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The Legacy of NAFTA in Mexico 
 

 In 1988 Carlos Salinas de Gortari was elected President of Mexico, succeeding Miguel de 
la Madrid. Salinas de Gortari continued de la Madrid’s market reforms to curtail the debt crisis 
that had hit Mexico in 1982. Beginning in 1989 the Mexican government began negotiations 
with the United States on a sweeping trade deal that would help Mexico recover its economic 
profile, the North American Free Trade Agreement (NAFTA). Eventually including Canada and 
going into effect in 1994, NAFTA transformed North America into the largest free trade zone in 
the world and catapulted the Mexican economy into a global competitor and closely tied to the 
United States. However, despite surface-level parameters indicating NAFTA’s positive effects 
on Mexico, the trade agreement failed to deliver structural development. 
 
 There was a clear motivation for Mexico to enter NAFTA as the country’s economy in 
the 1980s was largely closed off. This not only disincentivized a close trade relationship but also 
hurt potential growth in a period of economic instability. Perhaps the largest indicator of 
NAFTA’s impact on the Mexican economy was related to GDP. Mexico’s GDP in 1990 was 
$261 billion and the national poverty rate 50% (World Bank Data). In the first year of NAFTA, 
1994, GDP nearly doubled to $527.8 billion. More importantly, NAFTA granted Mexico most 
favored nation status to Canada and the United States under the World Trade Organization rules. 
Mexico and the United States traded $671 billion in goods in 2018 and Mexico became the 
United States’ largest trading partner one year later (US Census Bureau 2020). NAFTA was 
clearly successful in opening up Mexico’s economy to globalization, which was the intended 
goal of the agreement. 
 
 Notwithstanding the favorable effects of NAFTA on GDP, Mexico was unable to 
improve other critical problems of the economy, namely poverty, inequality, and year-over-year 
growth. Since 1994, Mexico’s poverty rate has only decreased from 50% to 41% and inequality 
has dropped a mere 6 points from 54 to 48.3 (World Bank Data). It is true that the country has 
become more equal, but while the middle class had developed, the lower classes remained 
relatively the same cite Castaneda article or another scholar. Mexico did sustain strong economic 
growth from 1996 to 2000, with highs of nearly 7% in 1997 and 2000 (Castañeda 2004) but 
growth has stagnated to less than 2% in recent years.  

 
It is also notable that NAFTA spurred many manufacturing, and many industries, like 

aerospace and telecommunications. Regardless, wages in Mexico’s industries these industries 
continue to be significantly lower in Canada or the United States. University of Texas El Paso 
professor Kathleen Staudt calculated “the United States and Mexico rank among the most 
unequal 40 country pairs out of 300 that share a land border…the gaps between the two countries 
have widened since NAFTA took effect” (Staudt 2018). 

 
Moreover, Mexican nationalists and observers alike are concerned about Mexico’s 

dependence on the United States as a trade partner, a consequence of most-favored-nation status. 
The United States is not only Mexico’s largest trade partner but also accounts for 76% of its 
southern neighbor’s trade (US Census Bureau). Its dependence on the United States can be seen 
in the aftermath of the 2009 financial crash. U.S. GDP dropped 2.7% whereas Mexico’s 
plummeted 5.3%, its lowest since the Tequila Crisis (Castañeda 2004). In fact, this dependence 
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would be a subject of Andres Manuel Lopez Obrador’s presidential campaign in 2018 when he 
campaigned to increase Mexico’s autonomy from the United States so it could control its own 
development path.  

 
NAFTA enabled Mexico to become the largest supplier of agricultural goods to the U.S.  

Much of Mexico’s smallholder farmers plowed maize, and the free trade zone would 
hypothetically allow them to sell their goods. Yet they were outmaneuvered by large-scale 
agricultural companies based in the U.S. Maize is subsidized in the United States and these 
companies took advantage of that, as they were able to produce and sell amounts of maize in 
Mexico at much lower prices that could not be contested by the smaller-scale producers 
(Weintraub 2004). Consumers benefitted from these low prices, naturally, but local producers 
were forced out of the market, with the 70% drop in corn prices preventing them from sustaining 
a livelihood, relegating them to subsistence agriculture (Darlington, Gillespie 2017). Thus, for 
many years, there was a growing trend in rural populations emigrating to the cities or even to the 
United States in order to find work. 

 
The north-south divide has been persistent in the country’s history since the Mexican 

Revolution, as the north benefitted from copper and silver mines and its proximity to the United 
States, whereas southern Mexico was more indigenous, rural, and isolated from the United 
States. This remained true through the 1960s and 1970s with the growth of maquiladoras near the 
US border, and industrial development boomed (Weintraub 2004). NAFTA exacerbated this 
divide as the largest industries were headquartered in Mexico’s biggest cities and in the north. 
For instance, Mexico’s southern states remain the poorest—GDP per capita in Chiapas, the 
poorest state, is five times lower than that of Mexico City’s (OECD 2018). Public opinion polls 
on the trade agreement echo the results it has delivered to the country: individuals in urban 
settings and those who experienced growth in their industries were in favor of NAFTA whereas 
the hard-impacted indigenous communities in the south vehemently rejected it (Reuters 2018). 
President Lopez Obrador sought to reverse southern Mexico’s underdevelopment unattended to 
by NAFTA by promoting projects such as the Mayan Train that would bring investment, 
economic growth, and overall revitalization to the region.  

 
It is certain that NAFTA has fostered Mexico’s intermestic cooperation with the US on 

issues beyond trade, such as culture, environment, and security. Yet the trade agreement brought 
Mexico into the era of globalization, but it has not holistically transformed the economy. The 
most pervasive issues, poverty and inequality, have remained firmly entrenched and will not be 
alleviated by free trade, necessitating separate—and expensive—structural policy initiatives to 
do so.   
 


