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Standards

SS6E2 The student will give examples of how voluntary 
trade benefits buyers and sellers in Latin America and 
the Caribbean and Canada. 
c. Explain the functions of the North American Free Trade 
Agreement (NAFTA). 
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What is NAFTA?
• NAFTA stands for “North American Free Trade Agreement”.

• It is an agreement between the countries of North America: 
Canada, United States, & Mexico.
• NAFTA was signed in 1993 and went into effect on January 

1st, 1994.

• NAFTA was written to create a Free Trade Area in North 
America.
• “Free Trade” means that countries may freely trade goods 

with each other without having to pay a tariff (tax) on those 
goods.

• In other words, “free trade” means no trade barriers.



“It was on Oct. 7, 1992, under an old oak tree in downtown San Antonio that Mexican 
President Carlos Salinas, U.S. President George Herbert Walker Bush and Canadian 
Prime Minister Brian Mulroney signed the historic treaty that dropped trade barriers on
the continent.”



Free Trade
• The purpose of the agreement is to:

• Allow free movement of goods and services among the 
countries.

• Promote competition in the free trade areas.
• Protect the property rights of people and businesses in each 

country.
• Be able to resolve problems that arise among the countries.
• Encourage cooperation among countries.

• The agreement opened the door for free trade, ending tariffs 
on various goods and services, and implementing equality 
between Canada, USA, and Mexico. 





Pros
• Free trade increases sales and profits for Mexico, Canada 

and the U.S.A., thus strengthening their economies. 

• Lack of tariffs has allowed Mexico to sell its goods in the 
USA and Canada at lower prices.  

• This makes Mexican products more competitive in these 
markets and increases Mexico’s profits as it tries to  
develop its economy.

• Free trade is an opportunity for the U.S. to provide financial 
help to Mexico by making jobs available in factories located 
there.



Cons
• Free trade has caused more U.S. job losses than gains, especially for

higher-wage jobs. 
• People work for lower wages and there are fewer labor 

regulations in Mexico, so American factories have moved across 
the border.

• Factories, called Maquiladoras,  are built on the Mexican border 
and workers are hired there to make goods at a much lower wage 
than workers would be paid in the U.S.A.

• Mexico does not have as strict environmental regulations like Canada
& U.S., so when factories move across the border, they are 
contributing to North America’s pollution problem.

• Some argue that our borders should be open like the EU does in 
Europe.
• That makes some people angry because they feel the borders 

should be closed.



US Business Owners
American business owners have enjoyed many benefits from 
NAFTA:
• They can move their factories to Mexico and ship the 

goods to the US with no tariffs.

• They do not have to pay the workers in Mexico as much as
in the United States.

• There are not as many labor and environmental 
regulations for factories in Mexico.

• They can sell their product for cheaper, but still make a 
good profit.

• They have a greater area to sell their product in.



Mexican Business Owners
• Most Mexican business owners have mixed feelings about 

NAFTA.

• They like NAFTA because they can trade freely.
• They can ship & sell their products across the continent 

without having to pay tariffs.
• They have a greater area to sell their products in.

• They do not like foreign owned factories because they 
would create competition.



Mexican Government Official

• In the early 1990s, Mexico owed a lot of money to the 
World Bank, to private banks, and to other countries. 
• Government officials decided the only way out was to 

completely restructure Mexico’s economy and to focus 
on exporting.

• They believed NAFTA would be good for the economy of 
Mexico.

• They knew that the maquiladoras would provide jobs for 
Mexicans.



Mexican Factory 
Worker

• Mexican factory workers have benefited from NAFTA 
because it has provided jobs in a country where there were
not enough jobs.

• Unfortunately, the wages are very low and the working 
conditions are rough.
• Most workers barely make enough money to provide 

food for their families, even though they work very long 
hours.



Employees work at an American-owned factory located in Mexico.



US Factory Worker
• As a result of NAFTA, many U.S. manufacturers 

moved their operations south of the border where 
employees were cheaper and environmental 
standards lower.

• Many American factory workers lost their jobs 
because of this.
• Unemployment in the US rose after NAFTA went 

into effect.



“In a 1992 debate with President George Bush Sr. and presidential candidate Bill 
Clinton, independent candidate Ross Perot famously suggested NAFTA would create 

"a giant sucking sound" as jobs moved south of the border.”





Environmentalists
• Building factories creates pollution. An environmentalist would want 

to make sure the US, Canada, and Mexico all had laws to protect the
environment. Because all three countries are neighbors, air pollution 
from one affects them all.

 

• Unfortunately, NAFTA didn’t establish any multinational 
environmental regulations when it was signed 20 years ago. 

• It created the Commission for Environmental Cooperation, based in 
Canada. 
• It accepts complaints from citizens of the U.S., Mexico or Canada

who believe their government is not enforcing environmental 
laws. 

• It takes a very long time for anything to be investigated and 
solved. One American-owned maquiladora continued polluted for
10 years after a complaint was filed!



American Consumers
• American consumers have benefited from 

NAFTA.

• Goods made in Mexico cost a lot less 
because labor is cheaper there.

• Goods are also cheaper because there are 
no tariffs placed on imports.



20 Years Later…
• NAFTA now links over 450 million people producing $17 trillion worth of goods and 

services.

• It has met many of its goals:
• It created jobs in the maquiladoras of Mexico and helped build up Mexico's 

middle class through jobs and cheaper consumer goods.
• Trade between US, Mexico, & Canada has more than tripled since 1994.

• Unfortunately, NAFTA still has its problems.
• Small farmers in Mexico were put out of business by cheap U.S. agricultural 

exports.
• They were forced to move to bigger cities, adding to poverty, pollution, 

overcrowding, and illegal immigration to the U.S. 
• The population of illegal immigrants in the U.S. in 1990 was 2 million, now it's 

around 11 million.

• There is major pollution in the boomtowns that have grown up around the 
maquiladoras.





Teachers
Thank you for downloading this file. I hope you enjoy using it with your students, 
and I can’t wait to read your feedback in my TPT store! 

• For more social studies materials, please visit my store: 
http://www.teacherspayteachers.com/Store/Brain-Wrinkles

• I teach Language Arts and Social Studies in Georgia, so my products are 
aligned with Common Core (LA) and Georgia Performance Standards (SS).

© Copyright 2013. Brain Wrinkles. All rights reserved. Permission is granted to copy pages specifically designed for 
student or teacher use by the original purchaser or licensee. The reproduction of any other part of this product is strictly 
prohibited. Copying any part of this product and placing it on the Internet in any form (even a personal/classroom website) 
is strictly forbidden. Doing so makes it possible for an Internet search to make the document available on the Internet, free 
of charge, and is a violation of the Digital Millennium Copyright Act (DMCA).

http://www.teacherspayteachers.com/Store/Brain-Wrinkles


Credits:
All photos were found via Creative Commons and labeled for reuse.

• Fonts:

• Backgrounds & Graphics:


