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North American economic relations under Trump 2.0

outcome of this agreement. 

This report comes at a time when the economic relations between the U.S., Canada, and 

administration C.J. Mahoney notes in his contribution to the report, the question is whether 

1 A clear winner 

to reshore supply chains away from China into North America. The willingness of the U.S. to 
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relations with China.

Agreement (NAFTA). 

This report focuses on a couple of key areas where deepening cooperation between 

China, particularly around the production of critical minerals, EV manufacturing, and the 

high-end semiconductor manufacturing. When it comes to critical minerals and EVs, China is 
currently the global leader, and the release of DeepSeek—a Chinese AI large language model 

ensuring that the U.S.—and North America as a region—regains and retains its leadership in 
these key sectors.

This report focuses on a couple of key areas where 
deepening cooperation between the U.S., Mexico, and 
Canada is necessary to rebuild manufacturing and 
compete with China.

USMCA FORWARD 2025



when the business uncertainty caused by the renegotiation of NAFTA into USMCA depressed 

What has USMCA achieved so far?

of the USMCA auto commitments for instance, means that it is too early to assess with certainty 

When assessing the impact of USMCA compared with NAFTA, particularly in areas where 

aluminum purchases must originate in North America. A report by the U.S. International 
Trade Commission on USMCA auto chapter concluded that the agreement has “increased 

 

well as a rapid response mechanism (RRM) that allows for the U.S. and Canada to initiate 

AFL-CIO President Liz Shuler in her contribution to the report argues that more is needed to 
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a common theme in this report is how USMCA can be updated to support manufacturing, reduce 

Opportunities for USMCA reform; a more competitive North America

North American economic relations that strengthen all three countries. Candace Laing, 
President and CEO of the Canadian Chamber of Commerce, frames the opportunity as 

contribution, Judy Marks, CEO and President of Otis Worldwide Corporation, argues that the 
parties need to assess how USMCA could do more to support an integrated manufacturing 

Mahoney argues that “the best way to preserve USMCA 
is for the parties to double down on the project of North 
American economic integration and competitiveness.”
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Securing the supply of critical minerals and rare earth in North America 
Critical minerals and rare earths are key inputs into the production of many technologies, 
such as batteries, mobile phones, and semiconductors and needed for defense purposes. Judy 
Marks underscores the importance of critical minerals for producing the technology that forms 

Barbanell, Director for U.S.-International Engagement at the World Resources Institute, and 
co-authors Cait O'Donnell, Learning Manager for the Equity Center at WRI, and Briana Fowler-
Puja, Research Analyst at WRI, refer to in their chapter as energy transition minerals that 
are needed for the clean energy transition and used to produce wind turbines, solar panels, 
EV batteries, and more. As all authors addressing critical minerals note, the challenge for 

when it comes to processing. The Trump administration has also made secure supply chains 

this dependency.

clear that the U.S. alone cannot reduce its dependence on China for critical minerals, and that 

minerals and rare earths. 

on imports of critical minerals from China. In Canada, Prime Minister Justin Trudeau launched 

increased mining of lithium and copper but a ban by former President Andrés Manuel López 

Plan on Critical Minerals which Moerenhout describes as “notable for its scope but results 
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into critical minerals supply chains is too limited and has not addressed what Moerenhout 

subsidized Chinese production. New policies are therefore needed if North America is going 

Contributions to this report from Tom Moerenhout, Bentley Allan, Melissa Barbanell, Cait 
O'Donnell, Briana Fowler-Puja, and Leila Aridi Afas include a range of recommendations for 

Club, and Leila Afas from Toyota suggests a Strategic Critical Minerals plan. In each case, the 

• 

additional allies.

• 

• 

• 

• Stabilize prices for critical minerals with either long-term purchase agreements or 

• 

• 

• 
to help understand progress in reducing dependencies on China and ensure that minerals 
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• 

• 
critical minerals.

• Support recycling minerals across their lifecycle, which can reduce the need to open 

• 
critical minerals project of acute national security concern to enhance the Department of 

Building globally competitive EVs in North America 

of the content of cars assembled in Canada comes from the U.S. In her chapter, Diana Páez at 

to critical minerals with a focus on EVs. China has also emerged as a dominant producer of 

to local content criteria for critical minerals and battery components has further supported 

• Establish a North American Auto Dialogue to take stock of impact of agreements on autos 
and the transition to EVs. 

• 
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• 

and San Diego and Tijuana.

• 
a semiconductor workforce could be a model for doing something similar for EVs.

• Agree on a common approach to China when it comes to EVs. In addition to aligning on EV 

Securing leadership in AI

a lead as possible.

facilitate collaboration with international partners to enhance global semiconductor supply 

The upcoming USMCA review provides an opportunity 
for the U.S., Canada, and Mexico to assess the 
interoperability of their still developing approaches to 
AI regulation and alignment of their export controls.
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its goals when it comes to building semiconductor manufacturing capacity and supply chains 

for inference. Sourcing energy for data centers will be an issue that will require more attention. 
This is where energy policy intersects with AI and is another area where the three countries 
can cooperate to secure the clean energy needed to power data centers for AI.

computing chips.

ways the agreement can be updated to support AI:

• 

across North America.

• 
across North America and as key building blocks for AI.

• Agree on a common approach to IP standards for AI.

• 
across North America.

• 

• Facilitate cross-border trade in oil, gas, and electricity to support data centers for AI.

Conclusion 

for trilateral economic relations. The USMCA, as a replacement for NAFTA, included important 
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manufacturing that has traditionally been a source of middle-class jobs for blue collar workers. 

U.S. that depending on China for key products is an economic and national security risk. 

The USMCA is but one tool to address these challenges, but it is an important one. To understand 
what role USMCA can play, it is important to see the big picture. The U.S. economy is operating 

will lead to contractions in other sectors of the economy. This is merely another way of stating 

determine which manufacturing it wants within its borders. Yet, since a lot of manufacturing 

 In other 

supply chains and less dependence on China, the U.S. must address the ongoing challenge of 

labor standards. When it comes to labor standards, the USMCA labor chapter and RRM were 

USMCA rules that increases investment into 
manufacturing in North America, such as the 
agreement’s tighter auto rules of origin (ROOs),  
is a win for everyone.
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of the RRM is needed.  But other actions beyond the USMCA will be necessary. This includes 

Trump has made it clear that he wants to renegotiate the agreement. It was also likely that a 

creates uncertainty, this upcoming renegotiation presents perhaps the best opportunity to 
strengthen the trilateral trade relationship. Indeed, a successful USMCA renegotiation could be 
the most important economic policy outcome for the Trump administration. Not only could it 
stabilize relations with its two largest trading partners, it would present a foundational model 

report also points to a range of other policies that are needed if the U.S. wants to truly decrease 

and remain a leader in AI.
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Not long ago the key question on the minds of North American trade watchers was whether the 

President Trump posted a message to his Truth Social platform threatening Canada and 

and fentanyl across the Southern and Northern Borders. A hasty pilgrimage to Mar-a-Lago by 

tensions. Yet hours after his second inaugural ceremony concluded, President Trump renewed 

 

(and many in the U.S. business community) hoped the renewal talks would be more akin to 

made in USMCA would buy peace for the duration of the Trump era. It was a reasonable 
judgment at the time—but one that failed to account for the wildly improbable arc of Donald 

In the aftermath of President Donald Trump’s historic 
return to the White House, and his recent decision to 

Mexico, the question now is whether the agreement will 
survive 2025. 
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the agenda likely will go beyond traditional trade disciplines to include migration, drug 
interdiction, and possibly in the case of Canada, defense spending. That is in addition to 

And this assumes the renewal negotiations will take place at all. If the parties fail to reach a 

of their concerns. After a few cycles of tit-for-tat retaliation and counter retaliation, President 
Trump might up the ante by attempting to withdraw the United States from USMCA all 
together, as he threatened to withdraw from the North American Trade Agreement (NAFTA) in 

the agreement dead letter. 

The situation is precarious to say the least. Whether it is hopeless depends on whether the 

But a successful conclusion to the negotiations also will require the Trump administration in 

demands will be the promise of an enduring peace. 

Sunset and other scenarios

an opportunity for the parties periodically to reassess and update the agreement and to 

reactions (at least in the initial period following the failure to renew).
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ways—unilateral trade actions and threats of immediate U.S. withdrawal from USMCA. 

 The 

 That the parties 

comply with the ruling—just as the Biden administration refused to comply with a World Trade 

 

trade agreements. It is hard to imagine a scenario in which the parties would take any of their 
obligations under the agreement seriously in the face of sustained, double-digit duties on all 

At some point President Trump may formalize the demise of USMCA by attempting to 

of U.S. law.  Any attempt by President Trump to initiate a U.S. withdrawal from USMCA without 

USMCA FORWARD 2025



Grading USMCA

administration pursued in the original negotiations. Judged by the most important metrics—

modest one so far, but a success, nonetheless. 

Commission (ITC) found that the tightening of rules of origin resulted in lower U.S. imports 
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 This was 

marketplace. And, critically, these are only the preliminary results—the USMCA rules of origin 

full compliance.  

11 Persistent imbalances run contrary to classical 
economic theory, which holds that trade imbalances will force currency adjustments, which 

rising chorus of concern about global trade imbalances that includes not only President Trump 

Treasury Secretary Janet Yellen  and the economist Michael Pettis.
and industrial policies in large surplus countries cause major distortions in the global economy 

 

trade imbalances. Although it maintains a sizeable bilateral trade surplus with the United 

 

Exports Imports Trade Balance of two-way trade

2020 213 323 -111 21%

2021 277 383 -105 16%

2022 324 452 -128 16%

2023 323 475 -152 19%

2024 334 506 -172 20%

Source: U.S. Census
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Exports Imports Trade Balance of two-way trade

2020 256 270 -14 3%

2021 310 357 -48 7%

2022 359 437 -78 10%

2023 354 419 -64 8%

2024 349 413 -63 8%

Source: U.S. Census

—meaning that 

force. 

energy imports, primarily crude oil.  The U.S. historically has been a net importer of Canadian 

Canadian oil imports are hardly a threat to U.S. jobs or economic dynamism. To the contrary, 

designed to process.

Middle East. 
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It is also important to note that the post-NAFTA trading relationship between the United States 

top trading partners.  

source large portions of parts and components from the United States.

 

doubled in roughly the same period.

the European auto industry,

was the key constraint the U.S. negotiating team faced in the USMCA negotiations. If the cost 

 If the USMCA rules—already the most stringent of any trade 

content in the North American auto supply chain but less duty-free trade on the continent. 

It is also important to note that the post-NAFTA 
trading relationship between the United States and its 
neighbors has evolved at the same time as U.S. trade 
shifted away from China.
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The path forward

munitions supplies and brought renewed scrutiny on NATO members—like Canada—that are 
 A spike in migration 

across the southern border during the Biden administration sparked a political backlash in the 
United States that in turn, helped fuel the Trump restoration. 

customs procedures less burdensome. The parties seem headed in that direction already—
Canada

linkages in supply chains. 
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The USMCA negotiations succeeded, in part, because the negotiators were successful in 
keeping the talks focused on traditional trade domains. That seems impossible this time 

 

imported automobiles.  

 the administration is contemplating so long 
as they take measures to stop transshipment. Such accommodations might not eliminate 

for a time, strengthened rather than weakened continental ties. They can do so again. 
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Secretary of Economy of Mexico | Government of Mexico

North America

The economic integration of 
North America is not a fortuitous 
phenomenon but rather the 
outcome of a long historical 
process that has aligned 
objectives and interests among 
three nations with vastly different 
trajectories. This process has 
been driven by structural factors, 
such as geographic proximity and 
demographic complementarity, 
which have consistently overcome 
the obstacles posed by contextual 
tensions at various stages. From 
the earliest trade agreements to 
the consolidation of cross-border 
value chains, the weight of regional 
interdependence has prevailed, even 
in the face of temporary challenges.

Today, we face a new period 
of scrutiny regarding regional 
integration, driven by profound 

political transformations within 
each North American partner. 
These developments have created 
challenges that test the stability 

of supply chains and the regional 
cooperation painstakingly built over 
decades. However, history shows 
that the structural foundations 
of North America, such as its 
economic interdependence, are 
stronger than temporary crises. 
Regional collaboration continues 

amid tension, are too valuable to 
ignore. Past trade disputes and 
global crises have reinforced, rather 
than weakened, the bonds between 
the countries, solidifying the region 
as a resilient and competitive 
bloc. This legacy of resilience 
underscores that the structural 
dynamics of the region hold a 
weight that circumstantial crises 
cannot dismantle.

What should Mexico do regarding 
these questions about North 
American integration?

The most important step is 
maintaining clarity in Mexico about 
what must be done, irrespective of 

the uncertainty that has emerged. 
The priority is to focus on the 
productive transformation of the 
country. This involves designing 
and implementing an industrial 
policy that strengthens the national 
content of exports, reduces 
reliance on imports from outside 
the region, and develops more 
advanced productive capacities. 
This effort is not isolated; globally, 
countries are rediscovering the 
importance of industrial policies as 
a response to challenges such as 
global supply chain disruptions, the 
transition toward more sustainable 
economies, and the need to bolster 
resilience against future crises. 
Within this global reorientation, 
there is a renewed recognition for 
the role of the state as a key actor 
in allocating resources to strategic 
sectors, ensuring that economies 
are better prepared to compete in 
an uncertain global environment.

Mexico is no exception. The goal is 
not merely to maintain our position 

VIEWPOINT
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as the United States’ main trading 
partner, but to establish ourselves 
as a strategic player within the 
region. A more advanced and 
resilient economy will not only 

regional integration. In this context, 
it is imperative for North America 
to become more competitive, as 
it now faces global competition 
that did not exist at the beginning 
of the integration process. The 
key lies in ensuring that Mexico’s 
industrial policy complements the 
strengths of the United States and 
Canada. Together, these efforts can 
create an interdependent industrial 
ecosystem that enhances North 
America’s global competitiveness. 
Mexico must focus on 
consolidating its position as an 
indispensable partner in the region 
by leveraging the deep economic 
interdependence that binds North 
America together. This requires 
redoubling efforts in initiatives that 
strengthen domestic production 
and foster shared value chains 

with the United States and Canada. 
By prioritizing the development of 
strategic sectors and local talent, 
Mexico not only reinforces its 
economy but also sends a clear 
message: Regional integration 
is not a reversible trend but a 
cornerstone of shared prosperity.

Plan México: A commitment  
to the future

The Plan México, presented by 
President Claudia Sheinbaum, 
is not just a strategic tool but a 
commitment to the Nation’s future. 
This plan aims to position Mexico 
as a reliable and competitive 
partner within regional value 
chains. Through actions that 
promote innovation, improve 
infrastructure, and strengthen small 
and medium-sized enterprises, the 
plan addresses current challenges 
while laying the foundation for a 
sustainable long-term productive 
model. Should the risks of de-
regionalization not materialize, 

the Plan México will bolster the 
country’s standing as an attractive 
partner. And if they do, it will enable 
Mexico to confront adversities 
with a more prepared and resilient 
economy. By maintaining a clear 
vision and coordinated actions, its 
effective implementation will ensure 
that the opportunities of regional 
integration translate into tangible 

Mexican people. 

While current challenges may 
slow down the pace of integration, 
they will not alter its long-term 
trajectory. North America is built 
on solid foundations, and Mexico 
is committed to becoming a key 
partner in this regional project. The 
future of the region will continue 

and Mexico is poised to be a vital 
contributor to its success.

Mexico must focus on consolidating its position as 
an indispensable partner in the region by leveraging 
the deep economic interdependence that binds North 
America together. 

VIEWPOINT

USMCA FORWARD 2025



Figure 1.

U.S. Census Bureau: Economic Indicators 
Division USA Trade Online. U.S. Import 
and Export Merchandise trade statistics. 
The World Bank, World Development 
Indicators. GDP (constant 2015 US$).

U.S. total goods trade with 
Canada, Mexico, and China as 
a share of U.S. GDP
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Figure 2.

Source: CEPI (Centre d'Etudes 
Prospectives et d'Informations 
Internationales), BACI Trade Database.
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President | AFL-CIO

As we approach the 2026 United 
States-Mexico-Canada Agreement 
(USMCA) joint review, it is vital 
to take stock of whether the 
agreement is living up to its promise 
to promote workers’ rights and fair 
competition in the North American 
marketplace. 

agreement to include both a review 

the parties cannot agree to extend 
the deal. During negotiations, 
we supported the inclusion of 
these innovations to ensure the 
agreement adapts to meet new 
challenges and delivers opportunity 
and prosperity for North American 
workers and businesses. 

While the USMCA has fostered 
greater trade and investment across 
North America, serious challenges 
remain. If left unaddressed, it 
will undermine support for the 
agreement among organized labor 
and the broader public. 

Unfortunately, since USMCA went 
into effect over four years ago, the 

increased by 37% to $42 billion. 
Despite the agreement’s stronger 
labor provisions, offshoring has 
continued apace with heavy job 
losses in the auto and aerospace 
sectors. Major multinationals like 
Stellantis, John Deere, and Case 
New Holland continue to use the 
threat of offshoring to Mexico 
to undermine the unions’ ability 
to win long overdue wage and 

table. For too many U.S. workers, 
there has been no change in the 
fundamental dynamic of “free trade” 
in North America. 

The growing U.S.-Mexico 

that Mexican workers in the 
manufacturing sector continue to 
make, on average, just a tenth of 
what their counterparts in the U.S. 
earn. Despite changes to Mexican 
labor laws and the positive impact 

of the Rapid Response Mechanism, 
few Mexican workers enjoy their 
right to freedom of association and 
collective bargaining in practice. 
Employer-controlled “protection 
unions” continue to thrive, and 
violence against supporters of 
independent unions remains 
common. Mexican labor institutions 
remain underfunded, and the 
government has proposed slashing 
the budget of the agency charged 
with implementing key aspects of 
its labor law reforms. 

To address these challenges the 
2026 joint review must be more 
than a box ticking exercise–it 
must identify concrete revisions 
to address offshoring while 
raising wages and standards for 
workers in Mexico. It must review 
and strengthen the agreement’s 
rules of origin across the board, 
but particularly in the auto sector 
where the labor value content (LVC) 
provision has failed to raise wages 
and standards in North American 

VIEWPOINT
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auto supply chains. The parties 
must also eliminate the use of 
“alternative staging regimes,”  
which auto multinationals have 
used to sidestep the agreement’s 
rules of origin. 

More broadly, the parties must 
increase cooperation to meet the 
economic and security threats 
posed by China and other non-
market economies. Duty free 
access to the U.S. market has 
made Mexico an attractive location 
for Chinese companies looking to 
sidestep U.S. tariffs imposed to 
address pervasive state subsidies, 
dumping, intellectual property theft, 
and other unfair trade practices. 
Negotiations should start with 
Mexico agreeing to match the 
border measures that the U.S. and 
Canada have adopted to address 
unfairly traded Chinese EVs, steel, 
and aluminum. The USMCA cannot 
be a backdoor for the circumvention 
of our trade remedy laws. 

A clear area of concern is the lack of 
concrete progress towards achieving 
USMCA’s commitment to stop the 
import of goods produced with 
forced labor. While all three countries 
have passed laws or adopted 
regulations banning the importation 
of forced labor goods, Canada and 
Mexico have done little to enforce the 
ban in practice. This is unacceptable, 
and all three parties must deepen 
their cooperation and dedicate 

North American market is closed to 
goods made with forced labor.

The parties should also consider 
adding new commitments to 
address issues that have become a 
higher priority since the agreement 
was negotiated, including critical 
minerals, semiconductors, and 
electric vehicles. These could include 
new cooperation mechanisms to 
address supply chain disruptions, 
incentives for high road labor 
and environmental practices, and 
screening mechanisms to ensure 

incoming Chinese investments do 
not pose a threat to strategic North 
American supply chains. 

Finally, all three parties should 
commit to providing additional 
funding to build the capacity of 
Mexican workers to claim their 
rights under Mexico’s historic 
labor law reforms. While important 
progress has been made, the job 
is far from done and is essential to 

for North American workers. 

As we look ahead to the joint 
review, the AFL-CIO’s support for 
extending the USMCA cannot be 
taken for granted. Much depends 
on the political will of the parties 
to address the agreement’s 
shortcomings with an eye toward 
creating more sustainable and 
resilient supply chains. We look 
forward to the challenge ahead to 
make this agreement deliver dignity 
and fair competition for workers 
across North America. 

To address these challenges the 2026 joint review must 
be more than a box ticking exercise–it must identify 

wages and standards for workers in Mexico.

VIEWPOINT
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Figure 3.

Source: Brookings USMCA Tracker; Trade 
Partnership Worldwide LLC

Figure 4.

Source:U.S. Census Bureau, Statistics 
Canada, Banco de México.

Jobs supported by USMCA 
(millions)

Goods Trade Relationship 
(billions constant 2015 US$)
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President and CEO | Canadian Chamber of Commerce

Setting a North American economic  
security agenda

In recent years, a variety of 
disruptive global forces—including 
the COVID-19 pandemic, heightened 
geopolitical tensions, rising 
protectionism, and climate change—
have shifted the way we think about 
international trade. As governments 
and businesses around the world 
navigate an increasingly fragmented 
and complex international 
landscape, economic security and 
resiliency have emerged as major 
priorities for policymakers.

For Canada, the U.S., and Mexico, the 
increasingly uncertain international 
environment presents risks, but it 
also offers a critical opportunity.

The United States-Mexico-Canada 
Agreement (USMCA) has expanded 
and modernized the provisions 
of the North American Free Trade 
Agreement (NAFTA), providing a 
stable and predictable framework 
for trade and investment within 
North America. Since coming into 
effect in 2020, there has been a 

remarkable 47% increase in trade 
within North America. This growth 
has positioned Mexico and Canada 
as the top two trading partners 
of the U.S. with both countries 
outpacing U.S.’ trade with China in 
2023 as well as in 2024.

The three North American countries, 
as members of one of the world’s 
largest and most comprehensive 
trading blocs, are ideal partners 
for collaboratively addressing the 
shared economic and national 
security challenges that we face. 
Such challenges—ranging from 
supply chain disruptions, skills gaps 
in our workforces, to risks posed by 
new and emerging digital threats—
weaken the resilience of the North 
American economies as well as our 
competitiveness on the global stage. 

As we approach the 2026 review 
of the USMCA, Canada, the U.S., 
and Mexico should aim to adopt a 
robust North American economic 
security agenda. To be clear, 

although preserving the provisions 
of the USMCA should be a key 
priority for all three governments, 
the 2026 review also presents  
an opportunity to move beyond  
the status quo when it comes  
to the security and prosperity of  
the continent.

Establishing a North American 
economic security agenda 

China’s recent export restrictions1 
on critical minerals targeting the 
U.S. demonstrates why resilient 
North American supply chains are 
important. As part of a series of 
tit-for-tat measures between China 
and the U.S., the latest restrictions 
seek to curb China’s exports of 
gallium, germanium, and antimony 
to the U.S. These are important 
inputs for defense technologies, 
semiconductors, solar cells,  
and other advanced technologies—

 
national security.
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Canada’s natural resource wealth 
presents an obvious solution to 
the overreliance on China and 
other non-market economies for 
critical minerals. According to 
the U.S. Department of Defense’s 
June 2021 review2 of U.S. critical 
minerals supply chains, Canada 
has substantial resource potential 
for supplying U.S. demand for  
more than twenty strategic and 
critical minerals. 

Canadian companies are well 
placed to meet the growing U.S. 
demand for a sustainable and 
reliable source of critical minerals. 
In fact, Vancouver-based metals 
producer Teck Resources Ltd., one 
of the world’s largest integrated 
germanium producers, is already 
examining options for increasing 
their production capacity of 
germanium3 in response to China’s 
latest export restrictions. 

To mitigate such vulnerabilities in 
regards to critical minerals supply 

chains as well as other strategic 
areas, the three governments 
should leverage their partnership 
to establish a renewed North 
American economic security 
agenda. As a starting point, this 
should include the following key 
measures.

The USMCA Competitiveness 
Committee should play a more 

a cohesive and strategic 
competitiveness agenda for 
North America. In particular, 
the committee should prioritize 
fostering resilient and competitive 
North American supply chains that 
are critical for preserving North 
American economic security.  
Key supply chains for the 
committee's consideration should 
include automotive, aerospace and 
defense, critical minerals, energy, 
and life sciences.

Canada, the U.S., and Mexico, 
should prioritize strengthening 

cooperation and coordination on 
policy responses to unfair trade 
practices by China, as well as other 
non-market economies. While 
all three countries committed to 
jointly expanding collaboration on 
these matters at the fourth annual 
meeting of the USMCA Free Trade 
Commission, more deliberate and 
concrete action is required. As a 

coordinate efforts to address 
unfair trade practices related to 
electric vehicles (EVs), as well as 
risks posed by certain connected 
vehicles. While both Canada4 and 
the U.S.5 have acted on the risks 
posed by Chinese EVs, greater 
coordination and alignment with 
Mexico is needed.

Given our closely aligned economic 
and security interests, Canada 
and the U.S. should develop a new 
bilateral pact to advance common 
economic security interests. This 
pact should seek to enhance 
Canada-U.S. cooperation on 

The USMCA Competitiveness Committee should play 

strategic competitiveness agenda for North America. In 
particular, the Committee should prioritize fostering 
resilient and competitive North American supply 
chains that are critical for preserving North American 
economic security.
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economic security, building upon 
key bilateral initiatives such as 
the 2021 Roadmap for a Renewed 
U.S.-Canada Partnership.6 This new 
measure should be complementary 
to existing provisions of the USMCA 
and should be viewed as a model 
partnership that can eventually be 
expanded to include Mexico.

Towards a more prosperous and 
secure North America 

The future of the North American 
economic partnership is 
increasingly uncertain as we 
approach the 2026 USMCA review. 

Rather than turning inwards, 
erecting trade barriers, or 
implementing counter-productive 
tariffs, Canada, the U.S., and Mexico 
should instead lean into the North 
American economic partnership, 
creating the conditions to unleash 
the full potential of our industries. 

This means not only enhancing 
trade within North America, but 
also taking security considerations 
seriously—including those 
pertaining to our borders. 
Notably, Canada’s 2024 Fall 
Economic Statement outlines the 
government’s plans for a $1.3 billion 
investment7 to enhance the security 
of the Canada-U.S. border.

For Canadian businesses, 
enhancing North American 
economic cooperation and a 
successful 2026 USMCA review are 
top priorities. In 2024, the Canadian 
Chamber organized multiple 
business-led trade missions to 
the U.S. on key areas where there 

shared growth. These missions 
have focused on critical minerals, 
life science supply chain resiliency, 
North American economic 

Through these missions, Canadian 

businesses are proactively 
engaging with policymakers, 
businesses, and the wider North 
American public policy community 
to strengthen North American 
economic cooperation.

Given Canada will chair the 
upcoming USMCA Free Trade 
Commission meeting, and also 
holds the G-7 presidency in 2025, 
Canada has a unique opportunity 
to take a leadership role on these 
matters in the coming year. 

The Canadian Chamber of 
Commerce, as the voice of the 
business community in Canada 
and host organization for B7 2025, 
is committed to collaborating with 
all three governments, as well as 
the business communities from all 
three countries. Working together, 
industry and government can create 
the conditions for a more secure 
and prosperous North America. 

Endnotes

1 https://www.reuters.com/markets/commodities/china-bans-exports-gallium-germanium-antimony-us-2024-12-03/
2 https://www.whitehouse.gov/wp-content/uploads/2021/06/100-day-supply-chain-review-report.pdf
3 
4 

sectors-from-unfair-chinese-trade-practices.html
5 

and-businesses-from-chinas-unfair-trade-practices/
6 https://www.pm.gc.ca/en/news/statements/2021/02/23/roadmap-renewed-us-canada-partnership
7 https://budget.canada.ca/update-miseajour/2024/report-rapport/chap3-en.html
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the Trump administration will maintain a focus on rebuilding American manufacturing and 

1 

In the area of critical minerals, reducing dependence on China means working closely with 

critical minerals supply chains.  First, economic deposits for many critical minerals are simply 

necessary to economically mine and process those minerals is distributed across multinational 

of critical minerals including: nickel, copper, lithium, manganese, phosphate, antimony, zinc 

Minerals supply chains are hampered by price uncertainty.

cost Chinese-owned production in Indonesia and Latin America.

Working together, the three countries could  
develop mines and processing projects for a range  
of critical minerals
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There is recognition that strategic action is necessary in the sector. U.S. industrial policy 

North American mining at the necessary scale. Chinese bans on gallium and germanium 
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also be used to backstop the North American market and protect it from metal made with low 

The North American critical minerals policy landscape

but stronger domestic and international action will be needed to de-risk critical minerals 
supply chains. 

 

conditional upon sourcing critical minerals components from free trade agreement countries. 
Treasury interpreted this to include all metal in the battery, from mined materials to electrode 

FTA country, then the corresponding percentage counts toward the target. The friendshoring 

The Biden administration also made use of the Defense Production Act (DPA) to support early-

spent in these jurisdictions.

million for a graphite mine feasibility study in Québec.
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as a demand-side support for non-Chinese metals and thus can be considered part of a broader 

11

 It also created a 
 In 

critical minerals sector.

A club with coordinated tools

the international mining industry, the U.S. will need to work closely with allies to build supply 
and secure demand through a minerals club. 

This club could combine a number of key features:

• 
• 
• 
• Joint procurement
• Labor, public safety, and natural resource standards

Working out a critical minerals club alongside USMCA negotiations would follow the path laid 

Washington, D.C.

The opportunity is to de-risk critical minerals while showing how to conduct robust joint 

coherent plan to increase supply through demand-side supports. In this schema, procurement, 

undermined by dumping from abroad. Subsidies ensure that costs are under control and that 
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Chinese EVs.

broader agreement. Trade within the club could be kept free. This would form the basis for 

 

price insurance, stockpiling, and defense procurement.  

Only price insurance has the capacity to create the long-term price certainty needed to 

 

strike price could likely ameliorate these concerns.

the club.

for metals projects. In the U.S., legislation would be needed to ensure that the Loans Program 

or another state-owned enterprise could write such a contract. 
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project in one jurisdiction competes with a project in another. The good news is that in North 

cooperation. Copper, nickel, graphite, and other metals are not zero-sum in the same way 
because there is enough room in the market for a number of good North American projects in 
each of those metals.

but that there is a gap for graphite and nickel.  As it stands, this is not a problem in part 
because only lithium is truly a competitor metal between the U.S. and Canada. Analysis would 

with subsidized lithium from further North. If so, perhaps the situation would count as 
harmonized. The key is not to meet some arbitrary benchmark but to ensure that all countries 

niobium, rare earths, titanium, and tungsten are all important to the defense industry in 
North America. In many cases, these are likely to be the secondary metals in a mining project. 

project economics.

metals with high China shares, such as gallium, germanium, rare earths, and antimony 

as both countries look to build up their defense industrial base. 
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 They set benchmarks for the percentage 

Conclusion

 To be successful, joint industrial 

neighbors—whether posturing or signaling real imperial desires—undermines the goodwill 
necessary to do a deal of this scale and importance.

political economy is oriented toward the U.S. and its partners.

with multiple tools is needed. 
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2 https://www.bloomberg.com/news/articles/2025-01-16/bessent-will-say-dollar-s-status-is-critical-to-us-economy 
3 https://carnegieendowment.org/research/2023/05/friendshoring-critical-minerals-what-could-the-us-and-its-partners-

produce?lang=en; https://www.netzeropolicylab.com/s/PB02-DPA-Friendshoring-vf3.pdf
4 https://netzeroindustrialpolicy.ca/reports/getting-prices-right/ 
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7 https://www.federalregister.gov/documents/2024/10/28/2024-24840/advanced-manufacturing-production-credit. See 

8 https://www.netzeropolicylab.com/s/PB02-DPA-Friendshoring-vf3.pdf 
9 Six awards like this have been made. https://www.defense.gov/News/Releases/Release/Article/4000947/department-

of-defense-makes-investment-to-strengthen-the-tungsten-supply-chain/; https://www.defense.gov/News/Releases/
Release/Article/3777044/department-of-defense-awards-147-million-to-enhance-north-american-cobalt-and-g/ 

10 
11 2022 data from UN Comtrade. https://comtradeplus.un.org 
12 https://www.budget.canada.ca/2023/home-accueil-en.html 
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14 
15 https://www.iisd.org/publications/report/igf-mining-policy-framework-assessment-mexico 
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18 
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Chief Executive | Rio Tinto Aluminum

Better together: USMCA and North American 

The word “supply chain” was a term 
many people probably did not think 
about very much until a few years 
ago. Countries around the world 
are considering today whether their 
supply chains are well suited to the 
geopolitical dynamic of our time. 

The minerals and metals needed 
to support the modern economy 
are one of the most economically 

chains—as evidenced by President 
Donald Trump highlighting the 
need to “assess the national 
security implications of the Nation’s 
mineral reliance” in his executive 
order declaring a national energy 
emergency. 

These concerns are by no means 

minerals that underpin industrial 
production from technology, defense, 
energy systems, to electric vehicles—
are not available everywhere or in 
the size, quality, standards, or stage 
of processing required by industry. 

When it comes to critical minerals, 
countries want suppliers they can 
trust to reliably deliver at a scale 
and quality they can count on and 
enabled by relationships that will 
stand the test of time.

Delivering on these expectations 
requires a combination of access to 
capital, skilled workforce, capacity 
for innovation, rigorous health and 
environmental standards, and the 
ability to navigate geopolitical and 
macroeconomic volatility. In this 
context, the North American market 
has all the attributes to support the 
capital and technology-intensive 
projects that constitute the critical 
minerals supply chain. The new 
generation of mining and metals 
projects across the continent 
represent innovation through the 
secondary recovery of minerals from 

sites, new technologies to map 
ore bodies and increase recovery 

metals from end-of-life products. 

cross-border infrastructure, 

government efforts between 
Washington and Ottawa to work 
with industry to build resilient 
supply chains in critical minerals 
and beyond. Cooperation in critical 
minerals gained speed in the 

minerals list and spearheaded 
efforts to bolster production from 
the domestic market and key allies 
like Canada. 

For Rio Tinto, the USMCA is a 
foundational element of our U.S. 
and Canada operations, which are 
built around a spirit of collaboration. 
Among our 57,000 global 
employees, there are nearly 18,000 
in Canada and the U.S. working in 
strong partnership with our unions 
and local communities. 

Rio Tinto’s business operation 
across the U.S. and Canada provide 

VIEWPOINT
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numerous examples of how cross-
border trade and investment 
supports U.S. and Canadian 
businesses and jobs. For example, 
the aluminums we deliver from 
Canada to almost 200 customers 
in the U.S. are not only the largest 
sources of aluminum supply to the 
U.S., but also the most competitive 
and lowest carbon alternative 
for those customers today. This 
includes providing abundant and 
affordable hydro-powered electricity 
from Quebec and British Columbia, 
which creates a strategic advantage 

global competition in sectors 
such as aerospace, automotive, 
and clean energy. Our Canadian 
teams are also the second largest 
supplier of high-grade iron ore and 

the largest supplier of titanium 
feedstock to the U.S. market, 
supporting jobs and production 
in the steel sector. In 2023, Rio 
Tinto became partners with North 
America’s largest aluminum 
recycling business, Matalco. 

To provide another example, 
responsibly produced copper 
and domestically mined borates 
are vital inputs into things from 
agriculture to defense equipment. 
Rio Tinto’s copper project in Arizona 
will provide up to a quarter of the 
copper needed in America, and the 
acquisition of Arcadium Lithium 
will enable Rio Tinto to support a 
variety of energy storage and digital 
infrastructure applications across 
North America.

Finally, and importantly, because 
critical minerals are key to national 
resilience and security, we are 
working with government agencies 
to develop our supply of scandium, 
titanium, gallium, tellurium, among 
others, from our mining operations 
in Canada and the U.S. 

Collectively, our investment 

change for Canadian and U.S. self-

With USMCA renewal coming up in 
2026, and a broad review of trade 
arrangements with the U.S. and 
Canada already underway, there 
has never been a more important 

cross-border, resilient supply chains 
for critical minerals.

Endnotes

1 Rio Tinto is a donor to the Brookings Institution. The conclusions and recommendations of any Brookings publication are solely those of its author(s), 

For Rio Tinto, the USMCA is a foundational element of 
our U.S. and Canada operations, which are built around 
a spirit of collaboration. 
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Figure 5.

Source: USGS - Mineral Commodity 
Summaries.

Percent share of 100
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capacity to reduce dependence on China and create more resilience in defense, energy, and 

for the Trump administration.1

reliance on China.  The Biden administration also recognized the importance of critical 

semi-conductors, and other energy, defense, and digital economy applications.  In support 

aiming to reduce reliance on foreign sources.  

itself as a key supplier of critical minerals.

chains in processing and recycling.  

of increasing collaboration through the USMCA. While tensions with respect to Chinese 

addressed,  prioritizing USMCA cooperation on upstream and midstream critical mineral 
supply chains can help kickstart a new era of North American collaboration. For that to be 

The United States, Canada, and Mexico have 
increasingly prioritized critical minerals as essential 
components of economic security, clean energy 
transitions, and advanced manufacturing. 
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on China for critical minerals and batteries. This includes by promoting impactful trade 

critical mineral supply chains across North America.

 

backing to more USMCA cooperation on critical mineral supply chains.  

Why USMCA cooperation on critical minerals is essential to expanding 
domestic capacity 

of the world, are deeply reliant on Chinese processing capacity of critical minerals. To use 

 
This means that reducing dependence on China for critical minerals will require large 

skilled workforce.11 

sectors such as lithium-ion batteries, EVs, and semiconductors. Supported by the IRA and 

 In total, the North American EV 
 including 
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magnets, lithium-sulfur and lithium-metal batteries, silicon-anode, sodium-ion and iron-air 
 

early on, much like China did during the last decade and a half for the current generation of 
lithium ion battery chemistries.

truly a strategic goal, then it is important to protect that production and facilitate, at the local, 
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US (%) M (%) Ca (%) Total (%) Energy transition
applications

Defense 
applications

Beryllium 55.9 55.9 Lightweight alloys for 
aerospace

Missile guidance, Radar 
systems

Silver 4 24.2 28.2 Solar panels, Electronics Electronics, High-conductivity 
wiring

Molybdenum 13.7 6.1 0.3 20.1 Wind turbines, Hydrogen 
production Aircraft engines, Armor

Cadmium 5.2 8 13.2 Batteries (Ni-Cd) Electronics, Optics

Palladium 5 7.9 12.9 Hydrogen storage, Catalysts Electronics, Catalytic 
converters

Zinc 6.1 6 12.1 Corrosion-resistant coatings, 
Batteries Alloys, Protective coatings

Copper 5.6 3.4 2.4 11.4 Wind turbines, Solar panels, 
Wiring Electronics, Communications

Niobium 8 8 High-strength steel for 
turbines

Jet engines, Structural 
components

Zirconium 6.9 6.9 Nuclear reactors, Hydrogen 
storage Heat-resistant alloys

Aluminum 1.3 4.1 5.4 Lightweight materials for EVs, 
Solar panels

Aircraft, Armor, Lightweight 
vehicles

Nickel 0.5 4.4 4.9 Batteries (EVs, grid storage), 
Alloys

Platinum 1.7 3.1 4.8 High-strength alloys, Armor 
plating Electronics, Fuel cells

Tellurium 4.1 4.1 Thermoelectrics Electronics, Infrared detectors

Indium 3.9 3.9 Solar panels (CIGS), 
Electronics

Display technologies, Sensing 
devices

Barium 3.8 3.8

Selenium 3.3 3.3 Solar panels, Thermoelectrics Electronics, Optoelectronics

Source: Critical Materials Monitor 202417 and author consultations with industry
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Current USMCA engagement on critical minerals
U.S.-Canada cooperation so far could be a blueprint for North American cooperation on critical 
minerals but would need further strengthening on the policy side of the equation. While political 
cooperation has accelerated in recent years against a backdrop of increasing local demand 

to increase security of supply for strategic industries such as defense, clean energy, and 

There is no doubt that U.S.-Canada business engagement is both wide and deep. Under the 

multi-sectoral approach that encompasses the digital economies, clean energy, and national 

critical mineral supply chain, has remained far too limited. Both under Trump and Biden, U.S. 
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critical mineral supply chains. The focus on cobalt and graphite, while essential, also underscores 

 This ultimately led 
 While it is too early 

to judge on the practical utility, the standardization of information on resource potential can 

What is needed to accelerate USMCA cooperation on critical minerals 
supply chain? 

critical mineral mining and processing. This could include harmonizing regulations across the 

Extending cooperation and leveraging USMCA to 
facilitate the needed investment, develop common 
standards, and reduce regulatory barriers, should be 
the focus for all three governments going forward.
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Third, USMCA cooperation can focus on stockpiling and building joint processing capacity, 
which is the true bottleneck in the supply chain and a threat for downstream sectors in USMCA 

potential build-up of processing capacity elsewhere. Changing the status quo will require a 

highly standardized supply chain that has created large incumbents that are able to outcompete 
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historical data indicates that DPA funding for such projects has been modest, often constrained 

recognized as domestic partners under Title III. This would align funding mechanisms with the 

in mineral supply chains.

This process can introduce delays and uncertainties, particularly for larger-scale projects 

Figure 6.

Battery refers to battery 
storage systems designed for 
grid use, utility scale projects, 
and storage solutions. Total 
Billion Constant 2015 US$

Investment 2024.
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opportunity. With countries around the world enacting EV policies and companies pushing the 

1 Recognizing this opportunity, players 

sector as it transitions to EVs. 

A highly integrated supply chain…in transition
The role of the North American Free Trade Agreement (NAFTA) and then USMCA in supporting 

 If there 
is a problem on the Ambassador Bridge between Detroit and Windsor, Ford will run out of 

integrated supply chain for manufacturing automobiles means that much of the auto content 

 The U.S. International Trade Administration 

 

As the three governments gear-up for review of the 
USMCA in 2026, a key focus will be on how USMCA 
supports the auto industry and what more might be 
needed to enable a more competitive auto sector as it 
transitions to EVs.
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State of play

 The goal was clear: localize the supply chain as much as possible while ensuring 

establishing new EV manufacturing plants—has therefore been the north star for the region the 

and components sourced from or processed in China.

U.S. Canada Mexico

EV production $54.2 $12.2 $6.2

Battery manufacturing $141.6 $34.7 $0.7

Source: Data from The Big Green Machine.
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United States

and battery sectors across the country,

New administrations in the U.S., Mexico, and Canada, 
a quest to decouple from and compete with China, and 

supply chains to capture the EV opportunity, will be key 
factors driving decisionmaking for the three partners.
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to the progress made thus far and would harm U.S. manufacturing and trade. Sales of battery 

11

Mexico

other global markets.  The nearshoring trend that seeks to relocate supply chains closer to 

establish operations in the country. The supplier ecosystem also continues to grow: There 

related to infrastructure, the supply and reliability of electricity, and workforce readiness 

the USMCA. More broadly, the new Sheinbaum administration has implemented a series 
of sweeping reforms that are creating uncertainty and unpredictability, none of which are 

Competition Commission (COFECE), the Energy Regulatory Commission (CRE), and the 
National Institute of Transparency, Access to Information and Data Protection (INAI), among 

), a 
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Canada

and battery production—means that Canada has enormous potential to be a key player in this 
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The USMCA review: An opportunity for realignment 

manufacturing capabilities and a strong and resilient auto parts supplier ecosystem, and 
Canada producing critical minerals that will help to onshore the battery supply chain. 

consider three key opportunities: 

1. 

a. 

b. 

c. 

the importance of competing in this transition and create new mechanisms for closer 
collaboration. 

a. 

of the Association of Southeast Asian Nations (ASEAN) countries  in this regard could be 
a helpful reference for USMCA partners. 

There is too much at stake, and decisive action is 
needed to fully realize the potential of the investments 
made so far and ensure a place for North America in 
this competitive race.
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b. In terms of infrastructure, binational charging corridors such as the ones implemented 
between Michigan and Ontario  or San Diego and Tijuana  can be replicated in other 

c. 

industry since its creation. 

Figure 7.

Car sales are domestic

Source: IEA (2024), Global EV 
Outlook 2024.
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Director, Global Public Policy | Toyota

supply chain
The USMCA was created, 
negotiated, approved, and enacted 

That would be a remarkable feat 
for any free trade agreement (FTA), 
but considering that the USMCA 
is the most comprehensive, high-
standard, and innovative trade 
agreement in the world, it’s an 
astonishing achievement.

And the timing could not have 
been better. Modernizing North 
American trade at the outset of the 
COVID-19 pandemic positioned 
the region for a rapid rebound with 
the U.S. as the engine of growth. 
This was most evident for the auto 
industry, which is the backbone of 
manufacturing across the region 
and a key contributor to growth, 
employment, and innovation. 
In 2023, the auto sector added 
more than $800 billion to the 
U.S. economy, about 11% of total 
manufacturing output, supporting 

nearly 10 million American jobs. 
Remarkably, every job with an 
auto manufacturer in the United 
States creates nearly 12 other jobs 
upstream (such as suppliers) and 
downstream (like dealerships).2 

Auto supply chains throughout  
the U.S., Mexico, and Canada are 
so tightly knit that we don’t merely 
sell vehicles to each other, we 
build them together, making North 
America the world’s second largest 
auto-producing region. Working 
with its neighbors has also 
positioned the United States as  
the world’s second largest a 
uto-manufacturing country.  
Toyota is proud to contribute to 
that title through our 10 U.S. plants, 
which support 190,000 jobs across 
America directly and with our 
dealer partners.

Under the USMCA, America’s role as 
an auto-manufacturing powerhouse 

has been bolstered. The agreement 
has also been a success for U.S. 
workers, consumers, farmers, and 

continuous improvement, it could 
be enhanced, and its innovative 
mechanism to modernize allows all 
three parties to do just that. 

The USMCA is a paradigm-shifting 
agreement that views FTAs as 
dynamic deals that can be updated 
to address new challenges and 
seize new opportunities. As the 
three parties convene for the 2026 
review, it will be important to focus 
on strengthening the regional 
supply of critical minerals to meet 

intelligence, defense, energy, 
manufacturing, and technology. 
A comprehensive approach is 
essential to mitigate supply chain 
risks for materials that are highly 
vulnerable to disruptions, price 
shocks, and shortages. Firms and 

VIEWPOINT
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innovators across the economy 
have a vested interest in shoring up 
this supply chain. That’s certainly 
the case for Toyota’s new battery 
plant in Liberty, North Carolina. 
Announced on the heels of the 
USMCA’s enactment, this $14 
billion plant will employ over 5,000 
people to build batteries for hybrid, 
plug-in-hybrid, and electric vehicles. 
It is the largest investment in a 
single place that Toyota has made 
anywhere in the world.

A strategic critical mineral plan will 
help expand and secure regional 
supply chains, and the USMCA is 
the vehicle to drive it forward. Three 
steps towards this goal include:

Specifying strategic minerals: 
Establish a targeted list of 
strategic minerals that would be 

the USMCA. Importantly, the list 
should differentiate high-value rare 
earths from bulk commodities in 

transition periods for complying 
with them. A cumulation rule 
would help accelerate the pace of 

counting operations across all three 
countries toward compliance.  
The “yarn forward” rule for textiles 
in the USMCA offers an example 
of how this could be adapted for 
critical minerals. 

Securing access:
tools to mitigate risks critical 
mineral projects face due to 
massive up-front costs and 
market volatility. Low-interest 
loans, tax credits, and public-

private partnerships that target 
gaps in early-stage development, 
midstream processing, and co-
product recovery can catalyze 
private capital and accelerate 
innovation. Aligning trade rules 
and remedies across all three 
markets will help protect these 
investments and secure access. 
From foreign investment screening 

and manufacturing operations to 
the application of anti-dumping 
and countervailing duty remedies, 
USMCA parties should develop and 
enforce regionwide rules. 

Stabilizing prices: Set price bands 

infrastructure investments and 
long-term purchase agreements 
from price shocks due to dumping 
of those minerals on the global 
market. If a price for a commodity 

band, it would trigger collective 

action by USMCA parties, such 
as tariffs, stockpile releases, or 
tax credits. This would protect 

purchasers that have complied with 
the agreement. 

Since President Trump began 
negotiating the USMCA, Toyota has 
been committed to its success. 
While the agreement’s novel 
mechanisms to evolve enable it 
to meet emerging 21st century 
conditions, the stability and 
predictability of the framework is 
foundational to attracting capital 
for multibillion dollar, multidecade 
investments. The transformational 
potential of the USMCA is just 
being realized as the three parties 
begin the review process. This is a 
prime opportunity to build upon the 
agreement’s success to unleash 
North America’s energy future and 
boost its manufacturing by securing 
the supply of critical minerals. 

Endnotes

1 Toyota is a donor to the Brookings Institution. The conclusions and recommendations of 

Institution, its management, or its scholars.
2 

States-Mexico-Canada Agreement with Respect to Trade in Automotive Goods. https://ustr.gov/
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Introduction
As the world is coming to terms with the need to electrify to address the looming climate crisis, 

This chapter focuses on a subset of critical minerals—those that are needed for the clean 
energy transition1  Energy transition minerals 
such as lithium, graphite, copper, nickel, rare earth elements, and cobalt are essential building 

 China dominates the energy 
transition minerals markets,

The drivers for increased appetite for energy transition minerals

Nationally Determined Contributions (NDCs). NDCs are documents submitted under the 

subnational action and could be adopted by a future U.S. president. Canada has yet to submit 

 

Energy transition minerals sourcing within North America 

quantities of any of the critical minerals needed for decarbonization.  Canada has a toehold 

 including 

Infrastructure Law,
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11

North American trade in minerals is already important to all USMCA countries. The U.S. is the 

In fact, Canada imported more critical minerals from the U.S. than from other countries.  In 

—all listed critical minerals for 
which there is limited domestic mining in the U.S. In addition, during that same period, the 

source for graphite and copper.

with the U.S. and Canada.

As the world is coming to terms with the need to 
electrify to address the looming climate crisis, it is also 
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The path to responsibly sourced minerals

Understanding the risks associated with mineral extraction: 

global impacts (e.g., mercury pollution, greenhouse gas emissions) and system impacts (e.g., the 
 

 

being, and agency.

to energy transition minerals) include hazardous working conditions and labor abuses (e.g., 
child and forced labor, especially in artisanal and small-scale mining), displacement of local 

 

chain—from mining and processing to disposal and recycling. These challenges are not new, 

While no country or its companies are immune from irresponsible operations and mining 

and regulations that support responsible mining. In the U.S., almost all new mines must be 

—including the Clean Air Act, the Clean Water Act, and the 

Canada, there is a requirement to consult with and accommodate Indigenous groups.  
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ecological concerns, no longer allow concessions in natural protected areas, require free 

 

In contrast, mining in China, the dominant source of transition minerals currently, has poor 
 

Demand-side management and circularity

minimize the need for the creation of new mining operations.  Since primary minerals must 
be mined, the goal for sourcing is responsible mining. Secondary minerals, which are recycled, 

waste. According to the International Energy Agency's global analysis, a successful scale-up of 
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recycling capacity,
in the coming years. Canada is also making strides in EV battery recycling. Not only does it 

companies, such as Lithion, are Canadian. While there has been Chinese company interest and 

 

Better recycling will require designing batteries for recyclability,

North America are obstacles, across the board from consumer electronics to EV batteries. 

In addition to end-of-life products containing desirable minerals, mine wastes and industry 

rare earth elements from coal byproducts

at operating mines.  

The challenge of traceability

sourced within North America and other trusted countries is the ability to trace mineral products 

In addition to end-of-life products containing desirable 
minerals, mine wastes and industry wastes also hold 
valuable stores of transition minerals.
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Progress is being made on traceability: The EU Battery Regulation
supply chain tracing of critical minerals.

 chain of custody 
standards also support traceability. Blockchain technology is also being employed to support 
traceability.

Regulations and voluntary standards

are operating responsibly.

responsible mining standards. These include the Minerals Security Partnership (MSP)  and the 

association that aims to bolster global critical minerals supply. While this is a Biden administration 
 The 

 The work of the MSP Forum has two focal areas. First, it 

mining.

 
of energy transition minerals are responsibly sourced 
within North America and other trusted countries  
is the ability to trace mineral products from their 
extraction site.
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cannot wait for a complete set of protocols to emerge through either of these processes. 

information on performance are RMI, IRMA, the ICMM principles, Copper Mark, and Toward 
Sustainable Mining.

 

Using purchasing power to drive improved performance

 
and intergovernmental agencies to formalize responsible 
mining standards.
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Recommendations

minerals:

• All three countries should take steps to encourage domestic mining and processing without 

• 

mining and processing.

• 
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Further, to ensure that their energy transition mineral supply chains are responsibly sourced, 
all three countries should take the following actions in order of priority: 

• First, they should ensure that they are working on demand reduction by designing systems 

components and recycling or bringing materials from waste streams back into the economy).

• 

basis for sourcing critical minerals. The USMCA commitments on technical standards can 
ensure these standards become basis for domestic regulation.

• Third, they should establish a range of options to ensure that imports are responsibly 
sourced. This can include common approaches to tracing imports of critical minerals to 

critical minerals that fail to meet North American standards. 

• 
standards for responsible sourcing of critical minerals, including requirement of traceability 

• 

well-enforced regulatory and legal regimes, high-bar 
voluntary schemes that implement credible assurance 
processes can be useful tools. 
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Figure 8.

Source: IEA, Monthly Electricity Statistics.

Percentage of electricity 
produced through renewable 
sources. Combustible 
renewables include solid 
biofuels, biogases,  liquid 
biofuels, and municipal 
renewable waste.
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20 https://commdev.org/publications/ifc-net-zero-roadmap/
21 The mining sector has consistently been the most dangerous sector for environmental human rights defenders with 

495 documented allegations of human rights abuses between 2010 and 2021 associated with energy transition 
minerals. Mexico alone accounted for 47 of the documented attacks on defenders and was cited as the second most 
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30 https://theicct.org/us-ev-battery-recycling-end-of-life-batteries-sept23/
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31 https://www.bdc.ca/en/articles-tools/blog/are-there-opportunities-for-canadian-smes-in-automotive-battery-supply-chain
32 https://resource-recycling.com/e-scrap/2024/10/24/panelists-battery-rules-should-be-proactive-not-reactive/
33 https://www.netl.doe.gov/node/13953
34 https://www.usgs.gov/programs/mineral-resources-program/science/mine-wastes-and-legacy-mine-lands
35 

Implementing-the-EU-digital-battery-passport.pdf
36 https://home.treasury.gov/news/press-releases/jy2323
37 https://www.globalbattery.org/battery-passport/#:~:text=The%20GBA%E2%80%99s%20Battery%20Passport%20is%20

unique%20as%20it,on%20data%20that%20is%20standardized%2C%20comparable%2C%20and%20auditable.
38 https://responsiblemining.net/what-we-do/standard/chain-of-custody/#:~:text=The%20IRMA%20Chain%20of%20

Custody%20Standard%20provides%20a,come%20from%20mines%20audited%20against%20the%20IRMA%20Standard
39 https://coppermark.org/standards/chain-of-custody-standard-2/
40 https://www.deloitte.com/uk/en/Industries/energy/perspectives/esg-performance-in-the-critical-minerals-supply-

chain.html
41 This is another area of differentiation between North American and Chinese companies with North American 

companies applying standards at the site level and reporting against site-level compliance and Chinese 
companies applying these only at the corporate level (https://www.sciencedirect.com/science/article/abs/

performance to address technical requirements for responsible mining, the Chinese instruments are adopted mainly to 
reassure customers of good practices throughout complex supply chains.

42 https://www.state.gov/minerals-security-partnership/
43 https://www.federalregister.gov/documents/2020/10/05/2020-22064/addressing-the-threat-to-the-domestic-supply-

chain-from-reliance-on-critical-minerals-from-foreign
44 
45 
46 
47 https://www.responsiblemineralsinitiative.org/minerals-due-diligence/standards/, https://responsiblemining.net/, 

https://www.icmm.com/en-gb/our-principles/mining-principles/mining-principles, https://coppermark.org/, https://
mining.ca/towards-sustainable-mining/

48 https://www.icmm.com/en-gb/our-principles and https://www.m3standardspartnership.org/m3-assessment-tool
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Introduction

facilitate collaboration with international partners to enhance global semiconductor supply 

the long term that can act as a supporting mechanism for the front-end manufacturing-

meet U.S. goals around building semiconductor manufacturing capacity and supply chains in 

Canada Agreement (USMCA) to support trade in the technologies and components key to 

year for the program in North America. While the funding aspects of the ITSI framework are 

Mexico is the focus so far of ITSI efforts in 2024, but aperture in 2025 will 
expand in the Americas

beginning to ramp up, and 2025 will be a key year for the 
program in North America. 

USMCA FORWARD 2025



• 

1 

• 

• 

 

• 

needs and promote greater participation of women in the semiconductor sector. 

• 

streamlined customs processes.

• 

manufacturing operations.
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2025 will be key for launching new efforts and focusing investment in a 
North American ecosystem for semiconductor development

could assist in building out a sustainable ecosystem. 
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 is working through the Committee 

 These 

energy-related capacity, and the skills gap.

In addition, in mid-January the Dominican Republic hosted a critical meeting of the Americas 

key technology-related inputs such as semiconductors.  This meeting focused on the issue of 

elements of a North and Central American semiconductor manufacturing ecosystem. In 

administration—President Claudia Sheinbaum has indicated semiconductors are a top priority, 

Early in 2025, several important initiatives will be 
coming together to drive further progress in the 
development of a broader North American ecosystem 
designed to support advanced semiconductor 
manufacturing centered in the United States and driven 
by CHIPS Act funding. 
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ITSI is also partnered with key industry associations such as SEMI and the Semiconductor 
Industry Association (SIA), which will also participate in the APEP conference. 

key decisionmakers and industry leaders come together to discuss and collaborate on issues 

Tempe campus and included leaders from Costa Rica, the Philippines, and Vietnam to discuss 

Indonesia and focus on these same two issues. 

substrate (CoWoS) packaging capacity is currently in Taiwan.11

administration was reportedly in discussions with both TSMC and Intel about potential 

foundry operations.

ecosystem for semiconductor manufacturing in the Americas, there are political realities that 
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industrial policy. In addition, support in the new administration appears likely as ITSI does 

of Commerce included as part of the awards process, such as mandated child care, that some 

there could be pressure to reduce or hold up funding until the new administration has assessed 

Looking ahead, some uncertainty on the horizon

 under the National 
Semiconductor Technology Center (NSTC) will be a deep well of semiconductor workforce and 

in the Americas including Canada will need to upgrade their workforce—and Canada has 

semiconductor supply chain ecosystem in the Americas. 

Sustained government support and political will, along 

degree to which Commerce Secretary Gina Raimondo’s 
vision of a U.S.-centered manufacturing capacity 
of around 20% of advanced node semiconductor 
manufacturing by 2030 can become a reality.
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and packaging ecosystems in North America and throughout the Americas.

could upend these opportunities for regional cooperation around building semiconductor 

including around semiconductors. This would ultimately undermine the U.S. goal to reduce 
dependencies on Asia for semiconductor manufacturing. 

Endnotes

1 https://news.asu.edu/20240827-science-and-technology-asu-mexico-partnership-equip-talent-north-american-
microelectronics-jobs

2 https://2021-2025.state.gov/new-partnership-with-mexico-to-explore-semiconductor-supply-chain-opportunities/
3 https://news.asu.edu/20240827-science-and-technology-asu-mexico-partnership-equip-talent-north-american-

microelectronics-jobs
4 https://www2.fundsforngos.org/latest-funds-for-ngos/eb-international-technology-security-and-innovation-itsi-fund-mexico/
5 https://www2.fundsforngos.org/latest-funds-for-ngos/eb-international-technology-security-and-innovation-itsi-fund-mexico/
6 https://www2.fundsforngos.org/latest-funds-for-ngos/eb-international-technology-security-and-innovation-itsi-fund-mexico/
7 https://www.state.gov/international-engagement-project-under-the-chips-act-international-technology-security-and-

innovation-fund/
8 

in semiconductor industry policymaking where participants exchange information on the current state of the 
semiconductor ecosystem and recent public and private initiatives in their respective countries.

9 
multilateraux/apep-pape.aspx?lang=eng#a2

10 https://news.asu.edu/20241121-local-national-and-global-affairs-department-state-and-asu-host-government-leaders-forum
11 https://www.reuters.com/technology/tsmc-talks-with-nvidia-ai-chip-production-arizona-sources-say-2024-12-05/
12 https://www.commerce.gov/news/press-releases/2024/09/biden-harris-administration-launches-nstc-workforce-

center-excellence
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Figure 9.

Percentage

Percentage

Source: Authors’ calculations based 
on Semiconductor Industry Association, 
Boston Consulting Group, “Emerging 
Resilience in the Semiconductor 
Supply Chain”.

Figure 10.

Source: Authors’ calculations based on 
Semiconductor Industry Association, 
Boston Consulting Group, Department of 
Commerce, “Emerging Resilience in the 
Semiconductor Supply Chain”.
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Chair, Trade & International Committee | Business Roundtable,  
and Chair, CEO, and President | Otis Worldwide Corporation

 
in strategic industries: Building an integrated 
manufacturing platform 
The United States, Mexico, and 
Canada negotiated the United 
States-Mexico-Canada Agreement 
(USMCA or agreement) to promote 
more balanced, reciprocal trade, 
confront barriers to trade that did 
not exist when NAFTA entered 
into force in 1994, and grow their 
respective economies. The parties 
also negotiated innovative and 
strong rules of origin to support 
North American manufacturing in 
industrial goods like automobiles, 
auto parts, chemicals, and steel-
intensive products. 

agreement are undeniable. USMCA 
has increased total nominal North 
American trade by 50% since July 1, 
2020, when it entered into force. In 
2023, the parties exchanged $1.88 
trillion in goods and services, which 
is roughly the size of the entire 
Mexican economy. 

In turn, Mexico and Canada have 
surpassed China as the United 
States’ top trading partners. 
Similarly, intraregional investment 

capital investment in North America 
growing 134% since USMCA 
entered into force.

anniversary and the review of 
the agreement slated for July 1, 
2026, the parties should assess 
whether the USMCA could do 
more to support an integrated 
North American manufacturing 
platform. This is particularly 
important because the future of 
North American competitiveness 
and security depends on building 
manufacturing capacity and 

 
(AI) technology in advanced 
industrial sectors.

Enhancing USMCA to support 
strategic industries

The global trading system is 
currently governed by intense 
competition for market share 
in the production of advanced 
technologies and products. 
Governments have deployed 
industrial policy to capture the 

associated with new foundational 
technologies since the dawn of the 
digital economy. Government-led 
“Industry 4.0” initiatives, beginning 
in Germany in 2011, and followed 
by the United States, China, Japan, 
Korea, and the European Union, 
have directed resources to private 
companies to make manufacturing 
more connected, sustainable, and 

critical minerals, data, and energy, 
USMCA can accelerate the next 
phase of this digitally enhanced 
industrial revolution.

VIEWPOINT

USMCA FORWARD 2025



Critical minerals are essential 
for producing batteries, 
semiconductors, and other high-tech 
components that form the backbone 
of modern advanced manufacturing 
industries. North America is uniquely 
positioned to develop an integrated 
supply chain for critical minerals 
due to its vast natural resources. 
Canada is the primary exporter to 
the United States of nickel, a key 
component in stainless steel and 
solar panels. Mexico has one of the 
world's largest lithium resources, an 
important component of batteries, 
machinery, and equipment. The 
United States and Mexico are two of 

an essential component in most 
electronic systems. 

At the same time, AI has the 
capacity to greatly enhance 

reduce manufacturing costs 
through predictive maintenance, 
quality control, and process 
optimization. AI-enabled 
manufacturing requires data-
intensive cross-border activities 
such as cloud computing and data 
collection from connected devices. 

AI training, processing, and data 
storage also require a substantial 
and secure energy supply. A recent 
Lawrence Berkley National Lab 
report found that data-center 
power demand more than doubled 
between 2017 and 2023, largely due 
to the growth in AI servers.1 To meet 
this growing need, North America 
will require not only innovative 
power generation strategies but 

also infrastructure allowing cross-
border energy transmission. 

USMCA is the primary mechanism 
for integrating the North American 
economies. The agreement contains 
innovative chapters designed to 
promote good regulatory practices, 
incentivize cross-border investment 

property rights, and eliminate tariff 
barriers to the trade in goods. The 
USMCA parties should approach 
the six-year review with a view 
to determining how each of the 
agreement’s chapters could be 
updated to support the development 
of manufacturing in advanced 
industrial sectors. Such updates 
could include:

• Strengthening investment 
protections to incentivize 
critical mineral extraction and 
processing.

• Reinforcing digital trade 
commitments to protect cross-

• Enhancing intellectual property 
protections to encourage AI 
technology adoption.

• Expanding market access 
provisions to facilitate the trade 
in oil, gas, and electricity across 
borders. 

Engaging stakeholders to ensure a 
successful review 

The upcoming USMCA review is an 
opportunity to thoughtfully evaluate 
where USMCA’s implementation 
has fallen short. Each party needs 
to uphold its existing USMCA 
commitments or renegotiate those 
it can no longer honor. 

The business community 

because of the importance of 
continued integration of the 
North American economy. U.S. 
policymakers established a 
constructive stakeholder feedback 
loop during the USMCA negotiation 

U.S. policymakers approach the 
USMCA review, they should engage 
stakeholders through the public 
consultation mechanisms set 
forth in USMCA’s implementing 
legislation, as well as through 
informal advisory committees. 
Only with robust public-private 
sector consultation can we use 
the agreement to unleash the 
next phase of the advanced 
manufacturing revolution.

Endnotes

1 https://newscenter.lbl.gov/2025/01/15/berkeley-lab-report-evaluates-increase-in-electricity-
demand-from-data-centers/#:~:text=Between%202017%20and%202023%2C%20
data,systems%2C%20driving%20energy%20demand%20growth
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Introduction 

 1 

 And with global competition in AI rising, the importance of the United 

—to become the leader in 

While the United States still leads globally in AI, China has made remarkable progress and may 
lead in AI in some areas. For instance, China has surpassed the U.S. in AI and machine learning 

models (LLMs).  

 This 

China and Taiwan. In addition, despite restrictions on access to cutting-edge chips, Chinese 

loopholes to acquire restricted ones.

 This progress underscores the stakes for North America as it seeks 

The agreement has already laid the groundwork for digital trade by establishing rules that 

technologies such as AI. 

North America’s leadership in AI. The agreement 
has already laid the groundwork for digital trade by 
establishing rules that reduce barriers to cross-border 
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Context: Overview of the state of AI and technology across North America 
The U.S. continues to be a leader in the AI technology race today, topping global rankings in the 

 

11

and undermines the U.S. in the technological race with China, President Trump announced 

priorities.

reduce U.S. reliance on TSMC for high-end chips. Despite criticism from President Trump, who 

fr
an

k6
0/

S
hu

tt
er

st
oc

k.
co

m
 

USMCA FORWARD 2025



Canada also boasts a world-leading AI ecosystem.

 as part of Bill 

 This 
funding is intended to accelerate AI adoption in sectors such as agriculture, healthcare, and 
manufacturing, with a focus on supporting AI researchers, start-ups, and scale-ups in Canada. 

 was 

 report laid 

implemented following the election of President Lòpez Obrador that same year. Since then, 

AI in particular. These include the establishment of the Digital Transformation and 

 has also made semiconductors manufacturing a top 

supply chain.

The U.S. continues to be a leader in the AI technology 
race today, topping global rankings in the categories of 
innovation capacity and technology sector maturity.

USMCA FORWARD 2025



The building blocks of the USMCA for cross-border collaboration on 
responsible AI

markets. As Secretary of State Marco Rubio has pointed out, “Relocating our critical supply 

 

 has also elicited 

address the challenges emerging with AI technologies.
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Figure 11.

updated in March 2024.

Total amount of private 
investment received for AI 
startups. USD billions 
(Constant 2015 US$)
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strategies to promote specialized skilling programs across North America, such as 

partnerships. New policies could also encourage the mobility of AI talent across borders, such 

embraces its new industrialization strategy centered around semiconductors, strategic 

principles for AI. Doing so would position the USMCA as a leading trade agreement on AI that 

Conclusion 
While the USMCA renegotiations are likely to center around the priorities of the Trump 

against China. 

while also addressing key security concerns. Quoting Secretary of State Marco Rubio “Making 
 By harnessing 

unparalleled leader in AI.

Endnotes
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2 
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4 Singer, A. (2024, September 9).  Global Finance Magazine. https://gfmag.com/

economics-policy-regulation/us-china-competition-generative-ai/
5  Itif.org; Information Technology and Innovation Foundation | 

ITIF. https://itif.org/publications/2024/08/26/how-innovative-is-china-in-ai/
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of-electricity/
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Execuitve VP and CEO | American Chamber  
of Commerce of Mexico (AmCham)

For over 100 years, the American 
private sector’s investment 
in Mexico has built a strong 
community through the American 
Chamber of Commerce of Mexico 

investors in the Mexican economy, 
we’ve seen the economic dynamics 
between our two countries evolve 
over dramatically different global 
circumstances while building a 
profound and strategic integration 

industries and workers. 

Since the USMCA came into 
effect three and a half years ago, 
Mexico has become the U.S.’ 
largest trading partner, with a total 
goods exchange valued at $797.9 
billion in 2023 and an average 
annual growth of 14.18% (U.S. 
Census Bureau). Going forward, 
Mexico can play an even greater 
role in building a more secure and 
resilient regional market. 

There are at least four key 

potential for expanding U.S.-
Mexico trade and investment: 

electromobility, medical devices 
and health, semiconductors, 
and the agro-industry. Within 
these industries lies the region’s 
competitive advantage and the need 
to solidify hemispheric security 
and self-sustaining independence. 
However, for these opportunities 
to be realized, four investment 
enablers must be addressed: 

First, the energy grid. Mexico must 
increase its energy generation 
capacity, improve its distribution 

toward a stable and cleaner grid. 

Second, security and the rule 
of law. According to the latest 
Security Survey by AmCham/
Mexico, 58% of companies 
invest between 2% and 10% of 
their annual budget in security, 
while 4% invest more than 10%. 
This is an “additional tax” that 
directly reduces competitiveness. 
Additionally, recent constitutional 
reforms have substantially 
changed the Judicial Power and 
eliminated independent regulatory 
agencies. These changes impose 

to reorganize and understand the 
new status quo. 

Third is human capital. It is almost 
a given that whenever you speak 
to company leaders, they will 

According to the Mexican Institute 
for Competitiveness (IMCO), 75% 
of companies in Mexico report 

This challenge is most pronounced 
in medium (87%) and large (86%) 
companies. The most affected 
sectors include manufacturing 
(85%), wholesale trade (82%), 
energy (82%), and agricultural 
activities (82%). 

Fourth is infrastructure: Mexico 
has underinvested in maintaining 
highways, railways, airports, 
ports, and border infrastructure. 
Investment in infrastructure should 
grow in a reasonable proportion to 
our trade, but this has not been the 
case in the last four decades.

Additionally, there is the “dragon 
in the room”: China. While U.S. 

VIEWPOINT
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concerns about Chinese investment 
in Mexico appear disproportionately 
loud, given the limited Chinese 
investment so far, it is an issue of 

better understand the scope of the 
problem, it is helpful to dissect it 
into three parts:

One is Mexican imports from 

total Mexican imports from China) 
destined for the Mexican market. 
Unfair competition challenges 
key industries in Mexico, such 
as the auto sector and textiles. 
Additionally, Mexico has seen an 
increase in the import of small 
packages from China, where it is 
said that fentanyl precursors are 
being introduced to the country. 
The Mexican government should 
intervene to ensure a fair and level 

solution is to align tariffs with the 
U.S. and strengthen Mexico’s foreign 
investment screening regime. 

Another problem is the imports 
of intermediate goods (16% of 
Mexican imports from China, 

predominantly electronics, 
automotive components, chemicals, 
and textiles) used in supply 
chains that include the production 
of goods destined for the U.S. 
Mexico must reduce its reliance 
on Chinese sourcing, increase 
regional suppliers, and strengthen 
North American content, especially 

impact regional security. AmCham 
member companies are already 
working on this with the Mexican 
government. 

Third is the import of capital 
goods (65% of total imports from 
China, such as machine tools, 
telecommunications equipment, 
and heavy machinery). Mexico 
must ensure it does not become a 
productive platform for exporting 
Chinese goods to the U.S. While 
specialized Chinese tools and 
machinery are sometimes used, we 
must keep regional content as the 
base of our traded goods. 

Mexico and the U.S. have built 
sophisticated and globally 
competitive manufacturing 

operations in many strategic 
industries, such as automotive, 
electronics, and manufacturing. 
Today, around 40% of Mexican 
manufacturing includes inputs from 
the U.S., further supporting U.S. 
manufacturing and jobs. Moreover, 
many small and medium-sized 
enterprises (SMEs) also participate 
in these supply chains—around 
49,000 U.S. SMEs exported over 
$110 billion to Mexico in 2022.

The USMCA review process 
could support the need to 
accelerate the improvement of 
the abovementioned investment 
enablers while correcting recent 
violations of the agreement and 
reducing the uncertainty created 
by repeated tariff threats. Co-
production within North America 
will be critical as the U.S. evolves 
to ensure stable economic growth 
and rebuild America’s competitive 

cannot be achieved by “America 
alone.” It is clear who to move 
forward with and why. 

The USMCA review process could support the need to 
accelerate the improvement of the abovementioned 
investment enablers while correcting recent violations 
of the agreement and reducing the uncertainty created 

VIEWPOINT
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