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Based in Houston, TX, the Council for North American Policy (CONAMP) is an independent non-partisan 
public policy organization whose research, publications, and programs advance ideas and policies in 
support of free and prosperous societies around the world.
!
The mission of the Council for North American Policy is to foster an understanding of the contemporary 
political, social, and economic issues confronting the United States, Mexico, and Canada by increasing 
public awareness and appreciation of the joint trade potential and cooperation opportunities of the 
region and the importance of a strong inter-North American working relationship. Our goal is to promote 
greater understanding between the people and to encourage discussion and participation towards the 
formulation of complex policy decisions in an increasingly prosperous and interdependent, globally 
competitive region. 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January 1, 2014 marked the twentieth 
anniversary of the North American Free Trade 
Agreement (NAFTA) going into effect.  NAFTA 
had a revolutionary impact on North America 
and permanently altered the relationship 
between the United States, Mexico, and Canada. 
Prior to NAFTA, the United States and Canada 
completed a bilateral free trade agreement in 
1988; however, the three states continued to 
interact on a bilateral basis. The NAFTA 
agreement created an economic partnership 
between the three neighbors with the use of 
trade and investment.  While the agreement has 
been a success and has improved relations 
among the three countries, more potential exists 
for further integration. If the United States, 
Mexico, and Canada can continue to cooperate 
and open more opportunities to economic 
integration, there will be subsequent openings 
for future economic growth. 

North America Today!
According to William Crosbie, as senior 
Canadian Trade Official, NAFTA was the first 

trilateral free trade agreement, it set new trade 
standards,and it had a global impact.  Presently, 1

the North American economy encompasses 444 
million people and a combined GDP of $17 
trillion a year.  The United States has the largest 2

economy in North America and therefore has 
larger trade interactions with both Mexico and 
Canada than the two smaller nations have with 
each other. In 2012, U.S. exports to Canada 
totaled over $292 billion and the total of 
Canadian exports to the U.S. was nearly $324 
billion.  The same year, U.S. exports to Mexico 3

were nearly $216 billion and Mexican exports to 
the U.S. totaled over $277 billion.  Trade 4

statistics do not fully explain the impact of these 
transactions.  For instance, “roughly 25 to 40 
percent of the value” of those imports are from 
components made in the United States and 
subsequently, the assembly and completion of 
those products takes place in Mexico or 
Canada.   Comparatively, the portion of U.S.-5

made content in imports from China is a mere 4 
percent.   According to New York Times 6

columnist Tom Friedman, the U.S. exports twice 
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“The future of the 
United States is, in 
many ways, linked 
to the futures of its 
North American 
neighbors on 
security, 
economic, and 
political issues” 
- James A. Baker III 



as much to Mexico as to China, more than twice 
as much to Mexico and Canada as to the 
European Union, and three times as much to 
Mexico and Canada compared with East Asia.    7

A Key First Step!
Until NAFTA, relations between Canada and 
Mexico were historically weak, however two 
decades of NAFTA cooperation have forged 
stronger ties.  As result of NAFTA, the Mexican 
market opened to Canadian companies; 
currently, Canadian owners account for 74 
percent of foreign-owned mining investment 
and 70 percent of the exploration being done 
today in Mexico.   Mexico became Canada’s 8

fifth-largest global export destination in 2010 
and third-largest source of imports worldwide.   9

NAFTA allowed Canadian companies to gain 
experience in the international marketplace, a 
crucial stepping stone to Canada’s evolution as a 
proliferator of Free Trade Agreements the 
largest and most recent of which  being the 
Canada-European Union Comprehensive 
Economic and Trade Agreement (CETA).  10

Mexico’s experience as a member of NAFTA 
allowed the country to embrace free trade and 
today it has free trade agreements with over 40 
other countries.  Since NAFTA, Mexican exports 
to all countries increased 475 percent and total 
imports increased 342 percent from 1994 to 
2011.   The Mexican economy is predicted to 11

become one of the top ten largest in the world 
by the year 2020.   The level of connectedness 12

in North American trade would not have been 
possible without NAFTA.  Evidently, the 
economic growth and integration, which has 
taken place in the last two decades, has helped 
to drive better relations on the continent.  

!

Improvements Needed!
Despite the benefits of NAFTA, there are still 
several areas that require improvement. NAFTA 
unlocked great potential; the initial burst of 
economic growth and development that 
occurred during the first few years of NAFTA’s 
implementation remain the greatest period of 
economic expansion to date. Between 1993 and 
2001, the most rapid job expansion in 
contemporary U.S. history occurred as a result of 
open trade and foreign direct investment.   The 13

full potential for growth under NAFTA has not 
yet been realized. NAFTA has done little in 
response to increased Asian exports, particularly 
since China’s entry into the World Trade 
Organization in 2001. NAFTA has not been 
modernized to reflect the needs of changing 
domestic industries and new industries. In 
addition to the lack of regulatory adoption, the 
process of economic integration in North 
America has been slowed by increased security 
measures that have been enacted in response to 
9/11.  

According to Professor Robert Pastor of 
American University, if a customs union had 
been established in North America, it could have 
saved as much as $400 billion a year on indirect 
taxes.   A customs union is one step beyond a 14

free trade agreement (on a scale of integration) 
because a customs union allows for free trade 
among members and a common set of external 
tariffs is established for countries outside of the 
customs union.  Further economic integration 
has the potential to help save money and 
increase trade efficiency in North America.  The 
most notable example of this is product testing 
in North American trade.  As Professor Pastor 
notes, if you add sunscreen to lipstick, the cost 
of exporting from the United States to Canada 
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increases $170,000 for a product line and to 
complete duplicate crash tests for new vehicles 
costs $150,000 each.   Improving cost efficiency 15

could create a more competitive North American 
market.  By simply focusing on product testing 
standards, firms that do business on the 
continent could save untold amounts of money 
and greatly improve trade efficiency.  

The energy sector is perhaps the newest and 
most untapped area where the potential for 
North American economic growth and 
prosperity exists.  According to the Manhattan 
Institute for Policy Research, North America is 
“awash in hydrocarbon resources: oil, natural 
gas, and coal.  The total North American 
hydrocarbon resource base is more than four 
times greater than the rest of the Middle East.”   16

Therefore,  energy independence is 
approachable for North America  due to a 
combination of oil sands in Canada, natural gas 
and oil supplies in the U.S. and Canada, and an 
expected increase in Mexican production. These 
energy sources “approach expected demand” 
for each respective country.   According to Dr. 17

Duncan Wood, Director of the Mexico Institute at 
the Wilson Center, the recently approved U.S.-
Mexico Transboundary Hydrocarbons 
Agreement will “create new levels of legal 

certainty for U.S. and Mexican firms operating in 
the Gulf border regions” and “has far-reaching 
implications in terms of regulatory cooperation 
between the two countries.”   For example, if 18

the two countries can work together, the Eagle 
Ford Formation, which crosses the U.S.-Mexico 
border and production opportunities would be 
maximized.  North American is “the fastest 
growing oil and gas region in the world” and is 
likely to remain so into the decade of the 
2020s.   Projected increases in production, 19

coupled with reduced North American 
consumption could increase real GDP “by 2.0 to 
3.3 percent” thus creating “2.2 to 3.6 million” net 
jobs on the continent.    20

However, an obvious concern is the impact on 
the environment.  Notably, all three countries 
have taken measures to address the issue.  In 
Canada, 90 percent of the water used in the 
production of the Alberta oil sands “is returned 
to the lakes and streams at the same purity as it 
was extracted.”   Individual states have taken 21

the lead in regulating hydraulic fracturing in the 
United States and “strict government controls for 
land and water quality” are in place in Mexico.   22

Cooperation between the three countries and 
leadership in working towards a common 
energy policy is the greatest challenge that faces 
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North America regarding energy policy. North 
America will undoubtedly benefit from the 
potential that currently exists and can take the 
lead in global energy production in the near 
future.  The leaders of North America must take 
charge to ensure that this happens. 

Future Prospects!
If efforts are made to streamline trade, improve 
cooperation on energy issues, and promote 
development in Mexico, the future prosperity 
and security of North America will be greatly 
enhanced.  By 2050, “Mexico is projected to be 
one of the world’s five largest economies” and 
the combined GDP of North America will be 
more than $50 trillion.   The future success of 23

North America hinges upon the political will to 
integrate and the ability to dispel 
misconceptions about how further cooperation 
can be beneficial to every country on the 
continent.  While at least 65 percent of the 
general public in all three countries believe that 
there should be free trade in North America, 
Americans vastly overrate the importance of 
China and Japan, ranking them as the top two 
countries that “have been the most important to 
U.S. markets” in recent years.   The truth is that 24

the United States “trades as much with Canada 
and Mexico” as it does with Brazil, China, India, 
Japan, Russia, South Africa, and South Korea 
combined.   Thus, increasing the public 25

understanding of the important trade 
partnership that is established on North America 
and continuing to develop it politically are very 
important tasks to be accomplished by U.S. 
leaders moving forward.  Interestingly, in all 
three countries, those who felt that national 
sovereignty would be undermined by further 
North American cooperation were outnumbered 
by those who felt that further cooperation is 

necessary to improve the standard of living and 
security (by majorities in Mexico and Canada, 
and by a large plurality in the United States).  

It is vital that the three nations work together on 
areas where there is common ground as well as 
to make improvements where there are differing 
priorities.  Majorities in all three countries prefer 
trilateral cooperation over pursuing 
independent national policies, particularly in the 
areas of borders and the environment.   The 26

largest concern for Mexicans regarding border 
issues is freedom of movement, while Americans 
are more focused on the issue of border 
security.   Immigration and border reform 27

legislation currently under consideration by the 
U.S. Congress could serve to help ease 
American concerns about border security while 
reducing the rigidity of the labor market. The 
United States could take the lead on this issue 
and implement reforms to lead the way toward 
improved cooperation on border issues. The 
same holds true for the notion of North 
American collaboration on other issues of 
importance.  Majorities in all three countries 
believe that close collaboration in North America 
will help the continent remain competitive in the 
face of growing competition from Asia and 
Europe.   Thus, it is essential that each country 28

pays heed to the concerns of its citizens and 
addresses areas of need domestically and 
internationally regarding North American trade 
competitiveness. 

The Trans-Pacific 
Partnership (TPP)!
Despite the importance of a unified North 
American approach to trade talks, the 
negotiations for the Trans-Pacific Partnership 
have demonstrated the opposite approach.  The 
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United States originally began negotiations on 
what would become the TPP in 2008 with series 
talks centering on the actual TPP beginning in 
2010.  However, Mexico and Canada had to 
lobby to become a part of the TPP.   They were 29

first included in the negotiations in 2012.  The 
TPP is unique because the United States already 
has free trade agreements in place with 
Australia, Canada, Chile, Mexico, Peru, and 
Singapore, which would account for 85 percent 
of the goods that the U.S. trades with TPP 
countries.   As North America is now fully 30

involved with the negotiating process, the TPP 
could be viewed as an extension of NAFTA.  As 
Professor Robert Pastor has noted, in 2010 North 
America accounted for 90 percent of the GDP of 
the TPP (excluding Japan), thus it would have 
made more sense for the U.S. to iron out trade 
issues within North America rather than putting 
primary emphasis on the TPP.   Professor 31

Pastor’s argument in favor of a customs union 
and unified North American product testing (as 
cost-saving trade measures) are certainly 
compelling in light of the fact that the North 
American economy is the driving force behind 
the creation of the Trans-Pacific Partnership. 

Despite the lack of a unified North American 
approach to TPP, the potential for a free trade 
agreement is still in the best interest of the 
United States, Mexico, and Canada.  The TPP 
now covers nearly 40 percent of the global 
economy since Japan was included in March 
2013.   The goals of the TPP include seeking to 32

reduce tariffs and trade barriers, updating trade 
regulations, and ensuring more fair competition 
among other things.    Secretary of State Hillary 33

Clinton declared that “Harnessing Asia’s growth 
and dynamism is central to American economic 
and strategic interests” and it is well known that 

access to the U.S. market is what many in Asia 
want.   Access to the American market also 34

means access to the Mexican and Canadian 
markets and therefore, it is truly in the North 
American interest to expand access to the 
continental market and to continue the work that 
was started with NAFTA.  

Conclusion!
NAFTA opened the door to greater connectivity 
in North America. Better relations on the 
continent and trade statistics bear witness to 
that. However, more can be done if the North 
American experiment is to truly begin to flourish. 
Small changes such as unified product testing 
standards could bring about greater trade 
efficiency on the continent and could transform 
trade in North America. The potential for an 
energy independent North America already 
exists because of the natural resources that are 
present. Thus, there is no reason why the United 
States, Mexico, and Canada cannot work 
together responsibly and make North America 
the energy powerhouse of the future.  To 
improve continental cooperation, public 
misconceptions about how the three countries 
relate to each other and work towards solving 
important issues such as immigration/migration 
and development in Mexico must be changed.  
North America is already significantly 
interconnected and working to improve relations 
with each other will bear, large positive results 
for all three countries involved.  The 
improvement and growth of the North American 
trade bloc has already transformed the world 
and looks to do so again with the Trans-Pacific 
Partnership.  Opportunity to strengthen North 
America and maintain global competitiveness is 
closer to home than it seems. 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