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Case Study on NAFTA
The North American Free Trade Agreement (NAFTA) was formed in 1994 to control trade between Canada, Mexico, and the United States. NAFTA negotiation began during George Bush presidential term but was made law during Bill Clinton presidency. Since NAFTA was signed goods especially textile, agricultural and automobiles crossing the borders of the United States, Mexico, and Canada were relieved of tariffs (Villareal & Fergusson, 2014). This approach has enabled the United States to trade with Canada and Mexico which are among the leading exporters to united states as well as importers of US products. Most companies depend on NAFTA for budget effective trade. Additionally, NAFTA has enabled US brands and retailers to sell their products more easily to Mexico and Canada. Recently the United State-Mexico trade Agreement has been announced and its goals are to replace NAFTA in regulating levy free access to agricultural products and eradication of non-tariff obstructions. Another contract the United States Mexico Canada Agreement was introduced to replace NAFTA. However, the Congress is yet to approved the USMCA deal. A report from Business Roundtable states that the united states will face over 15 billion dollars in novel tariffs if NAFTA is to be replaced. As a result, companies will become less competitive and employees would lose their jobs.

How NAFTA has Hurt Mexico

Mexico has fared poorly twenty years after implementation of NAFTA. The objective of NAFTA to attain a far-reaching based dynamic growth was not accomplished in Mexico. The economic growth of Mexico between 1992 to 2007 on average was 1.6 which was very low. It has been argued the reasons for the poor economic growth was not entirely NAFTA’s fault. However, the problems are part of a wider NAFTA based economic plan that avoided the public sector in its role in the growth of the economy. For example, despite the rise in foreign direct investment, local investments reduced. Moreover, domestic ventures were reduced because local businesses could not compete. Foreign firms who invested in Mexico did not originate from Mexico and also NAFTA’s settings made it hard for Mexico to require domestic purchases. According to Lahrech & Sylwester (2012), jobs in Mexico became scarce since this nation could not generate new jobs to make up for the one lost due to competition from imports especially, sales of subsidized corn from the United States. As a result, the unemployment rates rose in Mexico. In addition, the subsidized corn that was imported to Mexico forced the producer’s prices to decrease and local farmers were unable to make a living from their grains. Consequently, the farmers were forced to move out of their farms since NAFTA was signed.
How NAFTA Has Helped the United States

NAFTA has helped the United States of America. The retailers and consumers can access a wide variety of goods due to Nafta. The cost of importing goods was minimized for the retailers. Several economists have linked the auto industry in the Unites States to NAFTA, this industry has become globally competitive as a result of supply chains (Coe et al., 2018). Report from United State Chambers of Commerce, NAFTA has resulted in the creation of jobs in the nation since 1994. Additionally, it has caused a rise in economic growth. The areas that have benefited are automobiles, nearshore manufacturing, and agriculture. Farm exports to Mexico and Canada have also increased than in any other nation across the globe. Also, may unite state companies have made investments in both Canada and Mexico which have driven growth in insurance, manufacturing and banking businesses.
NAFTA Impact on Canada
If NAFTA was to be Canada’s economy would be hurt the most. Canada has benefited from NAFTA in that it could access a wide variety of goods. The Canada retailers were able to import products from Mexico and the United States, hence, the customer can easily obtain these products. According to Lahrech, A., & Sylwester (2013), NAFTA has resulted in increased direct foreign investment in Canada. This foreign investment in Canada rose by 243 percent from 1993 to 2013. Additionally, new jobs have been created over the two decades since NAFTA was enacted. Finally, Canada has benefited from NAFTA through increased trade volumes due to the elimination of non-tariff hinderances in North America.
Why are our Jeans Cheaper in 2018 than they Were in 1998?

Jeans are cheaper today than two decades ago because jeans were hit by tariffs multiple times before the retailers would access the jeans during 1998 (Coe et al., 2018). However, with the introduction of NAFTA, these tariffs were minimized. The price of jeans reaching the store today is cheaper compared to two decades ago. The United State exports textile to Mexico which imported yarns and the final attire or jean is exported back to the United States or Canada. These supply chain created as a result of NAFTA have made the price of jeans to be cheaper than years back.
How Companies like Macy’s, J-Crew & Neiman Marcus Remain Competitive

Companies should develop strategies to minimize risks should the NAFTA be ended. For companies to be competitive if NAFTA is not modernized or replaced, they should identify and implement strategies that enable price elasticity (Petro, 2018). This trend will help the companies recognize and assess pricing situation and forecast how the customer will respond to various pricing. Additionally, companies have to modernize their operations using technology. The technology will enable businesses to reduce markdown percentages. Moreover, the companies should work together with the supplier to discover new supply chains that would help the business to mitigate a few of the new tariffs that will be introduced.
In conclusion, NAFTA has enabled the North American countries to trade effectively, the retailers have benefited since there is no tariff for goods crossing their borders. The nations have grown economically and some industries have been developed. However, despite these benefits, NAFTA has failed the nations, for instance, the job losses due to imports whereby the local producers are unable to compete with these imports. Immigration rates have also risen due to jobs lost.
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