SCQ Framework: Trump's Tariffs on Canada and Mexico
Situation:

Recently, Donald Trump imposed tariffs on steel and aluminum imports from Canada and Mexico,
citing national security concerns under Section 232 of the Trade Expansion Act of 1962. These tariffs
were introduced during his previous presidency and were part of Trump’s "America First" trade policy,
aiming to protect U.S. industries from foreign competition. However, the move was highly
controversial, especially as it targeted two of the U.S.’s largest trade partners and closest allies.

Complications:

e Canada & Mexico’s Retaliation: Both countries viewed the tariffs as unfair and retaliated
with their own duties on U.S. goods, affecting industries like agriculture and manufacturing.
This escalated trade tensions at a time when all three nations were renegotiating NAFTA into
the USMCA.

e U.S. Manufacturers & Consumers: Many American businesses that rely on imported steel
and aluminum—such as automakers and construction firms—faced rising costs, making them
less competitive. These costs may be passed down to consumers.

e Political & Diplomatic Fallout: The tariffs strained diplomatic relations with two of the U.S.’s
closest allies. Canada and Mexico argued that the "national security" justification was
unfounded, leading to tensions during USMCA negotiations.

e Unintended Consequences for U.S. Producers: While some U.S. steelmakers benefited
from higher domestic prices, industries relying on steel (e.g., aerospace, infrastructure) faced
higher input costs. Additionally, retaliatory tariffs harmed American farmers, as Canada and
Mexico targeted U.S. agricultural exports like dairy, pork, and soybeans.

e WTO Dispute & Global Trade Impacts: The move has also led to challenges at the WTO,
with Canada and Mexico contesting the tariffs as violations of international trade rules. This
raised broader concerns about U.S. protectionism and the credibility of the WTO'’s dispute
resolution system.

Question:

How can the U.S. balance protecting domestic industries with maintaining strong trade relationships
and avoiding economic fallout from retaliatory measures?

Stakeholders:
U.S. Gov. (Dept. of Commerce, USTR), the Canadian and Mexican trade ministries, U.S. steel and
aluminum manufacturers, U.S. automakers, U.S. farmers, labor unions, consumer advocacy groups,

and international trade bodies (WTO and USMCA).
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