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Introduction
The title “North Atlantic Free Trade Agreement” contains a factual error that should be clarified
immediately: NAFTA stood for the North American Free Trade Agreement. It linked Canada, Mexico,
and the United States in a regional trade framework that entered into force on January 1, 1994 and
remained operative until the United States–Mexico–Canada Agreement (USMCA) replaced it on July 1,
2020. NAFTA reduced tariffs, created rules for investment and services, established dispute
procedures, and accelerated the integration of North American supply chains. Its economic effects
were never uniform. Exporters and consumers benefited in some sectors, while import-competing
industries and particular communities faced concentrated adjustment costs. A current analysis also
has to move beyond the older debate about whether NAFTA should be renegotiated, because
renegotiation already occurred. The first USMCA six-year joint review took place on July 1, 2026. The
United States did not agree to renew the agreement in its current form, so negotiations continue
while the USMCA itself remains in force (USTR, 2026).

What NAFTA Changed
NAFTA expanded an existing Canada–United States trade relationship to include Mexico and created
rules for a region containing economies with very different wage levels, institutions, and development
patterns. The agreement progressively lowered tariffs and provided rules covering customs,
investment, services, intellectual property, and dispute settlement. It also required rules of origin so
that preferential treatment would apply to goods genuinely produced within North America rather
than products merely entering through the member with the lowest external tariff. Regional
integration became especially visible in automobiles, agriculture, electronics, energy, and
manufacturing supply chains, where intermediate goods could cross borders several times before final
assembly. Trade expanded significantly after 1994, but attributing every later change to NAFTA would
be misleading because exchange rates, automation, China’s rise in global manufacturing, recessions,
technology, and domestic economic policy also shaped outcomes. A sound evaluation therefore asks
what likely would have happened without the agreement rather than treating every post-1994 gain or
factory closure as direct proof for or against free trade.
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Employment, Distribution, and Regional
Adjustment
Trade agreements create gains and losses simultaneously. Export-oriented firms can expand when
foreign barriers fall, and businesses using imported components may gain from lower input costs.
Consumers can benefit through lower prices and wider product choice. At the same time, import
competition can reduce employment in specific plants and communities, particularly when production
relocates or firms fail to adapt. These concentrated losses matter even when the economy-wide effect
is modest because displaced workers may lose wages, benefits, identity, and local opportunities that
cannot be replaced quickly. Technology and automation also reduced manufacturing employment,
making simple attribution difficult. Mexico gained substantial export manufacturing and investment,
but benefits differed across regions and workers, while agricultural and labor-market adjustment
generated real concerns. Canada gained secure access to its largest market while continuing to
debate dairy, lumber, energy, culture, and national policy autonomy. The central lesson is that trade
policy and adjustment policy are inseparable if gains are expected to be broadly shared.

Why USMCA Replaced NAFTA
By the 2010s, NAFTA no longer addressed important parts of the modern economy. Digital trade,
cloud services, e-commerce, data flows, contemporary supply-chain practices, and stronger
expectations concerning labor enforcement had developed well beyond the 1992 text. Political
dissatisfaction in the United States also focused on manufacturing losses, trade deficits, rules of
origin, and the perception that labor standards were too weakly enforced. Negotiations beginning in
2017 produced the USMCA, which entered into force on July 1, 2020. The replacement retained the
core trilateral free-trade framework but revised automotive content rules, added labor-value
requirements for parts of vehicle production, expanded digital-trade provisions, strengthened labor
enforcement, changed parts of investor-state dispute settlement, and updated agriculture and other
rules. The Rapid Response Labor Mechanism created a more direct process for investigating alleged
denial of collective-bargaining and freedom-of-association rights at covered facilities in Mexico. These
changes illustrate that replacing NAFTA was more a substantial renovation of North American
integration than abandonment of regional trade.

The 2026 Joint Review
The USMCA contains a periodic review mechanism that brought the three countries together for the
first six-year joint review on July 1, 2026. According to the Office of the United States Trade
Representative, the United States declined at that meeting to renew the agreement in its current
form. This did not terminate the USMCA. The agreement remains in force while negotiations continue,
and the review mechanism allows unresolved issues to be revisited in later annual reviews rather
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than causing immediate expiration (USTR, 2026). The United States and Mexico held several bilateral
negotiating rounds during 2026 covering automobiles, rules of origin, economic security, labor,
agriculture, steel and aluminum, electronic payment services, and other implementation questions.
The review therefore became a process of bargaining rather than a simple yes-or-no renewal event.
Businesses value predictable regional rules, while governments are using the review to seek changes
they believe will strengthen domestic manufacturing, compliance, and supply-chain security. A
neutral assessment should distinguish those government objectives from independently verified
economic effects.

How to Evaluate North American Trade Today
The effectiveness of North American trade rules should be evaluated across several dimensions rather
than through trade volume alone. Relevant measures include productivity, real wages, investment,
consumer prices, manufacturing resilience, environmental performance, labor rights, regional
inequality, and the reliability of critical supply chains. Stronger rules of origin can support regional
production but also raise compliance costs; labor enforcement can improve working conditions but
depends on credible investigations and remedies; digital-trade provisions can facilitate services while
creating legitimate questions about privacy and regulatory autonomy. Domestic policy remains crucial
because trade agreements cannot by themselves provide retraining, mobility assistance,
infrastructure, education, regional development, or income support to people who bear adjustment
costs. The same principle applies to industrial strategy. Governments increasingly want North
American capacity in semiconductors, energy, critical minerals, medical products, and advanced
manufacturing, yet subsidies and local-content requirements can create new trade disputes. Regional
integration now sits at the intersection of efficiency, national security, labor policy, and technological
competition.

Conclusion
NAFTA was the North American Free Trade Agreement, not the North Atlantic Free Trade Agreement.
From 1994 to 2020, it deepened economic integration among Canada, Mexico, and the United States
and contributed to the development of complex regional supply chains while also producing uneven
adjustment across sectors and communities. USMCA replaced NAFTA on July 1, 2020 and updated
rules concerning automobiles, labor, digital trade, agriculture, and dispute settlement. The most
important current development is the 2026 joint review: the United States did not agree to renew
USMCA in its present form on July 1, but the agreement remains legally in force while the parties
continue negotiations (USTR, 2026). This makes North American trade policy a continuing process
rather than a settled historical episode. The strongest analysis avoids both automatic praise of free
trade and the assumption that one agreement explains every economic loss. Outcomes depend on
agreement design, enforcement, corporate strategy, technology, exchange rates, macroeconomic
conditions, and domestic policies that determine how benefits and costs are distributed.
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