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The North America trade and production platform built under NAFTA’s umbrella 
has re-oriented the economic relationship between Mexico, Canada, and the United 
States. Millions of jobs across the continent are supported by the 1.3 trillion USD 
of annual trade and significant cross border investment. The US-Mexico economic 
relationship has particularly expanded. The new United States-Mexico-Canada 
Agreement (USMCA) would preserve these beneficial economic ties and provide 
an important modernization of NAFTA. While the prospects for approval in the US 
remain unclear, preserving a three-way trade agreement remains very much in the 
interest of Mexico, the United States, and Canada. 
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he United States, Mexico, and Canada have forged a massive trad-
ing and production network over the past three decades. The North 
American Free Trade Agreement (NAFTA) opened the doors for a 
significant reorientation of all three economies. Combined, Canada 

and Mexico are the US’ largest economic partners and the US is by far the larg-
est economic partner for Mexico and Canada. Up to 14 million US jobs depend 
on NAFTA trade; likewise, US trade and investment supports millions of jobs in 
Mexico and Canada. Trade between the three countries now amounts to 1.3 trillion 
USD a year: over 80 percent more than China-US trade.1

The Mexico-US relationship has undergone a major transformation during these 
years. Bilateral trade is six times its size before NAFTA existed, reaching 616 bil-
lion USD in 2017, and the nature of trade changed from traditional commerce to  
intra-industry and intra-firm trade. The two countries became joint producers instead 
of merely traders2 and greatly expanded cooperation across a wide range of issues.3

Debate about whether to ratify the new agreement, called the USMCA (the US-
Mexico-Canada Agreement) in the US and T-MEC (Tratado México-Estados Unidos-
Canadá) in Mexico, will be lively in the US Congress. The prospects for rapid ratifi-
cation are low. This paper explores the background, substance, and outstanding issues 
regarding the new North American trade agreement from the US-Mexico perspective.

What is NAFTA?

NAFTA was negotiated from 1990 to 1993 and entered into force on 1 January 
1994. At the time, it was the most modern and progressive trade agreement in the 
world. Before NAFTA’s signature, there had not been a trade agreement as broad 
in coverage and as deep in mutual commitments. NAFTA became a model to help 
update the multilateral trading system in the GATT’s Uruguay Round (1986-1994) 
and for subsequent free trade agreements.
 
Why Was it Negotiated?

For the United States, NAFTA was a way to embrace its southern neighbor, as well 
as to open new markets for US products. The United States had already concluded a 

1 Office of the United States Trade Representative, “The People’s Republic of China,” https://ustr.gov/countries-re-
gions/china-mongolia-taiwan/peoples-republic-china
2 Christopher Wilson, “Growing Together: Economic Ties between the United States and Mexico,” Mexico Institute, 
Woodrow Wilson International Center for Scholars, 20 March 2017, p. 11, https://www.wilsoncenter.org/publication/
final-report-growing-together-economic-ties-between-the-united-states-and-mexico 
3 Earl Anthony Wayne, “Presentation US-Mexico Relations for the Tampa Foreign Relations Committee,” 7 December 
2018, https://d2jt48ltdp5cjc.cloudfront.net/users/37537/uploads/5be2ba13-315b-477a-a618-eee12de88acd.pdf
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trade agreement with Canada, and President George W. Bush and key cabinet mem-
bers wanted to overcome the heritage of a “distant” relationship with Mexico that 
had characterized US-Mexico interactions. For the US, this was part of a broader re-
structuring of international relationships following the collapse of the Iron Curtain.4

“For Mexico, NAFTA was a way to attract foreign investment, to 
increase the rate of economic growth, and to generate new jobs 

through exports.”
For Mexico, NAFTA was a way to attract foreign investment, to increase the rate of 
economic growth, and to generate new jobs through exports. In the 1980s, Mexico 
had experienced poor economic performance and a loss of international investor con-
fidence. Mexico’s average GDP growth was barely above zero for much of the decade. 
Following this, Mexico’s government decided that it needed to offer assurances to pro-
vide security for foreign investments and to gain guaranteed access to the massive US 
market. While Mexico’s government considered other options for expanding trade, it 
concluded that a NAFTA negotiation was the best way forward, recognizing the power 
of geography and the existence of a friendly administration in Washington.

How Well has NAFTA Worked?

If one looks at the goals of promoting trade, investment, and the implementation 
of transparent and stable rules, NAFTA has been enormously successful. Trade be-
tween the three countries increased from just over 300 billion USD in 1993 to more 
than 1.3 trillion USD in 2017; that is a jump of some 390 percent.5 To illustrate, US 
trade with NAFTA exceeds trade with the entire European Union and almost dou-
bles that with China.

US trade with Mexico has grown six times its size since 1993. It now totals more 
than US trade with all of the BRICS (Brazil, Russia, India, China and South Africa).6 

4 Alan Riding, “Distant neighbors: A portrait of the Mexicans,” (Vintage, 1984).
5 Francisco Sandoval, “US- Mexico Trade Relationship under NAFTA: Modernization and Opportunities,” https://
naftamexico.net/naftaworks/presentations/US-MXTradeRelationshipAUG2018.pdf, Plate 8 August 2018; Holly K. 
Sonneland, “Chart: NAFTA by the Numbers in 2017,” 1 March 2018, https://www.as-coa.org/articles/chart-nafta-num-
bers-2017.
6 Christopher Wilson et al., “Charting a New Course: Policy Options for the Next Stage in US-Mexico Relations,” 
March 2017, https://www.wilsoncenter.org/sites/default/files/charting_a_new_course.pdf; United States Census 
Bureau, “Foreign Trade - Trade in Goods with Mexico” https://www.census.gov/foreign-trade/balance/c2010.html; 
Bureau of Economic Analysis US Department of Commerce, “International Trade in Goods and Services,” November 
2018, https://www.bea.gov/data/intl-trade-investment/international-trade-goods-and-services.
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Mexico trades more than one million USD a minute with the US. It is the US’ sec-
ond largest export market and the first or second largest export market for some 28 
states. Mexico sells about 80 percent of its exports to the US7 and has developed 
highly sophisticated export sectors, including vehicles, electronics, machinery and 
medical devices.8 

With NAFTA, cross-border investment also boomed. Mexico attracted investment 
(FDI) from the US and other countries through improved practices and by guaran-
teed access to the US through NAFTA.9 In 2015, Canada and Mexico had FDI val-
ued at 388 billion USD in the US, and the United States’ FDI in Canada and Mexico 
was valued at 452 billion USD.10 In 2016, the US had 88 billion USD of investment 
in Mexico, and Mexico had 17 billion USD in the US.11

Under NAFTA, the private sector built regional production networks, covering au-
tomotive, petrochemical, aerospace and other manufactured goods. The countries of 
North America do not only trade with one another: they produce together.12 A 2010 
study found that there was by far more US content in US imports from Mexico and 
Canada than from any other country in the world.13 Mexico led the way with the 
2010 study estimating that a finished manufactured good from Mexico arriving in 
the US had on average 40 percent US content. Some 50 percent of NAFTA trade is 
estimated to be intermediate goods.14

NAFTA contributed to a reorientation of all three economies, with positive and neg-
ative effects. For example, NAFTA opened Mexico to US agricultural products, 
which contributed to the massive migration from rural Mexico to cities and to the 
US. It also spurred modernization of Mexico’s agricultural sector, which now has 
significant vegetable and fruit exports to the US, while Mexico remains the third 
largest agricultural export market for US farmers. 

Some US manufacturing jobs were shifted to Mexico. However, overall many more 
US jobs are now supported by US-Mexico trade than was the case in 1993. A 2016 
7 Trading Economics, “Mexico Exports By Country,” https://tradingeconomics.com/mexico/exports-by-country 
8 OECD, “Mexico,” https://data.oecd.org/mexico.htm 
9 OECD, “Mexico.”
10 Bureau of Economic Analysis, US Department of Commerce, “Foreign Direct Investment by Country and Industry,” 
https://www.bea.gov/data/intl-trade-investment/foreign-direct-investment-by-country-and-industry 
11 Bureau of Economic Analysis, US Department of Commerce, “Activities of U.S. Affiliates of Foreign Multinational 
Enterprises (MNEs),” https://www.bea.gov/data/intl-trade-investment/activities-us-affiliates-foreign-mnes
12 Wilson (2017), in particular the chapter "A Regional Manufacturing Platform."
13 Office of the United States Trade Representative, “US-Mexico Trade Facts,” https://ustr.gov/countries-regions/amer-
icas/mexico 
14 Joseph Parrilla, “How US states rely on the NAFTA supply chain,” Brookings Institution, 30 March 2017, https://
www.brookings.edu/blog/the-avenue/2017/03/30/how-u-s-states-rely-on-the-nafta-supply-chain/ 
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study found US-Mexico trade supports some five million US jobs, compared to 
estimates of only 700,000 jobs in 1993.15 The debates surrounding the effects of 
the agreement have been passionate, but not always well-founded. Critics often in-
correctly attribute the ill effects of technological changes and the rise of China as a 
global manufacturing power to NAFTA.16

“US trade with Mexico has grown six times its size since 1993.”
What do Mexicans, Americans, and Canadians say about NAFTA?

Contrary to conventional wisdom, there is broad support for NAFTA in North 
America. According to a 2012 survey, 76 percent of Mexicans consider that it 
has benefited the country; in the most recent similar survey (2016), the responses 
show a majority in favor of international trade and investment.17 In the US, the Pew 
Research Center found 56 percent viewed the agreement as positive for the country 
in 201718 while for the last 20 years, approximately 75 percent of Canadians have 
favored free trade in North America.19 The Chicago Council on Global Affairs has 
been tracking US opinion of NAFTA since 2008: Between 2008 and 2018, there was 
more than a 20 percent increase in positive views towards NAFTA, with 63 percent 
of respondents agreeing that it is good for the US economy.20

 
Why Renegotiate NAFTA?

From an economic perspective, the agreement needed to be modernized.21 Sectors 
such as electronic commerce were not included in NAFTA and other areas needed to 

15 Wilson (2017).
16 A succinct but complete analysis, with reliable figures, is that of Hufbauer et al., “NAFTA at 20: Misleading Charges 
and Positive Achievements,” Peterson Institute for International Economics,  May 2014, https://piie.com/sites/default/
files/publications/pb/pb14-13.pdf 
17 Division of International Studies of the Center for Economic Research and Teaching (CIDE), “Mexico, the Americas 
and the World,” 2016, https://www.lasamericasyelmundo.cide.edu/micrositio/category/mexico 
18 Alec Tyson, “Americans generally positive about NAFTA, but most Republicans say it benefits Mexico more than 
US,” Pew Research Center, 13 November 2017, http://www.pewresearch.org/fact-tank/2017/11/13/americans-general-
ly-positive-about-nafta-but-most-republicans-say-it-benefits-mexico-more-than-u-s/ 
19 Frank Graves, “North America at the Crossroads,” Ekos Politics, 1 September 2017, http://www.ekospolitics.com/
index.php/2017/09/north-america-at-the-crossroads/ 
20 Dina Smeltz and Karen Whisler, “Pro-Trade Views on the Rise, Partisan Divisions on NAFTA Widen,” Chicago 
Council on Global Affairs, 14 August 2017, https://www.thechicagocouncil.org/publication/pro-trade-views-rise-par-
tisan-divisions-nafta-widen?utm_source=media&utm_campaign=rpt18&utm_medium=article&utm_term=nafta-pub-
lic-opinion&utm_content=report 
21 Earl Anthony Wayne, “NAFTA needs a facelift, not a lobotomy,” The Hill, 5 June 2017, https://thehill.com/blogs/
pundits-blog/economy-budget/336351-nafta-needs-a-facelift-not-a-lobotomy.
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be updated, for example, expanding the coverage of trade in services and protection 
of intellectual property rights (IPR).22 In the more political arena, NAFTA’s envi-
ronmental and labor side letters needed to reflect the higher levels of commitment 
in more recent trade agreements. US labor unions and their supporters in Congress 
argue that Mexico should adopt and implement higher labor and environmental 
commitments to create a “fairer” trade relationship.23

In 2012, Mexico and Canada joined the US and others in the negotiation of the 
Trans-Pacific Partnership (TPP), which the three governments viewed as a way to 
update and expand coverage of all areas needing improvement in NAFTA, as well as 
expanding the number of countries that would adopt the new commitments. While 
a TPP agreement was reached, in January 2017, President Donald Trump pulled out 
of it.24 President Trump had also campaigned with promises to renegotiate NAFTA 
or withdraw from it. This new US stance led to a formal renegotiation of NAFTA, 
which began in August 2017.25 Agreement on a draft text was reached at the end of 
September 2018. Leaders of the three countries signed the draft agreement on 30 
November 2018.
 
What Were the Most Controversial Renegotiation Issues?

The new agreement contains 34 chapters, 12 more than NAFTA. It updates previous-
ly existing chapters and adds others to “modernize” the agreement.26 Modernization 
was relatively easy to achieve because negotiators could work from the basis of the 
earlier TPP negotiations. The negotiators incorporated deeper labor and environment 
commitments and stronger dispute settlement provisions for them. They added chap-
ters covering corruption, small and medium enterprises, and competitiveness, for ex-
ample.27 The most controversial issues in the negotiation were already in the original 
agreement, especially regarding the rules of origin for the automotive sector, agricul-
ture, mechanisms for settling disputes, in addition to the “sunset clause.”

22 For a deeper look at the subject, see Ortiz-Mena, “Toward a Positive NAFTA Renegotiation: A Mexican Perspec-
tive,” in C. Fred Bergsten and Monica de Bolle (eds.), A Path Forward for NAFTA, Washington, DC, Peterson Institute 
for International Economics, July 2017, pp. 24-35. 
23 See Wayne’s January 2018 Senate testimony at: https://www.foreign.senate.gov/hearings/the-economic-relation-
ship-between-the-united-states-canada-and-mexico-013018 
24 Earl Anthony Wayne and Oliver Magnusson, “The Death of TPP: The Best Thing That Ever Happened to China,” 
The National Interest, 29 January 2017, https://nationalinterest.org/feature/the-death-tpp-the-best-thing-ever-happened-
china-19232 
25 Earl Anthony Wayne, “The sprint to revise NAFTA has millions of jobs on the line,” The Hill, 21 August 2017, 
https://thehill.com/blogs/pundits-blog/economy-budget/347323-sprint-to-revise-nafta-has-millions-of-jobs-on-the-line, 
Earl Anthony Wayne, “Avoid Chaos: Negotiate A Modern NAFTA” Forbes, 15 November 2017, https://www.forbes.
com/sites/themexicoinstitute/2017/11/15/avoid-chaos-negotiate-a-modern-nafta/#c2a8d4c34f74 
26 Tori K. Whiting and Gabriella Beaumont-Smith, “An Analysis of the United States–Mexico–Canada Agreement,” 
The Heritage Foundation, 28 January 2019, http://report.heritage.org/bg3379 
27 Earl Anthony Wayne, “New NAFTA will end the tyranny of uncertainty if approved,” The Hill, 3 October 2018, 
https://thehill.com/opinion/finance/409649-new-nafta-will-end-the-tyranny-of-uncertainty-if-approved 
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Automotive Rules of Origin

The rules of origin specify the characteristics that goods have to be traded in the 
North American region without paying a tariff.28 If goods are entirely produced in 
the region they enjoy preferential treatment, but for externally produced compo-
nents, the percentages of regional content that allow a good to be considered “North 
American” are established in the rules of origin.29 For the automotive sector, NAFTA 
established a regional value-added rule of 62.5 percent of total content. Under the 
USMCA, this percentage increases to 75 percent, of which 40 percent must come 
from locations that pay at least 16 USD per hour in wages.30 There is also a new 
requirement to use steel and aluminum produced in the region.31

“Contrary to conventional wisdom, there is broad support for 
NAFTA in North America.”

The negotiators sought to strike a balance: If the regional content requirements were 
very low, there would be low incentives to invest in the region; if the requirements 
were too high, the rules could break up the existing production chains. Also, given 
the complexity of the new system, companies could choose to operate under the US’ 
World Trade Organization (WTO) commitments, whereby the companies would pay 
only a 2.5 percent tariff, rather than comply with the new North American rules.32 
The United States threatened to use a “national security” rationale to impose high-
er tariffs on autos, which would serve to press companies to use the new USMCA 
rules. Foreseeing this possibility, Canada and Mexico included provisions in the 
USMCA allowing them to export a certain volume of cars to the US, even if the US 
imposes national security tariffs. Nevertheless, a number of experts argue that the 
new rules could make auto production less competitive in North America and glob-
ally, increase prices for domestic consumers, and cost jobs in all three countries.33

28 Technically, they have zero tariffs.
29 For most of the goods the system of change of tariff classification is used in order to determine the requirements to 
obtain preferential treatment; in the automotive sector, the value-added system is used.
30 The requirement is 40 percent for cars and 45 percent for vans.
31 Earl Anthony Wayne, “US auto proposals pose big challenge for NAFTA talks,” The Hill, 15 May 2018, https://
thehill.com/opinion/finance/387742-us-nafta-proposals-are-solutions-in-search-of-problems; Earl Anthony Wayne, 
“Hardball trade tactics will leave US workers battered and bruised,” The Hill, 6 June 2018, https://thehill.com/opinion/
finance/390857-trumps-trade-hardball-will-leave-us-workers-battered-and-bruised 
32 The most-favored-nation tariff is the tariff rate which member countries of the WTO offer to countries with which 
they do not have a preferential trade agreement.
33 Greg Keenan, “North America’s New Free Trade Agreement: Impacts on the North American Auto Sector,” Wilson 
Center, 31 January 2019, https://www.wilsoncenter.org/article/north-americas-new-free-trade-agreement-impacts-the-
north-american-auto-sector; Earl Anthony Wayne, “Down the stretch they come: Nations must push to finish NAFTA 
deal,” The Hill, 22 August 2018, https://thehill.com/opinion/finance/403053-down-the-stretch-they-come-leaders-must-
push-to-finish-nafta-deal 
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 Agricultural Sector

Regarding Mexico, Florida farmers requested that the US impose limits on Mexican 
tomato exports when US producers were in high production phase.34 Mexico 
successfully resisted these demands. With regard to Canada, the US focused on 
Canada’s complex production and price control system in dairy.35 Both the United 
States and Canada claimed victory, but several studies estimate that any increased 
US dairy exports will be marginal.36

 
Dispute Settlement Mechanisms

Chapter 11 of NAFTA established a dispute settlement mechanism between for-
eign investors and the State.37 The US negotiators wanted to eliminate it; in part 
arguing that the chapter encouraged US investment in Mexico rather than in the 
US. American businesses argued that this reasoning was flawed, with the energy 
industry, for example, pointing out that energy investment in Mexico could not take 
place in the US and that they needed the protections afforded by this mechanism.38 
A compromise was achieved whereby US investments in energy, infrastructure, and 
telecommunications will remain covered by the agreement’s dispute settlement, but 
auto manufacturers and others will not have the protections they enjoyed under 
NAFTA.39

Chapter 19 of NAFTA allows for a bi-national panel to review determinations of 
each of the countries regarding unfair trade practices: dumping and subsidies. This 
is very important for Canada and Mexico because they see it as a restriction to the 
ability of the US to impose tariffs or quotas to combat allegedly unfair practices 
without the decisions being properly justified by law or based on adequate evidence. 
This mechanism is retained in the new agreement.

34 Tom Karst, “Florida growers disappointed in reworked trade deal with Mexico,” The Packer, 27 August 2018, 
https://www.thepacker.com/article/florida-growers-disappointed-reworked-trade-deal-mexico 
35 In this video (in English) comes a good explanation of the regulation of dairy products in Canada: Karin Shedd, 
“Canada’s protectionist diary policies and why Trump hates them,” CNBC, 19 October 2018, https://www.cnbc.
com/2018/10/19/canada-protectionist-dairy-policies-milk-trump-nafta-usmca-tariffs.html 
36 Roger Noll and Robert E. Litan, “Extra milk exports to Canada under Trump’s rebranded NAFTA will be a drop in 
the bucket,” Brookings Institution, 8 October 2018, https://www.brookings.edu/blog/up-front/2018/10/08/extra-milk-
exports-to-canada-under-trumps-rebranded-nafta-will-be-a-drop-in-the-bucket/ 
37 See in this same book the article by Edna Ramírez.
38 Earl Anthony Wayne and David R. Shedd, “Assuring Energy Security with a Modern NAFTA,” Forbes, 9 May 
2018, https://www.forbes.com/sites/themexicoinstitute/2018/05/09/assuring-energy-security-with-a-modern-nafta/#4f-
da5f463019 
39 In 2018, Mexico joined the International Center for Settlement of Investment Disputes of the World Bank Group Dif-
ferences, offering another alternative for resolving investment disputes, regardless of coverage T- MEC. See Interna-
tional Center Settlement of Investment Disputes, “El CIADI y el Grupo del Banco Mundial,” https://icsid.worldbank.
org/sp/Pages/about/ICSID%20And%20The%20World%20Bank%20Group.aspx 
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Chapter 20 of NAFTA relates to dispute resolution between governments about the 
interpretation and application of the agreement. This mechanism has not worked 
particularly well because any country can block the establishment of a panel. It was 
agreed to leave the mechanism unchanged; in other words, decisions are binding, 
but any party can still block the establishment of panels.40

 
Termination Clause

The so-called “sunset clause” arose from a US proposal that the new agreement 
should automatically expire at the end of its fifth year, unless the three countries 
agreed it should continue. Canada, Mexico, and business associations vigorously 
opposed this proposal because the main objective of NAFTA is to provide certainty 
to investors, exporters, and importers through stable and clear rules. It was agreed 
to give the new agreement a minimum life of 16 years, and in the sixth year, the 
three governments would meet to determine whether an additional period of 16 is 
provided, and so on every six years.41

 

“Economic analyses estimate significant costs for all three North 
American economies if NAFTA were ended.”

Is the USMCA a Better Agreement than NAFTA?

US, Mexican, and Canadian business and farm organizations welcome the new agree-
ment because it preserves much of NAFTA and would restore certainty to the North 
American market.42 In Mexico, then President-elect Andres Manuel López Obrador 
(AMLO) was pleased with the outcome. He is believed to support the agreement in 
part because it will provide certainty for some 80 percent of Mexico’s exports and al-
low him to focus on domestic reforms in Mexico. He also insisted on a weaker energy 
chapter in the agreement, which assures Mexican sovereignty in that sector.

A full evaluation of the agreement will only be possible once it is put into practice.43 
From a Mexican perspective, however, the new agreement appears beneficial:
40 Simon Lester, “Panel Appointments and Rosters in the New NAFTA,” International Economic Law and Policy Blog, 
26 October 2018, https://worldtradelaw.typepad.com/ielpblog/2018/10/index.html
41 Wayne (2018).
42 Whiting and Beaumont-Smith (2019).
43 See Ortiz-Mena (chapter 3) in the following publication: https://piie.com/publications/piie-briefings/path-forward-
nafta. One of the first analyses is that of Hufbauer and Globerman: “The United States-Mexico-Canada Agreement: 
Overview and Outlook,” https://piie.com/system/files/documents/hufbauer201811-usmca.pdf. Albright Stonebridge 
Group made a synthesis on relevant topics of T-MEC for companies: “Unpacking the USMCA: Answers to the essen-
tial questions,” 11 October 2018, https://www.albrightstonebridge.com/files/Unpacking%20the%20USMCA.pdf 
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•	 It used NAFTA as a basis for negotiations, taking advantage of what had 
worked well since 1993 and incorporates modernization proposals agreed by 
Mexico in the TPP negotiations.

•	 No new tariffs or quotas were introduced.
•	 The trilateral agreement was maintained.
•	 An agreement was reached in a reasonable time, and reflected the collabora-

tion of the outgoing and incoming Mexican administrations.
•	 The agreement provides stable rules for at least sixteen years.
 

From the perspective of Mexico (and other NAFTA stakeholders) problematic  
issues include:

 
•	 It is still difficult to update the agreement, which may be even more important 

as the three economies face waves of new technologies that will likely trans-
form industries.44

•	 The auto sector rules of origin may prove too costly, complex, and restrictive 
making the industry less competitive. The same may be true for new textile 
industry rules.45

•	 Dispute settlement mechanisms were weakened.46

•	 A new clause regarding notification of possible agreements with non-market 
economies may restrict the autonomy of trade policy for Mexico and Canada.47

Nevertheless, the bottom line for Mexico and for many stakeholders in the US and 
Canada is that the USMCA provides a workable framework for regional trade and 
investment.48

 

44 Earl Anthony Wayne and Raquel Chuayffet, “A North American Workforce Development Agenda,” Wilson Center, 
30 April 2018, https://www.wilsoncenter.org/publication/north-american-workforce-development-agenda; Earl Antho-
ny Wayne, “North America is unprepared for the jobs of tomorrow,” The Hill, 7 June 2018, https://thehill.com/opinion/
finance/391163-north-america-is-unprepared-for-the-jobs-of-tomorrow 
45 This is one of the main criticisms of the T- MEC making Hufbauer and Globerman. The rules of origin for textiles are 
synthesized in this site: https://globalapparelforum.com/effects-usmca-textiles-explained/; Greg Keenan, “North Amer-
ica’s New Free Trade Agreement: Impacts on the North American Auto Sector,” The Wilson Center, 31 January 2019.
46 For investment disputes between Mexico and the United States, USMCA will be used; for disputes between Canada 
and Mexico, CPTPP, and Canada and the United States will resolve their investment differences using the legal instanc-
es available in each of those countries.
47 There is talk of restrictions to negotiate a free trade agreement with non-market economies (non- market economies 
or NMEs). See Article 32:10: Government Mexico, “Exceptions and Official Provisions,” https://www.gob.mx/cms/
uploads/attachment/file/401204/32ExcepcionesyDisposicionesGenerales.pdf 
48 Carlos Gutierrez and Peter Mandelson, “Navigating the Global Trading System Crisis: What Businesses need 
to know,” Albright Stonebridge Group, 10 September 2018, https://www.albrightstonebridge.com/files/Navigat-
ing-the-Crisis-in-the-Global-Trading-System.pdf 
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What are the Ratification Prospects for the USMCA?

Canada and Mexico both want the US to lift tariffs put on their steel and alumi-
num exports to the US during the negotiations before the USMCA goes into effect, 
but legislative approval does not appear to be a major hurdle at present in either 
country.49 The main challenge is that the Democrats now control the US House of 
Representatives and will likely be reluctant to grant a “victory” to President Trump. 
At a minimum, they will demand additional concessions in the form of stronger 
enforcement of labor and environmental commitments. Some are also expressing 
opposition to provisions they say will raise drug prices for consumers.50 On the con-
servative side, some are asking for the deletion of sexual orientation provisions and 
stronger protection for US investments in Mexico.51 On 8 February 2019, the US 
administration submitted to Congress a relatively short list of laws that will need to 
be changed under the USMCA.52

Pundits are divided about the prospects for US ratification. Though the business 
and agricultural sectors are pushing for ratification, the Democrats may opt to de-
lay. President Trump has threatened to withdraw from NAFTA if Congress does 
not approve the USMCA. If the President were to announce a withdrawal from 
NAFTA, congressional Democrats would likely challenge in court his right to take 
such action unilaterally arguing that NAFTA is a mixed Executive-Congressional 
agreement.53

What Would the Costs be of a US Withdrawal?

Economic analyses estimate significant costs for all three North American econo-
mies if NAFTA were ended.54 Job losses are estimated to range between 1.4 to 4 
million for the US, 1.5 to 10 million for Mexico, and 0.5 million to 1.2 million for 

49 Earl Anthony Wayne, “New NAFTA will end the tyranny of uncertainty if approved,” The Hill, 3 October 2018; 
Joseph Francois, Laura M. Baughman, and Daniel Anthony, “Round 3: ‘Trade Discussion’
or ‘Trade War’? The Estimated Impacts of Tariffs on Steel and Aluminum,” Trade Partnership Worldwide, 5 June 
2018, http://tradepartnership.com/wp-content/uploads/2018/06/232RetaliationPolicyBriefJune5.pdf; Jaqueline Varas, 
“The Cost of Steel and Aluminum Tariffs on Canada, Mexico, and the European Union,” American Action Forum, 31 
May 2018, https://www.americanactionforum.org/research/the-cost-of-steel-and-aluminum-tariffs-on-canada-mexico-
and-the-european-union/
50 For example, see Morning Trade by Politico: https://www.politico.com/newsletters/morning-trade/2019/02/08/
dont-count-on-that-trump-xi-meeting-before-march-506294; and Sabrina Rodríguez, “Lighthizer proposes use of 
Section 301 for USMCA enforcement,” Politico, 7 February 2019, https://www.politico.com/newsletters/morn-
ing-trade/2019/02/07/lighthizer-proposes-use-of-section-301-for-usmca-enforcement-505384 
51 Whiting and Beaumont-Smith (2019).
52 Jeffrey J. Schott, “What USTR Just Told Congress about the USMCA,” Peterson Institute for International Econom-
ics, 8 February 2018, https://piie.com/blogs/trade-investment-policy-watch/what-ustr-just-told-congress-about-usmca
53 Whiting and Beaumont-Smith, (2019).
54 Jen Kirby, “Trump has threatened to withdraw from NAFTA. What’s next?,” Vox, 4 December 2018, https://www.
vox.com/2018/12/4/18123809/usmca-trump-nafta-withdrawal-congress 
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Canada. Medium-term GDP losses and trade declines are also estimated to be sig-
nificant, while China, Korea, Japan, and Germany would benefit. On the other hand, 
one study of the US-Mexico border economy suggests that there would be signifi-
cant gains in jobs and GDP in both countries with the kind of additional economic 
integration that could come under the USMCA.55

 
What if NAFTA Remains in Effect?

Until a political consensus is achieved in the United States, the continuation of 
NAFTA would be acceptable to Mexico, as well as to Canada and US stakeholders. 
However, politics in the US seem tilted toward either a new agreement or scrapping 
NAFTA. Mexico’s legislature is currently considering a major labor reform aimed 
at creating a new system for labor and union rights which may well address some 
of the concerns raised by US unions and Democrats in Congress. AMLO has been a 
champion of improved wages and working conditions, but the Mexican government 
opposes re-opening the negotiations.

Mexico and Canada are seeking to expand trade with others as a way to reduce de-
pendence on the US market. But trade diversification will only provide limited relief 
in the foreseeable future. The key to continued economic prosperity for Mexico and 
Canada is a positive and expanding economic relationship across North America. 
The US also has much to gain from sustaining and strengthening its North American 
economic partnerships for the global economic competition ahead. Geography is 
destiny for all three North American neighbors.56

55 Earl Anthony Wayne, “Potential Costs of Withdrawing from NAFTA: Presentation by E. Anthony Wayne,” Wilson 
Center, 20 February 2018, https://www.wilsoncenter.org/article/potential-costs-withdrawing-nafta-presentation-e-an-
thony-wayne 
56 “Bordernomics - Defining Economic Opportunities, Potential, and Challenges Confronting the US – Mexico Border 
Region and Strategies for Enhanced Prosperity,” The Perryman Group, 7 February 2018, https://www.perrymangroup.
com/wp-content/uploads/Perryman-Bordernomics-Exec-Summary-2-7-2018.pdf 


