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USTR 
Proposal

The Office of the United States Trade 
Representative (USTR) has published 
notice seeking proposals on liberalizing 
the NAFTA rules of origin and harmoniz-
ing the most favored nation (MFN) tariff 
rates of the United States, Canada , and 
Mexico. 68 Fed. Reg. 69,430 (Dec.12, 
2003). Proposals must be submitted to the 
USTR by February 6, 2004. 

Under the NAFTA, duty free treatment 
for trade in goods between the countries 
is provided only to products that qualify 
under the established rules of origin. The 
NAFTA, however, allows the parties 
to change the rules of origin on specific 
products if all NAFTA countries agree 
to such changes. For example, since 
implementation of the NAFTA in 1994, 
the chemical and petroleum industries 
have successfully changed the NAFTA 
origin rules to allow duty free, NAFTA 
origin treatment to products produced 
using more foreign sourced materials and 
having less processing in the NAFTA 
territories. Changes to NAFTA rules of 
origin may also include liberalizing draw-
back restrictions and expanding inventory 
management use.   

In addition, the NAFTA allows the par-
ties to harmonize and reduce MFN duties 
(i.e., duties assessed by each country on 
goods imported from all WTO countries 
not entitled to NAFTA benefits). For 
example, in 1997, the NAFTA countries 
agreed to reduce all duties on computer 
and semi-conductor equipment to zero. 
Importantly, to change the rules of origin 
or MFN tariff rates on specific products, 

the proposal must have broad industry 
support.   

About the International Trade & 
Customs Practice

As one of the largest and most highly 
regarded international trade and customs 
practices in the United States, Kelley 
Drye Collier Shannon assists clients with 
a full range of  importing and exporting 
activities. We are experts in protecting 
domestic manufacturers against unfair-
ly traded goods and helping companies 
overcome barriers to entry in foreign 
markets.

About Kelley Drye Collier 
Shannon

Kelley Drye Collier Shannon, the 
Washington, DC office of Kelley Drye 
& Warren, is an international, multidis-
ciplinary law firm that solves competitive 
problems for Fortune 500 companies, 
privately-held corporations, government 
entities, and trade associations.  Founded 
more than 170 years ago, Kelley Drye & 
Warren has more than 400 attorneys and 
professionals practicing in eight locations 
around the world and specializing in: 
Advertising and Marketing; Antitrust and 
Trade Regulation; Corporate; Employee 
Benefits and Executive Compensation; 
Environmental; Government Contracts; 
Government Relations and Public Policy; 
Homeland Security; Intellectual Property; 
International Trade and Customs; Labor 
and Employment; Litigation; Private 
Clients; Real Estate; Restructuring, 
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Bankruptcy, and Creditors’ Rights; Tax; 
Technology; Telecommunications; and Trade 
Associations.

For More Information

To learn more about Kelley Drye Collier 
Shannon, please visit:

www.kelleydrye.com

To learn more about the International Trade 
and Customs practice group, please feel free 
to contact one of our team members at 202-
342-8400.


