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Abstract. This research aims to analyze current economic state of the North American Free
Trade Area and to identify possible prospects for its development. The article explores the
prerequisites for the formation of NAFTA, reasons for revising the agreement and compares the
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differences between the previous and updated agreements, an impact of integration association on
the socio-economic status, trade and investment activity of the participating countries, prospects for
its development and analysis of its economic cooperation with Ukraine. The empirical analysis
shows a significant relationship between the U.S. GDP and foreign trade with Mexico and Canada,
unemployment and interest rates. Its results revealed that the U.S. trade with Canada had a positive
impact on the U.S. GDP; at the same time the U.S. trade with Mexico had a negative impact on the
U.S. GDP, which became the main argument for President Trump in his pressure on Mexico to
revise the terms of the NAFTA agreement. The regression analysis also showed that there is an
inverse relationship between GDP and interest rate in the United States from 1994 to 2018.

It was determined that the United States-Mexico-Canada Agreement (USMCA) is not
fundamentally different from the previous one, but it can create new opportunities, for example, for
workers and farmers in the United States, and new difficulties for Canada and Mexico. This
agreement tightens labor standards and protection of intellectual property rights, especially in
Mexico, thus, probably decreasing the attractiveness of Mexican economy to foreign investors, that
is likely to reduce the U.S. investment in Mexico. Thus, Canada and Mexico are expected to receive
less benefit from the USMCA for their economies than the United States.

Key words: NAFTA, USMCA, Free Trade Area, United States, Canada, Mexico, trade and
investment flows

AHoOTaniA. Memow 0Oanozco 00CnNiOdCeHHs € aHani3 CYy4acHO20 eKOHOMIYHO020 CMAHY
lligniunoamepukancokoi 30HU BIILHOI MOP2IGN Ma BUSHAYEHHS MOJNCIUBUX NepPCneKkmue il
possumky. ¥ cmammi docniodceno nepedymosu hopmysannsi HADTA, npuuunu nepeensioy yeoou
ma NOpiGHAHHS BIOMIHHOCHEU MidiC NONEPEOHIMU MA OHOBIEHUMU Y200aMU, 6NIUE [HMe2PAYIUHOT
acoyiayii Ha coyianrbHO-eKOHOMIYHULL CMAH, MOP2OBelbHY MaA IHBeCMUYIUHY OUIbHICMb KPAiH-
V4acHUYb, NepCcnekmusy ii po3eumxy ma auaiiz eKOHOMIuHO20 ChigpoOimuuymea 3 YKpaiuoro.
Emnipuynuii ananiz noxkasas snauwny 3anesxcuicme mioxe BBII CIIIA ma 306niuinb010 mopeisnero 3
Mexcukxoio ma Kanadoio, 6espobimmam ma npoyenmuumu cmaskamu. Hozo pesynomamu
noxazanu, wo mopeiens CIIA 3 Kanaoorw nozumusno enaunyna na BBII CIIIA; 6 moti sce uac
mopeiena CILIA 3 Mekcukow Hecamueno enaunyna wa BBII ClIA, wo cmano 2onoenum
apeymenmom 0 npesudenma Tpamna 6 tioco mucky na Mekcuxy wooo nepeaindy ymos y2oou
HA®TA. Peepecitinuii ananiz maxodc nokaszas, wo icHye 360pomuull 38 a30k mixc BBII ma
npoyenmuoro cmaskoro 6 CIIA 3 1994 no 2018 pix. Byno euznaueno, wo Yeooa CIIA - Mekcuxa -
Kanaoa (FOCMKA) npunyunogo He 6iOpisHAEMbCs 8i0 NonepedHvol, aie 80HA MOJce CMEOpUmu
HOBI MOJNCIUBOCE, HANPUKIAO, 015 pobimHukie i pepmepis v CIIIA, a maxoc Ho8i mpyoHowi Ois
Kanaou ma Mexkcuku. L{a yeooa nocunoe cmanoapmu npayi ma 3axucm npag iHmenieKxmyaibHoi
gnacrHocmi, ocobnuso 8 Mekcuyi, wo, UMOGIPHO, 3HUdCYBaAMUME NPUBADIUBICML MEKCUKAHCLKOI
EeKOHOMIKU OJisl IHO3eMHUX [H8eCmOopis, wo, cKopiue 3a 6ce, IMeHWUMb AMEPUKAHCHKI IHeeCmUyii 6
Mexcuxy. Takum uunom, ona Kanmaou ma Mexkcuxu o4ikyemwvcs, wo 8OHU OMPUMAIOMb MEHULY
8u200y 6i0 FOCMKA ons ceoei exonomixu, nioe Cnonyyeni [lImamu.

KuarouoBi ciaoBa: HADPTA, FOCMKA, 3omna esinvnoi mopeieni, CIIIA, Kanaoa, Mekcuka,
mop2o6i ma iHeeCmMuyiliHi NOMOKU

AHHOTAUMA. [[envio0 0aHHO20 uccied08aHus AGAAEMCA AHAIU3 MEKYUe20 IKOHOMUUECKO20
cocmosinua  CeBepoamepukanckol 30Hbl  C80000HOU MOP206IU U  BbIAGIEHUE BO3MONCHBIX
nepcnekmue ee passumus. B cmamve uccredyemcs meopus mMe#cOYHapOOHOU IKOHOMUYECKOU
unmezpayuu, npeonocvliku s gopmuposanus HADPTA, npuuunvl nepecmompa coenauieHus u
CONOCMABNEHUSL PA3IUYULL MeHCOY NPeoblOYWUMU U OOHOBIEHHLIMU CONAUEHUAMU, GIUAHUE
UHMEZPaAYUOHHO20 00beOUHeHUss HA  COYUANbHO-IKOHOMUYECKOe COCMOsIHUe, Mop208ylo U
UHBECIMUYUOHHYIO 0esIMENbHOCMb CMPAH-YYACMHUY, NEPCHEeKMUBbl €20 pa3eumus U aHaIu3
IKOHOMUYECKO20 COMPYOHUYecmsea ¢ YKkpaunou. Imnupuyeckuii aHanu3 noxKazani 3HAuumenbHyo
3asucumocms mexncoy BBII CIIIA u enewneti mopeosneu ¢ Mexcuxoti u Kanaooti, 6e3pabomuyeii u
npoyeHmuoiMu cmaskamu. Eeo pesynemamur nokazanu, umo mopeosrsn CIIA ¢ Kanaooii
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nonoxcumenvro nosiusna Ha BBII CLIA; 6 mo sce apems mopeoens CLIIA ¢ Mexkcuxoii okazana
neeamugroe enusanue Ha BBII CIIIA, ymo cmano enaeuvim apeymenmom 07 npezudenma Tpamna 6
e2o oasnenus Ha Mexcuxy no nepecmompy ycaosuti coenauenus HADTA. Pezpeccuonnsiii ananus
makaice NOKA3aui, 4mo cywecmeayem oopamuas ces13o medicoy BBII u npoyenmnoti cmaexe ¢ CILLIA ¢
1994 no 2018 200. Bvino onpedeneno, umo coenawenue CIIA - Mexcuxa - Kanaoa (FOCMKA)
NPUHYUNUATBHO He OmIu4aemcsi Om Hnpeovloywe2o, HO OHO MOXMCem C030amb HOBble
803MOJMCHOCIU, Hanpumep, 011 pabouux u gepmepos ¢ CILLIA, a makoce Ho8ble mpyoHocmu 0
Kanaoor u Mexcuku. Omo coenawienue ycunueaem cmavoapmsl mpyoa U 3awumvl npas
UHMENNeKMYalbHOU CcOOCMEeHHOCMU, 0C00eHHO 8 Mekcuke, umo, 8eposamuo, Oyoem CHUMCAMb
NPUBNIEKAMENbHOCMb MEKCUKAHCKOU JIKOHOMUKUY Ol UHOCMPAHHLIX UHBECMOPO8, 4mo, CKopee
gce2o, yMmeHvbwum amepuxkauckue uneecmuyuu 6 Mexcuky. Taxkum obpasom, ona Kanaowvl u
Mexkcuku oscudaemcsi, umo oHu noayuyam menvuiyro 6vico0y om FOCMKA ons ceoeti sKoHoMUKU,
uem Coedunennvle [lImamuoi.

KiaroueBbie ciaoBa: HADTA, IOCMKA, 3ouma ceoboonoti mopeosenu, CIlIIA, Kawnaoa,
Mexcuka, mopzoguvle u uHgecmuyuoHHbvle NOMOKU.

Introduction. The United States — Mexico — Canada Agreement (USMCA) is an updated
comprehensive trade agreement between Canada, the United States and Mexico. The USMCA is the
largest regional free trade area in the world, with a population of nearly 500 million people and an
aggregate GDP of around $24 trillion, equal to around 27% of world GDP. NAFTA - a preliminary
agreement of the countries — became the first agreement in the world that linked through economic
relations three countries of North America. It was also unusual in a global dimension because it was
the first time that a free trade area linked two rich, developed countries with a low-income,
developing country. The USMCA has high competitiveness, which has already been reached in the
previous agreement, and also strengthens the positions of the participating countries individually,
enabling them to produce goods and services that meet the needs of the world market, while
increasing the incomes of their citizens, which is also indicative of ability to withstand competition
in international trade. As the USMCA is one of the largest economic blocs in the world, there is a
need to analyze the processes and changes that occur within it. Therefore, the topic of scientific
work is relevant, because at this moment within this economic union historical change is taking
place, which can affect not only economies of member countries, but also the state of the world
economy as a whole.

Recent literature review. The free trade area (FTA) is the simplest stage of regional
integration, which implies the elimination of tariffs and non-tariff barriers between member
countries in order to increase mutual trade. Prerequisites are a similar level of economic
development, the geographical proximity of countries, and a high level of interdependence. The
benefits of an FTA are increased price competitiveness; productivity increase; increase in
investment; promoting economic and political reform. Among the disadvantages should be
highlighted: an increase in outsourcing; intellectual property theft; displacement of domestic
industry; depletion of natural resources in developing countries.

It should be noted that for Mexico, the FTA with the United States became a way to capture
the results of its market-opening reforms of the mid-1980s [M. Villarreal, 2017: 14]. The United
States and Canada gained more access to the rapidly growing Mexican market. J. McBride and W.
Tyner in their works paid special attention to the analysis of the influence of NAFTA on the
economies of the participating countries [J. McBride, 2016: 3; W. Tyner, 2018: 16]. The authors
noted overall GDP growth and job support, especially those that depend on trade. The theme of the
difference between NAFTA and the updated agreement USMCA was revealed in work by R. Wolfe
[R. Wolfe, 2018: 3]. The most significant differences are concentrated in the automotive sector.

In Ukraine the impact of regional integration on the development of national economies is
studied in the scientific works of O. Rogach, T. Rodionova, O. Shnyrkov, S. Yakubovskiy [O.
Rogach, 2019, 2020; T. Rodionova, 2019; O. Shnyrkov, 2019; S. Yakubovskiy, 2019]. Above
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mentioned articles study the prospects for the development of integration unions as well as its
member states in the context of globalized world. However, the new realities of changing global
economic environment require further exploration of this issue.

The purpose of research is to conduct an economic analysis of the current state of the North
American Free Trade Area and to identify possible prospects for its development.

The main results of the research. The dynamics of the main macroeconomic indicators of
the NAFTA member countries is studied to identify the impact of their participation in the trading
bloc on their economic development. The GDP of all USMCA countries is steadily increasing from
1998 to 2018. Analyzing the data, it should be noted that NAFTA gave a powerful impetus to the
economic development of the countries. Over the past twenty years, GDP growth in the United
States was U.S. — 102%, in Canada — 135%, in Mexico — 72%. According to the World Bank, in
2018, the United States ranked first in the world in GDP, Canada ranked 10th, Mexico ranked 15th
[The World Bank, 2020]. As of 2019, in all three countries there was an increase in GDP: up to
$21.4 trillion in the United States, in Canada — up to $1.73 trillion, in Mexico — up to $1.22 trillion
[IMF, 2020].

GDP per capita in the United States is also growing steadily. In 2018, it was $ 62.8 thousand,
which is almost twice as high as in 1998. Thus, the U.S. ranks among the high-income countries
and ranks 12th in the world in GDP per capita. Canada has also seen a per capita GDP growth in the
last twenty years. It can be noticed that in the period from 2008 to 2018 it was not as significant as
in the previous ten years, but in 2018 it amounted to $ 46.3 thousand, which is 2.2 times more than
in 1998. Canada, like the United States, is ranked among the high-income countries and ranked 24th
in the GDP per capita ranking. In Mexico, per capita GDP growth is around 86% over the period
1998-2008, but in the next decade the growth rate has not been so significant. In 2018, it was $10.1
thousand. In 2019, per capita GDP growth occurred only in the U.S. and Mexico — up to $65.1
thousand and $10.1 thousand in accordance. In Canada, there was a slight decrease to $46.21 [IMF,
2020].

The dynamics of the U.S. unemployment rate in 1998-2018 tended to fluctuate. In 2008, the
figure rose to 5.8%, driven by the global financial crisis that led to the collapse of the labor market.
In 2018, the U.S. unemployment rate has dropped to 3.7%, reflecting improved labor market
conditions and an overall strengthening of the economy. Canada’'s unemployment rates have been
steadily declining over the past twenty years and are generally quite low. In 2018, unemployment
dropped to 6.11%, almost 2% less than in 1998. This indicates the effectiveness of the government's
policy of increasing employment in the country. The unemployment rate in Mexico, as in the
United States, has tended to fluctuate slightly over the past twenty years. In 2018, the figure was
3.49%, which is the natural unemployment rate in the country. As of 2019, unemployment has
continued to decline: in the United States — up to 3.72%, in Canada — up to 5.7%, in Mexico —
3.44% [IMF, 2020].

Thus, the analysis of the data showed that NAFTA for 1998-2018 gave impetus for the
sustainable economic development of all three countries, which continues in 2019, as evidenced by
the improvement of the dynamics of the main macroeconomic indicators of the countries for the
whole studied period.

The United States and Canada have the most comprehensive and closest trade links in the
world, supporting millions of jobs in both countries. As the main exporter of Canadian goods and
services is the U.S. market, foreign economic relations with the United States are essential for
Canada. In turn, American trade with Canada and Mexico substantially supports jobs throughout the
country, especially in California, Texas and most of the eastern states of America [Business
Roundtable, 2020]. During its existence, NAFTA has stimulated significant productivity gains in
the Canadian economy and facilitated its expansion and increased competitiveness.

Over the past 20 years, from 1998 to 2018, the U.S. exports to Canada have increased by $95
billion. According to the World Integrated Trade Solution (WITS), in 1998 its structure was
dominated by goods such as consumer goods, vehicles, manufacturing products, semi-finished
products, electronics and wood [World Integrated Trade Solution (WITS), 2020]. In 2018, the
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structure of exports changed, the top exported goods included consumer goods, fuel, semi-finished
products, as well as vehicles.

The U.S. imports from Canada shrank by $70 billion compared to 2008, but overall, over the
past 20 years, the numbers increased. This situation could be caused by a significant increase in
U.S. imports from Mexico in 2018. In 2018, the U.S. imports from Canada totaled nearly $270
billion, up $96 billion from 1998. In 1998, Canada exported to the United States production
facilities, consumer goods, semi-finished products, raw materials, and livestock products [WITS,
2020]. In 2018, the structure of imports includes manufacturing products, consumer goods,
vehicles, electronics, and semi-finished products. Two other important items of import are fuel and
raw materials, as Canada is the largest energy supplier to the United States. Canada ranks third in
the world behind oil reserves after Saudi Arabia and Venezuela and is the only member of the five
non-OPEC leaders. And uranium produced in Canada is part of the fuel for the U.S. nuclear power
plants. Overall, U.S. exports and imports from Canada have not undergone dramatic changes in 20
years.

The United States is Mexico's largest trading partner, and Mexico is the second largest export
market of the United States (after Canada) and the third largest trading partner (after Canada and
China). The U.S. trade with Mexico has increased at a faster rate than with Canada. Over the last 20
years, exports between the U.S. and Mexico have grown by $143 billion and imports by more than
$195 billion. In 1998, U.S. exports were dominated by consumer goods, electronics, manufacturing,
transportation, as well as raw materials and fuel, according to the World Integrated Trade Solution
[WITS, 2020]. In 2018, the U.S. exported manufacturing, electronics, consumer goods, vehicles and
semi-finished products to Mexico. The structure of U.S. imports from Mexico in 1998 included
manufacturing, electronics, semi-finished products, transportation, as well as plastics and rubber. In
2018, the structure has changed a bit — raw materials, livestock products and chemicals have joined
the semi-finished products and production facilities. The U.S.-Canada trade balance with Mexico
remains negative, moreover, in 2018, compared to 2008, the deficit between the U.S. and Canada is
decreasing, while between the U.S. and Mexico it is growing.

International transactions in services are a major component of the current account of the
balance of international payments. The United States is the largest exporter of services in the world.
According to the Bureau of Economic Analysis, from 1999 to 2018, exports and imports of services
between the U.S. and its USMCA partners have increased. During this period, exports of the U.S.
services to Canada increased 2.5 times and to Mexico — 2.4 times. Imports from both countries
increased almost twice during the same period. Thus, it can be concluded that exports of services
from the U.S. to Mexico grew at a higher rate than to Canada. The structure of U.S. exports in 1999
was dominated by travel related services, intellectual property costs, transportation, and business
and financial services [Bureau of Economic Analysis (BEA), 2020]. In 2008, the structure remained
almost unchanged: first place was occupied by tourist services, second place - costs for the use of
intellectual property, then business and transport services. In 2018, the share of business services in
the export structure increased.

There were also no changes in the structure of imported the U.S. services. The leading position
in 1999 was occupied by tourist services. According to the Bureau of Economic Analysis, in 2018, the
main imported services were travel services, business, transportation services, and fees for the use of
intellectual property [BEA, 2020]. The balance of the U.S. services with the USMCA member
countries from 1999 to 2018 is positive. Canada and Mexico's international trade in services has also
become closer. Over the past 20 years, exports have increased by $1.15 billion, and imports have
increased by $2.6 billion. However, over the last 20 years, the countries have a negative balance of
services, which is growing and amounted to $2.295 billion in 2018.

Since NAFTA was signed, bilateral investment volumes have grown significantly, both in
terms of stocks and investment flows. The United States is Canada’s largest foreign investor.
Countries have some of the largest and most comprehensive investment relationships in the world.
American investors are attracted to Canada’s strong economic strengths, close to the U.S. market,
highly skilled workforce and abundant resources. The United States accounts for more than 50
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percent of Canada’s total foreign direct investment. According to the U.S. Bureau of Economic
Analysis, since 1998, the amount of direct investment in Canada has increased by $303 billion. In
1998, the U.S. investors invested their capital in Canada mainly in the production of oil and
chemicals, transportation equipment, food, as well as in the financial, insurance and real estate
sectors. In 2018, the most invested areas in Canada were the extraction of minerals, in particular
metals, the production of transport equipment, chemicals, food, as well as holding and financial
companies. Over the past twenty years, the U.S. investment in Mexico has increased by $88 billion.
In 2018, Mexico has received $114.8 billion from the United States. Mainly, the production of
vehicles, food and chemicals, trade, financing and insurance was invested this year [BEA, 2020].

According to the Bureau of Economic Analysis, total foreign direct investment in the United
States increased to $4.34 trillion in 2018 compared to $4.03 trillion in 2017 [BEA, 2020]. Canada
ranked in the top three in terms of investment in the United States in 2018, after Europe, Asia and
the Pacific. Over the past twenty years, Canadian direct investment to the United States has grown
by more than $380 billion. In 1998, Canadian invested in the production of computers and
electronic products, real estate, financial sector and insurance. In 2018, Canada's direct investment
was primarily focused on the financial sector and insurance, wholesale and retail, real estate, and
chemical industry. Thus, it can be concluded that NAFTA has created a favorable investment
climate in both countries over the years, which has increased investor confidence. In 2018, Mexico's
direct investments in the U.S. totaled $18.7 billion, almost eight times more than in 1998.
According to the Bureau of Economic Analysis of the United States, in 1998, Mexico invested in
the United States in food production, depository institutions, and wholesale. In 2018, it was
invested in food production, chemicals and metalworking, trade and real estate.

The United States is one of Ukraine's major trading partners. In 2018, bilateral trade
amounted to about $ 4.07 billion, but the trade balance between countries remains negative. In
2018, Ukrainian exports to the U.S. totaled $ 1.1 billion; up nearly $ 283 million more than in the
previous year. This was mainly due to the increase in exports of ferrous metal products, electric
machines and some food products. Overall, U.S. exports tended to fluctuate between 2013 and
2018, but since 2017 they have increased nearly 1.4 times compared to 2018. In the structure of
Ukrainian exports in 2018, ferrous metals occupy a significant share (mainly cast iron) - about 63%,
ferrous metal products — 12.2%, electric machines — 4.2%, as well as sunflowers and soybeans
[State Statistics Service of Ukraine, 2020].

Trade relations between Ukraine and Canada in 2018 received a positive trend towards an
increase in bilateral trade. Exports to Canada from 2013 to 2018 also tended to fluctuate. Since
2017, Ukrainian exports began to increase, which is the result of the free trade agreement between
Ukraine and Canada, which was signed over a year ago. In 2018, exports totaled $ 74.1 million, 1.5
times more than the previous year. This was due to increased exports of ferrous metals, copper,
some food and furniture. Exports in 2018 are dominated by ferrous metals — 27.5%, copper and
copper products — 18.6%, as well as tannins, nuclear reactors and boilers and vegetable processing
products [State Statistics Service of Ukraine, 2020].

Mexico is one of the main trading partners of Ukraine in Latin America. In 2018, exports
grew to $ 155.5 million, almost 20% more than in 2017, due to increased exports of seeds and fruits
of oilseeds, ores, slag and ash, as well as tobacco. Ferrous metals account for the largest share in the
export structure, 27%, cereals 21.7%, ores and slag 14.7%, as well as oilseeds and products of the
flour and cereals industry [State Statistics Service of Ukraine, 2020].

In 2018, Ukrainian imports from the United States rose to $2.96 billion, which is almost $438
million more than in the previous year. Overall, in 2018, Ukraine imported from the United States
such goods as mineral fuels, oil and its distillation products - 32.1%, vehicles and electric
machinery - 18%, as well as nuclear reactors and auto parts. Imports from Canada have also been
increasing since 2015. In 2018, it was $333.1 billion, which is almost 60% more than in 2015.
Imports in 2018 were dominated by mineral fuels, petroleum and distillation products — 49.2%, fish
and crustaceans — 10%, pharmaceuticals — 7.4%, land vehicles — 6.6%, and nuclear reactors — 6.2%.
Imports of goods from Mexico have been steadily increasing since 2016, but their volumes remain
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small compared to Canada and the United States. In 2018, it was 169.7 million, up 32.6 million
from the previous year. Imports in 2018 are dominated by goods such as vehicles — 29%, electric
cars — 16.7%, nuclear reactors and boilers — 14.9%, alcoholic and non-alcoholic beverages and
vinegar - 9.4%, and pharmaceuticals production — 4.9%. The amount of Ukrainian exports of
services to the United States has been moderately increasing since 2016, reaching $ 947.8 million in
2018, which is almost $ 100 million more than in the previous year. Exports to the U.S. in 2018 are
dominated by telecommunications services, computer and information services — 64.9%,
transportation services — 17.4%, business and financial services — 12%. Exports to Canada in 2018
were down $ 5.8 million from the previous year, but the balance of services is positive. This year
the export structure was dominated by: telecommunications, computer and information services
66.5%, transport services — 17.9%, business services — 11.4% and tourist services — 2.4% . The
amount of Ukrainian exports to Mexico has increased slightly to $ 0.283 million in 2018. The
structure of exports is as follows: tourist services — 31.7%, transport services — 13.6%,
telecommunications services, computer and information services — 11.7%, business services — 10%
[State Statistics Service of Ukraine, 2020].

The amount of Ukrainian imports from the U.S. in 2018 declined substantially to $ 234.4
million, which is almost 3 times less than in the previous year. Imports from the United States are
dominated by: business services — 28.4%, financial services — 24.4%, telecommunications services,
computer and information services — 13.6%, royalties and other related services using intellectual
property — 12.2% and transportation services — 11.2%. Services imports from Canada have fallen
significantly in 2018, almost 5 times. The structure of imports is as follows: business services —
39.7%, transport services — 21.9%, royalties and other services related to the use of intellectual
property — 11.1%, telecommunications, computer and information services — 8.7% and tourist
services — 5.9%. Imports of services from Mexico in 2018 have almost tripled compared to the
previous year and amount to $ 2.1 million, mainly due to an increase in imports of tourist services.
The structure of imports in 2018 includes: tourist services — 43.4%, business services — 28.2% and
transport services — 3.2%.

The volume of direct investments from the U.S. into the Ukrainian economy in the period
from 2013 to 2018 is steadily decreasing. In 2018, the volume was $ 517.4 million; almost twice
less than in 2013 and $ 67.8 million less than in 2017. This tendency may be explained by the lack
of real investment instruments and mechanisms for attracting investments in Ukraine, as well as by
increasing competition for obtaining investments from other developing countries. On the contrary,
the volume of direct investments from Canada to Ukraine has increased. In 2018, they totaled $
49.7 million, up $ 8.6 million from the previous year. This situation is a consequence of the signing
of the Free Trade Agreement between the countries and further deepening of relations. All this has
led to increased activity of both large and small companies, and therefore increased investment
inflows. In 2018 countries have invested in economic activities such as industry (mainly
processing), wholesale and retail trade, financial and insurance activities, and real estate
transactions in the Ukrainian economy [State Statistics Service of Ukraine, 2020].

Foreign direct investment from Ukraine to the United States from 2013 to 2017 tended to
decline, but in 2018 it increased to $ 0.6 million. In 2018, Ukraine invested mainly in professional,
scientific and technical activities, which accounted for 94.7% of the total investment [State
Statistics Service of Ukraine, 2020]. Thus, it can be concluded that the bilateral trade relations
between Ukraine and the USMCA member states for the period 2013-2018 have improved and
continue to deepen.

The revised Free Trade Agreement in North America is expected to have a major impact on
the U.S. economy. In the industrial and energy sectors, it is expected that USMCA will have a
particular impact on the automotive industry. According to the United States Commission on
International Trade, provisions relating to other sectors of industrial goods, including chemicals and
pharmaceuticals, electronic, energy products, textiles and clothing, will not have a significant
impact on the economy as a whole [30]. Since the USMCA provides duty-free access for cars, 75%
of the content of which comes from the three participating countries, this will lead to an increase in
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the production of automotive parts in the United States. These changes will lead to an increase in
the employment rate of people working in the automotive sector. At the same time, prices for
passenger vehicles and cars will rise in the United States, which will lead to a decrease in their
consumption. It is expected that the USMCA will have a positive impact on the U.S. agricultural
sector. The combined impact of all USMCA provisions could increase U.S. annual total exports of
agricultural and food products by $ 2.2 billion. (1.1%) [United States International Trade
Commission, 2019]. It can be noted that a large number of USMCA provisions on trade in services
will not have a significant impact on the production and trade of services in the participating
countries. Analyzing the impact of the USMCA on the investment activities of member countries, it
can be noted that investment relations between the United States and Canada are not subject to
significant changes. However, U.S. investment to Mexico is expected to decline in all areas except
five economic sectors, which are allowed to use the rules of the dispute resolution process between
investors and the state (oil and gas, electricity, telecommunications, transportation services and
some infrastructures). The development of the American coal industry is estimated to increase due
to the increase in capital released in Mexico. On the issue of labor, it is expected that the USMCA
will lead to higher wages and better working conditions. The Commission suggests an increase in
the salaries of Mexicans by 17.2%. This situation will have a moderate impact on the U.S.
economy. Thus, the USMCA will stimulate economic growth and create more jobs for American
workers. The U.S. GDP may increase by $68.2 billion and will give about 176 thousand jobs. U.S.
exports to Canada and Mexico will increase by 5.9% and 6.7%, respectively. U.S. imports from
Canada and Mexico will increase by 4.8% and 3.8%, respectively [United States International Trade
Commission, 2019].

Empirical results. In order to assess the importance of foreign trade for the United States in
the framework of NAFTA the following linear regression model (OLS) is constructed.

Dependent variable: GDP (the U.S. GDP, billion U.S. dollars). The vector of independent
variables: TrC — the United States-Canada trade balance, billion U.S. dollars; TrM — the United
States-Mexico trade balance, billion U.S. dollars; Unemp — the U.S. unemployment rate, %; IntR —
the U.S. interest rate, %.

The model of OLS regression is:

GDP =(,+*TrC+ B, TrM + 5 = Unemp + B, * IntR 1)

The annual data ranges from 1994 to 2019. The model is testing the hypotheses if growth in
the U.S. GDP (GDP 1) is caused by an increase in the trade balance with Canada (TrC 1) and
Mexico (TrM 1).

The result of the regression model is:

GDP = 0,268+ TrC — 0,765 TrM — 0,188« Unemp — 0,307 * IntR  (2)
(5,585**) (—11,510")  (-=3,557") (—4,357")

All standardized beta-coefficients are significant at 1% significance level; R* = 0.953 (the
factors selected for the analysis explain the dependent variable by 95.3%); F = 106.9.

The regression analysis shows a significant causality between the amount of the U.S. GDP
and the country’s trade balances with Canada and Mexico. For the period 1994-2018, an increase in
the trade balance of the U.S. with Canada causes an increase in GDP, as the coefficient of the
independent variable TrC is positive. An increase in the trade balance between the United States
and Mexico causes a decrease in GDP.

Thus, an important result of the regression analysis is that during the existence of NAFTA,
the U.S. trade with Mexico had a negative impact on the U.S. GDP. Negative impact of the US-
Mexico trade on the U.S. economy is confirmed by a constantly negative trade balance between the
USA and Mexico. While if the presence of a negative trade balance between the USA and Canada is
fully compensated by a positive balance of services, the the positive balance in trade in services
between the USA and Mexico is significantly less than the negative trade balance. And this
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argument became the main one for the President Trump in his pressure on Mexico to revise the
terms of the NAFTA agreement.

However, this argument is not indisputable. In particular, Mexico and Canada reported
substantially larger U.S. goods surpluses in the same relationship. This reflects the large role of re-
exported goods from other countries. The U.S. statistics calculate goods coming into the U.S.
territory the third countries and being exported to trading partners, without substantial
transformation, as exports from the United States. Canada and Mexico calculate these re-exported
goods as imports from the country of origin. In the same way, export data from Canada and Mexico
may include re-exported products originating in other countries as part of their exports to the United
States, whereas U.S. data indicate these products as imports from the country of origin [Office of
the United States Trade Representative, 2020].

The negative coefficient on the Unemp variable indicates that there is an inverse relationship
between the U.S. unemployment rate and the country’s GDP, that is, by increasing the
unemployment rate by one standard deviation, GDP will decrease by -0.188 standard deviations.
This result of the model is fully confirmed by recent positive dynamics of GDP and labor market in
the United States.

The regression analysis also showed that there is an inverse relationship between GDP and
interest rate in the United States from 1994 to 2018. Increasing the interest rate by one standard
deviation, GDP will decrease by -0.307 standard deviations. The presence of the inverse
relationship between the interest rate and the U.S. GDP, confirmed by the model, has also become
an argument for the President Trump in his pressure on the Federal Reserve with a demand to lower
the interest rate.

Conclusions. Analysis of the economic efficiency of the integration bloc showed that
NAFTA gave incentive to sustainable economic development of the countries. Their GDP and per
capita GDP have been growing steadily between 1998 and 2018, the unemployment rate in the three
countries remains low, and the inflation rate in the United States and Canada has been quite low
over the same period, while in Mexico it has decreased significantly. NAFTA has spurred
substantial productivity gains in the Canadian economy. Between 1998 and 2018, trade between the
United States and Canada increased. U.S. trade with Mexico increased at a faster pace than with
Canada. The U.S. trade balance with Canada and Mexico remains negative. Analysis of trade in
services showed that in 1999-2018, U.S. exports to Canada increased 2.5 times, and to Mexico
increased 2.4 times. Imports from the two countries almost doubled over the same period. Relations
between Canada and Mexico regarding trade in services have also become closer; in 20 years, trade
volumes have almost quadrupled. Since 1998, direct investment from the United States to Canada
has quadrupled, and to Mexico more than quadrupled. Foreign direct investment in the United
States increased, with Canada joining the top three countries investing in the U.S.

Mexico benefited particularly from NAFTA, as its provisions on foreign investment helped
consolidate the government’s reforms, which contributed to improving the country's investment
climate.

The regression analysis showed a significant relationship between the U.S. GDP and foreign trade
with Mexico and Canada, unemployment and interest rates. Its results revealed that the U.S. trade
with Canada had a positive impact on the U.S. GDP; in the same time the U.S. trade with Mexico
had a negative impact on the U.S. GDP, which became the main argument for President Trump in
his pressure on Mexico to revise the terms of the NAFTA agreement. The regression results have
also proved the assumption, that there were an inverse relationship between GDP and interest rate in
the United States from 1994 to 2018.

The volume of bilateral trade in goods and services of the USMCA member countries with Ukraine
increased over the period 2013-2018. The relations of countries regarding foreign direct investment
are developing less stable. If the flow of investment from Canada increased as a result of the Free
Trade Agreement between the countries, the volume of investment from the United States
decreased, reflecting the lack of mechanisms to attract investment in Ukraine, as well as increased
competition for investment from other developing countries.
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Research results suggest that the USMCA, which replaced the NAFTA, will probably spur

economic growth and create more jobs in the United States. This agreement tightens labor standards
and protection of intellectual property rights, especially in Mexico, thus, probably reducing the
attractiveness of Mexican economy to foreign investors, which is likely to reduce the U.S.
investment in Mexico. Thus, Canada and Mexico are expected to receive less benefit from the
USMCA for their economies than the United States.
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