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There has been an extraordinary expansion of 
commerce in North America since NAFTA went into 
effect on January 1, 1994. For each of the three 
NAFTA countries, the percentage increase in exports 
to the other two has been larger than the export 
increase to the rest of the world from 1994 to 1999. 
This is shown in figure 1. 
 
Figure 1. Average Annual Increase in Intra-NAFTA Exports 
vs. NAFTA Exports to Rest of World, 1994–1999 

 
For Canada and Mexico, intra-NAFTA exports now 
represent between 85 and 90 percent of total exports. 
The U.S. proportion of intra-NAFTA exports is lower, 
but still amounts to 36 percent of all U.S. exports.  
 
The non-trade aspects of NAFTA are, perhaps, more 
interesting because they are more enduring than 
annual trade figures. I will approach these non-trade 
issues under four headings. 
 
Institutional development. Much anti-NAFTA 
sentiment focuses on the support of the agreement by 
large, multinational corporations. This is at the heart 
of Ralph Nader’s opposition. Most economists and 
academics who concentrate on North American issues 

are by no means in thrall to multinational 
corporations, yet they too support NAFTA in 
overwhelming numbers. Their interest is to establish a 
cooperative, interactive, and durable framework in 
North America for the benefit of all three countries. 
They generally have only passing interest in transitory 
matters that arise this month, or even this year, and 
then disappear. Instead, much of their focus is on 
institutions for deepening the interplay between 
nationals of the three countries in North America. 
This is taking place. With more than half a billion 
dollars of merchandise crossing the U.S-Mexico 
border each day, and more than a billion crossing the 
U.S.-Canada border each day, there is now a vast 
network of business relationships. Mexico has a 
growing and increasingly assertive environmental 
movement, which hardly existed earlier and probably 
would not exist at all if not for NAFTA. Universities 
throughout the three countries have inaugurated North 
American research and study centers. Civic 
organizations with cross-border connections, focusing 
on women’s and labor rights to the promotion of 
democracy, have mushroomed. 
 
Institution building is not a subject of great interest to 
the daily media. It is hardly mentioned by critics of 
NAFTA. But it is the basis for constructive long-term 
relationships in North America, and NAFTA has 
played an indispensable role in institution building. 
 
U.S. job loss and creation. There are no solid data on 
job losses (or job gains, for that matter) from NAFTA, 
only anecdotal cases of companies that have closed 
due to import competition from, or movement of 
production to, Mexico. The main methodology used 
by those estimating U.S. job loss has been to look at 
the size of the U.S. trade deficit with Mexico ($23 
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billion last year) and then to extrapolate job loss based 
on some static relationship between trade deficits 
(surpluses) and job loss (gains). The latest figure I 
came across from the Economic Policy Institute was a 
200,000-job loss from NAFTA. 
 
The methodology is badly flawed. The great engine of 
job creation in the United States is the booming U.S. 
economy. Jobs are constantly lost, and jobs are 
created. U.S. job turnover each year is estimated by 
the Department of Labor at eight million. Despite an 
overall U.S. trade deficit that is running at an annual 
rate of more than $400 billion this year, the U.S. 
unemployment rate hovers around 4 percent (i.e., the 
U.S. economy is operating at full employment). 
 
The number of U.S. jobs created since 1994, when 
NAFTA began, has been around 15 million. By 
contrast, the number of workers actually taking up the 
support that has been approved for retraining or 
relocating under trade adjustment assistance programs 
related to imports from Canada and Mexico is around 
100,000 over the full six and one-half years of 
NAFTA. The current U.S. problem is worker 
shortages, not job shortages. 
 
Politics of free trade. The politics of free trade has 
been divisive in the United States, mainly because 
people do lose jobs from imports even if the economy 
as a whole takes this in stride. Many of the job losses, 
moreover, have been in mature industries that face 
serious import competition, such as making apparel. 
The inability of the Clinton administration to secure 
fast-track authority for global or hemispheric trade 
negotiations can be attributed to the fear of 
competition from imports from low-wage, developing 
countries.  
 
However, there is another way to look at the politics 
of free trade. Mexico abandoned its long-standing 
import protection policy during the 1980s and then 
entered into free trade with the United States in 1994. 
Mexico, in essence, shifted from a managed, state-
controlled development model to a drive for export 
expansion, building on low import protection. Just last 
month, on July 2, Mexico also achieved a democratic 
breakthrough when the long-entrenched Partido 
Revolucionario Institucional lost the presidency. Is 
there a connection between the adoption of an open 
market economy and Mexico’s democratic 
accomplishment? I think so and will develop this 

theme further in the next issue of this monthly 
commentary. Mexico’s president-elect, Vicente Fox, 
has made clear that his objective is to deepen NAFTA 
even further. 
 
Concern over sovereignty. The central issue in the 
1988 Canadian national election was whether the FTA 
signed with the United States by the then 
Conservative government would lead to a loss of 
Canadian sovereignty. The argument of the head of 
the Liberal Party was that one thing leads to another: 
first a drastic diminution of economic independence 
and then a loss of political sovereignty. The 
Conservatives won the 1988 election, and the FTA 
went into effect on January 1, 1989. When the 
Liberals returned to power, their previous position 
was jettisoned, and the FTA was supported. The 
Liberals went further: they joined NAFTA, have since 
signed an FTA with Chile, and are strong supporters 
of the Free Trade Area of the Americas. The issue of 
loss of Canadian sovereignty stemming from free 
trade is now a dead letter, except at the margins of 
Canadian society. English Canada has concerns about 
protecting its cultural identity, but the old fear about 
free trade destroying the national ability to determine 
the important aspects of economic and political life is 
gone. 
 
Few influential Mexicans show any concern over a 
loss of sovereignty stemming from free trade. These 
old positions, once so important in our two 
neighboring countries, have been transferred to the 
United States, to the most powerful of the three 
NAFTA members. When the argument is made that 
free trade deprives the United States of economic 
sovereignty, as it frequently is, it is usually a 
subterfuge for protectionism. As Americans, it is far 
better to have prosperous than struggling neighbors, 
and NAFTA contributes to this objective.  
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