What is a Voluntary Export Obligation (VEO)?

A Voluntary Export Obligation is a relatively unknown
trade policy tool in which an exporting country
commits to exporting a set amount of a specific good
to an importing country. VEOs are a variation of the
Voluntary Export Restriction tool (VERs) or Orderly
Marketing Arrangements, where an exporter limits
shipments of a good at the request of the importer."
The main difference is that VERs are mainly used to
protect domestic industry, while VEOs are used
primarily to secure supply chains.

VEOs are generally designed to guarantee the
importer a steady supply of critical goods. They are
often negotiated during periods of supply chain
instability or heightened demand and can play a role
in securing access to essential resources.

The Role of VEOs

COVID-19 revealed vulnerabilities and weaknesses
along many industry supply chains and as such
VEOs can be used to secure supply chains in the
post COVID era.? Specifically, in the U.S., VEOs can
be applied in manufacturing sectors such as
automotive, electronics, and industrial machinery,
which rely heavily on imported components and
materials.®

In industries that rely on natural resources that the
U.S. lacks, VEOs are also important in securing
supply chains that promote American
competitiveness. Specifically, critical minerals,
industrial metals, semiconductors, and
pharmaceuticals supply chains are important to
maintaining and promoting American
competitiveness.*

With the current Administration’s goals promote
American competitiveness and rebalance the trade
deficit,>® VEOs are more likely to be used in the near
future to ensure United States has greater market
access.

VEO Implementation

Any VEO would most likely be implemented in a way
similar to how a VER is put into place. Typically,

VERs are negotiated by the Office of the U.S. Trade
Representative (USTR), often in coordination with the
Department of Commerce (DOC), after domestic
industries and Congress pressure the administration
to curb import surges. While Congress can legislate
quotas or tariffs, it has delegated broad negotiating
authority to the President under trade statutes such
as the Trade Expansion Act of 1962 and the Trade Act
of 1974, allowing the executive branch to secure
VERs as executive agreements without formal
congressional approval.’

The USTR conducts bilateral talks with the exporting
country, 8, typically under threat of harsher trade
restrictions, while DOC supplies import data, injury
analysis, and monitors compliance.®
Implementation occurs through the exporting
country’s own export controls, with U.S. Customs
and Commerce tracking adherence for the
agreement’s duration.

Challenges and Considerations for the Use of
VEOs

While VEOs are framed as cooperative agreements
that the exporting country implements unilaterally,
their implementation can be politically sensitive.
Similar to VERs, VEOs may be perceived by some
governments as imposed under pressure rather than
mutually beneficial. They may be seen, though, as a
preferable alternative to other trade barriers, such as
tariffs, that the United States might otherwise
impose.

This perception can strain relations with partner
countries and create tension with American
businesses that rely on open market access. In
addition, any VEO is likely to face a challenge in the
WTO Dispute Settlement Body under Article 11.1(b)
of the Safeguards Agreement, as it could be
reclassified as an export quota and thus treated as a
prohibited VER'
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