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What is “free trade”?

It means countries get rid of special
taxes on imported products – stuff 

sold here, but made in other 
countries.



  Some import taxes are based   
   on how many things you send
                 over here.

         FOR EXAMPLE:  
      The US government 
   could charge a 51¢ tax 
 on each wristwatch imported here 
          from another country. 



  Other import taxes are based on 
    how much money the product 

you send over here is worth.  
FOR EXAMPLE: The US
     puts a 2.5% import tax on
     cars. So when you send a
$20,000  Hyundai over here to sell, the
US government collects $500 in import

taxes.



Import taxes make foreign-made products a
little more expensive.  That’s supposed to 
help our U.S.-made products sell better 

here than foreign-made products. 

US Taurus: $25,000 Japanese Camry: $28,000



And it works both ways.  When 
the U.S. ships products to other 

countries, they make us pay 
import taxes, too.



So if everybody is charging 
everybody else import taxes, why 
don’t we all just stop charging and 

we all save money and hassle?



That’s the idea of the North 
American Free Trade Agreement.



Mexico, the U.S., and Canada decided to 
get rid of import taxes between those 3 

countries.  They joined together to create 
the world’s largest free trade zone.



NAFTA is a treaty under 
international law.  It went into 

effect on January 1, 1994.



It sounded like a great idea.  And 
some good things have happened. 



Most international companies really
like NAFTA.  Lower import taxes 

increase their profits.



But free trade is a complicated 
process.  So there are also 

problems to solve.  



Many Mexican 
companies oppose

NAFTA because 
they can’t compete 
with U.S. imports. 
U.S.-made items 
are often higher 

quality than 
Mexican-made 

items.



So Mexicans
buy the U.S. 

imports 
instead of 
Mexican-

made 
products.



Thousands of 
Mexican corn 
farmers can’t 

compete with cheap 
U.S. corn.  They 

can’t make a living 
anymore, and many 
are coming to the 

U.S. as illegal 
immigrants.



Illegal immigration to the U.S. has 
actually increased since NAFTA began.



Labor unions in Canada and the
U.S. oppose NAFTA.  They see 
big companies taking jobs out of
the US & Canada because they 

can so business cheaper in 
Mexico.



As a matter of fact, NAFTA was 
supposed to create more jobs in 

Mexico for Mexicans.  



US-Mexico border
maquiladoras 
(in Mexico)

    houses   
(in the U.S.)

But most of this has happened only along 
the Mexico-U.S. border.  These border 

factories are called maquiladoras.





Companies can pay employees 
less in Mexico, since work is harder

to get there.

Average factory wages:
United States Mexico China

$136 / day $8 / day $3 / day

And some companies have even left 
Mexico to move to Asia!

Source: Univ. of Wisconsin, 
http://www.uwec.edu/geography/Ivogeler/w188/border/maquil.htm



Mexico also does not have as many 
safety laws as the U.S., and that 

makes it cheaper for companies to run
factories in Mexico.



Another attraction for companies to 
move to Mexico is that their 

environmental laws aren’t as strict as 
ours.  So they can pollute more, 

  

which saves
them 
money.

New River, Baja California
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NAFTA is now almost 20 years old. 

It guides us on the economics of 
free trade.  



It does NOT guide us
   on how to protect

    worker salaries
    worker safety
    the environment



Two decades later, we’re still 
needing some good solutions to 

these concerns. 
Okay boys.  When we gonna do 

somethin’ about this?
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