to celebrate the
implementation of the USMCA. Mexico’s Foreign Minister
Marcelo Ebrard confirmed the invitation via twitter, adding that
the official work visit will take place on July 8-9. This visit
would be the first face-to-face meeting between President
Trump and President López Obrador since the Mexican
president took office in December 2018.  Last Wednesday, as
USMCA entered into force, President said, “To mark this
historic achievement, I look forward to welcoming President
Andres Manuel López Obrador of Mexico to the White House
on July 8, 2020, to continue our important dialogue on trade,
health, and other issues central to our regional prosperity and
security,” Trump said in a statement that day.

Canadian Prime Minister Justin Trudeau said Monday he will
not visit the U.S. to commemorate USMCA implementation
with Presidents Trump and Obrador.  A spokesperson for
Trudeau said, “While there were recent discussions about the
possible participation of Canada, the prime minister will be in
Ottawa this week for scheduled cabinet meetings and the
long-planned sitting of Parliament.” Prior to the decision
Trudeau noted, “We’re obviously concerned about the
proposed issue of tariffs on aluminum and steel that the
Americans have floated recently. We’re also concerned about
the health situation and the coronavirus reality that is still
hitting all three of our countries.”

Justin Trudeau, Canadian Prime Minister

Several Hispanic Caucus lawmakers voiced opposition to
President Obrador’s visit, citing concerns with the trip
distracting attention from efforts to contain the surging
coronavirus trends.  In the letter, the group expressed
disapproval of the visit writing, “it is nothing more than an
attempt to distract from the coronavirus crisis.” “In border
states such as Texas and Arizona, COVID-19 is out control
and your lack of leadership has already resulted in the deaths
of more the 120,000 Americans and the gravest economic
disaster since the Great Depression, both of which are
decimating Latino communities,” the letter continued.  The
group further raised concerns that Canada, a signatory to the
USMCA, apparently will be absent from the meetings.

 
With USMCA in force, the U.S. officials are considering
applying for consultation on biotech with Mexico. Lighthizer
recently said the USTR intends to initiate USMCA
consultations with Mexico over biotech products after July 1,
adding that he believes that it’s “going to be one of those
things where we’re going to have to file a state-to-state
dispute settlement.” During a recent webinar, Mexican
Ambassador to the U.S. Martha Bárcena said that biotech
products are not “forbidden” in Mexico and that the issue was
a temporary consequence of the pandemic. The agriculture
chapter in the USMCA includes language that encourages
trade in biotech products, but does “not require a Party to
mandate an authorization for a product of agricultural
biotechnology to be on the market.”

China Trade

Several U.S. agriculture exporters continue to face challenges
with China’s newly instituted Covid-free certification process
by China Customs officials. Last week Western Growers
President and CEO Dave Puglia said, “Indeed, the very food
safety guidance referenced in the required statement --
issued by the United Nations and World Health Organization -
- affirms that there is ‘no evidence to date’ of COVID-19 being
transmitted through food or food packaging.”  Other U.S.
groups have noted that Chinese importers are asking U.S.
exporters to sign a certification form and submit detailed
answers regarding production practices, facilities and
workforce, including workers’ COVID-19 status. Some groups
are signing the forms, others are providing their own
certification documents, or refusing to sign concerned that
certification form may expose them to civil or criminal liability.

 
USDA Secretary Sonny Perdue and FDA Commissioner
Stephen Hahn issued a joint statement on food restrictions
pertaining to COVID-19 saying that the U.S. “understands the
concerns of consumers here domestically and around the
world who want to know that producers, processors and
regulators are taking every necessary precaution to prioritize
food safety especially during these challenging times.
However, efforts by some countries to restrict global food
exports related to COVID-19 transmission are not consistent
with the known science of transmission.” While the statement
does not name any countries, sources at Agri-Pulse reported
that the target was China.

 
On June 17 China began testing meat, seafood, and fresh
produce imports for the coronavirus. China’s General
Administration of Customs (GACC) has asked some U.S.
food exporters to sign a form guaranteeing their products are
not contaminated, but U.S. producers are hesitant to sign
onto the new safety protocols, saying that it is highly unlikely
their food can carry the virus.  China’s suspension of U.S.
poultry product imports from a Tyson processing plant that
reported confirmed cases of novel coronavirus in the plant
workforce immediately elevated the issue for U.S. industry. 
China’s GACC said on its website it determined the
suspension after the company confirmed a cluster of
coronavirus cases at the plant.

Phase One Agreement

The Department of Commerce released its monthly trade data
report last Thursday which showed that U.S. goods exports to
China for the first five months of 2020 totaled $40.2 billion,
about 20 percent less than the same period in 2017, raising
questions about whether China will meet its purchase
commitments under the phase one agreement. Under the
agreement, China is supposed to increase purchases of U.S.
goods and services by $200 billion above 2017 levels over
two years, which includes $76.7 billion in increased
purchases in 2020 and $123.3 billion in 2021.
 
China’s year-to-date U.S. agricultural product purchases are
at only 50% of the pace to meet the overall purchase level in
the phase one deal, according to Farm Bureau analysis. The
purchase levels are slightly improved from the 60% lag last
month.  China’s 2020 agriculture purchases through May total
$5.5 billion and are significantly below the $9.9 billion year-to-
date level that is needed to meet the phase  one
commitments based on the target value, the historical pace,
and the baseline year set out in the agreement.  While
Chinese purchases in the poultry and livestock & meats
sector are above the 2017 purchase levels, purchases in
other agriculture sectors (e.g. grains, oilseeds, dairy, and
cotton) significantly lag 2017 purchase levels – the baseline
year for the phase one agreement. (For further details on
tracking selected agriculture sectors and U.S. exports to
China under the phase one deal see last page).

Ambassador Lighthizer, in recent Congressional testimony,
confirmed that the U.S. will stay the course on the China
Phase One deal despite several challenges. “I think we have
what is an excellent agreement,” and “We expect it to be
honored,” Lighthizer told the House Ways and Means
Committee. Despite the lagging pace of China’s agriculture
purchases under the agreement to date, Lighthizer indicated
that in spite of the economic collapse associated with COVID-
19, the Chinese are “going to do what they say.” He pointed to
China making good on its promises, referencing China’s
purchases of nearly $1 billion worth of cotton so far in 2020,
amid the COVID-19 pandemic that has shuttered retail stores
across the world and demand for textiles plummeted. He
further noted China has already purchased more than $10
billion worth of soybeans, cotton, sorghum, pork, and other
commodities.

U.S-U.K. Trade Agreement

British Trade Secretary Liz Truss said round 2 of U.S.-U.K.
trade talks “advanced” a number of chapters and included
“detailed discussions on text.” “Talks continued to be positive
and constructive, with progress being made towards a
comprehensive agreement,” she said in a statement.  Truss
reiterated there is not set deadline for talks to conclude
stating, “The Government is clear there is no set deadline for
this agreement.” “More work needs to be done and both sides
committed in the round to a full programme of engagement
ahead of round three,” Truss said. Preparations for round 3
are underway as the negotiating teams are continuing
dialogue in the next few weeks on issues including rules of
origin, market access, digital, telecoms, intellectual property
and business mobility. The next round is scheduled for late
July.

 
Ms. Truss reaffirmed the U.K.’s tough stance on food and
agriculture safety protocols. “Any deal the Government strikes
must be fair, reciprocal and ultimately in the best interests of
the British people and the economy. Furthermore, the
Government remains clear on protecting the NHS and
compromising on the UK's high environmental protection,
animal welfare and food safety standards,” Truss said. 

 
Truss’s comments, coupled with the U.K. announcing an
agricultural trade commission to advise the government on
how to protect farmers in its trade negotiations, portends
complex negotiations on agriculture lie ahead. In announcing
the new commission, Truss said that trade agreements with
other nations “must be fair and reciprocal” to U.K. farmers and
“must not compromise” the U.K.’s “high standards of food
safety and animal welfare.” The commission is set to produce
a report to present to parliament, but the recommendations
will be advisory only.

COVID-19 Developments

Global trade plunged more than 12% in April as factories,
airports and global supply chain movements were severely
curtailed.  Global trade was 16% lower compared with a
year earlier, according to the CPB Netherlands Bureau for
Economic Policy Analysis.

Earlier the WTO reported that global merchandise trade
dropped 3% in the first quarter and fell 18.5% in the second,
both historic levels. Earlier in the year the WTO projections
for declines in trade flows owing to the global pandemic
ranged from a 13% - 32% decline depending on countries’
rapid and effective response to the virus.

Section 232 Tariff Actions

Senate Finance Committee Chairman Chuck Grassley said
that the Trump Administration should not re-impose tariffs on
Canadian aluminum. The Trump administration is
considering reinstating tariffs on aluminum imports from
Canada to address surges. Amb. Lighthizer told the Finance
Committee last month that USTR was looking at ways to
address the surges under the deal struck last year to lift the
tariffs. Senator Grassley told reporters last week that the
issue “ought to be settled peacefully, not by our putting tariffs
on, and [with] the good-faith effort of Canada.” Sen.
Grassley further indicated he did not oppose the tariffs
entirely, despite his previous opposition to the tariffs during
USMCA negotiations. 

 
In response to the Trump administration tariff threat, Prime
Minister Justin Trudeau criticized the administration’s
discourse to reimpose tariffs on Canadian aluminum,
arguing that doing so would harm the American economy.
“The United States needs Canadian aluminum,” Trudeau
said during his daily press briefing last week, adding that the
U.S. produces “nowhere near enough” of the metal for its
industrial needs.

 
The Supreme Court last month declined to hear a challenge
to Trump’s decision to impose 25 percent tariffs on imported
steel using the Section 232 national security law. The case
was brought by the American Institute for International Steel
(AIIS), which argued that Section 232 is an unconstitutional
delegation of power by Congress to the President.

 
AIIS expressed its disappointment with the decision , urging
Congress to act by placing limits on the President’s Section
232 authority. “Even though the Supreme Court did not
today agree to accept our petition, our cause is still right,”
the group said in a statement. “We reinvigorated a robust
national conversation about the proper separation of powers
in our system of ordered liberty. That conversation
continues. Now it is up to Congress to place limits on
Presidential decision-making.”

 
Since Trump entered office, the Commerce Department
(Commerce) has initiated eight section 232 investigations,
the latest three on imports of vanadium, transformer parts,
and mobile cranes. The first section 232 investigations
resulted in President Trump imposing tariffs of 25% and 10%
on imports of steel and aluminum, respectively, based on
Commerce’s Section 232 investigations that found such
imports were a threat to national security. 

U.S. - Japan Trade Agreement

No significant update since Ambassador Lighthizer
acknowledged in Congressional testimony that the
coronavirus has delayed phase two negotiations with
Japan.  In a response to a question from Rep. Estes on
Japan trade talks, Lighthizer commented he would expect
the phase two talks to start “in the next couple of months.”
Prior to the outbreak of COVID-19, commencement of
negotiations on a phase two or a comprehensive trade deal
were expected no earlier than May according to several
sources.

U.S.-EU Trade Developments

Transatlantic trade tensions are increasing over several U.S.
– EU trade conflicts. The dueling WTO civil aircraft disputes,
EU digital services taxes, and prospect of a U.S. section 301
investigation are front and center.  Last month Amb.
Lighthizer told Congress. “I am looking right now at whether
or not some of these actions -- and I want to consult with you
and your staff -- whether or not right now we should be
looking at a 301 on some of these things. It’s getting so far out
of control.”

 
EU Trade Commissioner Phil Hogan recently pinned lack of
constructive trade talks on a limited U.S. – EU trade deal on
the U.S. election cycle and U.S. focus on the bilateral trade
deficit. Hogan noted, “we must acknowledge that the U.S. is
now in a pre-election phase” and that a potential small trade
deal is “challenging because the U.S. continues to see the
overall goal as achieving a reduction in the size of its bilateral
trade deficit with the EU.” 

Civil Aircraft Dispute

The final WTO arbitrator award amount may be delayed until
September or October regarding the WTO finding of illegal
subsidies for Boeing.  According to reports, the delay stems
from COVID-19 complications, hampering in-person meetings
and other communications at the WTO in Switzerland.  The
delay is a setback for the EU, which has been subject to U.S.
tariffs under the Airbus ruling since last October over
subsidies and has pinned hopes on a larger settlement on the
dueling cases once the EU slapped tariffs on U.S. products. In
May, the EU published its proposed list of tariffs in anticipation
of the Boeing award amount, focusing on politically sensitive
products including aircraft, helicopters, seafood, and several
agriculture products.

 
The EU indicated it is seeking an award amount of
approximately $12 billion, while the U.S. expects a much
lower award amount, about $300 million, claiming "that it has
fully complied in the dispute brought by the European Union”
against illegal subsidies for Boeing aircraft production,
according to USTR.

 
Meanwhile, USTR announced it is considering additional or
rotating tariffs (i.e. carousel) on EU products under the Airbus
case. Under a Federal Register notice, the USTR has
announced that it is considering implementing another $3.1
billion in additional retaliatory tariffs on EU aircraft and other
products given the EU’s continued non-compliance with the
WTO ruling against subsidies provided to Airbus. Public
comments may be filed with the USTR until July 26, 2020.

U.S. - Kenya Trade Developments

U.S.-Kenya trade negotiations officially start today according
to Kenyan President Uhuru Kenyatta. Earlier this month,
Kenyatta said the reason the talks with Washington were
pushed to next month was “because we wanted the
[AfCFTA] to kick in and come into force.” Last week, he said
the negotiations with the U.S. were scheduled to start the
“very same” week as the AfCFTA came into effect
operationally. “I believe we are still on schedule to start
negotiations” on July 7, he said during the webinar, hosted
by the Corporate Council on Africa.

USTR officials report the “virtual” negotiations will last two
weeks, constituting a similar approach employed in the
bilateral talks with the U.K.  On May 22nd USTR published
the U.S. negotiating objectives allowing for formal talks to
commence 30-days afterwards according to Trade
Promotion Authority rules. Kenya is expected to release its
negotiating objectives prior to launch of official negotiations.

 
Since notifying Congress earlier this year of its intent to
negotiate an FTA with Kenya, USTR officials have
repeatedly stressed the geo-political importance of the FTA
to a broader trade policy approach in the African continent.
A deal with Kenya would set the stage for the U.S. to secure
more deals with African countries.  Ambassador Lighthizer
previously commented that “it’s really, really important that
we have one African country that we really have a good
agreement with.” He noted that “Europe has a bunch of
agreements, but they’re really not very complete and they’re
not very high standards. China has some activity there. So,
it’s important the United States has what we consider to be a
really, really good agreement.” 

U.S. - Brazil Trade Developments

Trade talks with Brazil remain on hold as Amb. Lighthizer told
the House Ways & Means Committee that, “We don’t have
any plans right now for an FTA with Brazil.”  Lighthizer
elaborated stating, “What we are doing right now on Brazil is
trying to work our way through specific problems to have
Brazil open up and create jobs for Americans.” Earlier this
month House Ways & Means Committee Democrats penned
a letter that strongly opposed “pursing any type of trade
agreement with the Bolsonaro government in Brazil.” The
letter listed several concerns relating mostly to human and
environmental rights.

U.S. - India Trade Developments

No significant updates since reports that India’s Commerce
and Industry Minister, Piyush Goyal, will speak with Amb.
Lighthizer to address how to wrap up an initial U.S.-India
trade deal. Minister Goyal said he hoped the two leaders
could “quickly wrap” up the initial deal during a webinar
organized by the Indo-American Chamber of Commerce. 
Last month the U.S.-India Business Council Vice President
Amy Hariani told Inside U.S. Trade that both countries were
close to securing a limited trade pact. However, Lighthizer’s
testimony last week suggests that a limited trade deal with
India is not imminent as reported earlier by industry groups.

 
During the Congressional Committee hearings on the
Administration’s 2020 trade agenda, Amb. Lighthizer told
lawmakers that the U.S. is currently in trade negotiations with
India. Ambassador Lighthizer said negotiations with India are
taking longer than he expected. “They are dogged and
insistent on keeping their tariffs and we are dogged in
insisting that we are going to get a fair deal. So we are
working on it very much. And hopefully we’ll get a good
outcome,” Amb. Lighthizer added.

Seasonal Produce

No updates on rescheduling of USTR field hearings on the
issue of seasonal produce. In Congressional testimony, Amb.
Lighthizer said he remains committed to holding field hearings
in Georgia and Florida, and his preference would be to have
live, in-person hearings if it can be done safely. 

The seasonal produce hearings were part of a multi-step plan
outlined in a January 9, 2019 letter from Amb. Lighthizer to
the Florida congressional delegation to review and determine
options regarding “trade-distorting policies that may be
contributing to unfair pricing in the U.S. market for seasonal
and perishable products and to assess the impact of those
policies on U.S. producers.” The letter notes that within 60
days after “entry-into- force” of the USMCA, the USTR will
“implement effective and timely remedies necessary to
address any trade distorting policies” affecting U.S. growers.
Additionally, within 90 days, the Department of Commerce,
U.S. Department of Agriculture and USTR will have hearings
in Florida and Georgia to  hear testimony from growers.
According to USTR, “At the hearings, officials from the federal
agencies will hear from interested persons on how the Trump
Administration can support these producers and redress any
unfair harm.”

 
Prior to suspension of the hearings, Mexican government
officials warned the country may be forced to react should the
U.S. impose restrictions on seasonal produce trade. Mexican
Undersecretary for North America Jesús Seade said Mexico
would use USMCA’s dispute settlement mechanism as well as
direct measures “to start.” He emphasized that Mexico would
“probably take action of a similar commercial magnitude on
appropriate sectors, it could be agricultural sectors.” Seade
affirmed that “if anything is inconsistent with our
commitments, we will have to respond.”

WTO

WTO Leadership

Tomorrow, July 8th, the deadline closes for nominations to the
Director-General position, with five candidates in the pool at
this writing.  The interview phase is slated to start in less than
two weeks as the WTO seeks to move quickly on a
consensus selection prior to DG Roberto Azevedo’s departure
on September 1st.

 
Amb. David Walker, General Council Chair, announced that
candidate interviews will occur during July 15-17. Amb.
Walker outlined a series of steps and procedures for member
countries to participate through submitting questions and
requesting meetings with the candidates.

 
Several observers, including EU Trade Commissioner Phil
Hogan, questioned the aggressive timeline on such an
important selection.  They noted that in August  the WTO
typically is on skeletal crew for summer vacations, COVID-19
cases are on the rise and many national capitals remain in
locked-down conditions because of the pandemic, and
historically the DG selection process is highly political and
contentious.

 
The present slate of DG candidates is, South Korea’s Yoo
Myung-hee, Nigeria’s Ngozi Okonjo-Iweala, Egypt’s Abdel-
Hamid Mamdouh, Mexico’s Jesús Seade, and Moldova’s
Tudor Ulianovischi. Notably four of the five candidates
represent developing countries. The current candidates and
their professional backgrounds are provided below.

WTO DG Candidate Tracker

Candidate Country Experience

Jesús Seade Mexico
 
 
 
 

Undersecretary of Foreign Relations
for North America, Chief negotiator
for the Uruguay Round, Chief
Economist at World Bank |
Biography

Ngozi Okonjo-
Iweala 

Nigeria
 
 

World Bank executive, Minister of
finance, economy, and foreign affairs
for Nigeria | Biography

Abdel-Hamid
Mamdouh

Egypt
 
 
 

Egyptian Trade negotiator, trade
lawyer at King & Spalding (Geneva),
Director WTO Trade in Services
Division | Biography

Tudor
Ulianovschi

Moldova
 
 

Former Moldovan Minister of Foreign
Affairs and Ambassador to the WTO
| Biography

Yoo Myung-hee South Korea
 
 

Trade Minister for the Republic of
Korea | Biography

WTO Reform

As reported earlier, the WTO’s Director of the Appellate Body,
Werner Zdouc is transferring to lead a new division on
knowledge and information management. The leadership
changes leave the defunct Appellate Body without a career
diplomat leader and the WTO was silent on a replacement
suggesting reconstituting a new AB is even further off than
before. The decision may appeal to those calling to limit the
service of members of the Appellate Body Secretariat, to
avoid intransigent legal positions by career officials.

Other WTO Developments

A new Senate parliamentarian ruling may halt a Senate vote
this year for U.S. withdrawal from the WTO as pushed by
Sen. Josh Hawley. The new ruling came after Senate Finance
Committee leadership, shared their analysis of the situation,
according to reports. Previously, the parliamentarian told
Hawley's office that he was entitled to a vote, whether the
Finance Committee acted or not, because the 90-day period
expired when the Senate would be in recess this month. In
her revised decision, the Senate Parliamentarian ruled that
the resolution could only go to the Senate floor for a vote if
the Finance Committee voted it out after returning from
recess. Kelli Ford, a spokesperson for Sen. Hawley said,
“Senate Finance could discharge Senator Hawley’s WTO
resolution today and give the public a chance to weigh in." 
That moves seems increasingly unlikely as Sen. Grassley,
Chairman of the Senate Finance Committee, has previously
expressed opposition to a WTO withdrawal vote.

 
On the House side, House leadership moved swiftly last
month to prevent a House vote on a resolution for U.S.
withdrawal from the WTO that was introduced by Reps. Peter
DeFazio and Frank Pallone. The House Rules Committee first
voted 9-4 to amend procedural rules, including on the WTO
withdrawal resolution last Wednesday. The next day the
modified rules were overwhelmingly approved (230-180)
killing any chance for a WTO withdrawal vote in the House
until 2025.  The move essentially eliminated a floor debate
and a floor vote on the WTO measure this year, perhaps
relieving some House Members of a difficult vote prior to fall
elections.

 
WTO talks on electronic commerce and fisheries are
resuming, suggesting two key WTO priorities are moving
forward despite coronavirus-related challenges.  WTO
members party to the plurilateral talks on electronic
commerce will meet twice in July. According to Amb. Lisson,
chair of e-commerce talks, the meetings in July will provide
opportunities for those working in small groups to “report
back” to the members on progress they have had in “finding
convergence” in specific subject areas.

 
The chair of the fisheries negotiations, Santiago Willis
(Colombia) said, “All of our heads of government made a
commitment to reach an agreement on fisheries subsidies by
2020 in the WTO.” Amb. Wills continued, “With restrictions in
Switzerland being relaxed and meetings on WTO premises
resuming, the time has come to pick up from where we left off.
Gradual preparations beginning now will help members
intensify negotiations before the end of the year.” The
meetings, scheduled for June 25 and July 21, will combine in-
person and video conferencing platforms.  The fisheries
negotiations were a central agenda item for the June WTO
Ministerial in Kazakhstan which was canceled due to the
global pandemic.
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