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@hannahlynn26

In 2017, the auto industry has found itself in the crosshairs 
of debate over the future  of the North American Free 
Trade Agreement (NAFTA). During the 2016 election,  the 
agreement was front and center in a national debate over the 
benefits of global trade  and its overall impact on the American 

economy. Since taking office earlier this year, President Trump has 
made good on his promise to move toward renegotiation of the 
pact,  with talks taking place over the summer and into the fall. 

International nameplate auto dealers have a vested interest in the 
fate of NAFTA. While trade has become a charged topic on both 
sides of the political aisle, its positive impact on the international 
nameplate auto industry in the U.S. has been undeniable. Since 
taking effect in 1994, the agreement has allowed international 
automakers to increase their investment and production footprint 
in North America — ultimately enabling AIADA members 
to sell a greater number of vehicles at better price points to 
American consumers.

With NAFTA — and trade agreements in general — taking 
center stage this year, AIADA dealers owe it to themselves to 
be educated on trade and its relevance to their daily operations. 
“NAFTA has become such a charged topic this year that it’s 
sometimes difficult to understand how it works and why it’s 

NAFTA
Takes the Spotlight

What is NAFTA and why should auto dealers care? 

important to our bottom lines as dealers of international brands,” 
says AIADA Chairman Paul Ritchie. “It’s been a key driver in the 
success of our industry and our stores, and we should be lending 
our voices to the debate for that reason alone.”

Background
The nearly 25-year-old NAFTA pact was initially ratified in 1992 and 
took full effect in 1994, driving significant economic investment into 
the U.S., Canada, and Mexico, and impacting the flow of goods and 
services between these nations, including autos.

It increased the competitiveness of automakers doing business 
inside the U.S. Among other things, NAFTA reduced or eliminated 
key tariffs that made it possible for automakers to increase the 
number of manufacturing facilities in the U.S., Canada, and 
Mexico. The agreement also included the highest automotive 
origin requirement of any U.S. trade agreement, tripling the 
exports of U.S. parts suppliers to Mexico. Similar exports to 
Canada also increased by 43 percent. Before NAFTA took effect, 
vehicles imported to the U.S. from Mexico only contained 5 
percent U.S. content; now, post-NAFTA, they contain 40 percent 
U.S. content.

The agreement built on the interconnected nature of the global 
auto industry, enabling automakers to enhance their supply chains 
and build more vehicles for the North American market — as 
well as for export abroad. According to a June 2017 study by the 
Center for Automotive Research, without NAFTA, many parts of 
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the U.S. auto industry would have been forced to relocate to low-
wage countries outside North America. Today, motor vehicle parts 
suppliers directly create 871,000 jobs in the U.S., an increase of 19 
percent since 2012.

Why NAFTA Matters to Dealers
The numbers bear out the effect the agreement has had on the 
American economy, specifically the American auto industry. 
U.S. trade with Mexico and Canada has tripled since 1994 when 
NAFTA took effect, today accounting for a quarter of total U.S. 
trade in goods and services. Autos take a large share of the trade 

International automakers have invested billions in the U.S. since NAFTA took effect, including Toyota, 
which recently announced a $378.8 million investment in five U.S. plants to support production of its first 
American-made hybrid powertrain.

In September, Honda celebrated the start of mass production of the 
all-new 2018 Honda Accord at Ohio’s Marysville plant. The automaker 
invested $267 million and is adding 300 new jobs to support production 
of the new model.

pie; 20 percent of all NAFTA trade in 2015 — $230 billion worth 
— was auto related. Finished vehicles accounted for 45 percent of 
that auto trade, while 55 percent went to auto parts.

This increase in trade between NAFTA countries has resulted in 
more jobs for American workers, who are researching, developing, 
and building more vehicles in the U.S. than ever before. 
International automakers have doubled their direct American 
employment to more than 130,000 employees, and they have 
tripled their U.S. production to over 5.5 million vehicles in 2016 — 
that’s over one-million more vehicles built in the U.S. than the year 
before NAFTA took effect.

But that effect doesn’t stop at the manufacturing level. NAFTA 
helps to support the 577,000 Americans employed by 9,600 
international nameplate dealers who are located in every 
congressional district in the country. It has enabled them to sell 
vehicles Americans love to drive at a cost-effective price point, 
and it has given American car shoppers more options than ever.

The Solution: Refine NAFTA, Don’t Reject It
Despite the positive effects NAFTA has had on the U.S. 
auto industry, AIADA still believes the agreement should be 
modernized to reflect the changes our economies and industries 
have undergone over the last 25 years. In light of this, AIADA is 
advocating in Washington, D.C., to refine the NAFTA agreement, 
rather than rejecting it entirely.

“NAFTA has had 
an overall positive 
effect on the U.S. 
auto industry — 
especially the 
international 
nameplate auto 
industry. But, that 
doesn’t mean it 
doesn’t need to be 
updated to reflect 
some of the realities 
our economies are 
dealing with today.” 
AIADA President  
Cody Lusk. 

continued on page 14
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“NAFTA has had an overall positive effect 
on the U.S. auto industry — especially the 
international nameplate auto industry. 
But, that doesn’t mean it doesn’t need 
to be updated to reflect some of the 
realities our economies are dealing with 
today,” says AIADA President Cody Lusk. 
“I think that’s the most important point 
for dealers to keep in mind as trade, 
and NAFTA in particular, are under hard 
scrutiny this year.”

Necessary updates are needed to keep 
NAFTA relevant. AIADA supports retaining 
the rules of origin components of NAFTA. 
Current rules of 62.5 percent NAFTA 
region content are the highest of any trade 
agreement and have resulted in great 
gains to the auto industry overall. Recent 
efforts to change these rules would have a 
detrimental effect on the competitiveness 
of the entire U.S. auto industry. AIADA also 
encourages further regulatory cooperation 
within NAFTA and updating the intellectual 

property protections. Finally, AIADA 
supports retaining the trilateral nature of 
the agreement between the U.S., Canada, 
and Mexico, which has simplified and 
streamlined business in North America.

What’s Ahead
AIADA remains committed to ensuring 
international nameplate dealers and their 
employees are well represented as NAFTA 
talks continue through the coming months.

Dealers should continue to acquaint 
themselves with the details of NAFTA and 
why it is beneficial to their businesses and 
the international nameplate auto industry 
overall. They should also continue to 
reach out to their elected officials through 
AIADA’s advocacy programs to share the 
vital economic impact of the international 
auto industry and explain how the 
agreement directly impacts their ability to 
sell cars and employ Americans. Find out 
more at AIADA.org/NAFTA. 

NAFTA 101 
• U.S. trade with Mexico and Canada has 

tripled since NAFTA took effect. 

• Since NAFTA took effect, automakers 
have doubled their number of 
direct employees. 

• The auto industry today builds over  
one million more vehicles in the U.S.  
per year than they did before NAFTA. 

• International automakers have invested 
$63 billion in U.S. operations since 
NAFTA took effect — a number that 
continues to grow. 

• Since 1993, international nameplate 
brands have increased their U.S.  
exports by five times.
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Here Come the 
MILLENNIALS


