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Abstract: The United States of America, Mexico, and Canada reached an agreement 
on trade to modernize the North American Free Trade Agreement (NAFTA) on 
November 30, 2018 at the G20 Leaders’ Summit in Buenos Aires, Argentina. The 
United States–Mexico–Canada Agreement (USMCA) is expected to be mutually 
beneficial for the tripartite. For the past months, governments were short on details 
about the meaning of the new trade agreement. This paper aims to provide a better 
understanding of the new deal by introducing the trilateral trade between the three 
countries. Secondly, it highlights the most relevant chapters of the new agreement, 
and finally, it concludes by summarizing adjustments in several key areas and their 
potential impact in domestic politics for the tripartite.

Összefoglalás: 2018. november 30-án, a Buenos Aires-i G20-csúcstalálkozón az 
Amerikai Egyesült Államok, Mexikó és Kanada aláírta az Észak-amerikai Szabad-
kereskedelmi Egyezményt (NAFTA) megújító szerződést. Az USA–Mexikó–Kanada 
Egyezmény (USMCA) a várakozások szerint a partnerek számára kölcsönös előnyö-
ket biztosít. Az elmúlt hónapokban a három ország kormánya nem volt közlékeny 
a várható megállapodás részleteiről. A jelen elemzés célja, hogy az országok kö-
zötti háromoldalú kereskedelem bemutatásával, majd az egyezmény legfontosabb 
részeinek ismertetésével hozzájáruljon az új kereskedelmi megállapodás jobb 
megismeréséhez. Befejezésképpen a legfontosabb területek tekintetében beállt vál-
tozásokat, illetve azoknak a három partnerországra gyakorolt lehetséges hatásait 
veszi számításba.

INTRODUCTION

The trilateral economic relationship between the United States of America, 
Canada, and Mexico is of crucial interest due to the extensive trade activity 
and strong cultural ties in the region under the North American Free Trade 

Agreement (NAFTA). Trade between NAFTA members has more than tripled since 
the agreement entered into force in 1994. Total merchandise trade between the 
United States, Canada, and Mexico (the total of each country’s imports from one 
another) reached nearly $1.1 trillion in 2017. Through NAFTA, the United States, 
Mexico, and Canada form one of the world’s largest free trade areas, with one-third 
of the world’s total gross domestic product (GDP).

The United States–Mexico–Canada Agreement (USMCA), the new NAFTA or 
CUSMA, as it is named under Canadian Law, is a trilateral agreement. However, 
interests between the members can be understood as distinct bilateral economic 
relations. From the one hand, trade between the United States and Canada have a 
total goods and services trade estimated at $673.31 billion in 2017. Exports were 
$340.7 billion, imports were $332.3 billion. The entire US trade surplus with Canada 
was $8.4 billion in 2017. On the other hand, Canada and Mexico do not trade as 
much between each other. Exports were $8.1 billion in 2017. Canada imported 

https://www.cfr.org/backgrounder/naftas-economic-impact
https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cusma-aceum/index.aspx?lang=eng&utm_campaign=usmca-aeumc&utm_source=ip&utm_medium=slideshow-en
https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cusma-aceum/text-texte/toc-tdm.aspx?lang=eng
https://ustr.gov/countries-regions/americas/canada


 Gabriela Liñán 4

almost the same from Germany as what it did from Mexico, just 1.6 percent of 
its total exports went to Mexico. Finally, the United States and Mexico goods and 
service trade totaled an estimated $615.9 billion in 2017. Exports were $276.2 billion; 
imports were $ 339.8 billion. The total goods and trade deficit with Mexico were 
$63.6 billion in 2017.

Although common interests between Canada and Mexico to reinforce the 
strong economic ties between the three countries have been expressed during the 
negotiation process, it is clear that both sides have different bilateral priorities at 
stake. Hence, this section will briefly introduce bilateral trade separately between 
Canada, Mexico, and the United States to provide some context. The paper will then 
highlight the most relevant chapters of the new deal to understand whether some 
parties may have an individual preference at first glance, or the new NAFTA intends 
to continue promoting further economic integration among the North America 
region.

Figure 1
NAFTA Trade 2017 in Numbers

https://www150.statcan.gc.ca/n1/pub/13-609-x/13-609-x2018003-eng.htm
https://ustr.gov/countries-regions/americas/mexico
https://ustr.gov/countries-regions/americas/canada
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CANADA, THE UNITED STATES, AND MEXICO – 
ECONOMIC RELATIONS

The UniTed STaTeS and Mexico Trade FacTS

Mexico is one of the United States’ most important trading partners, ranking 
the second largest export market and third in total US trade (both imports 
and exports) in 2017. Since the implementation of NAFTA, the United States 

and Mexico have developed significant economic ties. Currently, United States 
exports going to Mexico account for 15.7 percent of its total exports. Mexico is also 
the largest supplier of agricultural imports entering the United States.

Figure 2
Exports per Destination

https://ustr.gov/countries-regions/americas/mexico
https://ustr.gov/countries-regions/americas/mexico
https://atlas.media.mit.edu/en/profile/country/usa/
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Mexico ranks second among US export markets after Canada and is the third 
most significant supplier of the total United States imports.

US iMporTS FroM Mexico

Leading US merchandise imports from Mexico in 2017 included motor 
vehicles, vehicle parts ($84 billion), electrical machinery ($62 billion), 
machinery ($54 billion), optical and medical instruments, orthopedic 

appliances ($14 billion), mineral fuels ($11 billion). US imports from Mexico increased 
by $176.5 billion in 2009 to $339.8 billion in 2017. Oil and gas imports from Mexico, 
which in 2011 were among the top five import items, have decreased sharply, 
dropping from $39.6 billion in 2011 to $15.8 billion in 2017. Canada maintains oil 
and gas exports to the United States as the second largest product.

Figure 3
Mexican Exports to the United States

https://ustr.gov/countries-regions/americas/mexico
https://atlas.media.mit.edu/en/visualize/tree_map/hs92/export/mex/all/show/2016/
https://atlas.media.mit.edu/en/visualize/tree_map/hs92/export/mex/all/show/2016/
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US exporTS To Mexico

Finally, US exports to Mexico in 2017 consisted of machinery ($43 billion), 
electrical machinery ($41 billion or 29 percent of exports to Mexico), vehicles 
($21 billion or 7.7 percent of export), mineral products such as refined 

petroleum ($27 billion), as shown in Figure 4. The total worth of services export to 
Mexico was an estimated $32.9 billion in 2017, 3.8 percent more than in 2016 and 
31.6 percent higher than in 2007. Leading services exports from the United States to 
Mexico were from the travel, transport, and intellectual property (computer software, 
industrial processes) sectors.

Figure 4
US Exports to Mexico, 2017

https://ustr.gov/countries-regions/americas/mexico
https://ustr.gov/countries-regions/americas/mexico
https://atlas.media.mit.edu/en/visualize/tree_map/hs92/export/usa/all/show/2016/
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The UniTed STaTeS and canada Trade FacTS

Canada was the United States’ largest goods exports market in 2017. The top 
export categories for the United States to Canada were: vehicles, mainly light-
duty trucks, vans, and SUVs ($52 billion), machinery ($43 billion), electrical 

machinery ($25 billion), mineral fuels ($20 billion), and plastics ($13 billion). Also, 
total exports of agricultural products represented $24 billion.

Figure 5
Canadian Exports to the United States

Primary goods include food and beverages, vegetable products such as fresh 
vegetables, fresh fruit, snack foods. Services exported from the United States to 
Canada were an estimated $58.4 billion in 2017, this amount represents a 7.5 per-
cent increment from the previous year and a total of 243 percent increment from 
1993 (pre-NAFTA). On the other hand, the top export categories from Canada to the 
United States were crude oil, vehicles, and machinery. Besides, agricultural products 
totaled $22 billion in 2017. Canada is the second largest supplier of agricultural 
products to the United States.

https://atlas.media.mit.edu/en/visualize/tree_map/hs92/export/can/usa/show/2016/
https://ustr.gov/countries-regions/americas/canada
https://www150.statcan.gc.ca/n1/pub/11-627-m/11-627-m2018016-eng.htm
https://www150.statcan.gc.ca/n1/pub/11-627-m/11-627-m2018016-eng.htm
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NAFTA RENEGOTIATION AND
THE UNITED STATES–MEXICO–CANADA AGREEMENT 

(USMCA)

The USMCA has a total of 34 chapters, 12 more than the original 1994 NAFTA. 
Unlike the NAFTA, the USMCA includes a section on labor, competitiveness, 
anticorruption, the environment, Mexico’s exclusive ownership of its gasoline 

and natural gas among other new topics. According to article 34.7, once the new 
trade agreement is in force, it is expected to last 16 years. After this period, the 
deal will automatically terminate unless the countries agree to renew the trade 
agreement for another 16 years. In other words, the USMCA, which is intended to 
go in force in 2019, would not terminate until the year 2035 and it can be renewed 
for another 16 years.

Nevertheless, Canada, Mexico, and the United States will have an opportunity to 
review the agreement every six years, at which they can decide whether to propose 
changes, renew it or terminate it. Also, countries have the opportunity to withdraw 
from the agreement with a six-month written notice. Even if one country withdraws, 
the agreement will remain in effect for the other countries.

eSTabliShMenT oF The Free Trade coMMiSSion

Another significant change is that the USMCA establishes a new international 
governing body. Chapter 30 of the agreement, called “Administrative and 
Institutional Provisions” establishes a Free Trade Commission composed of 

government representatives of each party at the level of ministers or their designees. 
This improvement appears to be broader in power than the original 1994 NAFTA 
Free Trade Commission.

According to Article 30.2, the Commission is entitled to:
(a)  Consider matters relating to the implementation or operation of the  

Agreement;
(b)  Consider a proposal to amend or modify the Agreement;
(c)  Supervise the work of committees, working groups, and other subsidiary 

bodies established under the Agreement;
(d) Consider ways to enhance trade and investment between the Parties further;
(e) Adopt and update the Rules of Procedure and Code of conduct; and
(f) Review the roster established under Article 31.8 (Roster and Qualifications of 

Panelists) every three years and, when appropriate, constitute a new roster.

This means that the USMCA’s Free Trade Commission can initiate or implement 
changes to the agreement, change the rules of procedure by it which operates, and 

https://ustr.gov/trade-agreements/free-trade-agreements/united-states-mexico-canada-agreement/agreement-between
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/34_Final_Provisions.pdf
https://www.international.gc.ca/trade-commerce/assets/pdfs/agreements-accords/cusma-aceum/cusma-34.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
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oversee the work by committees without individual consent or approval of domestic 
governments. Besides, the Free Trade Commission requires the United States, 
Mexico, and Canada to “establish and oversee a Secretariat comprising national 
Sections.” The role of the Secretariat will be to assist and promote the work of the 
Commission, provide administrative assistance to any dispute-settlement panels, 
and to cover the costs and expenses for panelists, assistants, and experts involved 
in a dispute-settlement proceeding.

Beneath the Free Trade Commission, the USMCA authorizes all three countries 
to establish 15 subordinate committees; further information on the committees 
may be found individually in each chapter. The committees will meet on an annual 
basis, they may propose changes on the chapter in the agreement that corresponds 
to their area, and these recommendations are to be submitted to the Free Trade 
Commission for thorough consideration.

coMpeTiTiveneSS in norTh aMerica

Committees will consist of representatives from the governments of all three 
countries. Representatives of each Committee will meet regularly and 
overall they are intended to strengthen regional economic relations. For 

instance, in Chapter 26 on Competitiveness, all three countries agree to establish a 
Competitiveness Committee with the goal to promote further economic integration 
among the Parties and enhance the competitiveness of American exports. In other 
words, the Competitiveness Committee aims to make the three countries as a whole 
more competitive with the rest of the world, seeing the tripartite as a regional bloc 
and not as individual parties. Overall, we can conclude that one of the Committee’s 
functions is to seek “further economic integration” between Canada, the United 
States, and Mexico.

environMenTal enForceMenT

In contrast with NAFTA, USMCA contains a chapter on the environment. Chapter 
24 recognizes the importance of addressing global environmental challenges. 
Even though the USMCA did not include a reference to the United Nations 

Framework Convention on Climate Change (UNFCCC) or the Paris Agreement, 
Article 24.28 does highlight the importance on “international instruments” aimed 
at ensuring the sustainable use and conservation of marine species. The footnote 
at the end of the article refers to international authority such as the United Nations 
Convention on Law of the Sea (UNCLOS), FAO Code of Conduct for Responsible 
Fisheries, UN Fish Stocks Agreement, among others.

Additionally, the USMCA identifies several ambitious environmental and 
conservation topics to be addressed through trilateral cooperation. These include 
the recognition in article 24.12 of the importance of the prevention and reduction 
of marine litter, including plastic litter and microplastics; the conservation and 

https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/00_Preamble.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/26_Competitiveness.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
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sustainable management of forests, including tackling illegal trade in forest, wild 
fauna and flora; and the reduction of invasive alien species through trade-related 
pathways. It also introduces a ban on subsidies that contribute to overfishing. 
Article 24.20 mentions that “no Party shall grant or maintain any of the following 
subsidies,” subsidies that negatively affect fish stocks and subsidies available to a 
vessel or operator.

labor aS Foreign policy

The USMCA states new views on labor which ought to be adopted by the 
parties. One that is relevant to note is that no party should impose a limitation 
on “the total number of natural persons that may be employed in a particular 

financial service sector or that a financial institution or cross-border financial service 
supplier may employ and who are necessary for, and recently related to, the supply 
of a specific financial service in the form of numerical quotas or the requirement 
of an economic needs test.” In other words, no government can limit or restrict the 
number of employees that private companies want to bring cross-border. Thus, 
it protects the interest of Mexican and Canadian companies in a situation where 
the US government would tighten their immigration laws. In addition, Article 23 on 
labor rights emphasizes that each country must ensure that “migrant workers are 
protected under its labor laws, whether they are nationals or non-nationals of the 
Party.” This applies to residents working in any of the three countries under the 
USMCA.

Another change from the original 1994 NAFTA is the inclusion of law that at 
least 40 to 45 percent of automobiles under USMCA will have to be made with a 
production wage rate that is at least $16/hour by 2023. Although this can be positive 
for US workers, this opens possibilities for further consideration on transnational 
wage regulation.

Article 23.9 urges the parties to recognize the goal of promoting equality 
of women in the workplace and that “accordingly each party should implement 
policies.” Although the footnote at the end states that the article requires no additional 
action on the part of the United States, it invites especially Mexico and Canada to 
strengthen its policies for protecting women on labor discrimination. Nevertheless, 
under Article 23.12, all three countries agree to cooperate on addressing gender-
related issues in the field of labor and employment, including the elimination of 
discrimination on the basis of sex in respect of employment, occupation, and wages. 
The Parties also compromise to provide opportunities for a diverse workforce, 
including the promotion of equality, the elimination of employment discrimination 
with respect to age, disability, race, ethnicity, religion, sexual orientation, and the 
protection of migrant workers. In addition, members can sanction one another for 
labor violations.

https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/24_Environment.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/17_Financial_Services.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/23_Labor.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/04_Rules_of_Origin.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/23_Labor.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/23_Labor.pdf
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inTellecTUal properTy

Chapter 20 of the USMCA covers a wide range of intellectual property issues. 
However, the changes mostly affected pharmaceuticals patents, copyrights, 
and trademark owners. While most of the text concerns policy objectives and 

best practices, the following are the two important changes to Intellectual Property 
Rights.

1. Copyright term extension to Life of Author plus 70 years.
This new rule provides that the term of a copyright is the life of the author 
plus 70 years. However, both in Mexico and Canada’s domestic Copyright 
Acts provides that the term of a copyright is the life of the author plus 50 
years. Both countries will have 2.5 years to fully implement this requirement.

2. The data protection term for biologics has increased from eight years to ten 
years.
The USMCA imposes an eight-year period of market exclusivity to 
manufacturers of innovative drugs, during which a generic manufacturer 
cannot obtain approval to market a generic version of the innovative product.

Enforcement of Intellectual property rights is one of the key changes from 
NAFTA to the USMCA, as NAFTA required only 50-year copyright after the death of 
the author and 8-year data protection for biologics. This policy may have a direct 
impact on domestic biologic innovation and prices, as it will lock in exclusivity on 
certain pharmaceutical products and technologies for a larger time.

CONCLUSION

There are many things to assimilate in the new trade agreement between 
Mexico, Canada, and the United States. A key element is that changes 
constitute a cosmetic improvement rather than a new deal. President Donald 

Trump on the USMCA affirms that “it is not NAFTA redone, it is a brand new deal.” 
This fact is arguable. The full USMCA text is available for analysis: as we have seen, 
significant adjustments cover several general key areas on labor, competitiveness, 
anticorruption, the environment, Mexico’s exclusive ownership of its gasoline and 
natural gas among other new topics. Overall, the text is aimed to improve the 
trading relationship between the three countries. The most significant changes 
that could impact innovation are the extended intellectual property protections of 
US pharmaceutical companies selling prescription drugs in Canada and Mexico. 
This provision will grant longer protections to biologic drugs against competitors 
and will probably raise their profits. The changes that could have a major impact 
on the economy is the inclusion of the law that 45 percent of automobiles under 
USMCA will have to be made with a production wage rate that is at least $16 per 
hour by 2023. Although this can be positive for North American workers, and it 

https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/20_Intellectual_Property_Rights.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/20_Intellectual_Property_Rights.pdf
https://www.ic.gc.ca/eic/site/cipointernet-internetopic.nsf/eng/h_wr02281.html
https://www.ic.gc.ca/eic/site/cipointernet-internetopic.nsf/eng/h_wr02281.html
https://www.ic.gc.ca/eic/site/cipointernet-internetopic.nsf/eng/h_wr02281.html
https://www.nytimes.com/video/us/politics/100000006138441/trump-usmca-nafta-press-conference.html
https://www.nytimes.com/video/us/politics/100000006138441/trump-usmca-nafta-press-conference.html
https://www.nytimes.com/video/us/politics/100000006138441/trump-usmca-nafta-press-conference.html
https://ustr.gov/trade-agreements/free-trade-agreements/united-states-mexico-canada-agreement/agreement-between
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/04_Rules_of_Origin.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/04_Rules_of_Origin.pdf
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could potentially bring further consideration on a transnational wage regulation in 
the region, the new imposition will impact the price of the automobiles coming from 
the three countries, bringing competitiveness at stake. Finally, another significant 
change is that the USMCA establishes a new international governing body. Chapter 
30 of the agreement, called “Administrative and Institutional Provisions” establishes 
a Free Trade Commission composed of government representatives of each party 
at the level of ministers or their designees. This improvement appears to provide for 
broader powers than the original 1994 NAFTA Free Trade Commission. Committees 
can also be established with the aim of making the three countries as a whole 
more competitive with the rest of the world as mentioned in Chapter 26, seeing the 
tripartite as a regional bloc and not as individual parties.

The author is a PhD-candidate at Corvinus University of Budapest.

https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/30_Administrative_and_Institutional_Provisions.pdf
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/26_Competitiveness.pdf

