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68% believe all three 
governments will ratify  
the new trade deal

57% expect their  
national economies to see 
benefits within two years  

61% see inward trade  
and investment flows 
improving within five years

61% expect their own 
companies to trade more 
internationally over the 
next five years

Most respondents 
expect USMCA  
regional markets to 
dominate their own 
trade growth over the 
next five years but … 

… China is another matter

US  only 29% expect more trade with the 
country’s biggest trading partner, China, 
placing more faith in the UK (outside the 
EU), Japan and the EU

Mexico  64% favor China, putting it first,  
just ahead of the US and Canada

Canada  37% favor China, putting it  
a close fourth, just behind the EU



The sectors expected to benefit most

Mexico  
Tourism, manufacturing,  
automotive, oil and gas
 

US 
Manufacturing, oil and gas,  
automotive, agriculture
 

Canada
Oil and gas, tourism,  
manufacturing, agriculture

Biggest barriers to 
international trade  
and cross-border 
expansion
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International  
tariffs

Compliance 
issues

Tax
barriers

Cultural 
differences

Lack of
market data

HR resourcing
complexity

Transport
costs
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The US Mexico Canada Agreement on free trade 
(USMCA), signed by the three national leaders on  
30 November 2018, is a flagship initiative for US  
president Donald Trump. During his 2016 election 
campaign he was a frequent and forceful critic of the 
existing North American Free Trade Agreement (NAFTA). 
During the USMCA negotiations, the diplomatic mood 
was often unpredictable and ill-mannered, confused by 
unrelated matters such as migration.

In June 2019, Mexico’s Senate quickly, and almost 
unanimously, approved the new deal. In the US,  
ratification is moving slowly and may yet be interrupted  
by the 2020 presidential election. In Canada, ratification  
is already delayed by a federal election (on 21 October). 

Against this backdrop of continuing political uncertainty 
we wanted to find out what North American businesses 
really think about USMCA. 

Will it be fully ratified?

Are they optimistic that cross-border 
business expansion, foreign trade 
growth and wider economic  
prosperity will result? 

In which markets and sectors do they 
expect to see the biggest benefits? 

And finally – political uncertainty 
aside – what do they see as the main 
obstacles to expanded foreign trade 
and cross-border business?

W H A T  N O R T H  A M E R I C A N 
B U S I N E S S E S  E X P E C T  
F R O M  U S M C A 
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Between 23 August and  
3 September 2019, 1500 participants 

completed an online survey.  
All were full-time business 

professionals with purchasing 
responsibilities, drawn equally from 

the three USMCA countries.  
The study was conducted by  

TMF Group, with the assistance  
of Wakefield Research.

Administrative support

9.4%
Analysts, developers,  
account managers, etc

8.3%

Senior VPs and EVPs

10.7%

C-level executives

26.2%

Mid-level directors  
and managers

45.4%

Statistical note: When a sample population is used to approximate the opinions of a complete 
target population, there is always a ‘sampling variation’ between the two populations which 
can be measured. In this survey we can be 95% certain that our results are within plus or minus  
4.4 percentage points of what we would expect for the population as a whole. As with any survey 
of this kind, extrapolating from sample results to the population must be done with caution.
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1980 Ronald Reagan proposes a US-Mexico free  
 trade agreement during his presidential  
 campaign. 

1988  Canada and the US sign a free trade   
 agreement. It will last until the North American  
 Free Trade Agreement (NAFTA) replaces it.

1990  Mexico seeks a free trade agreement with  
 the US. Negotiations begin the following  
 year. Canada joins soon after. The result  
 is NAFTA.

1992  The leaders of Canada, Mexico and the US  
 sign NAFTA in the same year the Treaty of  
 Rome creates the European Union.  
 Controversial from the start, NAFTA will be  
 blamed frequently for manufacturing closures,  
 job losses and lower wages in the US1 and  
 for damaging the environment, encouraging  
 labor exploitation and undermining rural  
 agriculture in Mexico.2 

1993 During the presidential election, independent  
 candidate Ross Perot warns of the ‘giant  
 sucking sound’ Americans will hear as NAFTA  
 hoovers up US jobs. Total trade between the  
 three NAFTA signatories is $290 billion.3

1994  NAFTA comes into force on 1 January,   
 creating the world’s most comprehensive free 
 trade agreement covering the largest single  
 market and the first between developed  
 nations and an emerging economy.4  

2008 Both US presidential candidates say NAFTA  
 needs reforming but nothing is done.  

2016 Trump dubs NAFTA a ‘US job killer’ and  
 threatens to scrap it completely if Canada  
 and Mexico won’t renegotiate.5

2017 Intra-NAFTA trade reaches $1.1 trillion, a  
 fourfold increase in 25 years. High levels of  
 economic integration and seamless cross- 
 border supply chains have become the norm.  
 
 Canada and Mexico are the US’s biggest  
 export markets and only China is a bigger  
 import supplier.

1  https://www.imf.org/en/Publications/WP/Issues/2019/03/26/NAFTA-to-USMCA-What-is-Gained-46680   | 26 Feb 2019 
2  https://www.thebalance.com/disadvantages-of-nafta-3306273  | 25 June 2019 
3  https://www.investopedia.com/articles/economics/08/north-american-free-trade-agreement.asp  | 25 June 2019
4  https://www.thebalance.com/nafta-definition-north-american-free-trade-agreement-3306147  | 25 June 2019
5  https://www.reuters.com/article/us-usa-election/trump-vows-to-reopen-or-toss-nafta-pact-with-canada-and-mexico-idUSKCN0ZE0Z0   | 28 June 2019

A  V E R Y  B R I E F  H I S T O R Y  O F  
F R E E  T R A D E  I N  N O R T H  A M E R I C A

https://www.imf.org/en/Publications/WP/Issues/2019/03/26/NAFTA-to-USMCA-What-is-Gained-46680
https://www.thebalance.com/disadvantages-of-nafta-3306273
https://www.investopedia.com/articles/economics/08/north-american-free-trade-agreement.asp
https://www.thebalance.com/nafta-definition-north-american-free-trade-agreement-3306147
https://www.reuters.com/article/us-usa-election/trump-vows-to-reopen-or-toss-nafta-pact-with-canada-and-mexico-idUSKCN0ZE0Z0


5BEYOND NAFTA: WHAT DO NORTH AMERICAN BUSINESSES EXPECT FROM USMCA?

USMCA vs NAFTA  
– the biggest differences6 
 
Country of origin 75% of vehicle components must be 
made in the region to qualify for tariff-free treatment  
(up from 62.5% under NAFTA).7

Labor costs 40-45% of each vehicle must be made by 
workers earning at least $16 an hour.8

Canadian dairy market US is granted a 3.6% share of 
Canada’s domestic dairy market and Canada agrees to 
scrap its milk pricing policy.

Intellectual property rights Copyright is extended to  
70 years (from 50). Biologic pharmaceuticals (produced 
from living organisms) are patent-protected from generic 
competition for 10 years (shorter than the current 12 in 
the US but longer than Canada’s eight and Mexico’s five).  
Digital economy duties are removed from cross-border 
music and ebook sales; internet companies are protected 
from liability for user-produced content. 

Third-party agreements with ‘non-market’ countries 
Fellow USMCA countries must be officially informed of 
negotiations and extensively briefed on their aims before 
they begin. Before a deal is signed they must be able 
to review it, assess its impact and have their concerns 
addressed, otherwise USMCA will be terminated.9 

Sunset clause Regular reviews and renegotiations start 
after six years. Changes require unanimous agreement or 
USMCA expires automatically after 16 years.

6  https://www.bbc.co.uk/news/world-us-canada-45674261  | 1 Oct 2018
7  https://www.bbc.co.uk/news/world-us-canada-45674261  | 1 Oct 2018
8  https://www.vox.com/2018/10/3/17930092/usmca-mexico-nafta-trump-trade-deal-explained 
9  https://www.cbc.ca/news/politics/nafta-usmca-key-changes-1.4845239  | 1 Oct 2018

https://www.bbc.co.uk/news/world-us-canada-45674261
https://www.bbc.co.uk/news/world-us-canada-45674261
https://www.vox.com/2018/10/3/17930092/usmca-mexico-nafta-trump-trade-deal-explained
https://www.cbc.ca/news/politics/nafta-usmca-key-changes-1.4845239
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US USMCA needs to be approved by the House of 
Representatives where the Democrat majority has 
concerns about employment rights, enforcement, 
intellectual property and environmental protections.10 11    
Democrats have little incentive to hand the president a big 
political win so close to the 2020 election. It could be 2021 
before US ratification is completed.  

Mexico Newly-elected President Andrés Manuel López 
Obrador surprised observers (including the Mexican 
business community) by pushing for rapid ratification. 
On 19 June 2019 the Mexican Senate became the first 
national legislature to approve USMCA (T-MEC in Mexico) 
– 114 votes to 4. Mexico moved quickly to introduce the 
tougher immigration controls sought by President Trump13  
and the labor reforms sought by Democrats.14    

Canada There will be a general election on 21 October 
2019. USMCA (CUSMA to Canadians) is not as politically 
divisive here as in the US. Prime Minister Trudeau’s 
government is criticized for achieving worse terms 
than NAFTA but opposition Conservatives say they will 
implement the agreement as is.15 Canada says ratification 
will proceed ‘in tandem’ with the US. Canadian businesses 
wonder what delays in the US will mean for the deal as  
a whole.16

“ There is no trade program  
 in the United States if we  
 don’t pass USMCA.” 

 US Trade Representative  
 Robert Lighthizer12

10   https://www.atlanticcouncil.org/blogs/new-atlanticist/usmca-s-road-to-passage-is-bumpy-but-its-promised-stability-is-sorely-needed  | 15 July 2019
11   https://www.csis.org/analysis/road-usmca-ratification-end-sight  | 5 Sept 2019
12   https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225  | 25 Mar 2019
13   https://www.reuters.com/article/us-usa-trade-mexico/mexican-president-thanks-trump-for-tariff-comments-as-peso-strengthens-idUSKCN1TX1R7  | 2 July 2019
14   https://www.csis.org/analysis/road-usmca-ratification-end-sight  | 5 Sept 2019
15   https://www.csis.org/analysis/road-usmca-ratification-end-sight  | 5 Sept 2019
16   https://globalnews.ca/news/5392001/cusma-ratification-canadian-election/  | 16 June 2019

U S M C A

R A T I F I C A T I O N  –  
W H E R E  A R E  W E  N O W ?

https://www.atlanticcouncil.org/blogs/new-atlanticist/usmca-s-road-to-passage-is-bumpy-but-its-promised-stability-is-sorely-needed
https://www.csis.org/analysis/road-usmca-ratification-end-sight
https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225
https://www.reuters.com/article/us-usa-trade-mexico/mexican-president-thanks-trump-for-tariff-comments-as-peso-strengthens-idUSKCN1TX1R7
https://www.csis.org/analysis/road-usmca-ratification-end-sight
https://www.csis.org/analysis/road-usmca-ratification-end-sight
https://globalnews.ca/news/5392001/cusma-ratification-canadian-election/
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A healthy 68% of all respondents expect the deal to 
be fully ratified by all three countries; 57% anticipate 
economic improvements within two years and 61% 
expect foreign trade and cross-border investment to grow 
within five years. Given the frequently strained and angry 
diplomatic relations between the three countries – and 
the unsettling effects of the US-China trade war – we see 
this as encouraging.

Mexican respondents are very positive. Almost nine out of 
ten expect full ratification. About three-quarters anticipate 
improvements to the economy within two years, boosted 
by stronger incoming trade and investment and expansion 
of their own companies’ international business over the 
next five years. 

About half of respondents in the US and Canada expect 
to see stronger incoming trade and investment activity 
(56% and 50%, respectively) and to do more international 
business themselves (52% and 55%). But a large minority 
of respondents (even in Mexico) express uncertainty 
about prospects. Slightly more than a third of Canadian 
and a quarter of US respondents expect USMCA to make 
no difference to incoming trade and investment. About 
a quarter of US and Canadian respondents expect no 
general effect on the economy (good or bad) over the  
next two years. 

The introduction of a new ‘sunset’ clause is a substantial 
cause of uncertainty.17 The parties must reach unanimous 
agreement during a complex process of frequent reviews 
or else USMCA will expire automatically after 16 years.18 
This was a significant sticking point (along with the 
tougher local content rules) during negotiations, with 
Canada and Mexico strongly opposed to an original  
US proposal of just five years.19 20   
  

 Total    US    Mexico    Canada

17 https://www.cato.org/publications/commentary/new-naftas-sunset-clause-ticking-time-bomb  | 7 Nov 2018
18 First review at 6 years. If parties can’t agree then annual reviews until they can or the 16 years expire. If the first review achieves agreement  
 there will be another, six years hence, under same rules.
19 https://uk.reuters.com/article/us-trade-nafta/canadian-pm-open-to-compromise-on-disputed-nafta-sunset-clause-idUKKCN1J510Z  | 10 Jun 2018 
20 https://www.theguardian.com/us-news/2018/aug/25/nafta-trump-drops-sunset-clause-demand-mexico  | 26 Aug 2018

All countries  
will ratify

Stronger economy 
within two years

Stronger inward 
investment/trade 
within five years

My company  
will trade more 
internationally 
within five years 55%

50%

45%

60%

76%

77%

70%

88%

61%

61%

57%

68%

52%

56%

55%

56%

U S M C A  W I L L  B E  S I G N E D  
A N D  W I L L  D E L I V E R

https://www.cato.org/publications/commentary/new-naftas-sunset-clause-ticking-time-bomb
https://uk.reuters.com/article/us-trade-nafta/canadian-pm-open-to-compromise-on-disputed-nafta-sunset-clause-idUKKCN1J510Z
https://www.theguardian.com/us-news/2018/aug/25/nafta-trump-drops-sunset-clause-demand-mexico
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Mixed emotions 
Such a positive overall Mexican response reflects a certain 
self-belief in the country’s strategic advantages as a 
manufacturing centre.21 But there is much more at stake 
for Mexico. NAFTA has been central to the modernization 
of the Mexican economy. Talk of scrapping it altogether 
has been unsettling for Mexican citizens and businesses. 
Any replacement could easily have been much worse.22 
Mexico’s new president is now widely reported as prioritizing 
growth through investment and reform.23 24 For that he needs 
economic stability. Tougher immigration enforcement, 
stricter labor laws and rapid ratification indicate how hard 
the country is trying to stabilize its relationship with the US.

The more cautious US and Canadian respondents 
have a point. Political uncertainty aside, big gains from 
USMCA were always unlikely. The US International Trade 
Commission predicts a 0.35% ($68.2 billion) increase in 
real GDP and 176,000 extra US jobs (0.12%).25 26 NAFTA 
has already eliminated most tariffs in North America. The 
removal of non-tariff barriers offers more marginal gains.27   

Large and small companies  
see things differently 
In all three countries, larger businesses tend to be more 
optimistic than smaller ones about the potential economic 
benefits of USMCA and the likelihood of approval by all  
three legislatures.

This confidence gap is widest (20-25 percentage points) on 
the question of whether their own company will do more 
international business over the next five years. Smaller US 
and Canadian businesses are significantly less optimistic  
(by 12 to 16 percentage points) about the prospect of 
incoming trade and investment growth in their home markets. 

In Mexico, smaller businesses are much less likely to 
expect to do more international business than their larger 
compatriots (65% vs 90%) but they are still strikingly more 
optimistic than their US and Canadian counterparts. 

More research is needed on this point but we know that 
larger companies tend to have the resources to manage 
international risks more effectively, helping them see past 
the many obstacles to cross-border expansion and to focus 
on the opportunities beyond. Smaller businesses need to be 
alert to these risks but may end up limiting their cross-border 
growth opportunities simply because they lack the expertise 
and support to exploit them.

 < 500 employees    > 500 employees

21 https://knowledge.wharton.upenn.edu/article/naftas-impact-u-s-economy-facts/  | 6 Sept 2016
22 https://www.politifact.com/truth-o-meter/article/2018/dec/01/new-nafta-biggest-trade-deal-ever-donald-trump-g20/  | 1 December 2018
23 https://www.nytimes.com/2018/12/21/world/americas/mexico-lopez-obrador.html  | 21 December 2018
24 https://www.forbes.com/sites/nathanielparishflannery/2018/07/26/will-mexicos-new-president-catalyze-economic-growth/  | 26 June 2018
25 https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225  | 25 March 2019
26 https://www.ft.com/content/d32fde32-6208-11e9-b285-3acd5d43599e  | 18 April 2019 
27 https://www.cato.org/blog/itc-report-economics-usmca-out-next-politics  | 19 April 2019

Ratify?

Economy?

Incoming 
trade and 
investment?

Export more  
themselves?

63%

75%

52%

63%

56%

67%

73%

51%

https://knowledge.wharton.upenn.edu/article/naftas-impact-u-s-economy-facts/
https://www.politifact.com/truth-o-meter/article/2018/dec/01/new-nafta-biggest-trade-deal-ever-donald-trump-g20/
https://www.nytimes.com/2018/12/21/world/americas/mexico-lopez-obrador.html
https://www.forbes.com/sites/nathanielparishflannery/2018/07/26/will-mexicos-new-president-catalyze-economic-growth/
https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225
https://www.ft.com/content/d32fde32-6208-11e9-b285-3acd5d43599e
https://www.cato.org/blog/itc-report-economics-usmca-out-next-politics
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* If outside the EU

O P I N I O N S  D I F F E R  O N  
W H E R E  T H E  B E N E F I T S  
W I L L  B E  F E L T

US 

Mercosur

Mexico

Colombia

Canada

Brazil UnsureSouth KoreaEU

JapanChinaUK* 

US –
Mexico 63.2%
Canada 48.0%

US 4.0%
Mexico 13.4%
Canada 4.2%

US 47.0%
Mexico –
Canada 47.8%

US 10.0%
Mexico 10.8%
Canada 9.8%

US 41.0%
Mexico 60.8%
Canada –

US 14.6%
Mexico 21.8%
Canada 14.4%

US 15.8%
Mexico 2.2%
Canada 11.2%

US 21.4%
Mexico 19.4%
Canada 15.0%

US 29.6%
Mexico 41.0%
Canada 42.2%

US 32.4%
Mexico 40.6%
Canada 25.8%

US 28.6%
Mexico 64.2%
Canada 36.8%

US 32.8%
Mexico 14.8%
Canada 33.0%

Over the next five years, with which countries or trade blocs  
do you believe your country’s companies will trade more?
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All respondents cite fellow USMCA countries as among 
their best hopes for expanding trade over the next five 
years. China and the European Union loom large for 
Canada and Mexico. 

Despite everything thrown at the US-China relationship 
over the last two years, China remains the US’s single 
largest trading partner ($659.8 billion of two-way trade 
in 2018, a 15.7% share), with Canada ($617.2 billion) and 
Mexico ($611.7 billion) close behind. The US economy 
leans heavily on its ‘Made in China’ domestic market and 
has a large appetite for inexpensive Chinese technology. 
Yet only about one in four US respondents thinks trade 
with China will grow over the next five years. 

The USMCA includes restrictions on third-party 
agreements with ‘non-market’ countries which could 
be used to limit a country’s freedom to strike trade and 
investment deals with China. Even so, Canadian and 
Mexican respondents signal a desire for diversification 
that has China, as well as the EU and Japan, prominent  
in their thinking. 

For Mexico, China is a great source of high technology 
goods at prices consumers can afford and its ‘One Belt, 
One Road’ initiative is seen as a good fit for Mexico’s 
infrastructure ambitions.28  

China is Canada’s third largest trade partner (5% of 
exports, 13% of imports),29 just behind the EU, and viewed 
as a potentially important future infrastructure partner. 

Canadian and Mexican respondents cite the EU and 
Japan as important trade growth markets. Both countries 
recently joined Japan (and eight other countries) in 
the Comprehensive and Progressive Agreement for a 
Trans-Pacific Partnership (CPTTP). After seven years of 
negotiations, Canada’s Comprehensive Economic and 
Trade Agreement (CETA) with the EU has removed almost 
all tariffs on trade in goods. 

The US economy leans 
heavily on its ‘Made in 
China’ domestic market 
and has a large appetite 
for inexpensive Chinese 
technology.

28 https://www.ft.com/content/93f1efda-6966-11e8-b6eb-4acfcfb08c11  | 6 June 2018
29 https://www.international.gc.ca/economist-economiste/statistics-statistiques/annual_merchandise_trade-commerce_des_marchandises_annuel.aspx?lang=eng 

https://www.ft.com/content/93f1efda-6966-11e8-b6eb-4acfcfb08c11
https://www.international.gc.ca/economist-economiste/statistics-statistiques/annual_merchandise_trade-commerce_des_marchandises_annuel.aspx?lang=eng
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T H E  S E C T O R S
E X P E C T E D  T O 
B E N E F I T
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Industries 

In Mexico, there are high expectations of a broad-based 
international trade boost across several sectors, led by 
tourism (63% – Mexico and the US are each other’s top 
tourism destination), manufacturing (60%), automotive 
(56%) and oil and gas (53%). 

Canada’s oil and gas (46%), tourism (40%), manufacturing 
(39%) and agriculture (39%) sectors are all thought likely 
to expand their international trade over the next five years. 

For US respondents, it is manufacturing (44%), oil and gas 
(43%), automotive (36%) and agriculture (34%) that are 
expected to lead the way.

Manufacturing and automotive are prominent. All three 
countries have big vehicle-making industries.

•  The US is the world’s second largest vehicle-maker  
 and the largest for commercial vehicles

•  Mexico is sixth largest overall and third for    
 commercial vehicles (behind the US and China) 

•  Canada is fifth for commercial vehicles  
 (just behind Japan)30  

A key US motivation for the NAFTA renegotiation was 
to return well-paid manufacturing jobs to the US.31 The 
Mexican automotive industry says the new local content 
rules and minimum wage rates will be hard for Mexican 
businesses to comply with.32 But the US International 
Trade Commission expects that increased US automotive 
production and employment will cause small price 
increases which could shrink the market by 140,000 
vehicles.33 Other studies have found similar likely impacts. 
The industry’s own Center for Automotive Research thinks 
manufacturers might choose simply to pay the modest 
2.5% tariff rather than comply, raising costs, then prices, 
and cutting annual US light vehicle sales by between 
60,000 and 150,000.34 

30   http://www.oica.net/category/production-statistics/2018-statistics/ 
31   https://www.reuters.com/article/us-trade-nafta-autos/trump-administration-says-trade-pact-will-bring-auto-jobs-back-to-u-s-idUSKCN1MC042  | 2 October 2018
32   https://www.mexicanist.com/l/us-mexico-canada-ratify-t-mec/#  | 28 June 2019
33   https://www.cato.org/blog/itc-report-economics-usmca-out-next-politics   | 19 Apr 2019
34   https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225  | 25 Mar 2019

The prominence of 
manufacturing and 
automotive is important. 
All three countries have 
big vehicle-making 
industries.

https://www.reuters.com/article/us-trade-nafta-autos/trump-administration-says-trade-pact-will-bring-auto-jobs-back-to-u-s-idUSKCN1MC042
https://www.mexicanist.com/l/us-mexico-canada-ratify-t-mec/#
https://www.cato.org/blog/itc-report-economics-usmca-out-next-politics
https://www.politico.com/story/2019/03/25/analysis-new-nafta-1235225
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39% 29%

46% 27%

40% 27%

39%

23%

21%

60% 47%

53% 49%

63% 21%

42%

56%

19%

44% 27%

43% 22%

26% 28%

34%

36%

23%

 US
 Mexico
 Canada

Manufacturing Food and drink

Oil and gas Telecoms

Tourism Financial 

Agriculture Aerospace

Automotive

Which business sectors are most likely to increase their 
international trade over the next five years?
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Whether growing internationally themselves or seeing 
fellow USMCA businesses entering their home markets, 
respondents in all three countries agree on the main 
obstacles facing North American businesses trying to 
expand across borders.

Slightly more than four-in-ten see tariffs as an obstacle to 
incoming trade and investment by other North American 
businesses. When it comes to the effect of tariff barriers 
on a company’s ability to expand internationally Mexican 
respondents are the most worried (59%) but Americans 
(53%) and Canadians (47%) are close behind. 

What our Global Business Complexity Index  
tells us about the US, Mexico and Canada

Our Global Business Complexity Index ranks 76 jurisdictions around 
the world in terms of how complicated and unpredictable a business 
environment is and how difficult it is to understand and operate in. 

 Greece   1 (most complex)

 Canada  26 
 Mexico  39
 US  66 

 Cayman Islands   76 (least complex)

In Canada and Mexico it is considered more than twice as difficult to 
establish a multinational company (7/10) rather than a domestic one 
(3/10). The global average for this score is 5.6, significantly lower than 
for Canada and Mexico. In the US there is no difference in the degree 
of complexity between establishing a multinational and a domestic 
company (both 4/10). 

Running an established multinational in Mexico is no more difficult than 
in the US (both 4/10) and well below the global average (5.3). Not so in 
Canada (7/10), where it is considered almost twice as challenging as in 
Mexico and the US. 

Canada has the most complex environment for accounting and tax 
compliance and hiring, firing and paying employees. 

Mexico has the most complex structure of rules, regulations and 
penalties but the simplest framework for hiring, firing and paying, as  
well as a degree of accounting and tax complexity similar to the US.   

The landscape of rules, regulations and penalties are by far the simplest 
to navigate in the US, contributing greatly to its relatively low overall 
complexity score.
 

Each year our annual Global Business Complexity Index 
(GBCI) reveals that international businesses face a 
daunting patchwork of national rules, regulations and 
penalties, complicated by frequent legislative changes 
and unique local approaches to financial and employment 
matters (see box). In these latest results we see the 
impact of that patchwork on business confidence. Almost 
half of respondents (48%) cite tax complexities as a 
key obstacle to international expansion and four-in-ten 
(39%) take a similar view of local rules and regulations. 
Canadians are concerned that compliance issues might 
be deterring US and Mexican companies from expanding 
into their country; its GBCI score shows it to be among the 
most complex countries to understand and operate in.

Hiring, firing and paying employees is a significant 
factor in cross-border business expansion which is 
also covered by the GBCI. Businesses are frequently 
plagued by complex local laws, particular reporting 
requirements and legal difficulties hiring staff before a 
business is incorporated. Again, this survey finds HR- 
and employment-related complications to be a common 
obstacle to international business, cited by a quarter of 
respondents overall and almost one-third for Mexico. 

Tariffs Tax complexity Complex local rules 
and regulations 

+

–

Tariffs, taxes and the complexity of  
local rules and regulations

A G R E E M E N T  O N  W H A T ’ S  
H O L D I N G  B U S I N E S S E S  B A C K
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International  
tariffs

Compliance 
issues

Tax
barriers

Cultural 
differences

Lack of
market data

HR resourcing
complexity

Transport
costs

38% 
of Canadian respondents think 
that complex local regulations 

prevent US and Mexican 
businesses from expanding  

into Canada

36% 
of Mexican respondents 
think a lack of foreign 
market data is holding back 
their cross-border expansion

23% 
of US respondents say 
cultural differences deter 
them from expanding 
internationally

30% 
of Mexican respondents are 
concerned that complex local HR 
rules and regulations stop US 
and Canadian businesses from 
expanding in Mexico

47% 
of Canadian respondents 
say transportation costs 
discourage them from 
expanding internationally
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We wanted to cut through the political noise and ask 
North American businesses what they think about USMCA 
and the promises it makes. The answers we received are 
encouraging. They are broadly confident that the new 
agreement will be signed and optimistic that it will mean 
stronger trade and cross-border expansion over the next 
two to five years. 

But that is not the whole story. In one of the biggest 
and most successful free trade areas in the world, tariff 
barriers remain a significant concern. A host of other 
factors are felt to be holding businesses back in all  
three countries. 

These findings add weight to our most recent Global 
Business Complexity Index. It found that in a quarter 
of jurisdictions worldwide setting up a new business 
was extremely or very complex. As the graphic shows, 
employment and HR-related matters are extremely or very 
complex to manage in four out of ten jurisdictions. Local 
business regulations and penalties are similarly daunting 
in a third and accounting and tax complications in one in 
five. As we saw earlier, the US, Canada and Mexico are  
not immune to these difficulties. 

Like all businesses, large and small, our respondents 
want a more simple, stable and straightforward business 
environment in which to plan and grow. But rising 
nationalism and angry disagreements about trade indicate 
a shift away from openness and common standards 
towards fragmentation and difference. With some of 
USMCA’s most eye-catching amendments creating 
obstacles to cross-border trade,35 we can see how even 
the biggest and most advanced economies are becoming 
significantly more complex to do business in.

Clearly – and more than ever – if you are a business 
with cross-border or global ambitions you need a sound 
understanding of local rules, regulations and methods 
wherever you plan to invest.

First operating in a new jurisdiction Managing day-to-day operations

Extremely or very complex Quite complex Not at all complex

Rules, regulations
and penalties

Rules, regulations
and penalties

Accounting 
and tax

Accounting 
and tax

Hiring, firing 
and payroll

Hiring, firing 
and payroll

33% 22%

17%

32% 28% 41%

30% 53%

38% 39%

21%

42% 25% 33%

34% 45%

39% 28%

35   https://www.politifact.com/truth-o-meter/article/2018/dec/01/new-nafta-biggest-trade-deal-ever-donald-trump-g20/  | 1 Dec 2018

C O M P L E X I T Y
G R O W S
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21%
19%

23%

Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any warranties or 
representations, whether express or implied, in this respect. The information is subject to change without notice. The information contained in 
this publication is subject to changes in (tax) laws in different jurisdictions worldwide.

None of the information contained in this publication constitutes an offer or solicitation for business, a recommendation with respect to our 
services, a recommendation to engage in any transaction or to engage us as a legal, tax, financial, investment or accounting advisor. No action 
should be taken based on this information without first seeking independent professional advice. We shall not be liable for any loss or damage 
whatsoever arising as a result of your use of or reliance on the information contained herein.

This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part 
of TMF Group, consisting of a number of companies worldwide. Any group company is not a registered agent of another group company. A full 
list of the names, addresses and details of the regulatory status of the companies are available on our website: tmf-group.com

© September 2019, TMF Group B.V.



TMF Group is the leading provider of administrative support services, 
helping clients access some of the world’s most attractive markets – 
no matter how complex – swiftly, safely and efficiently.
 
With some 7,800 experts – in-house, on the ground in over  
80 locations – we are the only company worldwide to provide the 
combination of fiduciary, company secretarial, accounting and tax 
and HR and payroll services essential to the success of businesses 
investing, operating and expanding across multiple jurisdictions.
 
That’s why over 60% of the Fortune Global 500 and FTSE 100,  
and almost half of the top 300 private equity firms, use us.

A B O U T  T M F  G R O U P

W E  M A K E  A  C O M P L E X 
W O R L D  S I M P L E


