
Chapter II: NAFTA's role in trucking 

About NAFTA 

NAFTA is also known as the North American Free Trade Agreement. NAFTA covers Canada, Mexico, and 

the United States. This makes it the world’s largest free trade area in terms of its GDP. NAFTA was 

launched around 20 years ago. Its purpose is to reduce trading costs, increase the investment in 

business, as well as to help North America become more competitive in the global marketplace.  

All taxes between these three countries were eliminated in January 2008. And from 1993 to 2009, the 

trade amount tripled from $297 billion, to $1.6 trillion dollars.  

The NAFTA was started back in January 1st, 1994. It is an agreement to remove both investment barriers 

and taxes in the United States, Canada, and Mexico, as well as to encourage further trade. The NAFTA 

includes a previous 1989 agreement between the US and Canada to remove taxes on agricultural trade. 

Meanwhile, Canada and Mexico had a separate deal regarding agricultural products that got rid of most 

of the taxes over a period of 15 years. The complete requirements of this NAFTA agreement, which 

included the elimination of these taxes, were executed around 14 years after the first signing of NAFTA 

on January 1, 2008.  

The NAFTA was signed in 1992 by US President George H.W. Bush, Carlos Salinas, President of Mexico, 

and Brian Mulroney, the Prime Minister of Canada. It was then approved in 1993 by the legislatures of 

those three countries – The US House of Representatives approved it by 234 to 200 on November 17, 

1993. It was then approved by the US Senate by 60 to 38 on November 20. The NAFTA was officially 

signed into law by US president Bill Clinton on December 8, 1993. And on January 1994, the NAFTA 

entered force. Although it was signed by President Bush, the NAFTA became a priority of President 

Clinton, with its passage considered as one of the very first successes of his administration.  

The drive for starting NAFTA began with President Ronald Reagan, who campaigned on a North 

American common market. The Congress passed the Trade and Tariff act back in 1984. Because of this, it 

gave the president an ability to discuss about free-trade agreements, while the Congress is only given 

the capability to approve or disapprove, and not change negotiation points.  

Meanwhile, Prime Minister Mulroney has agreed with President Reagan to start the discussions 

regarding the Canada-United States Free Trade Agreement, which was signed back in 1988, and went 

into effect in 1989. This agreement is now suspended due to the signing of the NAFTA. President Salinas 

and President Bush then began discussions for a liberalized trade between the United States and 

Mexico. Before the NAFTA, Mexican taxes on imports from the US were 250% higher that US taxes on 

imports from Mexico. Canada then asked for a trilateral agreement in 1991, which eventually led to the 

NAFTA. Then in 1993, concerns regarding the liberalizations and labor and environmental regulations led 

to the implementation of two additional policies to the NAFTA. 

The NAFTA outlines its purpose based on Article 102 of the agreement: The NAFTA fulfills the 

signatories’ status of the Most Favored Nation. It promotes conditions of fair competition. It gets rid of 



barriers to facilitate and exchange the cross-border movement of services and goods. Investment 

opportunities are also increased. It also gives protection and enforcement of the rights to intellectual 

property.  

The NAFTA has achieved its purpose by getting rid of trade barriers, increasing opportunities in 

investment, and establishing actions for resolving disputes over trade. More importantly, the NAFTA has 

increased the competitiveness of the three countries that are involved in the global marketplace. This is 

important due to the launch of the European Union, China’s economic growth, plus other countries that 

are slowly emerging in the world market. Europe has eventually replaced the United States as the 

world’s biggest economy in 2007.  

But despite the benefits of NAFTA, the agreement has remained highly controversial. The disadvantages 

of NAFTA were usually pointed out during presidential campaigns. Before the NAFTA was even ratified, 

1992 presidential candidate Ross Perot has made a prediction that the United States would lose around 

5 million jobs, which is around 4% of total US employment, to lower-cost workers from Mexico. But this 

has never happened since Mexico went into a recession, and the US entered into a stage of prosperity. 

American workers were relocated by low-cost imports from Mexico, but research has shown that it was 

more than 2,000 per month.  

During the 2008 presidential campaign, NAFTA was attacked from all sides. Barack Obama blamed 

NAFTA for the growth of underemployment in the US. He says that the NAFTA has helped businesses at 

the cost of US workers. The NAFTA has also not given enough protection against the exploitation of 

workers, as well as the environment along the Mexican border. Hillary Clinton has also incorporated the 

NAFTA into her pledge, to strictly implement all the existing agreements on trade, as well as prevent the 

new ones. Both candidates have also promised to either adjust or back out of NAFTA altogether. But 

Obama hasn’t done anything about the NAFTA ever since he became president. And presidential 

candidate Ron Paul has mentioned that he will eliminate the NAFTA, and that it was responsible for a 

NAFTA Superhighway, comparing it to the European Union. But unlike the European Union, the NAFTA 

does not impose a single currency among its signatories. Paul has also maintained his position in the 

2012 presidential campaign.  

Meanwhile, Republican nominee John McCain supports NAFTA. He also did all of the agreements 

regarding free trade. But in fact, he just wanted to implement an existing section within the NAFTA that 

promises to open up to the trading industry of Mexico and the US. 

NAFTA has created the world’s biggest free trade area. Around 450 million people are producing $17 

trillion dollars worth of services and goods. One benefit to all those who signed the NAFTA is that it 

would increase trade between the three countries. The Office of the US Trade Representative has said 

that between 1993 and 2009, US services and goods that have traded with NAFTA tripled from $297 

billion to $1.6 trillion. The partners of NAFTA were also the two biggest purchasers of United States 

exports back in 2010. Canada has purchased $248.2 billion, and Mexico has purchased $163.3 billion. 

These two were only surpassed by Chinese imports. The savings from US companies for Mexico have 

become a huge benefit for the NAFTA. The United States is also the biggest source of foreign direct 



investment in Mexico. This has accounted for around half of the $19 billion dollars that were invested in 

the country back in 2006. One more benefit is that these US-based companies have given around 50% of 

their investment funds for factories in Mexico that build products from US components, only to be 

shipped back to the US. These assembly-based companies account for half of exports from Mexico and 

over $41 billion dollars when it comes to yearly sales. 

The association of jobs from the United States to Mexico has become one of the disadvantages for the 

US. The division of manufacturing has lost a huge amount of jobs to Mexico, because of the younger 

low-cost labor force, which has attracted most US companies. The advantage for these companies is 

that their products can be made a lot cheaper, plus it increases overall profits. And the downside for 

American workers is that they become too pricey, not to mention that there is a loss of manufacturing 

jobs to Mexico. From 1994 to 2010, around 682,000 US jobs were lost. The areas with the highest 

concentration of job losses were found in manufacturing areas in California, Texas, New York, and 

Michigan. Together with the loss of jobs to China, this subject has become a huge political issue. And for 

those companies that didn’t move their businesses to Mexico, there was anticipation that in order to 

compete with success, workers should have to keep minimum increases to their salaries. Some 

companies have even threatened to move across the border to lessen the likelihood of union 

representation, since this usually led to a small amount of wage growth. 

The NAFTA has led to a farm crisis in Mexico. Around 1.3 million farm jobs were lost because of the 

subsidization of farmers in the US. A lot of these US farmers were subsidized from up to forty percent. 

This means that produce was being sold from Mexico at a lower cost. This is shared with a decrease in 

subsidies for Mexican farmers. The lack of balance means that the competition from the US has 

overcome the smaller Mexican farming communities. 

Ever since the start of the NAFTA, the three economies haven’t had much integration. Although these 

three countries have seen significant advantages, there is still no sign of a true integration of efficiencies 

and markets. The European Union is actually far more along when it comes to creating trading blocs, but 

the economies of Canada, Mexico, and the United States surpass those nations that are part of the 

European Union. It was expected that the NAFTA would improve the wealth of the citizens of the 

partners, yet that has not happened. However, the three countries all have important rural properties, 

and this could lead to North America becoming the most powerful world energy market. And in turn, 

this could lead to firm economies in all three countries, plus bigger growth throughout their economies.  

There have also been calls regarding the reformation of the NAFTA agreement by politicians from all 

three countries. These reforms could comprise of labor, intellectual property provisions, as well as 

environmental issues. In the case of Mexico, these issues regarding the environment can be quite 

expensive. This is because their government has estimated that the price of environmental degradation 

at 10% of the GDP each year. Their farmers are also using more fertilizers and chemicals that could 

cause a huge amount of pollution. Also, farmers have moved onto more marginal land. This has caused 

the amount of deforestation rates of around 630,000 hectares per year. 



The NAFTA was made over 20 years ago to develop trading between Mexico, Canada, and the United 

States. The NAFTA’S other purpose was to make these three countries a lot more competitive in the 

global market. It has become hugely successful in fulfilling this goal. Nowadays, the NAFTA is the largest 

free trade agreement in the entire world.  

So why the NAFTA is often criticized? It’s because this success comes with a price. One of the problems 

that the NAFTA has brought is that the amount of jobs in the US has been lessened. Another downside is 

that it has oppressed a lot of Mexican farmers, along with its environment.  

It took around three United States presidents, plus more than a decade, to get NAFTA off the ground. 

President Reagan came up with a North American agreement that would compete with the Treaty of 

Rome, which would later become known as the European Union.  

The NAFTA and the EU’s Treaty of Maastricht were both signed in 1993. With having a $15.79 trillion 

GDP in 2012, the European Union is currently the world’s largest economy. But if someone were to 

combine the economies of the members of NAFTA: The United States’ $15.94 trillion, Canada’s $1.513 

trillion, and Mexico’s $1.788 trillion, then it would easily become the biggest, at $19.24 trillion.  

NAFTA has made the world’s biggest free trade area. 450 million people in Canada, Mexico, and the US 

are allowed to export goods to each other at a low price. Because of this, the NAFTA is responsible for 

over $1.6 trillion in services and goods each year. It is also estimated that the NAFTA is the reason for 

the US economy’s increasing value, as measured by its GDP by as much as .5% a year.  

The NAFTA has also tripled its trade in less than 20 years, because it has softened trade between 444 

million people in three countries. This trade between the three member countries grew from $297 

billion back in 1993, to $1.6 trillion in 2009. Exports in the US have also increased from $142 billion, to a 

huge amount of $452 billion in 2007. Farm exports from the US have also benefitted from lower tariffs 

from Mexico, and grew to 156%. Services such as health care and banking have quadrupled between 

2003, and their peak in 2007.  

The United States was also a recipient of low-cost imports from Canada and Mexico. These imports have 

increased from $151 billion to a record of $568 billion in 2007. Gas, as well as food prices were also 

reduced by the NAFTA, by getting rid of taxes on oil imports from Mexico. The financial crisis back in 

2008 also put a restraint when it came to trade, so by 2009, exports from the US have risen from only 

$438 billion, while imports have improved to $397 billion.  

The benefits that trading gets from NAFTA: It removes tariffs. By removing these tariffs, the amount of 

inflation is also reduced by lowering the cost of imports. The NAFTA also makes agreements regarding 

international rights for business investors. This also lowers the trade costs, which encourages 

investment and growth, most especially for minor businesses. The NAFTA also gives the capacity for 

firms in their member countries to bid on contracts by the government. Lastly, the NAFTA also protects 

individual properties. 



The amount of trade between the members of the NAFTA has also quadrupled, from $297 billion in 

1993, to $1.6 trillion in 2009. Goods that were exported from the United States to Canada and Mexico 

grew from @$142 billion to $452 billion in 2007, and then dropped to $397 billion in 2009, all thanks to 

the financial crisis in 2008. Meanwhile, exports from Canada and Mexico to the United States increased 

from $151 billion to $568 billion in 2007 then went down to $438 billion in 2009.  

Because of NAFTA, the agricultural exports to both Canada and Mexico went up from 22% of total US 

farm exports in 1993, to 30% in 2007. These agricultural exports to these two countries were also bigger 

than the combined exports to the next six largest markets. The amount of exports to Canada and Mexico 

nearly doubled. It grew to 156%, compared to a 65% growth to the rest of the world.  

NAFTA has also increased exports from farms since eliminating those tariffs from Mexico. Mexico is 

actually one of the biggest export destinations for US-grown rice, beef, corn sweeteners, apples, beans, 

and soybean meals. Mexico is also currently the second largest export destination for soybeans, oils, as 

well as corn.  

40% of the United States’ GDP is composed of services, which includes financial services as well as 

health care. But these are not moved easily, so it is important to be able to export them to nearby 

countries as well. The NAFTA has also upgraded the service exports of the US to Canada and Mexico, 

from $25 billion in 1993 to $106.8 billion in 2007. This eventually dropped to $63.5 billion in 2009. 

Service imports from these two countries only amounted to $35 billion. 

NAFTA also removes barriers of trade in nearly all service sectors. These sectors are usually highly 

regulated. The NAFTA also requires its governments to put out all of their regulations, which lowers the 

hidden costs of doing business.  

The United States has also imported oil that is worth $116.2 billion from Canada and Mexico, as shale 

oil. This has reduced the US’ dependency when it comes to oil imports from locations such as Venezuela, 

and the Middle East. The US also no longer imports oil from Iran. This is because Mexico is known as a 

friendly country. The President of Venezuela is known to criticize the United States quite often. Iran and 

Venezuela have also started promoting and selling their oil in currencies aside from the US dollar, which 

has caused the decline in the value of the US dollar.  

And since the NAFTA has removed tariffs, the price of oil has gone lower. This is also true for food 

imports, which usually amounted to $29.8 billion in 2010. Without the NAFTA, the cost of fresh 

vegetables, fruits (with the exception of bananas), chocolate, and beef would be very high.  

Ever since the NAFTA was passed, the amount of US foreign direct investments in Canada and Mexico 

also tripled to $357 billion in 2009, to $348.7 billion in 2007. The Mexican and Canadian FDI in the US 

also grew up to $237.2 billion, from $219.2 billion in 2007. Which means a lot of investment was poured 

into US manufacturing, as well as finance, insurance, and banking companies.  



The NAFTA has lessened the risk of investors by assuring that they will get the same legal rights as local 

investors. Through NAFTA, investors can also create legal claims against the government if their industry 

is taken into public sector, or if it takes their possessions by an eminent domain.  

But the NAFTA also has a lot of disadvantages. First of all, the NAFTA makes it possible for a lot of US 

manufacturers to move their jobs over to Mexico, which has a lower cost. In order to compete in this 

industry, then manufacturers must keep their wages lowered. The next disadvantage is that a lot of 

Mexico’s farmers were put out of their jobs by farm products that were subsidized by the US. NAFTA’s 

conditions for labor in Mexico, as well as their environmental protection, were not powerful enough to 

stop those workers from becoming exploited.  

The NAFTA was also not spared from growing costs. The economies of the three members did get some 

benefits—However, some sectors also suffered from it. NAFTA is also criticized for demolishing jobs in 

the United States and lowering their wages. Others have also accused the NAFTA for exploiting Mexican 

workers, polluting their environment, and destroying their farms. Lastly, the NAFTA increases their US 

trade deficit.  
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