Unlocking North

\ America’s potential:

\ o 0 = o

s HUMAN CAPITAL

A INTEGRATION
\ through the

USMCA




I afios
IGll"México

comovamos

México, ;como vamos? is a diverse collective of researchers The Baker Institute for Public Policy is a nonpartisan, data-

and analysts, backed by a broader network of experts in driven think tank located on the campus of Rice University.
economics, development, trade, finance, communication, and Our highly respected research, analysis and
public policy. recommendations have informed the decisions of
policymakers, business leaders, academics and the public for
Our mission is to document the performance of key more than 30 years.

economic and social indicators, and to produce research,
analysis, and recommendations aimed at fostering social
progress and ensuring the sustainable, long-term economic
growth of the country.



Sofia Ramirez Aguilar, General Director

Adriana Garcia Hernandez, Coordinator of Economic Analysis
Axel Eduardo Gonzalez Gomez, Data Coordinator

Daniela Hernandez Sanchez, Communication Coordinator
Brenda Flores Cabrera, Analyst

Sandra Martinez Pefia, Analyst

Alexa Castro Arroyo, Analyst

Juvenal Campos Ferreira, Data Analyst

Karen Paola Torres Pérez, Legal

Andrea Danae Ramirez Rivera, Communications Assistant
Karen Arellano Ascencio, Associate Legal Advisor

Alan Hernandez Suarez, Webmaster

Tony Payan, Director of the Center for the U.S. and Mexico
José Ivan Rodriguez, Research Scholar at the Center for the U.S.
and Mexico

Download our publication at:

Project Coordination: Adriana Garcia
Alexa Castro
Daniela Hernandez

August 2024

EL Observatorio Econémico México Cémo Vamos, A.C.
Varsovia 36 Interior 437, Colonia Judrez

Delegacion Cuauhtémoc, C.P. 06600, CDMX
contacto@mexicocomovamos.mx

(55) 7590 1756

Design Isaac Avila
Ramén Arceo
Editing Jaina Pereyra

Printing Editores Buena Onda, S.A. de CV.


http://www.mexicocomovamos.mx

INDEX

Unlocking North America’s potential: labor
mobility as an engine for economic growth
in the world’s most prosperous and

competitive region 05

FIRST SECTION
Labor Mobility in North America......... 06

Achieving North America's Labor Market Potential
Requires Workforce Investment

Earl Anthony Wayne...........cccooooiis o7

The Integration of Labor Markets in North America

and the USMCA

Tony Payan, Ph.D. ..o 16
SECOND SECTION

North American Labor Market
Integration in the Context of

Nearshoring 20
The Migration Paradox
Brenda EStefan ... 21

People's Mobility for Skill Acquisition: Micro-
courses, Multiculturalism, and a Changing Job
Market

Sofia Ramirez AQUILAT ... 23

Talent in North America: A Competitive Edge
Luz Marfa de la Mora ... 26

Labor Integration in North America: Catalyzing
Regional Competitiveness
Luis de L@ Calle ..o 28

Empowering Youth Talent
Laura Noemi Herrera, Marco A. Fernandez and
Rubén Sanchez AWArez.............coooovveeeio 31

THIRD SECTION

Dynamics in Labor Integration:
Increasing the Use of TN Visas for
Mexicans... 37

Challenges of Labor Mobility in North America
under TN Visas
Nuty Cardenas ALQamMinOS ... 38

Regulatory Update for Regional Integration:
Extension of Periods and Harmonization of
Provisions within the USMCA Framework

Karen TOITeS ........oooooeooeeeeee 40
Migration, Economic Development, and Human
Rights

DaNa Graber ... 41
Temporary Mobility Under the USMCA

Guillermo Malpica SOt0 ..o 43

Labor Shortage, Immigration, and the Trade
NAFTA (TN) Visa

José Ivan RodriQUeZ ... 46
A Shared Future: Key Understanding for
Integration

Mariana Raphael. ... 53

FOURTH SECTION

Vision 2050 of the Regional Labor
Integration .55

Challenges, Risks, and Opportunities from the
Perspective of Large Multinational Corporations

José Manuel Bulds Montoro.................ccooeco.. 56
Geography and Demography Are Now Destiny
Pedro Casas ALAtriSte L. ..o 59
Labor Integration in 2050: Do We Have the
Necessary Skills?

ALEXA CASETO ..o 61

Perspectives from Washington — From Unlikely to
Possible
Andrew | Rudman ..., 63

Challenges, Risks, and Opportunities at the
U.S.-Mexico Border
Eduardo del Valle ... 66

Mexico, the USMCA and North America towards
2050
Claudia Ruiz MaSSi€U..........cccooooooeeoeee 68

Final Remarks , , .70




Unlocking North America’s potential:
human capital integration through the USMCA

UNLOCKING NORTH AMERICA’S
POTENTIAL: LABOR MOBILITY AS AN
ENGINE FOR ECONOMIC GROWTH IN
THE WORLD’S MOST PROSPEROUS AND

COMPETITIVE REGION

On April 17, 2024, the forum Immigration on the Road: Labor
Mobility in North America was held in Mexico City. This event
was a joint initiative of México, icomo vamos?, the Baker Insti-
tute Center for the U.S. and Mexico, and Connecting Mexico by
GEP. The primary goal was to foster an open and constructive
dialogue on the challenges and opportunities for effectively
integrating human capital into the North American labor mar-
ket.

The main topics of this forum align with the goals of The North
American Project, an initiative aimed at making the region the
most prosperous and competitive in the world. This project
highlights the opportunities offered by the United States-Mex-
ico-Canada Agreement (usMca) for North America to achieve
this goal by 2050. In particular, the forum focused on two key
goals: Goal 1: Shared prosperity and job creation, and Goal 5:
Labor mobility and talent attraction.

To continue the conversation on the proposals discussed at the
forum, we present this compendium of texts that gathers the
contributions and essays of the event participants. The texts
include analyses of human capital flow trends in the region,
diagnostics on North America's workforce, and recommenda-
tions to ensure that jobs protected by the usMCA comply with
the provisions in Chapter 23. Additionally, they reflect on the
economic growth opportunities that could arise from relaxing
the List of professions in Chapter 16, its potential impact on al-
leviating Labor shortages in the United States, boosting region-
al competitiveness, and the importance of pursuing shared
certifications among the three countries to meet labor market
needs.

The current situation presents an opportunity to generate high-
er value-added products, given the relocation of value chains
towards final markets. The discussion on leveraging all factors
of production is crucial. Besides the successful flow of goods,
which totaled $1.6 trillion at the end of 2023, the USMCA in-
cludes mechanisms that allow for the integration of temporary
workers, such as the H1-A, H1-B, and TN visas, which are al-
most exclusively part of this free trade agreement.

These texts identify the structural factors contributing to labor
shortages in the United States, such as the aging workforce,
declining fertility rates, and decreasing immigration rates.
These problems were exacerbated by the coviD-19 pandemic,

which led to an increase in early retirements and improvements
in unemployment benefits, causing more workers to stay out
of the labor market longer. However, the full potential of tem-
porary professional mobility from Mexico and Canada to in-
crease GDP not only in the United States but in all three coun-
tries has not been fully utilized. The demand for talent will
incentivize the development of more human capital, needed in
both national and international labor markets.

Undoubtedly, the discussion on the integration of the North
American labor market is necessary and timely in light of the
USMCA 2026 report. This report could, for instance, initiate a
diagnosis of the professions needed for the digital economy
with sustainable supply chains in the Temporary Entry Work-
ing Group contemplated in Chapter 16 of the USMCA, ensuring
that our region effectively becomes the most prosperous and
competitive in the world.

Adriana Garcia

Chief economist, México, ;cémo
vamos?

@Adri_35
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ACHIEVING NORTH
AMERICA'S LABOR MARKET
POTENTIAL REQUIRES
WORKFORCE INVESTMENT

As the articles in this collection make clear, developing the
potential of North America's labor market demands a deeper
understanding of the demographics and economic needs
across the continent. It requires much more collaboration
among governments, businesses, unions, educational institu-
tions and other stakeholders to train, “reskill," and “upskill"
workforces with a wide range of capacities to meet the needs
of many sectors and communities. Progress also requires nu-
merous politically difficult changes to laws, regulations, poli-
cies and mindsets, among other steps.

The issues that must be addressed cover an immense range of
challenges and involve a wide range of actors from the Local,
national, and international levels. For example, how to meet
the relatively Low skilled but substantial labor needs of agri-
cultural and service sectors in across North America by mak-
ing best use of the hemisphere's labor pools is quite different
than investing to meet the demanding requirements for high-
ly skilled and educated workers in cutting edge technology
fields, such as semiconductors, that will shape economic fu-
tures.

Substantial actions in both areas are needed. And, as papers
in this collection discuss, the agenda also includes how to ad-
dress the need for labor mobility among and across industry
sectors and countries as well as how to better manage migra-
tion flows to bring out the best results for the societies sending
and receiving workers.

Earl Anthony Wayne'

Focusing on Skills Gaps

This article focuses on addressing the alarming skills gaps and
mismatches in North America’s workforce, as key elements of
the labor market shortfalls to tackle. If left unaddressed, these
labor market deficits and disconnects will undermine North
American economic competitiveness and sow the seeds for
greater social dislocation, polarization and anti-migrant sen-
timent.2

Long before the pandemic and the subsequent “great resigna-
tion," employers in North America struggled to identify em-
ployees who possess the skills needed. Conversely, workers
often found it difficult to acquire the education and training
they needed to access job opportunities.

These mismatches continue to impede companies and sectors
in Canada, Mexico, and the United States from realizing the
potential inherent in the powerful production and commerce
networks that their countries have been building since the ear-
ly 1990s.

Skills gaps and shortages, for example in digital skills® and
emerging technologies, such as electric vehicles®, remain as
serious challenges for the region.

The three governments agreed in May 2023 to coordinate ef-
forts to strengthen semiconductor production, including de-

1 Distinguished Diplomat in Residence, School of International Service, American University; Mexico Institute Board Co-Chair, Wilson Center.

2 Forfurther insights, see Sergio Alcocer and Earl Anthony Wayne, “EL desarrollo de una fuerza de trabajo exitosa es vital para una gestion de emergencias
competitiva y préspera en América del Norte", In Alan Bersin and Tom Long (Eds), "América Del Norte 2.0: Forjar un futuro continental’, Wilson Center,
2024, https://www.wilsoncenter.org/publication/north-america-20-forging-continental-future; and Earl Anthony Wayne, et al.,"North America 2.0: A
Workforce Development Agenda", Wilson Center, 2019, https://www.wilsoncenter.org/publication/north-america-20-workforce-development-agenda.

3 National Skills Coalition. (n.d.). Digital skills corporate sign-on. Retrieved from https://nationalskillscoalition.org/digital-skills-corporate-sign-on/?em-
ci=f605b115-d89d-ee11-beal-002248223f368emdi=4556b1fa-e59d-eell-beal-002248223368ceid=11613005

4 Beckett, Elizabeth (May 3, 2023) “New Cars, New Skills: us Automakers Increase Demand for Electric Vehicle Skills", Lightcast. Retrieved from: https://

lightcast.io/resources/blog/electric-vehicle-skills.
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veloping the workforce to support that effort as a key priority
for boosting competitiveness.® But this will be years long effort
by governments, industry and educational institutions.

In 2024, the US Semiconductor Industry Association (SIA) re-
ported that the industry will likely fall 67000 workers short
of projected demand for the technicians, engineers and scien-
tists needed by 2030 if current trends continue. The SIA adds
that this is only part of the 1.4 million workers proficient in
technical skills that the us alone will need by 2030.%

While semiconductors are an area of particular focus by the
three North American governments, we could detail similar
challenges in many sectors.

If the region is to cope with accelerating technological chang-
es and demands for economies to compete with China and
others, to adapt to demographic workforce changes, to migra-
tion flows, and to create buffers against unexpected shocks,
North American leaders must formulate and invest in a serious
North America workforce development agenda that builds in-
stitutions that create regular collaboration and sharing of best
practices in meeting work skills needs across a range of sec-
tors.

USMCA and NALS (add sources as
footnotes)

The Us-Mexico-Canada Agreement (USMcA) identified work-
force development as action area and modest collaboration

Unlocking North America’s potential:
human capital integration through the USMCA

has begun as part of the usmca's Competitiveness Committee
agenda.”

The leaders of the three countries also made workforce devel-
opment an action item in the work agendas approved by North
American Leaders Summits (NALS) in 2021° and 2023.°

That NALS agreement led ministers and private sector repre-
sentatives to launched specific workforce development pro-
grams focusing the North American semiconductor industry
ina June 2023 conference.*

Also, the us and Mexico made workforce development a bilat-
eral work topic since they revived the bilateral High Level Eco-
nomic Dialogue (HLED) in 2021."* They have organized specif-
ic workforce development events and projects'?, and have
agreed to look at medical device supply chains as well as semi-
conductors.

In June 2024, the us National Institute of Standards and Tech-
nology (NIST) issued a very helpful guidebook for semiconduc-
tor education and workforce development.*® The guidebook
can help businesses, governments, and educational entities
across the continent. It provides recommendations for best
practices covering workforce needs assessments; metrics and
milestones; proven industry relevant training; strategic part-
nerships; and important worker recruitment and retention fac-
tors.

In another new program aimed at supporting workforce de-
velopment in the Us, the us Departments of Commerce, Labor

5  U.S. Department of Commerce. (2023, May 24). Joint Statement on the Launch of the North American Semiconductor Conference and North American
Ministerial Committee on Economic Competitiveness. [Fact Sheets]. Retrieved from: https://www.commerce.gov/news/fact-sheets/2023/05/joint-state-
ment-launch-north-american-semiconductor-conference-and-north

6  Isakowitz, Zach. (April 8, 2024)."sIA Releases Policy Blueprint to Build the Future Semiconductor Workforce", Semiconductor Industry Association.
Retrieved from: https://www.semiconductors.org/sia-releases-policy-blueprint-to-build-the-future-semiconductor-workforce/.

7 Meltzer, Joshua P, Wayne, Earl Anthony, and Bitar, Diego Marroquin (July 19, 2023) “USMCA at 3: Reflecting on impact and charting the future," Brookings.
Retrieved from: https://www.brookings.edu/articles/usmca-at-3-reflecting-on-impact-and-charting-the-future/.

8  The White House. (2021, November 18). FACT SHEET: Key Deliverables for the 2021 North American Leaders’ Summit [Statements and Releases]. Retrieved
from: https://www.whitehouse.gov/briefing-room/statements-releases/2021/11/18/fact-sheet-key-deliverables-for-the-2021-north-american-leaders-
summit/

9  The White House. (2023, January 10). FACT SHEET: Key Deliverables for the 2023 North American Leaders’ Summit [Statements and Releases]. Retrieved
from: https://www.whitehouse.gov/briefing-room/statements-releases/2023/01/10/fact-sheet-key-deliverables-for-the-2023-north-american-leaders-
summit/

10  Talbot, David, PhD (June 6, 2023). “The North America Semiconductor Conference: Summary of Conclusions and Recommended Actions,” Milken
Institute. Retrieved from: https://milkeninstitute.org/report/semiconductor-conference-north-america-summary.

11 The White House. (2022, September 12). FACT SHEET: 2022 U.S. — Mexico High-Level Economic Dialogue [Statements and Releases]. Retrieved from:
https://www.whitehouse.gov/briefing-room/statements-releases/2022/09/12/fact-sheet-2022-u-s-mexico-high-level-economic-dialogue/

12 Office of the United States Trade Representative. (2023, September). FACT SHEET: 2023 U.S.-Mexico High-Level Economic Dialogue [Fact Sheets]. Retrieved
from: https://ustr.gov/about-us/policy-offices/press-office/fact-sheets/2023/september/fact-sheet-2023-us-mexico-high-level-economic-dialogue.

13 Chips for America (June 17,2024) “cHiPs R&D Education and Workforce Development (Ewb) Plan Guidebook". Retrieved from: https://ssti.org/

chips-rd-ewd-guidebookpdf.
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and Education expanded partnership programs aimed at ex-
panding collaboration on apprenticeship and other training
programs with companies from Japan, Korea, Taiwan Austria
German and Switzerland in 2024 with “Select Talent UsA."*

This is all welcome progress, but again the need is for a more
comprehensive institutional and regularized approach to sup-
port such progress across business sectors.

Need a Comprehensive Work Agenda
to deal with ongoing Transformations

The United States, Canada and Mexico, however, have not yet
invested in a comprehensive North American Agenda to ad-
dress systematically the skills gaps and mismatches that con-
tinue to hinder the competitiveness and productive potential
of North America’'s workforces.

Over the longer term, ongoing technological transformations
are likely to contribute to the creation of more and better jobs.
However, during difficult transitions across many industries,
companies, individuals, communities and governments need
to prepare for the shocks that accompany “creative destruc-
tion," and North America needs to compete with China and
others.

By joining forces, North Americans can make more and better
jobs a reality and ameliorate the disruptive effects of change.*®

Although technological change already posed significant chal-
lenges for the workforce, the pandemic forced businesses to
reevaluate the role of technology in their workplaces, manage
workers remotely, and rapidly expand internet commerce.*®

FIRST SECTION

The pandemic and subsequent recessions also opened serious
discussions about the resilience, robustness, and reliability of
supply chains across North America and worldwide.*”

The Organization for Economic Cooperation and Development
(0ECD) estimates that 14% of jobs across its member countries
could disappear because of automation in the next 15 to 20
years, and another 32% are likely to change radically."®

Core employment skills will change, increasing the demand
for both “reskilling” (training for those displaced from jobs)
and "upskilling" (training employees whose jobs are evolving),
as well as brining new workers into the specific industries."?

Digital literacy and foundational digital skills will be increas-
ingly important: by 2030, for example, an estimated 77% of
jobs in the United States will require the use of technology.?

The emergence of ever more powerful tools using Artificial
Intelligence (1) has added additional concerns about further
significant changes in jobs, skills, and the workplace across
North America and internationally?* as part of the ongoing
discussion about how governments might best manage this
powerful new technology. The rapid development and use of
Al are likely to complicate the elimination and emergence of
new jobs and skills as part of the continuing transformation
of the workplace and careers. The World Economic Forum's
2023 Future of Jobs Report highlights how technology adop-
tion, including Al is Likely to drive job and workplace transfor-
mation over the next five years.??

14 U.S. Department of Commerce. (2024, June 24). U.S. Departments of Commerce, Labor, and Education Expand SelectTalentusa Partnership to New
International Markets, Increasing Quality Jobs and Apprenticeships through Fol. [Press Releases]. Retrieved from: https://www.commerce.gov/news/
press-releases/2024/06/us-departments-commerce-labor-and-education-expand-selecttalentusa.

15 0ECD (2019) "0ECD Employment Outlook 2019: The Future of Work". Retrieved from: https://www.oecd-ilibrary.org/employment/oecd-employment-out-

look-2019_9gee00155-en.

16 Wayne, Earl Anthony (July 22, 2020). “The Future of the North American Workforce in a Covid-19 Scenario," Pulse News. Retrieved from: https://
pulsenewsmexico.com/2020/06/22/the-future-of-the-north-american-workforce-in-a-covid-19-scenario ; and Wayne, Earl Anthony (May 1, 2020).
“Don't Neglect Preparing Our Workers for a Post-Pandemic Economy,” The Hill. Retrieved from: https://thehill.com/opinion/finance/494951-dont-ne-

glect-preparing-our-workers-for-a-post-pandemic-economy.

17 Wood, D. and Sands, C. (May 12, 2020). "Who Is ‘Us"? Thinking Like North Americans in Our Pandemic Response," The Hill. Retrieved from: https://thehill.
com/opinion/international/497305-who-is-us-thinking-like-north-americans-in-our-pandemic-response;Wayne, E. A. (March 29, 2020)."Better
Coordination Is Key to Reenergizing us-Mexico Trade," The Hill. Retrieved from: https://thehill.com/opinion/finance/499898-better-coordina-

tion-is-key-to-reenergizing-us-mexico-trade.

18  OECD, "0ECD Employment Outlook 2019: The Future of Work."

19 World Economic Forum (WEF). (2018). The Future of Jobs Report 2018. Retrieved from: http://www3.weforum.org/docs/WEF_Future_of_Jobs_2018.pdf

20  Markle Foundation (October 2019) “Digital Blindspot: How Digital Literacy Can Create a More Resilient American Workforce". Retrieved from: https://
www.markle.org/sites/default/files/2019-10-24-RABN-Digital-Literacy-ReportFINAL.pdf

21 Cazzaniga, Mauro, et al. (January 14, 2024). "Gen-Al: Artificial Intelligence and the Future of Work," International Monetary Fund. Retrieved from: https://
www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2024/01/14/Gen-Al-Artificial-Intelligence-and-the-Future-of-Work-5423792cid=bl-com-

SDNEA2024001.

22 WEF, The Future of Jobs Report 2023, https://www3.weforum.org/docs/WEF_Future_of_Jobs_2023.pdf
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Investing More Resources and
Coordination in Four Areas

To better address these gaps and to develop the potential of the
region's labor market, the United States, Canada, and Mexico
need to increase and better target attention and investment to
the development, adjustment, and training of their workforces
and to build cross-continental collaboration.?

North America needs an agreed strategy to develop and deploy
a 21st century workforce with a focus on four areas:

1. promoting common approaches to work-based learning.

2. developing innovative use of transparent credentials that
can be widely recognized across the region.

3. enhancing labor market data collection and transparency
to help workers and businesses understand trends; and

4. creating collaborative mechanisms and fora to share les-
sons learned and best practices to enhance workforce de-
velopment. 2

The implementation of this agenda depends on multistake-
holder involvement, driven by collaboration among national
and subnational governments, businesses, academia and ed-
ucation providers, unions, and nongovernmental organizations
(NGOS).

Many of the most successful partnerships and results will come
from practices and models established at local and regional
levels and in specific sectors among a range of concerned
stakeholders. But the lessons learned can likely be applied
widely if fora are established for that purpose.

The three national governments should lead the way. As part
of the North America Competitiveness Agenda, they should
establish regular dialogues and working groups that bring to-
gether key national and subnational figures to discuss chal-
lenges and progress. The events and working groups can iden-
tify and highlight successful partnerships and programs under
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way across the continent. And they can foster an ongoing con-
versation about how to expand and implement those success-
es, sponsoring regular workshops on specific topics, for exam-
ple.

The key to success will be making this work an ongoing prior-
ity for collaborative action across the continent and being will-
ing to spend more on specific work force programs. In the
OECD's latest tally of total public expenditures on Labor Market
Programs as a percent of GDP (2021 data), Mexico is last in
25th place, the US is second to last in 24th place, and Canada
is better but still only ranked 16th among OECD members.?®

Under the Biden Administration, the US significantly boosted
its spending on economic investment in America?, including
funding for workforce development with the Bipartisan Infra-
structure Law, the Chips and Science Act and the Inflation Re-
duction Act (IRA). There is still much room for Us federal and
sub-federal investment in worker training programs, as is
clearly the case in Mexico and Canada too.

There will be many ways to tailor specific priorities for nation-
al and regional work. Some might start by responding to the
skills needs in key business sectors of regional or national im-
portance, such as has already been discussed on semi-con-
ductors or regarding aspects of “green" energy, for example,
as the US is trying to do with parts of the IRA legislation. Poli-
cy space should be created to recognize and award specific ex-
amples of exceptional success and to publicize the needs, ben-
efits and opportunities for upskilling and other learning
programs.

Establish a Trilateral Workforce
Development Taskforce

To guide and support future progress, Mexico, the Us, and Can-
ada should establish an overarching senior level trilateral
workforce development taskforce with substantial private sec-
tor and academic participation to mark the path forward by
investing more in proven workforce development efforts re-
flecting multistakeholder partnerships. There is evidence that

23 Wayne, E. A. (2024, February 20). North American Workforce Development and Education Cooperation. [Speech video recording]. Cross-Border Threat
Screening and Supply Chain Defense. Retrieved from: https://cbts.tamu.edu/2024/01/29/distinguished-speaker-ambassador-earl-anthony-wayne/

24 Much of the data used to support this cooperative framework were collected and analyzed before the cOvID-19 pandemic; however, the conclusions drawn
from this pre-pandemic data are even more relevant in the post-pandemic context, borne out by newer studies such as the WEF's Future of Jobs Report

2020.

25  See the Public spending on active labour market policies as a share of GDP, 0ECD, at https://goingdigital.oecd.org/en/indicator/42

26 Boushey, Heather. (August 11, 2023). “Understanding the Economics of Investing in America: A Collection of Resources.” The White House. Retrieved from:
https://www.whitehouse.gov/briefing-room/blog/2023/08/11/iia-resources/#:~:text=Working%20with%20Congress%z2C%z20the%20President,and%z20

the%20Inflation%20Reduction%20Act.
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smarter investment in these programs can have good effects
on employment.?’

The taskforce could name working groups with participants
from the public, private and academic sectors including feder-
al and sub-federal participants to develop specific action pro-
posals related to the four areas mentioned above and as de-
scribed in the annex. An important part of effort will be to
ensure that programs are effectively communicated to the pub-
lic, so they reach more of the intended participants.

North America's workers, businesses and communities will
benefit greatly from pursuing an active dialogue and enhanced
cooperation on workforce development as part of developing
the potential of the continent's rich labor market.

Annex: Detailed Discussion of the Proposed
Focus Areas of Workforce Development
among Mexico, the United States and
Canada.?®

Issue 1. Expand Apprenticeships, Work-Based Learning and
Technical Education

Work-based learning (wWBL) or work-integrated learning pro-
grams encompass a wide range of models. Apprenticeships are
a well-known example.

WBL mixes academic instruction and on-the-job learning equips
individuals with relevant capabilities to meet the demands of
the labor market and provides businesses with the trained em-
ployees they need. WBL approaches can address skills gaps by
immediately placing workers in unfilled jobs, and the compa-
nies offering the apprenticeships can adjust the training to fit
evolving needs.

WBL also provides a career path by offering workers paying
jobs, certifications, and marketable skills.2® However, appren-
ticeships and other WBL initiatives will need to evolve with the
pace of technological change and workplace needs. The OECD,
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for example, recommends that its member countries move
away from front-loaded education systems to a model where
skills are continuously updated to match changing demand.*
Small and mid-sized businesses (SMES) need special attention,
as the cost of upskilling and reskilling programs are prohibi-
tive for them. Industry or sector partnerships with existing
workforce stakeholders, especially government, can help
smaller organizations to better reap benefits from training pro-
grams.3!

The federal governments of Canada, Mexico, and the United
States should agree to create shared standards for the follow-

ing:

1. Define apprenticeships and other major types of work-
based learning (wBL), as well as minimum criteria and
quality standards.*?

2. Agree on broad guidelines assigning roles and responsibil-
ities to governments, industry, and intermediaries regard-
ing the development, implementation, and funding of ap-
prenticeships and other WBL.

3. Create a trinational career and technical education and ap-
prenticeship task force to identify best practices to promote
apprenticeships and other wBL programs.

4. Agree on elements of a marketing strategy to increase pub-
lic awareness of the advantages of WBL and change negative
public misperceptions of such programs.

5. Build trinational “spaces” to foster ongoing dialogue be-
tween regional stakeholders to share best practices on WBL
and training, and to strengthen public-private partnerships.

6. Agree among the three countries on ways to incentivize and
support companies, including SMEs, to develop training and
learning programs for reskilling and upskilling their work-
forces.

27 Holzer, Harry J. (December 21, 2023) “Can workforce development help us reach full employment?”. Brookings. Retrieved from: https://www.brookings.
edu/articles/can-workplace-development-help-us-reach-full-employment/?share=interactive-1752095.

28  Sergio Alcocer and Earl Anthony Wayne, “EL desarrollo de una fuerza de trabajo exitosa es vital para una gestion de emergencias competitiva y prospera
en América del Norte", In Alan Bersin and Tom Long (Eds), "América Del Norte 2.0: Forjar un futuro continental’, Wilson Center, 2024, https://www.
wilsoncenter.org/publication/north-america-20-forging-continental-future; and Earl Anthony Wayne, et al.,"North America 2.0: A Workforce
Development Agenda", Wilson Center, 2019, https://www.wilsoncenter.org/publication/north-america-20-workforce-development-agenda.

29  Johnson and Spiker, "Broadening the Apprenticeship Pipeline."
30  OECD, "0ECD Employment Outlook 2019: The Future of Work."

31 Spiker, K. (s.f) “Partnering Up: How Industry Partnerships Can Bring Work-Based Learning to Scale". National Skills Coalition. Retrieved from: https://
www.nationalskillscoalition.org/resource/publications/partnering-up-how-industry-partnerships-can-bring-work-based-learning-to-scale/.

32 Institute for WorkPlace Skills & Innovation America (2019) "It's Time: Using Modern Apprenticeship to Reskill America," , https://www.iwsiamerica.org/
itstime/; and Urban Institute, “Center on Labor, Human Services and Population,". Retrieved from: https://www.urban.org/policy-centers/center-la-
bor-human-services-and-population/projects/competency-based-occupational-frameworks-registered-apprenticeships.
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Issue 2. Improve the Recognition, Portability, and Transparen-
¢y of Credentials

Professional credentials provide a clear sense of what skills a
worker has, facilitating labor market mobility, reducing selec-
tion costs for firms, and leading to higher wages and quality
of workers.

Despite those possible benefits, the current, fragmented sys-
tem for credentials across and within North America forms a
barrier for workers of many skills levels.*® This is a major chal-
lenge across national borders, where various nontransferable
credentials leave skilled and well-educated individuals under-
employed.®* Higher education and employment services are
also disjointed across the continent and too often are discon-
nected from employer and industry needs.

Making credentials comparable, transferable, stackable, and
more transparent would support North American competitive-
ness and to help overcome skills gaps and mismatches. Much
of this is happening de facto as learners and workers seek more
credentials, but this effort can be better supported by govern-
ments.

The three North American countries should work to build
agreement on the following:

1. Develop a common language about credentials and com-
petencies to facilitate understanding, quality, transferabil-
ity, recognition, and the ability to stack or accumulate them.

2. Develop or strengthen national competency frameworks
and aligning them to the trinational common language of
credentials and competencies.

3. Develop guidelines to assess and validate informal learning
and professional experience, and to identify skills associ-
ated to such experience..

Issue 3. Improve Labor Market Data Collection and Transpar-
ency

33 Alden and Taylor-Kale, The Work Ahead.

Unlocking North America’s potential:
human capital integration through the USMCA

One major challenge is that neither public authorities nor the
private sector and academia collect and share data on creden-
tials, skills, workforce trends and training effectiveness. Im-
proved data collection can allow people to make better-in-
formed career decisions and can bring valuable transparency
to the labor market.® The speed of change in the economy
also increasingly requires the development of real-time labor
market information platforms, databases of in-demand skills
and regular evaluation of skills programs.®

The following elements should be agreed upon trilaterally:

1. Develop norms to collect real-time labor market data and
information in a consistent and homogeneous way so it is
comparable across countries and across the region as well
as easily accessible.

2. Establish a North American Workforce Observatory (NAWO)
aimed at developing a trinational online platform (linked
to national platforms) to serve as a hub for real-time Labor
market data in the three countries, and for best practices
from the public and private sectors.

3. Develop guidelines to make the trinational NAWO platform
and data tools openly available to stakeholders.

4. Develop guidelines for metrics to evaluate workforce de-
velopment programs and propose improvements.

Issue 4. Identify, Share and Spread Best Practices

The already rapid pace of change in the three economies is
Likely to increase further. The result will be a complex process
of massive job creation, destruction, and transformation of
workplaces and work/lifestyles that has been dubbed Industry
4.0 or the "Fourth Industrial Revolution."*” The pandemic has
added new lessons and additional use of technology as reflect-
ed in more remote work, which opens opportunities for more
cross border work. The rapid development and use of Artificial
Intelligence is likely going to complicate the continuing trans-
formation of the workplace and careers. And continued migra-
tion flows add more important considerations.

34 Batalova, Jeanne, Fix, Michael, and Bachmeier, James D. (2016)."Untapped Talent: The Costs of Brain Waste among Highly Skilled Immigrants in the
United States,"” .Migration Policy Institute. Retrieved from: https://www.migrationpolicy.org/research/untapped-talent-costs-brain-waste-among-highly-

skilled-immigrants-united-states.
35 Alden and Taylor-Kale, The Work Ahead.

36  Vilsack, Richael and LaPrad, Jeannine (May 25, 2022). “Data for an Inclusive Economic Recovery," National Skills Coalition". Retrieved from:https://
nationalskillscoalition.org/resource/publications/data-for-an-inclusive-economic-recovery/

37 McKinsey Global Institute. (2017) Jobs Lost, Jobs Gained: Workforce Transitions in a Time of Automation. Retrieved from: https://www.mckinsey.com/~/
media/McKinsey/Industries/Public%20and%20Social%20Sector/Our%20Insights/What%20the%20future%200f%20work%20will%20mean%z20
for%20jobs%20skills%20and%20wages/MGI-Jobs-Lost-Jobs-Gained-Executive-summary-December-6-2017.pdf.
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The 2023 World Economic Forum's Future of Jobs reports that
employers anticipate a structural labour market churn of 23%
of jobs in the next five years and that 44% of workers skills will
be disrupted. The WEF report estimates that 6 of 10 employees
will require training, but that only half of workers have access
to adequate training opportunities today.*®

These training and educational needs also underscore the vi-
tal importance of partnerships with educational institutions.
Private, public, and academic sector leadership is needed to
develop models of how to adapt to the pace of change, and
workforce development needs to be better incorporated into
economic and industrial policy discussions going forward.

Possible trilateral initiatives include:

1. Identify and share successful examples of private and pub-
lic collaboration.

2. Agree on approaches and strategies to encourage compa-
nies to collaborate with educational institutions, trade
unions, sub-federal governments, and others to better align
curricula with the evolving labor market needs, better con-
nect graduates to the labor market, and foster the modern-
ization of educational spaces.

3. Build trinational spaces to share best practices on “Industry
4.0," lessons from the pandemic, incorporating Al, and
about building partnerships that link the priorities of busi-
ness, academic, and government actors. Look for ways to
strengthen models of remote or distance work that can
function well across the continental value chains.

4. |dentify best practices for small and mid-sized enterprises
to keep up with technological changes and talent creation.

5. Establish trilateral research and innovation projects in stra-
tegic economic areas across the continent through grants
and scholarships.

6. Invest in evaluation to assess ongoing programs, future
trends and prepare for future skills needs.

Implementing the North American Agenda

The North American Workforce Development Agenda should
be a collaborative effort that includes North American gov-
ernments, private sector, educational institutions, unions, non-
governmental organizations, and other stakeholders. It should
institutionalize forums and mechanisms to convene both fed-
eral and subnational governments and other stakeholders to
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collaborate and innovate on identifying and sharing best prac-
tices.
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Unlocking North America’s potential:
human capital integration through the USMCA

THE INTEGRATION OF LABOR
MARKETS IN NORTH
AMERICA AND THE USMCA

Introduction

This brief reflection describes the historical and contemporary
conditions of the United States' and Mexico's labor markets; it
raises the need to recognize, legalize, and order the real and
effective integration of those markets and proposes a critical
route to achieve it. This integrative solution involves the trade
relationship, specifically the United States-Mexico-Canada
Treaty (usMcA). However, it is argued that the effectiveness of
this resource will depend on the political will of the parties to
expand or modify the use of USMCA's Chapter 16 for greater and
better organization of labor markets for the benefit of both
countries and, potentially, for Canada as well.

United States’ and Mexico’s labor
markets, and their interaction

The labor markets of the United States and Mexico have main-
tained a historical interdependence based on two factors. The
first is American economic vitality, which requires a constant
supply of labor, and the second is Mexican demographics,
which has generated a constant surplus of labor throughout
the 20th and 21st centuries, although there are some expec-
tations that demographic changes in Mexico in the coming
decades will modify this condition. This context has generated
structural complementarity in both labor markets, which has
manifested itself in a constant migration of Mexican citizens
to the United States.?

Despite this historical and structural complementarity, labor
integration between both countries has occurred erratically
and has followed two different routes. One of them is the legal
route that, in addition to 5.4 million authorized permanent

1 Director, Center for the U.S. and Mexico at Rice University's Baker Institute

Tony Payan, Ph.D.!

residents and naturalized citizens born in Mexico, is made up
of a variety of worker programs with employment visas, in-
cluding H1-B visas for professionals, H2-A for agricultural
workers, H2-B for non-agricultural workers, and the TN visa,
also for professionals. This Last category of visa was initially
contemplated in the North American Free Trade Agreement
(NAFTA) and is currently regulated by USMCA. The second route
has involved a constant flow of undocumented migration of
Mexicans to the United States, which has resulted in the pres-
ence of at least 5.3 million workers born in Mexico, but without
permission to work in the United States.®

This presence of millions of documented and undocumented
Mexican workers in the United States speaks for itself of the
need for an integrative, legal and orderly solution to the labor
markets between both countries.

2 Cornelius, W. (1998). The Structural Embeddedness of Demand for Mexican Immigrant Labor: New Evidence from California. In Suarez-Orozco, M (Ed.),
Crossings: Mexican Immigration in Interdisciplinary Perspectives (pp. 113-155). Harvard University Press.

3 Migration Policy Institute. (2019). Profile of Unauthorized Population: United States. https://www.migrationpolicy.org/data/unauthorized-immi-

grant-population/state/us#topcountries.
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The conditions of the labor market in
the US

The strength of the US economy in the post-covip-19 period
has required greater quantity and quality of workers. In the
first quarter of 2024, the United States economy had 8.1 mil-
lion* vacancies and only 6.1 million unemployed®, that is, a
deficit of 2 million workers. This deficit, which can become a
structural problem in American labor markets, can only be
covered by the addition of more workers, either by native pop-
ulation growth or by an increase in immigration. Neither of
these routes is sufficient. The population growth rate in the us
continues to slow, due to a drop in fertility rates, one million
deaths from the pandemic, and the acceleration in retirement
rates of the generation known as boomers. On the other hand,
migratory routes remain structurally limited. The worker visa
system is limited and has features that Llimit people's chances
of entering the us labor market, including high costs and com-
plicated paperwork.

Mexico emigrates again

The need for labor in the US labor markets is accompanied by
several conditions that are beginning to encourage migration
from Mexico, after having been on the decline for several years.
The main conditions are the suboptimal performance of the
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Mexican economy in recent years, with an average growth of
just 0.8% in the Last six years. This low growth is driving a new
exodus of workers to the United States—approximately 48,000
Mexicans have been detained at the border monthly from 2021
t0 2024.° Social programs, mostly cash transfers, have not had
a deterrent effect among many Mexicans who prefer to work
in the United States. Furthermore, growing public insecurity is
spurring the exodus of middle- and upper-class Mexican citi-
zens, with large numbers moving their capital, their families,
and their businesses to the United States—many of them on
temporary or investment visas. This indicates that, in the im-
mediate future, hundreds of thousands of Mexicans will con-
tinue looking for work and investment opportunities in that
country.

The USMCA and the labor chapter: a
special visa

The conditions of the United States economy—uwith a constant
demand for workers—and the economic and security condi-
tions in Mexico that encourage a new exodus are a set of fac-
tors that urge governments to order and regulate labor mar-
kets to avoid irregularity and benefit both countries. The
critical path to achieve this is found in the USMCA, specifically
in its Chapter 16.

4 Statistica. (Marzo, 22). Monthly Job Openings in the United States from March 2022 to March 2024. https://www.statista.com/statistics/217943/

monthly-job-openings-in-the-united-states/.

5  Bureau of Labor Statistics. (2024, June 4). The Employment Situation. https://www.bls.gov/news.release/pdf/empsit.pdf.

6  Us Customs and Border Protection. (2024). Nationwide Encounters. https://www.cbp.gov/newsroom/stats/nationwide-encounters .
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Now, USMCA, formerly NAFTA, is not explicitly a labor treaty.
However, it contains a section inserted based on a request from
the Mexican government in the early 1990s. The treaty says:

Article 16.4: Authorization of Temporary Entry 1. Each
Party shall authorize temporary entry to a business per-
sonwho is qualified to enter in accordance with its mea-
sures related to public health and safety and national
security, in accordance with this Chapter, including the
Annex. 16-A (Temporary Entry for Business Persons).

For the purposes of its implementation, the United States cre-
ated the Tn visa, with which Mexican and Canadian citizens can
access the Us labor market, if the applicant's profession is on
the List of professions listed in the annex. The effect has been
an increasing, although still limited, use of this visa, as the
graph shows. What limits the use of this visa is mainly the lim-
it imposed by the list of 63 professions, which are already out
of date with the 21st century's third decade’s labor reality. What
makes the use of this visa easier is that, unlike other visas, its
cost is relatively low, it has no numerical limits, it is renewable
indefinitely, and, above all, it is a flexible labor integration in-
strument because it is de facto indexed to the economic per-
formance of the United States. When the economy grows, job
offers are generated in greater numbers and therefore there
are greater requests for visas. When the economy slows down,
job offers decrease and therefore there are fewer visa applica-
tions. In this sense, it is the labor market that determines how
many visas are requested and granted annually.

The visa, however, has the important Llimitation that only 63
professions can access it, in a labor market where categories
of existing professions number in the tens of thousands and
the existing professions of the 21st century's economy have
changed substantially after more than 30 years of the List's
elaboration. Consequently, many professionals access this vi-
sa under the category of “consultant,” in part because their
professions do not find a place in the list of the annex, which
distorts the original intention of this visa.

AlL of this points to the need to update usMcA's Chapter 16,
which was transferred without changes in the renegotiation of
NAFTA, now USMCA, between 2017 and 2020. The opportunity
to do so is presented in the mandated review of the treaty by
the same agreement in Chapter 34, Section 7, for the year 2026.
There are, however, important doubts regarding the reopening
of the treaty, due to the political environment that prevails in
both the United States and Mexico. These doubts also exist in
Canada, although that country has been more proactive and
is already preparing several scenarios for the defense of the
treaty in case it were to enter a renegotiation stage. Experts
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have suggested leaving the treaty unchanged and reducing the
risk of substantive modifications or even cancellation if a new
renegotiation is opened. Given this fear, there is another way
to modify Chapter 16, without the need for renegotiation.

On October 7,2003, there was a decision regarding NAFTA, pre-
cisely on Chapter 16. In this decision the NAFTA Commission
expanded the definition of the profession “Mathematician” to
include the profession of "Actuary.” Likewise, the term "Biolo-
gist" was expanded to include the profession "Plant Patholo-
gist."” The NAFTA Temporary Entry Working Group (TEWG) ac-
cepted this decision, which went into effect on February 1, 2004.
The TEWG also requested to develop trilaterally agreed upon
procedures for adding and removing professions from Appen-
dix 1603.D. 1 (Professionals) of NAFTA. The three countries ac-
cepted this agreement based on the facilitation of cross-border
trade in services. The Temporary Entry Working Group is led
by Canada, but this proposal can be presented to the United
States Trade Representative (USTR) with the coordination of
Mexico and Canada and, preferably, in coordination with the
private sectors of the three countries. This solution is conve-
nient because it would not require renegotiation of the treaty.

Labor markets and the review of the
treaty in 2026

In preparation for the review of the treaty in 2026, the Cana-
dian government has already begun its work. The House of
Commons ordered its first study on the issue, and included
representatives from industry, trade associations, unions, civ-
il society organizations and research centers. Ottawa hopes to
formulate its position on the treaty revisions in 2025. Mexico,
for its part, has begun some preparatory work for the 2026
revisions. These deliberations should include an expansion of
the List of professions eligible for the TN worf visa or even re-
questing that this be a negative list—specifying the professions
that do not qualify and letting the labor market determine
workforce integration in North America. However, if the pref-
erence is for the treaty to be revised in relation to its operation,
but not open to renegotiation, the Government of Mexico must
propose these modifications through the trilateral commission
that made the changes to the List in 2003.

Conclusion

Given the impossibility of a comprehensive immigration reform
in the United States and the evident and unstoppable integra-
tion of the labor markets of both countries, it would be a mis-
take not to explore such a promising route to take advantage
of the complementarity of these two economies in labor mar-
kets in a legal and ordered manner. The USMCA offers a clear

7 NAFTA Free Trade Commission. (2003). Celebrating a decade of NAFTA. http://www.sice.o0as.org/tpd/nafta/Commission/2003meeting_s.pdf .


http://www.sice.oas.org/tpd/nafta/Commission/2003meeting_s.pdf

human capital integration through the USMCA

and relatively effective path, even though either path—a com-
plete opening to renegotiation of the treaty or a change to the
List of professions through the trilateral work of the TEWG—
involves significant risks. The alternative is the status quo —
unauthorized, documented, multi-route labor integration, with
inefficiencies in labor markets and irregular migration that
constantly irritates the binational relationship.
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THE MIGRATION PARADOX

The implementation of the North American Free Trade Agree-
ment (NAFTA) in 1994 matched with an increase in migration
flows from Mexico to the United States. This increase was driv-
en by the economic crisis that Mexico had experienced that
same year, and by the extensive family and social networks
Mexicans had already established in the United States, facili-
tating crossings. Migrants were no longer only heading to Cal-
ifornia, Texas, and ILLinois, but also to other states such as Col-
orado, Florida, Georgia, Virginia, and North Carolina.

Since the beginning of the 21st century, while the number of
Mexican migrants to the United States continued to grow, it did
50 at a slower pace. Between 2006 and 2015, there was a dras-
tic decrease in migration flows, even reaching a net migration
of zero, meaning more Mexicans were returning to Mexico than
those leaving to the United States. This was because of sever-
al factors, such as the economic slowdown in the United States
following the 2008 financial crisis, a more aggressive political
and social context towards immigration from Mexico, a signif-
icant increase in deportations, and demographic and social
changes in Mexico, such as a decrease in birth rates and rela-
tive improvements in access to basic essential services.

However, there has been a renewed increase in migration flows
from Mexico to the United States in recent years. This phenom-
enon could be due to the rapid post-pandemic economic re-
covery, but also to Mexico's persistent structural challenges,
such as poverty, inequality, Lack of quality job opportunities,
and, especially, the growing violent atmosphere permeating
the country, particularly in states like Guerrero, Guanajuato,
Michoacdn, and Tamaulipas.

During the second half of the last century, there was a signif-
icant paradox between the reality and U.S. border and immi-
gration laws. The restrictions imposed by the U.S. on legal mi-
gration options were not aligned with a change in the demand
for migrant workers, nor were the social and labor networks
that facilitated these flows dismantled. As a result, migration
from Mexico to the United States continued, but now under the
status of “undocumented,” according to U.S. authorities. As a
result, millions of Mexicans ended up Living and working in the

Brenda Estefan’

United States in irregular, vulnerable, and clandestine condi-
tions.

In recent years, the complex diplomatic agenda between the
two countries has been divided into two broad thematic um-
brellas: economy and security. Within each umbrella, various
topics are established and are usually negotiated separately
to avoid stalling negotiations on simpler issues with conten-
tious ones.

The United States has included the migration topic in the se-
curity agenda, mainly due to Washington's national security
concerns following the 9/11 attacks in 2001, and the subse-
quent creation of the Department of Homeland Security (DHS).

To ensure national security and deter migration, Washington
has focused on strengthening border security under the strat-
eqy of the three D's: "detect, deter, and detain”. Border walls
have been built, surveillance has intensified, and the number
of agents who have been deployed to the border has increased.

The budget for the Border Patrol increased by almost 2,000%
between 1990 and 2023. This budget increase has been escort-
ed by the strategy of concentrating more resources in various
"priority areas," particularly in the urban areas of EL Paso and
San Diego. Just when the Border Patrol gains control of one
part of the border, the phenomenon shifts to another. Border
securitization has not achieved the desired results in terms of
reducing the flow of undocumented migrants, but it surely has
increased the costs and risks that come with the crossing of
the border, as migration flows have been rerouted to more
dangerous crossing points.

This strategy has had other consequences on the modalities
of Mexican migration. Until the late 1980s, Mexican migration
was more circular, meaning that Mexicans would go to the
United States, stay for a short period, and then return to their
places of origin. This circular and temporary nature of Mexican
migration has been lost due to the increased migration costs
and the subsequent preference of migrants not to risk crossing
the border back to Mexico.

1 International Relations Speaker and Consultant, International Political Environment Professor at IPADE, and Reforma newspaper columnist.
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Since 2013, there has been a shift towards humanitarian mi-
gration, with an increase in asylum seekers and the emergence
of migrant caravans. This has overwhelmed U.S. immigration
authorities’ capacities, particularly Immigration and Customs
Enforcement (ICE) and Customs and Border Protection (cBp).
The United States responded with a more restrictive border
infrastructure and increased Border Patrol personnel. In oth-
er words, they continued with the same strategy to address a
phenomenon that had already changed. As expected, it was
not a practical solution.

Since then, we have seen continuous back-and-forth in migra-
tion crises. Given the inability to reach a bipartisan agreement
in Washington to address the issue comprehensively, the prob-
lem has been exported to Mexico through policies Like the "Mi-
grant Protection Protocols," better known as "Remain in Mex-
ico," where non-Mexican asylum seekers are sent to wait in
Mexican territory, while their cases are resolved.

Itis important to note that despite strict U.S. immigration pol-
icies and the Mexican government's cooperation to curb mi-
gration flows, the U.S. economy remains dependent on Mexican
labor in crucial sectors, such as agriculture and construction,
creating a contradiction between the demand for workers in
the country and their restrictive immigration policies.

With the healthy state of the U.S. labor market, reflected in
unemployment rates below 4% during 2023, Americans today
have many options to choose which jobs they want to do, often
rejecting positions that pay between $15 and $18 per hour. Ad-
ditionally, with such a low unemployment rate, it is very easy
to change jobs, resulting in a growing deficit of skilled labor,
particularly in professions like nursing. Currently, the United
States has over 1.2 million vacancies in the healthcare sector,
200,000 vacancies for bus or truck drivers, and a labor short-
age in construction and hospitality, among other sectors.

The inefficacy in securing the border and containing migration
flows, and the disconnection between restrictive immigration
policies and the needs of the U.S. labor market, suggest that
the migration topic must be viewed from a much broader per-
spective rather than strictly through a security agenda.

Migration is not a problem to be solved, but a phenomenon to
be managed. Therefore, fostering a close and constructive col-
laboration between Mexico and the United States is crucial,
balancing economic needs with regional security and migrants'
human rights.

human capital integration through the USMCA
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PEOPLE’S MOBILITY FOR
SKILL ACQUISITION:
MICRO-COURSES, MULTI-
CULTURALISM, AND A
CHANGING JOB MARKET

I. Regionalization and Labor Mobility
in North America

In the context of the regionalization of production centers
worldwide, a highly valuable tool for the commercial integra-
tion of North America is the promotion of student and labor
mobility.

The countries that make up North America—Mexico, the Unit-
ed States, and Canada—share challenges: a rapidly aging pop-
ulation, mismatches in the domestic labor market, and a need
to create quality jobs within their territories.

However, the subcontinent also presents solutions. Effective
management of student and labor mobility can create signif-
icant opportunities for prosperity in each country. For instance,
Mexico has large regions with a young working-age population
that requires training in both technical and soft skills to meet
the demands of the regional job market. Meanwhile, the Unit-
ed States and Canada have aging populations with financial
resources but will need elderly care, whether provided in Mex-
ico or their home countries. Moreover, it is essential for every-
one to communicate effectively through a common language—
English-and to understand each other's culture and worldview.

Drawing on the experience of the last 30 years of the Europe-
an Union, whose Erasmus program of student, faculty, and la-
bor exchange has been internationally recognized as a tool for
integration and the construction of a shared regional citizen-
ship, we can extrapolate some lessons to North America today.

1 CEO, México, ;como vamos?

Sofia Ramirez Aguilar'

Il. Erasmus: Educational Measures
that Triggered Deep Political Changes

The Erasmus program dates back to 1999, when the Europe-
an Union countries agreed to develop a system for credit trans-
fer (establishing a unit as a certain number of class or training
hours per week) for the mutual recognition of university stud-
ies between countries. The goal was not to standardize educa-
tional systems or infringe on academic freedom or university
autonomy. Instead, it aimed to acknowledge student training,
thus paving the way for a new form of student and labor mo-
bility that continues to thrive today.

The Erasmus program started as a form of technical cooper-
ation that promoted dialogue between universities in different
countries inside and outside the European Union, standardiz-
ing university facilities in areas such as accessibility and the
inclusion of minority groups, and also sparking the creation of
language service offices within educational institutions. The
program always came with resources for students, but the ef-
fort resulted in institutional changes in participating universi-
ties, generating political changes and promoting European cit-
izenship.

lll. Mechanisms for Exchange in
North America

The problem of the evident lack of academic exchanges be-
tween Mexico, the United States, and Canada has its roots in
our failure to conceive agile and affordable student mobility
schemes that promote short-term stays for lifelong job train-

ing.
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It is necessary to have trilateral recognition of technical, pro-
fessional, and labor certifications by the three North American
countries, just as the Erasmus program did in Europe since the
1990s. Mexico, the United States, and Canada must first ad-
dress the teaching of English in Mexico and demonstrate to the
two English-speaking countries the importance of training and
studying in Mexico.

To design attractive training schemes for the region, it should
not only offer courses to teach English to Mexicans and Span-
ish to Canadians and Americans but also be accompanied by
the acquisition of technical skills and soft skills in short, af-
fordable, and useful international stays.

Itis worth highlighting the current figures of student mobility:
in a region of 500 million people, only 14,000 Mexican stu-
dents are in the United States, and fewer than 3,000 Americans
are studying in Mexico. Putting this into perspective with the
magnitude of students from other countries in the United
States, it is evident that the phenomenon responds to decades
of investment policies in human capital in their countries of
origin, aiming for them to be educated in globally excellent
higher education institutions. It is no surprise that China is in
first place, India in second, Korea in third, followed by Canada,
with Mexico not appearing in these top positions.

At the same time, few American students seek to study abroad.
Adding the cost of student loans, the cost of travel, and accom-
modation can be prohibitive for Canadian or American students
in traditional student exchanges. Additionally, they may not
culturally recognize added value in traveling to Mexico for
training or experiencing new environments, as they do consid-
er it enriching to travel to Italy, Greece, England, France, and
even Costa Rica, which offers tourism experiences and close-
ness to nature.

American students or workers should recognize the value of
coming to Mexico due to the intense demand exerted by re-
gional and domestic labor markets.

Just as in the United States and Canada, the demand for pro-
fessional nursing staff and caregivers for the elderly who un-
derstand and speak English is increasing, so too is the number
of Latino consumers in the United States, especially Mexicans
or binational individuals, who might be interested in receiving
medical consultations with Mexican doctors or those with ex-
perience in Mexico. This experience could enhance the sensi-
tivity to understanding habits and cultural environments that
might explain the higher prevalence or propensity for devel-
oping certain diseases due to genetic heritage or cultural tra-
ditions. The same applies to someone who wants to open a
beauty salon for Latino clients in their city or a dance studio
for Latin American music. Or for someone who wants to export
auto parts and establish themselves as a parts distributor in

human capital integration through the USMCA

the United States, given that practically all cars are now as-
sembled on both sides of the Rio Bravo.

It is evident that the regional market is better served if there
is a close understanding of the neighbors. One of the most
reputable programs for regional student mobility is the Ful-
bright Garcia Robles program, as it has promoted the leader-
ship of individuals capable of maintaining fluid communication
between commercial partners.

According to experts in the field, although more and more Mex-
ican students are seeking to pursue degree programs in the
United States, it is time to evolve and promote different types
of students, beyond those seeking to complete a bachelor's,
master's, or doctoral degree. It is proposed to design, promote,
and finance opportunities for many more students to enroll in
short courses that develop specific skills during their stays,
which can improve their employability prospects and, in the
long run, offer greater productivity to their countries of origin.

When the courses are short and the stays have defined and
practical objectives, we can be more efficient in the production
of goods and services consumed in the region, promoting bet-
ter quality and greater regional competitiveness. For example,
currently, the North American consumer market offers prac-
tically the same products in all three countries. Additionally,
the integration of production chains is evident. In Texas, the
top four industries that export to Mexico are the same four in-
dustries that export from Mexico to the United States. This in-
dicates true integration in production chains, so if there is also
a desire to standardize salaries and the quality of Life for fam-
ilies in all three countries, complementary and/or equivalent
Labor skills will be required on both sides of the border.

To achieve this, a joint strategy between industry and educa-
tional institutions must be developed to improve employabil-
ity and meet the demand for workers with certain qualifications
in the context of nearshoring. For example, companies invest-
ing in Mexico currently face a crisis because, despite thousands
of engineering graduates each year, they are not always pre-
pared to work in the industries and jobs arriving in Mexico.

To address this employability crisis, which on the one hand
forces many higher education graduates to work in occupations
for which they did not study, and on the other, deters more in-
vestment in Mexico, recent graduates must quickly update their
skills in areas such as automation, big data recovery and pro-
cessing, artificial intelligence incorporation into production
processes, microprocessor use, and materials science, to name
a few.

With sufficient knowledge of English and software develop-
ment, both recent graduates and those with 20 years in the
workforce can take intensive and short specialization and up-
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date courses. Most Asian students in the United States are en-
rolled in Community colleges, which are technical schools,
rather than in the most prestigious international academic uni-
versities.

Sometimes, cultural nuances can also be attractive to promote
the arrival of American or Canadian students to Mexico.

American Fulbright Garcia Robles scholars who come to Mex-
ico want to improve their Spanish skills but also choose to
study here because they want to understand the culture that
comes with learning the language. They know that when they
return to the United States or Canada, many of their patients,
clients, and students will be of Mexican origin, so Living in Mex-
ico can be significant in their professional journey. If Mexican
waiters, managers, or nurses are going to work in hospitality,
care, or providing services to an American public, they should
also be developing intercultural skills.

At the Immigration on the Road: Labor Mobility in North Amer-
ica Forum held on April 17,2024, in Mexico City, in collabora-
tion between "México, scé6mo vamos?”, the Baker Institute Cen-
ter for the U.S. and Mexico, and Connecting Mexico, Hazel
Blackmore, an expert in the field, shared three specific propos-
als to take advantage of the nearshoring moment, the prepa-
rations for the review of the USMCA, and the satisfaction of the
regional labor market needs:

1. Design joint certifications between the three North Amer-
ican countries. Like the Erasmus program in Europe, the
solution requires trusting that university autonomy and the
quality of higher education can be very competitive in Mex-
ico.

Higher education institutions such as Tecnoldgico de Mon-
terrey and Baja California State University have success-
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fully accredited the quality of their programs and courses
in the United States. However, to better integrate the North
American labor market, we should promote the establish-
ment of trilateral certifying and accrediting bodies linked
with industry. These bodies need to be as dynamic as the
incorporation of new technologies in production.

2. Promote the design of short courses and the acceptance of
microcredentials that can add to each person's skills, re-
gardless of educational level, place of technical or profes-
sional studies, or years of experience. We must think of
students as people with a permanent desire to learn new
skills.

Companies cannot change their entire workforce and will
seek to adapt to dynamic contexts by incorporating new
technologies into which they will need to train their work-
force. Workers will need new skills. Educational institu-
tions offering short courses will be effective and efficient
in linking theoretical knowledge with practical applica-
tions.

3. Incorporate certifications to train teachers and educators,
who will pass on knowledge to their students. Basic edu-
cation teachers need new tools to teach science, technolo-
qy, and mathematics while fostering interest in promoting
the study of engineering and exact sciences. Meanwhile,
higher and technical education teachers, as they have more
tools to prepare their students for the current labor market,
will be able to offer better training and certifications.

These three proposals, Like the Erasmus program in Europe,
have the potential to increase the productive capacities of the
population in North America and the power to transform in-
dustries and increase cultural and language exchange, there-
by fostering citizenship in a prosperous region.

*Text prepared by the author based on Hazel Blackmore's? participation in the
Immigration on the Road: Labor Mobility in North America Forum

2 Executive Director of Fulbright COMEXUS
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Unlocking North America’s potential:
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TALENT IN NORTH AMERICA:
A COMPETITIVE EDGE

Competitiveness and the future of North America depend,
among other factors, on capitalizing on the region's talent.
Unlike the North American Free Trade Agreement (NAFTA), the
United States-Mexico-Canada Agreement (USMcA) includes
provisions that consider the labor aspects of productive inte-
gration to strengthen the region’s competitiveness and its pop-
ulation welfare. However, unlike other integration schemes
such as the European Union or the Southern Common Market
(MERCOSUR), the uSMCA does not consider a North American
labor market integration path, nor the free movement of work-
ers within the free trade zone, which could be a barrier to reach-
ing the region's productive potential.

How does the USMCA consider the
labor integration component?

While the USMCA aims to foster regional competitiveness, Chap-
ter 26 on competitiveness is merely a cooperation framework.
Itincludes provisions for establishing a Competitiveness Com-
mittee to develop “cooperation activities” to “improve the com-
petitiveness of North American exports” (Art. 26. 1. 2. and 4.).
This chapter states that the Committee must develop a work
plan, but does not mention talent as a factor for increasing
regional competitiveness. It invites working with “other com-
mittees [and] working groups" under the Agreement (Art. 26.
1.8.), opening the door to the possibility of promoting collab-
oration on temporary business person entry to enhance re-
gional competitiveness. The Competitiveness Committee could
even become “a forum for the three governments to discuss
workforce development challenges."

1 Director, Division of International Trade and Commodities at UNCTAD

Luz Maria de la Mora!

Unlike NAFTA, which handled labor aspects through the Labor
Cooperation Agreement, the USMcA integrated Chapter 23 on
labor into its text and subjected its compliance to the Dispute
Settlement Mechanisms in Chapter 31. The partners commit-
ted to observing Labor Rights established in the International
Labour Organization (1Lo) Declaration related to trade and in-
vestment (Art. 23.3.). It also aimed to ensure respect for work-
ers' rights established in national laws. Each Party will adopt
and maintain laws and regulations overseeing minimum wag-
es, working hours, and workplace safety and health. However,
this chapter does not furnish the free movement of workers
nor the integration of the region’s labor markets.

Chapter 23 is complemented by two Rapid Response Labor
Mechanisms (RRM) in Specific Facilities: one, for Mexico-Unit-
ed States (Annex 31-A), and the second, for Mexico-Canada
(Annex 31-B).? They focus on ensuring the protection of work-
ers' rights, particularly in Mexico, without opening any pathway
for labor mobility in the region. The RRMsS were installed to
“guarantee the remediation of a Denial of Rights" of workers
regarding freedom of association and their right to collective
negotiation.

Chapter 16 is the third chapter in the USMCA that includes re-
gional rules for people's mobility. Chapter 16 on Temporary
Entry for Business Persons includes provisions negotiated in
NAFTA in the early 1990s to facilitate the free movement of ser-
vice providers.* With the renegotiation of NAFTA, Chapter 16
was transferred, unchanged, into the USMCA. It remained as
Chapter number 16.

2 Wayne, E. (2020, June). Mexico, North America, and Workforce Development - Remarks by Earl Anthony Wayne to the American Chamber of Commerce
in Mexico. Retrieved from: https://www.wilsoncenter.org/article/mexico-north-america-and-workforce-development-remarks-earl-antho-

ny-wayne-american-chamber

3 Asof May 2024, the United States has initiated 24 cases against Mexico, of which 20 have been resolved through consultations, and 2 have reached the
panel stage: Minera San Martin and Atento Servicios, S.A. de CV. The first panel (Grupo México. Minera San Martin) was favorable to Mexico. In the case
of Canada, the country has initiated one case that was resolved at the consultation stage.

4 This was derived from Chapter 15 on Temporary Entry for Business Persons of the 1989 Canada-U.S. Free Trade Agreement.
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https://ustr.gov/issue-areas/enforcement/dispute-settlement-proceedings/fta-dispute-settlement/usmca/chapter-31-annex-facility-specific-rapid-response-labor-mechanism
https://ustr.gov/issue-areas/enforcement/dispute-settlement-proceedings/fta-dispute-settlement/usmca/chapter-31-annex-facility-specific-rapid-response-labor-mechanism
https://ustr.gov/issue-areas/enforcement/dispute-settlement-proceedings/fta-dispute-settlement/usmca/chapter-31-annex-facility-specific-rapid-response-labor-mechanism
https://ustr.gov/sites/default/files/enforcement/USMCA/chapter-31-annex-a/1 - United States Panel Request - August 22%2C 2023.pdf
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In this chapter, rules to allow cross-border trade in services
between USMCA partners' markets through Mode 4 of service
delivery are established.” Specifically, it allows for temporary
entry for Business Visitors from any of the three countries,
without requiring employment authorization. The activities a
Business Visitor is authorized to perform are defined in Appen-
dix 1. It also provides temporary entry for three other catego-
ries: traders and investors, intra-company transferees, and
professionals. For professionals, it allows market access to “a
business person seeking to engage in a business activity at a
professional level in a profession Listed in Appendix 2," which
includes 63 types of professions such as agronomist, econo-
mist, mathematician, nutritionist, or university professor,
among others. It establishes the minimum academic require-
ments and alternative titles that must be presented. Mexican
professionals wishing to access the us market, and whose pro-
fessions are included in Appendix 2, can apply for a visa found-
ed under the Agreement known as the TN visa, which does not
impose quantitative restrictions, nor limits on the years it can
be retained. In the case of the Canadian market, for a Mexican
citizen to offer professional services, a Labor Market Impact
Assessment is not required, and they must demonstrate qual-
ifications to work in one of the 63 applicable professions, either
through a degree or certification, as well as evidence of a job
offer from a Canadian employer.

Chapter 16's provisions do not seek to facilitate access to an-
other Party's labor market, nor do they apply to citizenship,
nationality, residence, or permanent employment measures.
The usmca does not foresee North America’s workers' free
movement across its borders, nor does it propose creating an
integrated regional labor market. The provisions only refer to
temporary (non-immigrant) entry and require any Mexican
citizen intending to do so to obtain a visa to enter the United
States or Canada.

The labor market in North America shows a shortage of talent
in terms of quantity and quality to meet the needs of the pro-
ductive sector. For example, of the 12 million workers in the
manufacturing sector in the United States, about 53% are over
55 years old. This means that, in the coming years, the country
will require personnel to fill these positions and Likely many
others in other sectors to keep up with the development of its
economy.”
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Significant challenges are expected to meet the region's labor
needs in the coming years. These challenges include global
competition for talent, the automation of certain activities, and
the need to adapt to new technologies and work modalities. To
address challenges that affect the region, the solution also re-
quires a regional perspective.

In 2026, the first review of the USMCA will take place. Although
this Agreement does not seem to be the legal framework from
which a North American labor mobility agenda can be defined,
its implementation has stressed the urgent need for special-
ized professionals and technicians, to ensure the region's dy-
namism and competitiveness. North America urgently needs
to develop schemes that allow some form of worker mobility
to meet the existing demand. This would amplify the region's
productive activity and growth, especially given the relocation
of companies to the region due to the trade war between the
United States and China, as well as other current geopolitical
factors.

Amore fluid Labor market would allow companies to adapt more
quickly to changes in demand, market trends, and technological
advances, positively impacting their responsiveness and com-
petitiveness against third parties, particularly Asian ones.

Labor mobility in North America has the potential to be a fun-
damental driver of increasing regional competitiveness. Le-
veraging labor mobility strategically, equitably, and sustainably
will be crucial to propelling the region's economic growth, in-
novation, and human development, whether within USMCA's
framework or outside of it.
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LABOR INTEGRATION IN
NORTH AMERICA:
CATALYZING REGIONAL
COMPETITIVENESS

North America could become the most competitive region in
the world by the period 2024-50, above Asia and Europe and,
for this, the labor market is essential.

For decades, migratory flows have been a palpable reality in
North America, driven by a variety of economic, climatic, secu-
rity and social factors, among others. In 2020 alone, the world
registered 280.6 million international migrants, 3.6% of the
global population.? According to data from the UN's Interna-
tional Organization for Migration (10M), the United States-Mex-
ico border is the largest migratory corridor on the planet with
11 million annual crossings. Over the past 30 years, the num-
ber of immigrants in North America has more than doubled,
driven primarily by emigration from Latin America, the Carib-
bean and Asia, but also motivated by economic growth and
political stability in the region.

Migratory flows are a tool to enable labor mobility between
economies; in addition, they could make it possible to satisfy
the needs of the region’s Labor market. Currently, North Amer-
ica has a workforce of almost 250 million workers, 167.9 mil-
lion in the United States®, 20.5 million in Canada* and 61.2
million in Mexico.? In comparative terms, North America has
afundamental comparative advantage in its demographic pyr-
amid and its capacity to receive immigration, in contrast to its
main competing regions in Asia and Europe.

Director and founding partner, De a Calle, Madrazo, Mancera (CMM)
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The three countries must take advantage of the complemen-
tarity between their economies and the structural strength of
UMSCA with the migratory and geopolitical environment to con-
solidate themselves as a highly competitive region.

North America has three fundamental competitive advantages:

World Migration Report . (May, 2024) UN - 10M. Retrieved from : https://worldmigrationreport.iom.int/
Federal Reserve Economic Data (April, 2024). Civilian Labor Force Level. Recovered from: https://fred.stlouisfed.org/series/cLF160v/
Statistics Canada (2024). Labor Force Survey, April 2024. Retrieved from: https://www150.statcan.gc.ca/n1/daily-quotidien/240510/dq240510a-eng.htm

INEGI (2024). Employment and occupation. Recovered from: https://www.inegi.org.mx/temas/empleo/
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1. Better demographics and relative openness to immigration.

North America China

2. Technological development

The ability to innovate is another of North America’s strengths
and migration can help boost the development and implemen-
tation of new technologies. Thus, the exchange of ideas and
people's mobility, particularly in the academic and research
fields, will enable the region to consolidate itself as the most
innovative economy in the world.

For North America to be successful and achieve a technolog-
ical leap to increase and sustain high productivity levels in the
long term, a commitment to decentralized innovation is re-
quired. The exchange of ideas and proposals, trial and error
and the dynamism of a decentralized market constitutes the
ideal ecosystem for technological Leadership, especially in con-
trast to the centralization to which China apparently intends
to return.

North America's integration has presented different stages in
its development and implementation. First in manufacturing,
then in agriculture and the next stage that must be technolog-
ical to be successful. The great challenge, of course, is for Mex-
ico. Integration must progress towards an increase in both the
quality and quantity of human capital. The success of the block
must be based on its ability to innovate and generate ideas.
This capacity for innovation falls on intellectual exchange and
integration of three countries’ academic systems.

An environment characterized by restrictive immigration pol-
icies that prioritize border control and increased entry require-

Europe

Source: UN: World Population Prospects.

ments over the possibilities of both temporary and permanent
stay, as well as entry and exit between countries, hinders the
labor mobility required by the North American economy. It is
important to implement measures in the labor regulatory
framework that allow greater integration of the labor factor in
the region. Various economic research shows that establishing
high entry costs to the labor market, as occurs in Mexico, also
increases exit costs in the United States.® 7 Therefore, immi-
gration schemes such as multiple entry for workers could in-
centivize a temporary circular flow, allowing workers to return
to their country of origin frequently rather than seeking to
settle permanently. Measures such as the mutual recognition
of diplomas and certifications, the expansion of accredited pro-
fessions and multiple entry will promote a circular flow, in-
creasing labor mobility and the exchange of scientific-academ-
ic ideas.

3. Energy market integration

A competitive, diversified, clean, safe, efficient and integrated
energy system in the region would allow increasing the par-
ticipation of North American value added in the production
and export of goods and services. Seeking vertical integration
in North America is essential and involves having a clean, ef-
ficient, safe and diversified energy system aimed at increasing
the capacity of generating North American inputs and prox-
imity in supply chains. The key inputs to achieve regional con-
tent are all energy intensive. North America has a fundamen-
tal advantage due to its ability to generate competitive,
diversified and clean energy compared to Asia and Europe.

6  Dunne, T.etal. (2009) . Entry, exit, and the determinants of market structure', Entry, Exit, and the Determinants of Market Structure [ Working Paper ].

Retrieved from: https://www.nber.org/papers/w15313 .

7 Lieberman, Marvin. (April 2022). Sunk Costs and Concentration in Homogeneous Product Industries. Retrieved from: https://pubsonline.informs.org/

d0i/10.1287/st5€.2022.0159
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Migration, at its core, is a social and international phenome-
non that is largely explained by the supply and demand of the
labor market. Demographics, economic activity, wage gaps, as
well as the ties and connectivity between nations have an im-
pact on the supply and demand of workers, creating incentives
for people to migrate. According to research from the Interna-
tional Monetary Fund (IMF), migrants:

Tend to boost production, create new opportunities for
native workers, provide the skills necessary for growth,
generate new ideas, stimulate international trade and
contribute positively to the long-term fiscal balance for
destination countries, but they can also generate chal-
lenges in local labor markets by displacing some native
workers who compete with them with a possible tem-
porary depression of wages. For countries of origin, mi-
gration can lead to the loss of human capital, creating
upward pressure on wages. However, emigration also
creates a flow of remittances, it can increase interna-
tional connections in the form of trade, foreign direct
investment and technological transfers (IMF, 2021).2

In the context of USMCA, the 2026 report presents an opportu-
nity for Mexico to present to its partners an agenda within the
framework of economic integration, as a positive rather than
defensive strategy, articulated by initiatives and solutions that
can address the challenge of migration. The key is to convince
the United States political system that by complementing its
economy with Mexico and Canada, it will be able to compete
successfully with Asia. Economic integration involves integrat-
ing production chains, the financial system, value chains and,
of course, the labor market.

To the extent that the three countries can reduce restrictions
not only over the flow of investments, goods and services, but
also the orderly exchange of talent and human capital through
workers' mobility and the exchange of ideas through research
and technology development, the region will be able to con-
solidate itself as the most competitive in the world.
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EMPOWERING
YOUTH TALENT

Laura Noemi Herrera, Marco A. Fernandez

and Rubén Sanchez Alvarez!

Introduction

The strategic relocation of international companies to Mexican
territory, a phenomenon known as nearshoring, has placed the
country at the center of an industrial and technological revo-
Lution. Sectors such as the automotive, aerospace and elec-
tronics are not only altering the country's industrial map, but
they are also creating a demand for specialized talent, which
must be prepared to face the challenges of a globalized and
technologically advanced economy.

This industrial awakening offers a window of opportunity for
the 10.5 million young Mexicans currently pursuing secondary
and higher education.? The challenge Lies in an inescapable
reality: vocational education and training face the titanic chal-
lenge of adapting to a labor market that evolves at a rapid pace.
For example, automation and technological evolution mean
that 65% of today's students will work in jobs that do not yet
exist, while, in a few years, 45% of the skills today considered
essential will become obsolete.? In fact, one in four people has
already faced discrepancies between the skills they possess
and those their job demands.

Added to these challenges is a deeper one: the deficiencies in
fundamental learning among young people. According to PISA
Test's results (2023), at the age of 15, an alarming proportion
of young Mexicans have not managed to develop the learnings
expected for their age. For example, in mathematics, 66% of
students have difficulties applying basic formulas and proce-
dures to solve problems. In science, half of students face prob-
lems explaining everyday phenomena or making inferences
from simple investigations. Reading competence is also no ex-
ception, with 47% of students showing an inability to identify
the main idea of a text or understand inferences and relation-
ships.>®

The lack of essential learning not only prevents students from
pursuing technical and specialized careers, but also Limits their
ability to take advantage of continuing education programs
and alternative credentials that aim to improve their employ-
ability. Such is the case of Nuevo Ledn, where employers report
that young people face significant difficulties in basic skills
such as communication, mathematical understanding, English
and digital skills”

1 Laura Noemi Herrera: Research Scholar, Education with Equity and Quality Initiative of the School of Government and Public Transformation at

Tecnolégico de Monterrey; Associate Researcher, México Evalia.

Marco A. Fernandez: Professor and Researcher, School of Government and Public Transformation at Tecnoldgico de Monterrey; Associate Researcher,
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Rubén Sanchez: Researcher at the Education with Equity and Quality Initiative of the School of Government and Public Transformation of Tecnoldgico de
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2 SEP(2023). Main figures of the national educational system. Available at: https://www.planeacion.sep.gob.mx/Doc/estadistica_e_indicadores/

principales_cifras/principales_cifras_2022_2023_bolsillo.pdf

3 World Economic Forum. (2023). Future of Jobs Report 2023. https://www.weforum.org/publications/the-future-of-jobs-report-2023/

4 World Economic Forum. (2017). Accelerating workforce reskilling for the fourth industrial revolution: An agenda for Leaders to share the future of
education, gender, and work. https://www.weforum.org/whitepapers/accelerating-workforce-reskilling-for-the-fourth-industrial-revolution

5 IDB(2022). The future is already here: Transversal skills in Latin America and the Caribbean in the 21st century. Available at: https://publications.iadb.
org/es/publications/spanish/viewer/EL-futuro-ya-esta-aqui-Habilites-transversales-de-America-Latina-y-el-Caribe-en-el -21st-century.pdf

6  PISA (2023). PISA 2022 Country Notes. Available at: https://www.oecd.org/pisa/publications/Countrynote_MEX_Spanish.pdf

7 Nuevo Ledn Council and Education with Equity Initiative of the School of Government and Public Transformation of the Tecnolégico de Monterrey. (2023).
Bridging the gap from school to work. Consulted at https://www.ieec.mx/publicaciones/cerrar-la-brecha
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Faced with the challenge of preparing Mexican youth for a con-
stantly evolving labor market, this essay proposes some strat-
egies to guarantee that young people can acquire these skills.
First, identify and prioritize the key skills that are most in de-
mand, to ensure that the training offered in schools and other
educational centers for labor is targeted and effective. For this
analysis, data from Encuesta Nacional de Ocupacion y Empleo
(ENOE), carried out by Instituto Nacional de Estadistica y
Geografia (INEGI) and the skills catalog from Red de Infor-
macion Ocupacional (O*NET) were consulted. To complement
this approach, a collaboration framework is proposed between
the different actors involved, such as educational institutions,
companies and the government for the benefit of young people
to foster an environment of co-responsibility and be able to
develop the identified competencies.

Transformation of the Mexican
economy

Mexico's attractiveness for industrial relocation, or nearshor-
ing, is based on three key pillars: its geographical position ad-

Unlocking North America’s potential:
human capital integration through the USMCA

jacent to the United States, the existence of 23 free trade agree-
ments that facilitate access to international markets, and
globally competitive salaries.® This set of factors has not only
made Mexico a preferred destination for foreign direct invest-
ment, but has also driven the growth of strategic sectors such
as the automotive, aerospace and electronics. These are par-
ticularly concentrated in states within the Mexican industrial
corridor, including Nuevo Ledn, Chihuahua, Saltillo in the
north, Querétaro, Aguascalientes, and Guadalajara at the cen-
ter of the country.® o2

Through a detailed analysis of strategic sectors — such as the
manufacturing of automotive components, agribusiness, phar-
maceutical products, electronics, aerospace, among others
(DOF, 2023) — 50 professions have been identified that experi-
enced a significant increase in the number of hires during the
year 2023 compared to 2022. Among the first ten professions
with the greatest growth, electrical engineering, driving mobile
machinery for construction and mining, and the operation of
specialized machines to sustain efficient production stand out.

Growth rate

Profession Work description (%)
Electric engineering They are responmblg for the .de3|gn, development and 3,920.77%
supervision of electrical equipment and systems.
Plumbing and pipe installation They install and rgpalr piping systems that transport water, 927 84%
gas, and other fluids.
Driving mobile machinery for They operate heavy equipment used in construction and 367 16%
construction and mining mining to move materials, soil, and other objects. R
Machine operation Responsmle. for managing and sgperws[ng ma;hmes in 208.77%
manufacturing plants and other industrial environments.
Civil and construction engineering They de3|gn, superw;e and manage Infrastructure 269.22%
construction and maintenance projects.
Traffic control of other transportation ~ They supervise and coordinate vehicle operations in
. : . 263.87%
systems (land, rail and sea) transportation systems to ensure safety and efficiency.
Assistance in industry, not previously ~ They perform varied support tasks in industrial environments 225 95%
. 0

classified that do not fit into specific categories.

8  Economic Commission for Latin America and the Caribbean. (2022). Mexico in the North American factory and nearshoring. Viewed at: https://
repositorio.cepal.org/server/api/core/bitstreams/8b789717-769f-4208-9a8b-0db8c42bcB2e/content

9  CBRE. (2023, September 6). Nearshoring in Mexico: Demand in the industrial real estate market. Nearshoring Report 1S 2023. Viewed at: https://www.

cbre.com.mx/press-releases/cbre-reporte-nearshoring-1s-2023

10  ManpowerGroup. (2023, August 4). Nearshoring in Mexico: An opportunity to create 2 million jobs. ManpowerGroup Blog. https://blog.manpowergroup.
com.mx/experis/nearshoring-en-m%C3%Agxico-una-oportunidad-para-crear-2-millones-de-empleos

11 Judrez, C. (2023) Nearshoring in Mexico: a phenomenon that is rapidly emerging. The Logistics World. Consulted at: https://thelogisticsworld.com/
planeacion-estrategica/nearshoring-en-mexico-un-fenomeno-que-esta-emergiendo-rapidamente/
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Growth rate

(%)
Assistance for land transport drivers They a55|§t dnveys in the operation of transportation vehicles, 210.25%
helping with various tasks.
Mechanics in installation, maintenance Specialized in the installation, maintenance and repair of 132.52%
and repair of equipment various equipment and machinery. e
Construction support work They assist in the execution of various tasks on construction 126.74%

sites.

Source: own elaboration with information from ENOE 2022 and 2023.

Despite the high demand for professions such as those listed,
a worrying discrepancy is observed: the number of students
preparing in these critical areas is notably low. Added to this
is the gender gap in participation in these emerging profes-

Profession description

sions, where women have significantly fewer opportunities to
integrate compared to their male counterparts, despite making
up more than 50% of the student population in schools.

Students Women’s

Men Women  Total participation

Electric engineering

Plumbing and pipe installations

678,747 461,399 1,140,146  40.5%

Driving mobile machinery for construction and mining

479417 285862 765279 37.4%

Operation of machines and equipment for collecting,
pumping and distributing water

167,767 48,023 - 22.3%

Civil and construction engineering

397,661 255974 653,635 39.2%

Traffic control of other transportation systems (land, rail
and sea)

685435 658212 1,343,647  49.0%

Assistance in industry, not previously classified

156,657 84,398

Assistant drivers of motorized land transport and mobile
machinery

772,301 843,805

Operation of machines in general

217,141 42,946

Mechanics in installation, maintenance and repair of
equipment

517,046 291,238 808,284 36.0%

Source: own elaboration with information obtained from ENOE and the 911 format from the Ministry of Education's statistics.

Identification of a priority skills
taxonomy for nearshoring

Identifying a priority skills taxonomy represents a challenge
to adapt to the dynamic nearshoring environment. The com-
plexity lies in discerning which are the essential skills to pro-
mote and how to classify them effectively. This challenge is
aggravated by the general tendency to underestimate the po-
tential of personal competencies, considering them merely ev-
eryday and natural, without recognizing their ability to be ap-
plied in diverse contexts and transferable to different work
areas.

The identified professions and related careers demonstrate the
existence of transversal skills capable of overcoming the bar-
riers imposed by specific qualifications. These “lifelong skills",
recognized for their durability and their ability to enrich peo-
ple’s Lives in a productive and healthy way, stand out for their
adaptability to different spheres of life and are not Limited to
a single task, sector, or discipline. This flexibility and transfer-
ability of skills, emphasized by institutions such as the BID
(2022) and the weF (2019), highlight the importance of pro-
moting competencies that generate a positive impact on peo-
ple's Lives.
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After analyzing the skills Linked to professions with potential
within the framework of the Federal Government's priorities,
a set of key competencies necessary to thrive in this changing
work environment was identified. Figure 1 shows the 37 essen-
tial skills we identified, associated with the fastest growing
jobs, which given their frequency are associated with the op-
portunities and challenges presented by nearshoring.

Unlocking North America’s potential:
human capital integration through the USMCA

For example, basic or foundational skills identify the ability to
communicate effectively, which is vital in @ work environment
where clarity and precision in interactions can make the dif-
ference between project success and failure. On the other hand,
mathematical thinking stands as a key competence for making
decisions based on data. Finally, mastery of English emerges
as an essential requirement to navigate the global market and
in which 6 out of 10 students from CONALEP, for example, rec-
ognize that they do not achieve mastery or fluency.12

Transversales Especificas para el mercado laboral

Basics Complex HSE Digital Technical Physical
Communication Coordination with | Service proclivity | Office (Excel, Equipment Good visibility
(oral and written) | other individuals L Word, Visio, maintenance

Sensitivity to owernoint Arms and hands
Scientific thinking | Critical thinking | problems gharegoin t)’ Operations stability
Communicationin | Information Active Listening monitoring Handcraft
English (oral and | organization SAP Operations and

Originality Multi Limbic

written) Fluidity of ideas

Problem solving

Team
management

Selective attention

Recommendations to achieve the
skills for the future

In the current context, marked by a dynamic labor market and
emerging challenges, a well-defined taxonomy of 21st centu-
ry skills for youth is essential. This need implies close collab-
oration between governments, educators and industry to main-
tain relevance and effectiveness in training and decision
making. Within the framework of the Learn Evenly report -
Skills for the 21st century and the transition to the labor mar-
ket, these are some of the recommendations we propose13:

1. Sectoral Skills Council (SKC): promote the establishment
of a Sectoral Skills Council (SKC) as a public-private ef-

Autodesk AutoCAD | control _
coordination

Adobe Systems Repairs

Adobe Acrobat N Static resistence
Supervision )
Cor Perception of
depth
Lenguage XL Fingers dexterity
saL Flexibility of reach
Python

Figure elaborated by the author.

fort. Its main function consists of the systematization, eval-
uation and updating of skills.

2. Reinforcement of essential skills through tutoring: It is
essential to improve basic skills such as communication,
mathematics and scientific thinking from the school stage.
Remedial tutoring programs offer personalized instruction
and increase learning time.

3. Micro courses for skills certification: Micro courses offer
aflexible and accessible alternative to traditional higher
education, focusing on practical 21st century skills and
providing certifications aligned with current labor market
demands.

12 Education with Equity and Quality Initiative. (2024). Report: Learn Even - Skills for the 21st century and the transition to the labor market. https://

aprenderparejo.mx/informes/hab_ml

13 Details of each proposal can be found in the report on Skills for the 21st Century and the Transition to the Labor Market by Economia Parejo (IEEC, 2024)

at https://aprenderparejo.mx/informes/hab_ml
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4. Teacher training for social-emotional skills: This strategy
emphasizes teacher training in methods that promote com-
plex socio-emotional and cognitive skills, known to im-
prove student performance and cognitive development.
These should be integrated into the curriculum of several
subjects, instead of being isolated.

5. Technical training in collaboration with companies: this
collaboration, vital in the face of rapid technological evo-
Lution, could include dual education models that combine
theory in classrooms and practice in companies; appren-
ticeship programs to acquire specific skills in real contexts,
and collaborative courses or certifications that reflect the
demands of different sectors.

6. Create networks to increase the participation of young
women in the labor market: the development of strategies
to increase young women's presence in the labor market is
recommended. These include educational measures to
promote bias-free practices, encourage female participa-
tion in STEM areas — science, technology and mathematics
—and strengthen skills such as leadership and self-confi-
dence.

7. SKills Information System for Youth: This platform will
include career questionnaires to explore career options,
tools to create cvs aligned with the contemporary world of
labor, a skills matcher that suggests relevant courses, and
a skills identifier that links educational competencies with
work needs.

Conclusions

Investing in education involves much more than the develop-
ment of cognitive, social and economic skills. Recent graduates
find themselves with a more challenging labor market than
expected, while the expectation that education will lead to bet-
ter employment opportunities fades in the face of low-paid jobs
with few hours and no social security. The perception prevails
that graduates lack essential skills. For this reason, it is not
uncommon for employers to demand previous work experi-
ence.

While there is no single model to reform education and close
the skills gap, the proposals in this essay seek to align the
interests of students, universities, and employers. Based on
evaluable experiences, these proposals seek to build on what
has already been implemented and strengthen areas of con-
sensus, marking a significant step towards a more inclusive
and adaptive labor market.

The transformation in skills training transcends traditional
classrooms. It is urgent to promote co-responsibility with the
private sector, the main generator of employment, to review

SECOND SECTION

its hiring and professional development practices. Only with
effective public-private partnerships will we close the skills

gaps.

This essay is a call to action. Educational and training systems
must provide relevant skills in line with the demands of the
21st century. It is the only way to counter the disinterest and
abandonment of formal Learning centers by students. It is time
to radically transform our educational and training systems.
We must adapt them to a world in constant transformation.
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CHALLENGES OF LABOR
MOBILITY IN NORTH
AMERICA UNDER TN VISAS

With the upcoming review of the USMCA in 2026, it is proper to
analyze the main advances and challenges of Mexican labor
mobility with TN visas to the United States, which was consid-
ered since the original design of the treaty in 1994.2 The TN
(Trade National or NAFTA) visa was included in Chapter 16 of
NAFTA to facilitate the mobility of people between companies,
as well as qualified workers from Canada and Mexico, to the
United States in four major areas: teaching, medicine, scientif-
ic, and professional. A list of 63 specific professions was creat-
ed, which has not been renewed since then. Two visa categories
were created: TN-1for Canadians and TN-2 for Mexicans. From
the beginning, each country had significant differences in their
operating rules. In the case of Canada, the requirements still
encompass having a degree, having a license, and being able
to secure employment in the United States. There is no quota
Limit. Additionally, Canadians can easily obtain the TN-1 visa
at entry points and within the U.S. territory, thanks to their
right to temporarily migrate to the United States without a vi-
sa. Conversely, for Mexican workers, the visa must be processed
by U.S. consular offices in Mexican territory. In addition to hav-
ing a degree and a job offer, they must also obtain a labor cer-
tification from the U.S. Department of Labor. A 5,500 quota
per year was set for this type of visa.® *

These last two requirements were eliminated in 2004, repre-

senting a better opportunity for labor mobility for Mexicans.
Since then, the number of visas has grown exponentially, from

Ibid
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3,392 in 2010 t0 33,361in 2022.% Along with the suspension of
quotas, TN visas have advantages over other types of visas for
qualified workers (such as HiN visas), such as fewer paperwork
requirements and reduced processing times; they are valid for
three years but can be renewed indefinitely, not to mention they
also have a low rejection rate. Nevertheless, there are other
considerations concerning mobility rights. These are strictly
temporary visas, as holders cannot apply for permanent resi-
dence (green card) through this route, nor can they obtain cit-
izenship. In addition, their spouses are not allowed to work.®

Currently, there is a favorable economic situation that presents
an opportunity to promote greater labor integration in the
North American region. On the one hand, Mexican workers are
interested in seeking better Life opportunities, whether through
employment and/or higher salaries and on the other, the grow-
ing labor needs of U.S. companies. According to the U.S. Cham-
ber of Commerce, there are 8.8 million job vacancies in the U.S.
labor market, which have not been filled by nationals due to
various factors, including the forced and/or voluntary retire-
ment of more than 3 million people that came with the pan-
demic.’ Even if the 6.5 million unemployed in the U.S. entered
the labor market, there would still be more than two million
vacancies.® In this context, TN visas represent a valuable meth-
od to stimulate labor mobility. However, there are various man-
agement challenges for workers, employers, and the govern-
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ments of Mexico and the United States to make better use of
and increase the number of applicants for TN visas..

1) One barrier occurs in the visa application process. In some
cases, recent graduates cannot obtain visas because, although
they have university degrees in the listed professions, their
knowledge does not match the distinctive skills sought by U.S.
companies. In other instances, the visa-obtaining process be-
comes costly for applicants, as they must validate their pro-
fessional degrees and/or certify their knowledge in advance.
Some labor sectors in the United States (such as nursing or
veterinary) require graduates in Mexico to pass a series of ex-
ams to prove they have the needed knowledge. This, despite
already having a university degree listed under TN visas. These
tests are generally expensive and highly difficult. As a result,
many applicants desist from applying.

2) Other difficulties arise from the lack of information available
during the process. These problems arise from the visa appli-
cation, to its obtaining and the recruitment, until they arrive
in the United States to perform the job.® According to some
workers' experiences, they often do not have direct contact with
companies before their arrival. Instead, they are hired through
recruiters who do not provide complete information about the
type of work they will perform, the salary they will receive, or
even, in extreme cases, they do not even know the details of
their contracts, such as the number of hours and working con-
ditions.*® Once in the United States, the type of work they have
to perform does not match their actual qualifications. In some
cases, they are overqualified for the job and the salary they are
hired for. This is because companies, through recruiters, de-
liberately hire qualified workers while giving them wages and
providing working conditions lower than they deserve, arguing
that they do not have all the credentials required for the job.**

The obstacles above could be overcome if the governments of
the United States and Mexico collaborate to supervise the func-
tioning of the visas throughout the entire process. For this, the
administrations of both countries, particularly the Ministry of
Labor in Mexico and the Department of Labor in the United
States, require information about 1) the list of companies, num-
ber of workers, type of occupations, and the required skills and
qualifications. With this information, the Mexican government
can disseminate more information to universities about current
profiles demanded by U.S. companies. 2) Obtain the List of re-
cruiters hiring workers with this type of visa. Both authorities
and civil society have asked the United States for a registry of
recruiters to be monitored, to detect any labor rights violations
regarding applicants and/or eventual workers with TN visas.

THIRD SECTION

Moreover, the governments of Mexico and the United States
must work on the commitment to standardize certifications
and degrees, especially in priority professions, to expedite the
application, issuance, and hiring process for workers through
these visas, which would benefit both countries.
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REGULATORY UPDATE FOR
REGIONAL INTEGRATION:
EXTENSION OF PERIODS AND
HARMONIZATION OF
PROVISIONS WITHIN THE
USMCA FRAMEWORK

One of the main limitations of using TN visas is the general lack
of awareness about its existence. An intensive promotional
strategy, including marketing campaigns, information dissem-
ination, and public outreach, could greatly benefit Mexicans
primarily, but also Canadians. Many people are unaware that
the process for obtaining this type of visa is relatively straight-
forward. Even individuals without a formal degree can apply
under the management consultant category. If they can
demonstrate a minimum of five years of professional experi-
ence in their field, they meet one of the key requirements for
this visa. Another crucial requirement is having a U.S. employ-
er, but generally speaking, the application process is accessible
and straightforward for professionals with credentials and/or
experience.

Despite the simplified process of this type of visa, it is advisable
to seek assistance from a professional, such as an attorney.
Another aspect that is often overlooked is that some compa-
nies specialize in recruiting Mexican personnel, meaning the
opportunity to apply to American companies and be considered
for work in the U.S. for one to four years is not yet fully utilized.

Additionally, within NAFTA or USMCA, there is a List detailing
specific requirements for various professions. For example, en-

Karen Torres!

gineers need a degree, while other professions may allow for
the credentialing of experience with a minimum of five years
in the field.

Thus, individuals without a formal degree but with profession-
al experience can still apply for consultant positions.

Previously, the TN visa could only be applied for one year at a
time; now, it can be requested for up to four years, which sim-
plifies the renewal process and provides greater job stability.
Extensions for another three or four years can also be request-
ed. If working in the U.S., extensions can be requested from
within the country through a petition to USCIS, eliminating the
need to visit a consulate. For Canadians, the process is simpler
as they can apply via land and do not need to attend a consul-
ate interview.

As foreign nationals aiming to benefit from the TN visa, it is
important to stay updated. Although the information and re-
quirements for the application are public, it is recommended
to go through the process with professional guidance to avoid
negatively impacting one's career or trajectory and to success-
fully navigate any potential issues with authorities.

Text prepared by the author based on Anaibelca Soraya Gama Rivas's? participation in the
Forum “Immigration on the Road: Labor Mobility in North America"

1 Incidence and Institutional Development Coordinator, México, scémo vamos?

2 Director at Legal Key International Law.
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MIGRATION, ECONOMIC
DEVELOPMENT, AND HUMAN

When we talk about effective labor integration, we must talk
about the guarantee of human and labor rights. The integra-
tion of migrant workers must go beyond providing adminis-
trative documents and visas. Socioeconomic integration pro-
grams must be designed to consider issues of health, education,
as well as financial and social inclusion.

In this sense, one of the most relevant trade agreements for
Mexico and the North American region is USMCA, in addition
to being one of the great achievements in labor matters and
labor rights. As an example, Chapter 23 of this agreement es-
tablishes the trilateral obligation to respect and enforce labor
rights recognized in international declarations and conventions
that are considered fundamental.

Specifically, article 23.3 points out four important references
to avoid the violation of migrants' labor rights, among which
it is established: a) freedom of association and the effective
recognition of the right to collective bargaining; b) the elimi-
nation of all forms of forced or compulsory labor; ¢) the effec-
tive abolition of child labor and, for the purposes of the Treaty,
the prohibition of the worst forms of child labor; and, d) the
elimination of discrimination in employment and occupation.
Itis important to highlight that, in Mexico, USMCA's entry into
force gave way to a series of changes and labor reforms to
comply with and guarantee the above.

Considering the migration context in Mexico2, in the years fol-
lowing the pandemic record numbers of migrants entering
Mexico were recorded. Most of the foreign population that en-
ters the country has the United States as its first destination
country. However, more migrants see Mexico as a destination
country. It is thus necessary to ask ourselves what are the con-
ditions that our country has to integrate foreigners into the

1 Chief of Mission, International Organization for Migration (10M) Mexico

RIGHTS
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formal labor market, and in this the regular channels take on
special relevance.

Inthis sense, the International Organization for Migration (10m),
United Nations' representative for migration issues, is working
in coordination with various relevant actors to promote the use
of existing regular routes - passing through border posts with
the proper documentation — and in analyzing the implemen-
tation of complementary pathways for the benefit of the mi-
grant population —referring to international protection in mi-
gratory transit—, especially when dealing with migrants in
vulnerable conditions, which requires a humanitarian re-
sponse. Therefore, the response to the needs of migratory flows
in Mexico must be built recognizing Mexico as a country of
origin, transit, destination and return.

The 10M has a global strategy that seeks to foster the potential
underneath migration through three fundamental objectives:
i) save lives and protect migrants, ii) offer solutions to displace-
ment and iii) facilitate pathways for regular migration that al-
low access to formal jobs, making them more accessible and
inclusive, and avoiding risky situations that violate human
rights such as human trafficking, restriction of labor rights
guarantees, low-wage schemes, among others. Likewise, IOM's
work is aligned with the 2030 Agenda, the Global Compact on
Migration, International Labor Organization Conventions, as
well as international mobility guidelines, treaties and agree-
ments. The 10M also considers benefits of agreements such as
the usmca for the North American region.

In accordance with the changes in the economic sector and its
direct relationship with migration, we believe it is essential to
diversify regular routes in the face of changes in supply chains
and the effect of nearshoring in the region. In this vein, if we

2 During the year 2023, the Mexican immigration authority registered more than 700,000 people in an irregular status, and compared to 2020, this
number grew by more than 800%. The exponential increase following the pandemic represents significant challenges to achieve effective socioeconomic
integration, both in terms of access to public services and formal and decent employment.
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consider the vacancies in the United States' private sector and
the need for workforce in key sectors for nearshoring in Mex-
ico, it is imperative to answer the following questions: is Mex-
ico prepared for the impact of nearshoring in terms of work-
force needs? Does the issuance of visas match the needs of the
private sector and the migrant population? Do public policies
and programs reflect the needs of the economic sector?

In this socio economic scenario, the I0M strives to strengthen
regular routes and analyze alternative routes. In this regard,
we will mention two specific examples. The first refers to the
implementation of the Labor Channeling Mechanism (MECAL,
its acronym in Spanish), a comprehensive system with the ob-
jective of incorporating migrants in the formal labor market
and to achieve their effective socioeconomic integration in an
autonomous and sustainable manner, under the principles of
pan-governmental and pan-social autonomy, as well as sus-
tainability. The second example is the operation of a pilot pro-
gram that lays the foundations for an Ethical Recruitment Cor-
ridor between Mexico and Canada, through which we have
confirmed the need for flexibility to increase job opportunities
for Mexican men and women abroad, while safeguarding their
labor rights. Likewise, main challenges have been identified to
facilitate these labor movements, including migrant working
women's special needs.

In conclusion, these are some relevant ideas to broaden inte-
gration opportunities for migrant populations: (i) visas must
be inserted in the framework of Labor mobility programs that
guarantee migrant workers' human and labor rights, their pro-
tection and their autonomy; (i) the usmca framework has the
potential to directly impact the various economic sectors of the
three countries, taking advantage of its benefits; (iii) it is es-
sential to identify the main challenges and barriers involved
in the labor integration of migrants in the three countries un-
der the usMcA framework to provide dynamic solutions, based
on evidence and with a future-oriented perspective. Further-
more, considering the impact of nearshoring, large develop-
ment projects and Foreign Direct Investment: (iv) the founda-
tions must be laid so that labor mobility programs and their
visas are operated efficiently and have the necessary conditions
to meet the demand.
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TEMPORARY MOBILITY
UNDER THE USMCA

The chapter on Temporary Entry of Business Persons (TEBP) of
the free trade agreements (FTAs) between Mexico, the United
States and Canada has gone through without major changes
since its first appearance in the North American Free Trade
Agreement (NAFTA) of 1994.2 During the 26 years of NAFTA, it
was a little-known chapter and, therefore, little taken advan-
tage of, despite the enormous potential it has for constituting
preferential treatment that was not extended to other United
States' trading partners.

The TEBP chapter applies to measures that affect the tempo-
rary entry of people traveling for business reasons between
both territories. Each of the parties to the Treaty defines what
is meant by temporary, in accordance with its immigration leg-
islation, and to define what the concept of business person re-
fers to, four categories were established, which are incorporat-
ed inan annex to the chapter, and which constitute what is now
known as NAFTA Visas or now USMCA Visas.

The truth is that, since its original negotiation in the early
1990s, the concept of temporary entry had enormous political
sensitivity because, although it is not migration in a broad
sense, it seems Like @ migration issue incorporated into a trade
agreement and, in general, tends to be confused as such. As a
result, the chapter incorporates paragraphs that take special
care of the commitments made between the three North Amer-
ican countries and, particularly in the United States, the dis-
cussion with Congress was not easy. For example, from the
beginning of the chapter it is made very clear that the objective
is not to affect permanent employment and that measures that
guarantee border security are privileged.

The benefits of having a chapter on TEBP in NAFTA and subse-

quently in USMcA come from the exemption, for nationals of
the member countries, from prior approval procedures, labor

1 Executive Director, Alianza In México

Guillermo Malpica Soto'

certification tests or numerical restrictions. This is very rele-
vant because, for example, the United States has annual nu-
merical limits on the granting of certain types of visas and
these limits do not apply to Mexico or Canada.?

Another important advantage of this chapter is that it stopped
being negotiated by the United States in 2004. In that year, the
United States Congress, as part of the procedure it follows to
authorize the Executive Branch to negotiate international trade
agreements, prohibited the United States Trade Representative
(USTR, the negotiating authority) to include provisions on mi-
gration in trade agreements. As a result, the only US trade
agreements that have a chapter on TEBP are NAFTA and its suc-
cessor, USMCA, as well as the us-Chile FTa, although the latter
has a much lower level of coverage than the North American
agreements. In other words, the erosion of the United States'
trade preferences towards Mexico post-NAFTA, when our main
trading partner began to negotiate more treaties, does not ap-
ply to this chapter.

Now, there are four categories that were negotiated in the an-
nex to the temporary entry chapter, which include not only
service providers, but also people related to the trade of goods
and investors:

a) Business visitors: persons who visit another country for a
short stay to carry out business activities such as those de-
scribed in the appendix to that annex (persons who carry
out research independently or for a company, persons who
will supervise the operation of certain equipment, people
visiting a trade fair, people in charge of some after-sales
service or tour bus operators, to name a few examples). The
list in the appendix contains 19 activities, but it is an illus-
trative list, not an exhaustive one. The visas for this cate-
gory in the United States are the H1-B Visas.

2 Mexico has an TEBP chapter in all its FTAs, except in that of Israel (which does not have trade in services disciplines), in that of the European Union
(although there is a chapter in the modernization of that treaty that has not come into force), in the one with the European Free Trade Association (EFTA)
and in the Pacific Alliance (where the countries decided to completely eliminate themselves visa requirements).

3 Atemporary numerical Limit that was imposed on Mexico for one of the categories that we will see later.
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b) Traders and investors: these are people who visit another
Treaty country to close an investment or a business oper-
ation. In the United States, they correspond to the E-1 (mer-
chant) and E-2 (investor) Visas.

¢) Intra-company transfers: Refers to people who perform
managerial or executive functions or that require special-
ized knowledge, who are transferred from the parent com-
pany in one country to a subsidiary or branch in another
country. The visas corresponding to this category in the
United States are L Visas and to apply for this visa, the per-
son must have worked in the company for at least one year
within the three years prior to the application.

d

Professionals: these visas are also known as NAFTA Visas,
or USMCA Visas , now TN visas, although all of the previous
ones are also correct. They are granted to professionals
who receive a job offer from a company in another treaty
country and do not apply to independent professionals. Ob-
taining these visas, which in the United States are called
TN, is a separate requirement from the authorization to
practice professionally in a foreign country —licenses in
the United States and Canada, professional titles in Mexico
—, which are regulated by the authorities specialized in
the professional practice of the three countries (the Direc-
cion General de Profesiones of SEP in Mexico; the state and
provincial authorities, as well as the Colleges of Profession-
als or Boards in the United States and Canada) and that are
negotiated from the chapter of Cross-Border Trade in Ser-
vices. Unfortunately, the List of professions contained in the
appendix of this category (63 professions, originally) is a
closed or exhaustive List

Under our treaties there is @ commitment that the member
countries exchange figures on how many authorizations have
been granted to nationals of their trading partners, to the ex-
tent possible, disaggregating by category of business person.
These figures were exchanged at meetings of the Temporary
Entry Working Group, a group established by the chapter and
made up of representatives of each country in commercial,
immigration and professional matters. This group met regu-
larly, at least every year, during the first ten years of NAFTA.

In addition to exchanging figures on temporary entry authori-
zations, which in the case of Mexico were always far below ex-
pectations, ways were sought to disseminate the benefits of the
chapter, common interpretations of the categories were nego-
tiated, and work was also done on adding professions. In this
way, during NAFTA's Life, the profession of Actuary and the spe-
cialty of Phytopathologist in the Biology field were added to

human capital integration through the USMCA

the List of professions. Later, a trilateral procedure was worked
on to facilitate the addition of new professions in the appendix,
but this procedure was never implemented in the three coun-
tries. Finally, the Working Group followed up on a limit that
Mexico had for granting TN visas for ten years, corresponding
t0 5,500 professionals per year. This limit was always far from
being reached by Mexican professional applicants in its ten
years of duration and in the eleventh year it was definitely re-
moved, in accordance with the Treaty.

For USMCA's negotiation, in the first seven rounds of negotia-
tion, the United States did not participate with the argument
that it had a prohibition from its Congress and in fact proposed
the elimination of Chapter 16 of NAFTA. Mexico and Canada ob-
jected, saying that the negotiation was actually a moderniza-
tion of an existing treaty, not a new negotiation, and that they
could not accept a result Less ambitious than that achieved in
NAFTA. Mexico and Canada discussed several improvements to
the chapter, such as the idea of expanding the list of profes-
sions, drawn up in the early 90s, making it an open List and
even defending the idea of including some technical profes-
sions or people with certified work skills that were suggested
in the negotiations of other chapters—such as welding divers
in oil facilities.

The United States' refusal to have a chapter on the temporary
entry of professionals with specific objectives reached the last
phase of the negotiation, the ministerial negotiations, in which
it was decided to keep the chapter identical to how it was writ-
ten in NAFTA, to avoid accusations in the United States Congress.

Therefore, Chapter 16 of NAFTA is practically the same as Chap-
ter 16 of USMCA?, which represents a great opportunity forim-
provement in the future. It is not clear that this improvement
can be achieved in USMCA's revision in 2026, as there is much
concern about opening this discussion to renegotiation. Alter-
natively, a reactivation of the Temporary Entry Working Group
can be sought, from which improvements are proposed that
go through the USMCA Free Trade Commission without going
to Congress. Furthermore, some of the ideas exchanged during
the negotiation between Mexico and Canada can be taken up
in that context.

A more ambitious alternative that would require more lobby-
ing in the United States is to propose a strategy to partially
address the migratory pressure on Mexico's northern border
through improvements in the temporary entry of certain cat-
egories of Mexican business persons who can be approved in
the legislation of the United States, even outside the Treaty, in
exchange for the United States addressing Mexico's sensitivi-

4 Treaty between Mexico, the United States and Canada. Chapter 16. Available at: ttps://www.gob.mx/cms/uploads/attachment/file/465798/16€SPEntrada-

Temporal.pdf
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ties on other issues of the bilateral relationship. This will de-
pend on the position on migration by the Congress that is elect-
ed in 2024 and the political will to find innovative solutions to
the challenges of the complex relationship between Mexico
and the United States in labor, immigration, energy and trade
issues, to mention only those of a mainly economic nature.

References:
Treaty between Mexico, the United States and Canada.

Chapter 16. Available at: ttps://www.gob.mx/cms/uploads/
attachment/file/465798/16esPEntradaTemporal.pdf
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LABOR SHORTAGE,
IMMIGRATION, AND THE
TRADE NAFTA (TN) VISA

This article aims to understand the current labor shortage in
the United States, stating that the decrease in immigration is
a crucial factor in this shortage. As a solution, the greater use
of the TN Visa is proposed. Nevertheless, changing the U.S. im-
migration system in the near future to have more visas is ex-
pected to be very unlikely.

Labor Shortage in the United States

In recent years, the U.S. labor market has experienced an ev-
ident labor shortage due to diverse factors. This situation start-
ed even before the pandemic, primarily due to an aging work-
force, a decline in the national fertility rate, and a drop in
immigration rates.

After the pandemic, this shortage increased and persisted, as
many American workers opted for early retirement.2 Addition-
ally, the rise in unemployment beneficiaries in the U.S. has al-
lowed many workers to stay out of the labor market longer, to
wait for better jobs in terms of salary and working conditions.?

Asimple way to visualize this labor shortage is by comparing
job vacancies to the number of unemployed workers nation-
wide. Since 2018, the number of vacancies has been higher
than the total number of unemployed workers. When the econ-
omy shut down during the pandemic, many workers lost their
jobs, and this number increased significantly compared to va-
cancies. Since the economic reopening in May 2021, the num-
ber of vacancies has again exceeded that of unemployed work-
ers. In 2023, if all unemployed workers had decided to work,
there would still be, on average, approximately 3.2 million un-
filled jobs. In other words, for every unemployed worker in
2023, there were about 1.5 job vacancies.

José Ivan Rodriguez!

1 Research Scholar, Center for the United States and Mexico at Rice University's Baker Institute for Public Policy.

2 Miskanic, B.,Petroski-Nadeau, N.& Zhao, C. (2024, May 25). To Retire or Keep Working after a Pandemic? Federal Reserve Bank of San Francisco. https://
www.frbsf.org/research-and-insights/publications/economic-letter/2024/03/to-retire-or-keep-working-after-a-pandemic/#brandon-miskanic

3 Ferguson, S & Lucy, I. (2022, september 29) Data Deep Dive: How Government Benefits Programs Are Contributing to the Labour Shortage. U.S. Chamber
of Commerce. https://www.uschamber.com/workforce/data-deep-dive-how-government-benefits-programs-are-contributing-to-the-labor-shortage
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The civilian labor force participation rate measures the per-
centage of the population working or actively seeking work. In
recent years, this rate has declined significantly in the U.S..
Comparing February 2020 (63.4%), before the pandemic, with

February 2024 (62.5%), nearly 2.4 million workers are esti-
mated to be missing from the American economy. This shows
that the economy has fewer workers and has been unable to
fill job vacancies in recent years.
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Source: Prepared by José Ivéan Rodriguez-Sanchez with data from BLS

This labor shortage has increasingly put pressure on wages.
With a smaller pool of workers, companies have to compete
for them, and one way to do this is by offering higher wages to
retain or attract new workers. Moreover, the labor shortage
has caused supply chain disruptions, generating inflationary
strains and impacting the U.S. economy.*

Immigration

A critical factor in the U.S. labor shortage is the decline in im-
migration rates. The international net migration rate to the
U.S., which measures the difference between immigration and
emigration, began decreasing in 2017 due to the immigration
policies implemented that same year. This downward trend

4 Andrade, P. Brauning, F, Fillat, J.L. & Joaquim, J. (2024, January 16) Is Post-Pandemic Wage Growth Fueling Inflation? Federal Reserve Bank of Boston.
https://www.bostonfed.org/publications/current-policy-perspectives/2024/is-post-pandemic-wage-growth-fueling-inflation.aspx
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continued until 2021, causing a slowdown in the immigrant
population and workforce growth in the U.S.? In 2022 and
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2023, this rate increased again, but growth has remained be-
low the trend observed in 2016.

2010 2011 2012 2013 2014 2015

2016

2017 2018 2019 2020 2021 2022 2023

Source: Prepared by José lvan Rodriguez-Sanchez with data from Census Bureau y Moody's Analytics

An effective solution to the labor shortage would be to employ
more foreign workers in the American labor market through
the existing visa system. On one hand, these immigrants want
to work; on the other, the U.S. economy requires them. Improv-
ing the immigration system would positively impact the U.S.
economy, but such a step is not anticipated in the near future.

Theimportance of documented and undocumented immigrant
workers to the U.S. economy is undeniable and widely demon-
strated. For example, over the past two decades, immigrant
families have contributed to more than half of the labor force
growth in the U.S. Immigrant workers also contribute to the
Gross Domestic Product (GDP).% In 2013, it was estimated that
the U.S. economy grew by approximately 11% annually due to
the presence of these workers in the labor market, resulting in
a contribution of $3 trillion in 2023.7 It is expected that this
economic impact will continue over the next decade, as the

increase in migration will contribute an average of 0.2 per-
centage points to the annual growth rate of real 6DP.2

Just as the positive economic impact of immigrant workers has
been documented, there is also data on the effects of their de-
cline in the labor market. During 2020 and 2021, there was a
decrease of approximately 2 million working-age immigrant
workers due to the pandemic, leading to an annual loss of at
least 1.1% in the U.S. economy's GDp.°

The participation of immigrant workers in the U.S. labor mar-
ket has grown, from 14.8% in 2005 to 18.6% in 2023. Interest-
ingly, in some fundamental sectors, their participation has in-
creased significantly. For example, immigrants represent about
37% of the total workforce in agriculture, fishing, and forestry,
34% in construction and extraction, and 24% in healthcare
support.® In agriculture, 41% are undocumented, and 23%

5  Duzhak, E. (2023, February 27) The Role of Immigration in U.S. Labor Market Tightness. Federal Reserve Bank of San Francisco. https://www.frbsf.org/
research-and-insights/publications/economic-Letter/2023/02/role-of-immigration-in-us-labor-market-tightness/#:~:text=lmmigration%20
policies%20enacted%20after%20January%202017%20contributed%20t0%20the%20decline,in%20the%20U.S.%20labor%20market.

6  Orrenius, P. & Smith , C. (2020, April 9). Whithout Immigration, U.S. Economy will Struggle to Grow. Dallas Fed Economics: Federal Reserve Bank of

Dallas. https://www.dallasfed.org/research/economics/2020/0409

7 Borjas, G. (2013) Immigration and the American Worker. A Review of Academic Literature. Center of Immigration Studies. https://cis.org/Report/

Immigration-and-American-Worker

8  Congressional Budget Office (2024, February). The Budget and Economic Outlook: 2024 to 2034. https://www.cbo.gov/system/files/2024-02/59710-0ut-

look-2024.pdf

9  Rodriguez-Sanchez, J. (2022, June 14). Immigrants in Strategic Sectors of the U.S. Economy and America's Labor Shortage Crisis. https://www.
bakerinstitute.org/research/immigrants-in-strategic-sectors-of-the-us-economy-and-americas-labor-shortage-crisis

10 Bureau of Labor Statistics (2024, May 1). FOREIGN-BORN WORKERS: LABOR FORCE CHARACTERISTICS — 2023 (News Release). https://www.bls.gov/news.

release/pdf/forbrn.pdf
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have visas, mostly H-2A visas, meaning 64% are immigrants."*  matics (STEM), they represent approximately 23%, but are also
In the fields of science, technology, engineering, and mathe-  responsible for 36% of the country's innovation.*

Thousands of workers

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

==== Number of foreign workers Foreigners as a percentage of the labor force

Source: Prepared by José Ivéan Rodriguez-Sanchez with data from BLS.

These workers not only drive the U.S. economy but also their  participation rate is higher than that of U.S.-born workers. They
home countries’ economies by sending money to their families,  also consume, pay taxes, invest, and generate economic growth
contributing to greater economic dynamism. Their labor force  in various ways.

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Foreign born

Native born

Source: Prepared with data from BLS

11 U.S. DEPARTMENT OF AGRICULTURE (2023). Legal status of hired crop farmworkers, fiscal 1991-2020. https://www.ers.usda.gov/data-products/
chart-gallery/gallery/chart-detail/?chartld=63466

12 Anderson, S. (2023, January 12). Highly Skilled Immigrants Drive U.S. Innovation, Report Shows. https://www.forbes.com/sites/stuartander-
son/2023/01/12/highly-inventive-immigrants-also-make-natives-more-innovative/?sh=4197bf29324b y https://www.americanimmigrationcouncil.org/
research/foreign-born-stem-workers-united-states
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Labor Shortage in the U.S. and the TN
Visa

The labor shortage has become a growing problem in nearly
all sectors of the U.S. economy, such as agriculture, construc-
tion, hospitality, healthcare, technology, manufacturing, food
services, and landscaping.’ To understand this problem, we
will briefly discuss two of these sectors: healthcare and man-
ufacturing. For the former, it is estimated that by 2036, there
will be a shortage of up to 40,000 primary care physicians and
up to 86,000 doctors.'* Additionally, the shortage of nursing
staff is projected to peak in 2029, slightly decreasing to
338,000 by 2036.'® The manufacturing industry's shortage is

Unlocking North America’s potential:
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estimated to be around 2.1 million workers by 2030, signifi-
cantly impacting its economy.®

One way to avoid anticipated economic losses and alleviate the
labor shortage is to allow the hiring of foreign workers with
some type of visa. One proposal is to use the TN visa, which has
significant advantages over other types of visas. The TN visa
was founded with the North American Free Trade Agreement
(NAFTA) in 1994. Greater use of this visa could be vital in finding
and employing qualified workers. In recent years, this visa,
along with the H-2A visa, has had the highest growth rates in
issuance.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

~——H-1B ——H-2A H-2B ot

The TN visa serves temporary professionals from Canada and
Mexico who have been admitted to the U.S. as non-immigrant
workers, based on a list of 63 occupations. One issue that
should be rethought is this List's design and potential update.

In recent years, immigrants arriving in the U.S. have increased
their average educational level. The TN visa List generally re-
quires a university degree, so the change in educational dis-
tribution may favor its use, even if the list is not modified.

—TN

Source: Prepared with data from the U.S. Department of State

13 Payan, T.y Rodriguez-Sanchez, J. (2024, April 10). Migrant Workers' Vital Role in Agriculture: A Conversation with Alejandro Gutiérrez-Li. https://www.
bakerinstitute.org/research/migrant-workers-vital-role-agriculture-conversation-alejandro-gutierrez-Li

14 GlobalData Plc (2024, March). The Complexities of Physician Supply and Demand: Projections From 2021 to 2036. https://www.aamc.org/media/75236/

download?attachment

15 Health Resources & Services Administration (2024, July 22). Workforce Projections. https://data.hrsa.gov/topics/health-workforce/workforce-projections

16  Ashton, H., Moutray, C., Reyes, V. y Wegener, P. (2021, mayo, 4). Creating pathways for tomorrow's workforce today. https://www2.deloitte.com/us/en/

insights/industry/manufacturing/manufacturing-industry-diversity.html
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2005 2010

® Less than a High School Diploma
® High School Graduate, no College

Final Considerations

Thereis a significant labor shortage in the U.S., largely due to
the immigration decline of recent years. Immigrant workers
participate in essential industries of the U.S. economy, and their
labor participation has grown considerably, which is unlikely
to change in the near future. Since U.S. companies cannot find
workers, they should consider looking abroad, leveraging ex-
isting visa systems.

The TN visa could be a great way to contribute to this process.
It would be advisable to update its list to make it more flexible,
considering the sectors with the most significant labor short-
ages. In recent years, the use of this visa has grown significant-
ly. Increasing its use further could help in the development of
the North American Region and imply positive externalities for
Mexico as well. Ifits use is encouraged more, students consid-
ering the U.S. as a work option might be inclined to study de-
grees that are part of the list, and, if successful, they might
seek towork in the U.S. Otherwise, they can develop those skills
in Mexico, positively impacting the national economy. Further,
the Mexican university system must be strengthened so that
graduates can adapt to new technologies and the knowledge
required by U.S. companies.
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A SHARED FUTURE: KEY
UNDERSTANDING FOR
INTEGRATION

The trade agreement between Mexico, the United States, and
Canada (usMca) has played a fundamental role in promoting
economic growth, investment, and North America’s integration.
As the region navigates an evolving political dynamic and po-
tential regulatory changes, it becomes necessary to promote
solid risk management strategies and an understanding of the
political and economic areng, to safeguard the path to region-
al integration.

The possibility of Donald Trump returning to the U.S. presiden-
¢y has raised questions about the region's future, including
doubts about USMCA's future in particular. This has fueled con-
cerns about possible tariff impositions, rigid renegotiations, or
even the interruption of the agreement as we know it. This un-
certainty underscores the importance of analyzing and under-
standing political risks to ensure the strengthening of the
North American Region.

During USMCA'S negotiation, the administration of then-Pres-
ident Donald Trump initially proposed a five-year sunset clause
unless the three parties agreed to continue it. This proposal
was considered controversial as, if accepted, it would have cre-
ated uncertainty, possibly discouraging investment and medi-
um- and long-term planning. Finally, a 16-year sunset clause
was agreed upon, with a review every six years, which will take
place for the first time in 2026. To ensure that the agreement
works as intended, this will allow the parties to extend the
agreement if they wish to, it will also provide long-term guar-
antees, and allow reviews if the countries deem it necessary.

One of the most relevant elements in this context is the TN vi-
sa. It is a valuable tool for promoting labor integration and
facilitating continuous talent flow across borders. It recogniz-
es that the current labor market challenges are constantly
changing and, therefore, require serious, focused analysis.

1 Director, Connecting Mexico

Mariana Raphael'

Despite its practicality, two main limitations in obtaining this
visa have been observed over the years: the lack of information
about them, and the lack of updates to the professions to which
it applies. In this sense, one of the challenges is to strengthen
the advertisement of this tool, including informing workers
and employers of its existence and the requirements and ad-
vantages this visa encompasses. At the same time, in today's
global context, it is essential to rethink the List of professions
for which one can apply for this visa, so that more workers can
access it and meet the current labor demand in the United
States. The fact that the list has not been updated since the
original agreement (NAFTA), represents a significant gap con-
cerning the specific characteristics and needs of the current
labor market. It is necessary to address these deficiencies so
that TN visas can achieve their full potential to boost regional
labor mobility.

Nowadays, nearshoring is a regular theme in public conver-
sation. Specific requirements must be met for this phenomenon
to meet its generated expectations. Regarding Labor, the lack
of skilled labor in Mexico is a pressing situation. Making labor
integration in the region more dynamic is the best way to ad-
dress this problem, allowing us to meet market demands and
consolidate collaborative work between the three countries in
favor of greater competitiveness.

Staying informed in the field requires a deep understanding of
the interaction between the three countries' government pol-
icies, regulatory frameworks, and the private sector. By foster-
ing open dialogues and collaborations between companies,
policymakers, and the most relevant stakeholders, the different
actors can contribute their ideas to mitigate risks, opening new
opportunities for labor market integration.

Transparency is a fundamental facilitator in this effort, as time-
ly and complete data on labor supply and demand in the three
countries allow stakeholders to make informed decisions and
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capitalize on emerging opportunities for workforce mobility.
Promoting a more evidence-based dialogue will ensure that
investors and companies have access to the necessary infor-
mation needed to navigate the complexities of the regional
labor and migration market.

Additionally, it is crucial to forge strategic alliances between
governments, international organizations, educational insti-
tutions, and civil society for effective risk management and the
promotion of sustainable labor integration. To achieve this,
proactive measures to address labor migration, identify needs
at border entry points, and streamline procedures for integrat-
ing migrants into the labor market become indispensable.

Itis crucial to recognize and leverage Mexico's competitive ad-
vantages within the usMcA bloc. By identifying and promoting
these strengths, job creation can be fostered, and human cap-
ital exchange facilitated, amplifying benefits for the entire re-
gion.

As political matters specialists, we cannot overlook the global
context. As China's commercial expansion in the region adjusts
to new paradigms, we must observe the strategic interests of
stakeholders. This may involve regional and workforce dynam-
ics, navigating the complexities of an increasingly competitive
global labor market. Further, ensuring North America's con-
solidation as the world's most competitive region will require
coordinated efforts between the three countries to face global
challenges.

The path towards greater labor integration and mobility with-
in the framework of the USMCA is @ multifaceted effort that re-
quires solid political analysis with a forward-looking vision. It
demands a balance between risk prevention and mitigation,
while leveraging mobility, growth, and innovation opportuni-
ties. By promoting open dialogues, we at Connecting Mexico
are convinced that deep political understanding is key to gen-
erating resilient commercial strategies and thriving in a chang-
ing global landscape, aiming to deepen regional integration
and facilitate human capital free flow.

A USMCA review in 2026 that disrupts or weakens North Amer-
ican integration could hinder the development of companies
and sectors that rely on specialized labor. This could generate
political and economic instability in the region, deter foreign
direct investment in Mexico, inhibit migration dynamics, and
present new labor mobility challenges.

As the world continues to evolve and face new challenges, Mex-
ico, the United States, and Canada find themselves in a critical
affair. Their ability to resolve labor mobility will define the
workforce and regional integration trajectory, both necessary
to ensure North America converges as the world's most com-
petitive region. For Connecting Mexico, it is crucial to be an

human capital integration through the USMCA

active participant in the discussion to foster a fertile ground
for smooth cross-border movements, economic growth, and
multilateral cooperation throughout the region. Careful mon-
itoring and analysis by specialists will be crucial for stakehold-
ers to face changes and seize emerging opportunities.
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CHALLENGES, RISKS, AND
OPPORTUNITIES FROM THE
PERSPECTIVE OF LARGE
MULTINATIONAL
CORPORATIONS

José Manuel Bulas Montoro'

The global labor market has experienced accelerated trans-
formation in the last decade, especially following the coviD-19
pandemic. This evolution has highlighted a significant chal-
lenge: the talent shortage. The World Economic Forum esti-
mates that by 2030, over 85 million workers will be needed
worldwide, a number equivalent to the total population of Ger-
many alone.

This challenge becomes relevant as it can affect not only a
company's competitiveness but also cause disruptions in glob-
al supply chains. Besides the talent shortage, large companies
identify four main challenges for the future labor market: de-
mographics, geopolitics, training in the age of Artificial Intel-
ligence (A1), and demand for flexibility.

1. Demographics. According to data from the Milken Institute,
by 2030, there will be more people over 60 years old than
under 10 in the world's primary economies.® The popula-
tion pyramid inversion will force companies to adapt their
recruitment and talent retention strategies and rethink la-
bor benefits to attract a diverse and multigenerational
workforce. In addition, the extension of the working life pe-
riod will require flexible retirement policies and continuous
training programs, to ensure that older workers remain
productive and are appropriately equipped with the latest
technologies and skills.

1 Head of Corporate Affairs, CEMEX

2. Geopolitics. Global political and economic stability or in-
stability directly impacts business decisions, and, conse-
quently, influences the labor market. For example, trade
tensions between the United States and China, among oth-
er geopolitical factors, have led companies to need to relo-
cate their operations strategically. This phenomenon, also
known as Nearshoring, has generated various changes in
global supply chains and regional labor markets. In the
context of Mexico, the Council of Global Companies predicts
that Nearshoring will create over 3 million jobs in the next
decade, raising questions about the country's capacity to
meet this demand.*

3. Training in the Age of Al. Rapid technological evolution is
causing disruptions in labor markets, which vary by indus-
try. However, a common challenge across all sectors is
training talent in the age of artificial intelligence, as tech-
nology advances faster in some cases than companies and
universities can train their workforce. Addressing this chal-
lenge will require close collaboration between the public
and private spheres to design cutting-edge educational cur-
ricula that are meticulously tailored to the needs of the fu-
ture labor market.

4. Demand for Flexibility. The covip-19 pandemic and gen-
erational change have incited a growing demand for work

2 Meineke, M. (2024, April 28) The cybersecurity industry has an urgent talent shortage. Here's how to plug the gap. World Economic Forum. https://www.
weforum.org/agenda/2024/04/cybersecurity-industry-talent-shortage-new-report/#:~:text=The%20global%20talent%20shortage%2C%20

which,in%20the%20global%20cybersecurity%20industry.

3 Milken Institute (n.d.) Center for the Future Of Aging. https://milkeninstitute.org/centers/center-for-the-future-of-aging

4 Consejo de Empresas Globales (n.d.) Hacia una estrategia efectiva de relocalizacién de nuevas industrias en Norteamérica. Cémo aprovechar esta
oportunidad dnica e histdrica para México y la regidn. Retrieved from https://empresasglobales.com/wp-content/uploads/2023/06/Nearshoring-DIGITAL.

pdf
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flexibility, which has come with benefits, such as remote
work gaining importance. However, this shift raises signif-
icant questions for global companies on how to maintain
a strong organizational culture in a virtual environment
while recruiting the best talent without geographical lim-
itations.

To seize opportunities and address global labor market chal-
lenges, it is crucial to create conditions in North America that
facilitate talent mobility. This will not only strengthen the con-
nection between Mexico, the United States, and Canada but
also make the regional market more competitive.

From this perspective, the Mexican labor market plays a fun-
damental role in the current and future dynamics of the North
American labor market. The Mexican labor market stands out
for its global competitiveness, as evidenced by the country oc-
cupying first place among OECD countries with the highest
number of young technical graduates and third place with the
most university graduates.” This solid educational base, plus
the considerable amount of young talent available in Mexico,
provides the country with a significant competitive advantage,
especially in the context of the growing global talent shortage.
In this sense, the Mexican labor market has the potential to
emerge as a crucial talent provider for its North American
counterparts.

Toincrease regional competitiveness, North America must aim
to be not only the most integrated and dynamic in commercial
matters but also in labor matters. To achieve this goal, it is es-
sential to implement concrete strategies, such as: enhancing
and expanding the use of TN visas, creating North American
talent certifications, and promoting educational mobility..

1. Enhancing and Expanding the Use of TN Visas. It is crucial
to update the requirements and eligible professions for TN
visas to reflect labor market needs. In this regard, a com-
mittee can be established to periodically review the profes-
sions included in these visas, adapting them to the rapid
dynamism of the future labor market. This review should
be accompanied by a simplification of the application and
renewal processes, aiming to reduce wait times for appli-
cants.

2. North American Talent Certifications. Mexico, the United
States, and Canada should create mechanisms similar to
the "European Qualifications Framework" and the “Europe-
an Credit System for Vocational Education and Training" to
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promote regional recognition and mobility in Labor certifi-
cations. These certifications should cover not only highly
qualified professions but also those in high demand, such
as truck drivers, where, in Mexico and the United States
alone, over 100,000 drivers are needed to address market
shortages.® Additionally, a system for recognizing compe-
tencies acquired through work experience and non-formal
training should be established, ensuring that workers can
validate and transfer their skills across the North American
region.

3. Promoting Educational Mobility in North America. Edu-
cational mobility programs should be encouraged at all
levels, from undergraduate to top executives. This will fos-
ter market integration and contribute to the development
of a regional North American understanding. Universities
and vocational training centers should work closely with
companies, to design educational programs that meet la-
bor market needs, and prepare students to face future work
challenges. Furthermore, mechanisms for the recognition
of credits and academic degrees between North American
countries should be established, facilitating the transfer of
students and professionals among the region's education-
al institutions. This will enable individuals to acquire rele-
vant skills and knowledge for the global Labor market and
contribute to building a highly qualified and competitive
regional workforce.

The global labor market's challenges, risks, and opportunities
require a coordinated response from governments, companies,
and educational institutions in North America. In this sense,
Nearshoring and the upcoming USMCA review in 2026 repre-
sent a historic opportunity to promote strategies that facilitate
mobility and labor integration in the region. This achievement
will benefit both companies and workers, strengthening the
region's competitiveness and economic prosperity and consol-
idating us as the most competitive region in the world.
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GEOGRAPHY AND
DEMOGRAPHY ARE NOW

It is said that geography is destiny. Today, the demographic
composition of countries shows, as never before, a series of
significant challenges and opportunities. Aging and declining
populations in major economies are generating financial pres-
sures, productivity issues, and economic capacity constraints.

In the United States, for example, the civilian labor force de-
creased by half a million people last year. This is because the
baby boomers (the largest generation in history) are exiting
the labor market, while the younger Generation Z is replacing
them. This decline in the civilian labor force will continue for
at least the next ten years, until the children of millennials
grow up and enter the workforce.

An additional problem to the decreasing number of workers is
the increase in retirees due to an aging population. This simul-
taneously generates significant pressures on the public health
system and the pension system.

Despite this, consumption in the United States continues to
rise. Economic dynamism and growth persist. This has led to
an unprecedented situation: the labor market has more job
vacancies than unemployed people. In other words, even in a
hypothetical scenario where 100% of the population had a job,
there would still be hundreds of thousands of unfilled posi-
tions.

China faces an even greater problem. Its population is not on-
ly aging but also shrinking. Since 2017, China's birth rate has
dropped by around 70%. If it is @ problem today, in the coming
decades, it could become a catastrophe. If not efficiently re-
placed by technology, China's productive capacity will signifi-
cantly decline in the coming years, creating opportunities for
other economies to fill those gaps.

Mexico, on the other hand, has a healthy population pyramid
similar to China's 30 years ago. The average age in Mexico is

DESTINY

Pedro Casas Alatriste L.!

29 years old, eight years younger than the U.S. population and
ten years younger than the Canadian population. Additionally,
the total population continues to grow, and Mexico is one of
the OECD countries that produces the most engineers. Howev-
er, the new industries looking to establish or expand in Mexico
— semiconductors, electric vehicles, medical devices — seek
highly skilled and bilingual Labor, which is not necessarily
available in Mexico.

The United States wants, must, and needs to remain the world's
superpower, but it cannot achieve this alone. The USMCA, the
CHIPS & Science Act, and the Inflation Reduction Act are his-
toric trade and industrial policies, with the central goal of
reshoring industry in the country, anchored in North American
regional integration and distancing from China and other Asian
countries.

There are fiscal mechanisms, government support and invest-
ments, trade agreements, regional dialogue platforms, and in-
dustrial policies. What is missing? The people.

Migration policy in North America, as in any other region of the
world, coexists in two universes that do not always operate un-
der the same rules and logic: the political and the economic.

When we see the application of economic stimuli in the United
States and the dynamism of the American economy, also driv-
en by nearshoring, on a limited Labor force, the logical conse-
quence would be to attract labor capable of sustaining and
driving this system. In fact, that has been the winning formula
for the United States since its founding.

Additionally, Mexico needs to leverage U.S. knowledge, tech-
nology, and capital to propel accelerated and robust econom-
ic growth. The key Llies in integrating Small and Medium En-
terprises (SMEs) into regional value chains. For this, we need

1 Executive Vice President and General Director, American Chamber of Commerce Mexico.
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more people with binational connections to serve as bridges
for investment, knowledge, and capital.

Migration and labor mobility of our talent, at least as far as
the binational private sector is concerned, is an opportunity to
increase competitiveness. The private sectors of both countries
should bet on broader channels for the flow of talent. Concepts
such as circular and seasonal migration should be explored.
We must look much more into academic exchanges between
both countries, primarily by facilitating access to financing and
scholarships. We need to create professional certificates valid
throughout the region for agile and expedited talent exchange.
The next step to secure the era of North America is to facilitate
the mobility and employment and educational opportunities
of people between Mexico, the United States, and Canada. There
is no doubt that this is the next step on the agenda.

Unlocking North America’s potential:
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LABOR INTEGRATION IN
2050: DO WE HAVE THE
NECESSARY SKILLS?

Regional labor integration must effectively align the needs of
labor supply and demand. However, considering North Amer-
ica as a whole, the needs and processes of companies and em-
ployers can be incompatible. Trade agreements like the USMCA,
which include chapters to strengthen the regional labor mar-
ket, highlight the TN visa as a legal avenue for the labor mo-
bility of Mexican professionals.

Facilitators for overseas recruitment, such as Staffbridge,
streamline the search for Mexican talent. Despite this, obsta-
cles remain, such as differences in negotiation styles between
countries, provincial criteria, and gaps in candidate prepara-
tion. This raises an initial question about how well Mexico is
prepared to be a source of human capital for the region and
the world by 2050.

One of the main challenges is English proficiency. Despite be-
ing an educational priority in Mexico for years, English profi-
ciency has declined recently. According to the EF English Pro-
ficiency Index, in 2023, Mexico ranked 89th out of 113 countries
and 19th out of 20 in Latin America.? For candidates seeking
work permits in the region, not being proficient in English is
the main reason for being overlooked in recruitment process-
es and having their permits rejected by immigration authori-
ties. Educational institutions at all levels in Mexico must pri-
oritize improving students' English proficiency to facilitate their
future job searches.

The catalog of professions eligible for a TN visa is extensive,
but the criteria for some of them are more complex and labo-
rious. For instance, veterinary medicine requires passing an
English exam with a very low pass rate, specific provincial cri-
teria, and accreditation from only one Mexican university. For
headhunters, classifying applicants' talents is crucial, as the

1 Economic analyst, México, scomo vamos?
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negotiation style in the United States and Canada is strict if the
candidate does not meet all requirements. Employers do not
cooperate in the bureaucratic process, increasing the difficul-
ties for applicants, especially without intermediaries like Staff-
bridge.

Cultural diversity exists in the region, but by 2050, the agenda
should focus on the opportunities and legal tools available to
facilitate regional labor integration. The pandemic highlighted
labor shortages in some U.S. accupations, such as healthcare,
where around 85,000 positions remained unfilled post-pan-
demic. The pandemic's impact on the U.S. labor market rep-
resents an opportunity for Mexican professionals wishing to
work in healthcare. Obtaining a work permit in this sector is
not a major obstacle for applicants, as the TN visa List includes
occupations Like registered nurse, veterinarian, and dentist.
The three countries still need to adapt and modernize the cri-
teria and expand the number of universities authorized to con-
duct necessary exams for veterinarians and nurses to obtain
permits.

The perspective and experience of headhunters in modernizing
the TN visa List and criteria can and should be leveraged. To
align the needs of labor markets with cultural differences, the
current situation in each country must be considered. Other-
wise, negative stereotypes about labor migration will remain
the main obstacle to deeper integration. Agile, legal, and se-
cure talent exportation is the major bureaucratic challenge of
the coming years. Human capital ready to offer their skills
abroad must be compatible with the opportunities and work
permits available. With nearshoring, new professions in stra-
tegic sectors will be more crucial than ever, especially during
the 2026 review.

2 Education First. (2023). EF English Proficiency Index. Retrieved from: https://www.ef.com/assetscdn/wiBlwq6RdJvcDgbc8RrMd/cefcom-epi-site/

reports/2023/ef-epi-2023-english.pdf
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*Text prepared by the author based on Samantha Dfaz's® participation in the Forum “Immigration
on the Road: Labor Mobility in North America."
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PERSPECTIVES FROM
WASHINGTON - FROM
UNLIKELY TO POSSIBLE

Migration and labor mobility have always been controversial
topics in the United States, and it is unlikely they will cease to
be so. The complexity and sensitivity of the issue are under-
scored by the fact that the last time the U.S. Congress approved
a reform to the immigration system was in 1996.% The legisla-
tive paralysis over the past nearly 30 years does not reflect a
lack of interest or effort but rather the difficulty of negotiating
ameasure that can pass in a Congress with slim majorities.

Since the 1990s, every president has pledged to “resolve the
immigration crisis." Most Legislative proposals have included
a combination of measures to secure the border, such as in-
creasing Border Patrol personnel, using technology to detect
people crossing at ports of entry, and efforts to reduce or elim-
inate the employment of unauthorized workers. However, none
of these proposals have garnered sufficient support in Con-
gress. The reasons usually reflect the confrontation between
political parties. While Republicans have insisted on stronger
controls, Democrats have focused on the treatment of mi-
grants, especially the "Dreamers," who arrived with their fam-
ilies in childhood and do not know their countries of origin. In
terms of the labor market, the divisions are not as stark due
to the importance of unions in the Democratic coalition.

Recently, the narrative promoted by Republicans, which has
gained traction in the media, has centered on border security
or the “border crisis” instead of engaging in a comprehensive
conversation about how to respond to the historic flows of mi-
grants arriving in the U.S., not only from Mexico but from
across the hemisphere and the world. Many migrants are now
viewed by individuals and their representatives in Congress or
state governments as thieves, drug traffickers, or people seek-
ing to steal jobs from citizens or permanent residents, or a

1 Senior Associate, CSIS Latin America Program.
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combination of these characteristics. Compassion and recog-
nition of the situations driving migration have been largely
absent from media coverage. In terms of migrant flows, it is
undeniable that reforms to the system for processing asylum
seekers are essential to reduce the backlog of over three mil-
lion cases, a scale that is unsustainable.?

Former President Trump and the Republicans blame the Biden
administration for the border crisis. Indeed, a few months ago,
a bipartisan group in the Senate, including some very conser-
vative participants, negotiated a legislative proposal to change
the rules for processing applications to make them more dif-
ficult to obtain. However, when Trump expressed his opposition
just days before the Senate vote, many Republicans, not want-
ing to upset Trump and recognizing that there was no real
chance of the measure passing in the House, voted against the
compromise negotiated by their colleagues.

It is clear that for Republicans, electoral politics is more im-
portant than resolving the crisis they themselves identify as a
national security issue. Trump admitted that he preferred not
to give Democrats a victory than resolve what he himselfiden-
tifies as a significant danger, namely the criminality of mi-
grants.* Given this situation and the slim margins in the Sen-
ate (controlled by Democrats) and the House (controlled by
Republicans), it is impossible for a solution to emerge before
the November elections.

Unfortunately, it is important to emphasize that after the elec-
tions, resolving the problem is even less likely. With current
polarization, if the presidential election is decided in six or sev-
en states, it is almost certain that the new Congress will also

2 Center for Immigration Studies (s.f). Historical Overview of Immigration Policy Retrieved from: https://cis.org/Historical-Overview-Immigration-Policy

3 Transactional Records Access Clearinghouse (December , 2023). Immigration Court Backlog Tops 3 Million; Each Judge Assigned 4,500 Cases. Retrieved

from: https://trac.syr.edu/reports/734/

4 MSNBC. (February, 2024). Trump admits he ruined border deal to hurt Democrats [Video]. YouTube. https://www.youtube.com/watch?v=0gsRoo1be-U
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be divided, making it extremely difficult to secure the 60 votes
needed in the Senate to move legislation on this issue.

However, this does not mean that improving labor mobility in
North America, or at least between Mexico and the United
States, is impossible. In the agricultural sector, a key area of
regional integration since the implementation of NAFTA, there
are significant opportunities for ambitious reforms. In fact,
most of the fruit and vegetable cultivation and harvesting in
North America is done by Mexican workers, regardless of where
the produce is grown.

In the United States, there is a labor shortage in various sec-
tors, including agriculture. The American Farm Bureau Feder-
ation, a nonprofit organization representing farmers and rural
communities, estimates that there are 2.4 million jobs annu-
ally in the sector, but there are not enough workers to fill them.
Additionally, 75% of the workers come from Mexico and Latin
America. The domestic labor force (citizens or permanent res-
idents) willing to work in the fields is insufficient to meet the
demand. Strategies to ensure a year-round supply of fresh fruits
and vegetables include increasing mechanization for harvest-
ing, importing labor (under the H-2A temporary visa program),
or importing more produce. Under the H-2A visa, agricultural
laborers can work in planting, cultivating, and harvesting for
a limited period in the U.S. Employers must apply for permis-
sion to employ foreign workers and certify to the Department
of Labor (poL) that there is no domestic labor willing to take
the job. There is no limit to the number of H-2A visas available
each year; nearly 300,000 were issued in 2022. The expecta-
tion is that the number will continue to rise in the coming years,
given that resident workers in the U.S. (whether documented
or not) are getting older, less productive, or retiring.

Although there is no Limit to the number of visas that can be
issued, there are limits to the DOL's capacity to approve appli-
cations and conduct necessary inspections to confirm the need
forimported labor and ensure dignified treatment of workers.
Several legal reforms could streamline the application and
verification process. These reforms could be implemented in
2025 or 2026 if Congress acts in a coordinated manner and
prioritizes this issue over electoral politics.

For example, the DOL could develop a rating system allowing
employers with an "A" rating to self-certify their labor needs
and commitment to providing adequate housing for temporary
employees. Workers wishing to return to these "A" rated com-
panies could obtain multiple-entry visas instead of applying
for a visa each year. Most agricultural workers do not seek
permanent residence but rather access to the labor market for

human capital integration through the USMCA

a specified period. This measure would help ensure the tem-
porality of the work and the worker. By reducing the number
of companies and housing units to inspect, the program could
grow without the DOL personnel having to increase at the same
rate.

Second, experienced workers who have held H-2A visas in pre-
vious years could form complete teams (including workers,
supervisors, drivers, cooks, etc.) to respond to demand during
harvest times, moving from one farm to another during the
season. Industries Like mining and oil operate similarly, send-
ing entire teams to remote locations.

Third, the poL could promote or facilitate the use of recruit-
ment firms or associations for small and medium-sized enter-
prises that lack the infrastructure or experience to complete
migrant worker applications. Larger recruitment firms have
offices and HR policies that ensure better treatment of workers
and more efficient review and compliance systems. SMEs could
benefit from simplified processes to employ migrant workers
ethically.’ In this third option, the emphasis would shift from
the employer to the recruiter or contractor, who would also
need to be rated.

Mexican farmers also experience labor shortages and resent
their U.S. counterparts for attracting the best workers. Since
much of the crops in the U.S. and Mexico have complementa-
ry schedules, this third reform could alleviate labor shortages
in both countries if H-2A recruiters coordinated better with
their Mexican counterparts.

Historically, ambitious immigration policy reforms have been
nullified by partisan and electoral politics, and in the short
term, or at least until the November elections, this will not
change. However, with the inauguration of the new Congress,
there may be an opportunity to advance new measures to fa-
cilitate the temporary entry of agricultural labor into the U.S.
If representatives recognize the opportunity, the result could
be an orderly system that ensures year-round access to healthy
food and allows migrant workers to contribute to the regional
economy and social development.
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CHALLENGES, RISKS, AND
OPPORTUNITIES AT THE U.S.-
MEXICO BORDER

Mexico and the United States share a 3,145 km border with ap-
proximately 60 crossing points for people and goods. Around
80% of bilateral trade is conducted by Lland, involving the trans-
portation of goods via trucks and trains.

The border region is unique, hosting individuals who cross dai-
ly for work or commercial reasons, fostering intense social and
cultural integration. In addition to the movement of people and
commercial goods, the border dynamics encompass migration,
labor, water, energy, and security issues.

Constellation Brands (cB) is a company that produces beer in
Mexico using 100% Mexican Labor exclusively for the U.S. mar-
ket. c8's brands include Corona, Modelo Especial, Negra Mod-
elo, Victoria, and Pacifico.

The Mexico-U.S. border forms the regional base of CB's oper-
ations. cB utilizes two of the 60 border crossings: Piedras Ne-
gras, Coahuila, with Eagle Pass, and Nogales, Sonora. In No-
gales, cB transports inputs from the U.S. to Mexico and finished
products from Mexico to the U.S.

The southern U.S. border has been the main route for irregular
migration, primarily from Central America and Mexico. Signif-
icant migrant flows have occasionally led to the closure of
some border crossings, such as Eagle Pass, a key access point
for our product exchange. In December 2023, we worked with
various authorities and the private sector to request the re-
opening of this crossing.

From this experience, we learned the importance of close col-
laboration with federal and local authorities in both countries
to find political solutions and regulatory frameworks that pro-
mote safer and more efficient trade for legitimate businesses.
Border crossings must be modernized to improve commercial
processes, and the flow of migrants should not negatively im-
pact them. Keeping borders open and avoiding disruptions en-

1 Director of Government Relations, Constellation Brands (CB)

Eduardo del Valle!

sures the supply chains that support thousands of jobs on both
sides of the border remain intact.

The U.S. and Mexico are main trade partners, and authorities
in both countries must work closely to maintain an integrated
economy. The USMCA provides the guidelines and tools needed
to resolve disputes. Maintaining open communication and con-
stant cooperation between authorities ensures compliance with
trade agreements, reducing the risk of changes in commercial
regulations, tariffs, taxes, and other government measures that
could affect the flow of products and raw materials across the
border, as well as labor and operating costs. Imposing tariffs
and foreign trade taxes should also be avoided.

CB is an example of nearshoring. In the coming years, an in-
crease in the movement of people and goods is expected, which
for cB will mean working closely with governments and allies
in both countries to ensure greater availability of talent, infra-
structure, water, and energy to contribute to a highly compet-
itive border. Nearshoring presents challenges and opportuni-
ties in terms of talent, social mobility, and economic pressure
to expedite border trade. We have the opportunity to create a
strategy that considers the necessary mechanisms to ensure
sufficient water and energy, security, and infrastructure.

For cB, operating at the border means working in a naturally
complex environment with risks and multiple challenges, but
also with enormous opportunities.

+  Weare committed to long-term goals, including water and
environmental stewardship as part of CB's operations;

¢+ Qur interest is to offer a high-quality product that rep-
resents Mexico;
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* CBhas the will and capability to create opportunities for
everyone, generate community welfare, and grow alongside
our employees and communities.

The jobs created to produce and transport our beer are in Mex-
ico. Our employees are the true strength of the company; their
voices are a fundamental value. Constellation Brands is a com-
petitive company with a workplace culture based on inclusion
and diversity of thought. The most important value for CB is
the people, including those who work directly or indirectly in
our breweries and offices, as well as their families, neighbors,
friends, and communities.

One of the concerns for industries near the border is the short-
age and turnover of employees, which hinders the ability to
retain labor. The availability of talent at all Levels is a signifi-
cant challenge, especially for basic positions. Many companies
struggle to find personnel with the specific skills required. An-
other major challenge is attracting and strengthening the
workforce, ensuring the availability of talent.

In 2026, the first review of the usmMcA will take place, involving
new administrations in Mexico and the U.S. This review will
analyze the implementation and monitoring of the adopted
agreements.

In the labor sector, the review will highlight Chapter 23 and
the two rights established in Annex 23-A: authentic collective
bargaining and freedom of association, which aim to provide
greater certainty for workers. Beyond economic benefits, social
benefits must be ensured. The treaty also includes mechanisms
to guarantee labor rights, such as the rapid response mecha-
nism. This review is a challenge for the three involved countries
but also an opportunity to ensure the proper functioning of
supply chains.

In the Mexican Congress, there are pending Legislative propos-
als that, if approved, would impact workers' lives and compa-
nies' activities. These include:

¢ Increasing the minimum wage above inflation.

* Increasing the Christmas bonus from 15 to 30 days.

* Right for people over 65 to receive a pension equal to their
last salary.

* Reducing the workday.

¢ The "Chair Law," which prohibits workers from being re-
quired to stand for the entire workday.

+ Paternity leave.

FOURTH SECTION

If these proposals or parts of them are approved, the business
sector must find new ways to adapt to the new legal framework
while respecting workers' rights and remaining competitive in
the region for the benefit of all. Achieving these goals requires
close and ongoing collaboration with authorities in both coun-
tries and the establishment of necessary strategies and pro-
tocols to ensure that operations are not hindered.

Finally, in response to environmental and social challenges in
the border region, efforts to collaborate with federal and local
authorities in both countries must be intensified to build and
maintain partnerships that address the water crisis and other
environmental issues. Each company must take necessary ac-
tions to maintain environmental care and social welfare.

The future of companies operating in the Mexico-U.S. border
region will be influenced by their ability to adapt to changes.

Challenges can represent objectives, stimuli, and risks for us;
but opportunities represent the moments that call for action,
this is the moment to act.
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FOURTH SECTION

Unlocking North America’s potential:
human capital integration through the USMCA

MEXICO, THE USMCA
AND NORTH AMERICA
TOWARDS 2050

At this point, there are enough reasons to be optimistic about
the future of the United States-Mexico-Canada Agreement
(usmca) towards 2050. However, we cannot ignore the import-
ant lessons of realism from recent years that force us to rec-
ognize the challenges we will face in the next quarter of a cen-
tury.

If we had asked ourselves about the future of NAFTA in 2015,
we would surely have responded with optimism, and rightly so,
since there were many reasons to be optimistic.

Our trade with the United States had grown almost five times
since the treaty came into force, and almost seven times with
Canada. The United States was already our main trading part-
ner, concentrating 65% of our foreign trade. Canada was the
second largest trading partner of the United States and Mex-
ico the third. Furthermore, half of the foreign direct investment
in our country came from our partners in North America.

In Mexico, regional integration introduced profound and last-
ing changes: it promoted economic openness, exponentially
multiplied our exchanges and established the conditions to
attract investments from all over the world. In turn, it allowed
the consolidation of regional value chains in productive sectors
such as the automotive industry.

Akey factor for this integration's success has been the parallel
institutionalization of our binational relations in their different
areas. Mechanisms such as the High-Level Economic Dialogue
were created with the United States, as well as the Mérida Ini-
tiative or the Bicentennial Framework, in matters of security.
The Mexico-Canada Partnership was established to strength-
en our cooperation on strategic issues and the three countries
signed the Security and Prosperity Partnership of North Amer-
ica, which eventually became the North American Leaders
Summit.

Claudia Ruiz Massieu’

Despite this, in 2016 reality prevailed to remind us that region-
al integration is not a certainty that we can take for granted.
The election of Donald Trump as president implied the assump-
tion that conditions of relative stability could change from one
moment to the next. Trump attacked NAFTA since his election
campaign. And, after arriving at the White House, he decided
to renegotiate the conditions of the agreement.

The Trump administration also weakened the institutional
mechanisms of our binational relationship and ended the com-
partmentalization of strategic areas that had characterized it
for years: it imposed tariffs on Mexican steel and aluminum to
pressure the federal Executive to adopt immigration control
measures equivalent to assuming, in fact, the role of "safe third
country" for people who intended to enter the United States.

For more than two years, we negotiated a new trade and in-
vestments agreement. Thanks to a State effort, Mexico man-
aged to defend its interests to guarantee the continuity of re-
gional integration with the adoption of USMCA. In addition to
maintaining favorable market access conditions, the new Trea-
ty contemplated novel disciplines and established clear rules
for dispute-settlement that have proven to be effective.

In 2020, the arrival of Joe Biden to the White House allowed
our relationship with the United States to resume its institu-
tional form in areas such as the economy and security. How-
ever, some erratic decisions by the Mexican government have
caused unnecessary tensions with our largest trading partner
and weakened our ability to favorably influence American pub-
Lic opinion.

Likewise, in the last four years, Mexico has been immersed in
controversies motivated by fundamentally ideological govern-
ment decisions, which ignore the current conditions of produc-
tive sectors, and which are contrary to USMCA's spirit and the
obligations established therein. In energy, the anachronistic

1 Independent Senator and Chair of the Special Commission for Monitoring the Implementation of the USMCA
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boost to fossil fuels and the imposition of advantages for state
companies over private investments. In biotechnology, a vision
contrary to innovation and the evolution of agri-food systems
- with scientific support - that not only threatens their produc-
tivity, but also national food security itself.

In its article 34.7, USMCA foresees its termination in 2036, un-
less each Party confirms that it wishes to continue for another
16 years, that is, until 2052. In 2026, Mexico, the United States
and Canada will convene to make a joint revision of the agree-
ment's performance. And each State must confirm in writing
if it wishes to extend it from 2036 to 2052.

In other words: the Treaty provides for the possibility that any
of its members decide not to continue its validity after 2036.
Beyond the legal consequences that this would imply, the de-
cision would represent the end of the economic integration
project in North America, the most important political and
economic transformation in our modern history.

In this context, a possible victory of Donald Trump in the No-
vember elections puts the future of regional integration at risk.
The possibility of revising USMCA in 2026 could become an op-
portunity to question and even rethink, again, the terms of the
Treaty. The scenario is more complex if the Mexican govern-
ment in charge of managing this crisis does not have the con-
viction, experience or technical capacity to do so adequately.
Without the certainty of institutions, the uncertainty of per-
sonal political visions and decisions prevails.

The economic benefits of integration are unquestionable. How-
ever, some productive sectors —mainly in the United States
—nhave resented the advantages of free competition as a direct
threat. This motivates interests contrary to integration, which
can acquire increasingly greater political weight to the point
that they become decisive for the general perception of the
Treaty's future.

USMCA continuity must be a priority for the Mexican State. A
challenge that requires a domestic policy strategy —conven-
ing all the sectors involved, building consensus and strength-
ening government negotiation capacities—, and a foreign pol-
icy strategy —rebuilding our relationship with the United
States, deploying a comprehensive public diplomacy effort, and
deepening the institutionalization of the strategic areas of the
binational relationship—.

With a State-vision, the next government must build a solid
strategy to prepare our country for the review process of our
main trade agreement. It is essential to evaluate scenarios,
calibrate strategies, adopt forecasts and protect the productive
and social sectors that would be affected by a possible adverse
result.

FOURTH SECTION

If the Democratic Party's candidate achieves re-election, it will
be urgent to recover the focus on institutional cooperation in
all areas of our bilateral relationship. If Donald Trump returns
to the White House, we will need an unbeatable negotiating
team, in addition to building a broad network of strategic allies
inside the United States.

In any scenario, it will be essential for Mexico to recover its
capacity for dialogue at all levels: with the us Congress, the
private sector, local governments, universities and research
centers but, above all, with US society. It is essential to use pub-
lic diplomacy to convince American producers and consumers
of the undeniable advantages of regional integration.

If we want Mexico's history in North America towards 2050 to
be a success story, we must first successfully overcome the
2026 “customs”. USMCA's revision raises an uncertainty that
cannot simply be ignored, especially in the face of a possible
change of course in American politics starting in November.

Faced with this uncertainty, Mexico must adopt in time a com-
prehensive strategy that strengthens both its internal capabil-
ities and its position in the region. Rebuilding the relationship
with our partners and a firm commitment to public diplomacy
will be essential to ensure USMCA's future and guarantee a pros-
perous, inclusive, sustainable and lasting regional integration,
for the benefit of the three North American countries..
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FINAL REMARKS

human capital integration through the USMCA

LABOR MOBILITY IN NORTH AMERICA: DRIVING
GROWTH AND COMPETITIVENESS THROUGH
EFFICIENT USE OF REGIONAL HUMAN CAPITAL

The articles in this compendium highlight the economic de-
velopment opportunity that the North American region has if
we manage to integrate the labor markets of Mexico, the Unit-
ed States, and Canada. The commercial success of the United
States-Mexico-Canada Agreement (USMcA) reflects the com-
plementarity of these countries, providing an opportunity to
build a more resilient, competitive, and prosperous region. This
complementarity also extends to human capital and demo-
graphic dynamics, which, if properly harnessed, can drive re-
gional growth and improve the quality of Life for its inhabitants.

The usmca provides a solid and reliable framework that en-
sures certainty for economic activities in North America. This
treaty is an invaluable tool for promoting labor mobility, of-
fering a legal basis that facilitates the movement of workers
and professionals in the region. Maximizing the provisions of
the USMCA can create new opportunities for economic growth
and cooperation. To achieve effective labor integration in North
America, it is crucial to understand the demographic dynam-
ics and specific needs of our economies. A detailed analysis of
the population and labor market trends will enable us to de-
sign policies that adequately respond to the region’s demands.
This understanding is the foundation for any strategy aiming
to leverage available human capital.

Political challenges, including existing laws, regulations, and
policies, as well as entrenched mindsets, must be addressed
with determination. Reforming these areas is crucial to facili-
tate labor mobility and ensure that bureaucratic barriers do
not hinder the flow of talent in the region. Implementing flex-
ible and adaptive policies will help overcome these obstacles
and promote more agile integration.

Economic growth is a necessary condition for social progress,
and leveraging regional demographics can significantly boost
it. However, this growth must be sustainable and equitable to
be resilient in the face of new technological challenges and
those that can only be addressed in a collaborative environ-
ment.

The success of labor mobility in North America depends on
close collaboration between the government, the private sec-
tor, unions, and educational institutions. This synergy is es-
sential to create a labor environment that fosters economic

growth and competitiveness, ensuring that the policies imple-
mented are effective and sustainable in the long term. Coop-
eration between these sectors will enable a coordinated and
effective response to labor challenges.

By 2050, the region will face new political scenarios, techno-
logical challenges, and business needs that emphasize the ne-
cessity of @ common agenda to ensure that the preparation
and talents of workers are not hindered by the lack of legal
avenues for their professional training abroad. Medium, large,
and multinational companies with a presence in the North
American region must integrate tools that facilitate the legal
entry of workers into their long-term vision.

The need for continuous training, reskilling, and upskilling of
the workforce is an essential component to maintain the re-
gion's competitiveness. Investing in skill development will en-
able workers to adapt to the changing demands of the labor
market, fostering a resilient and highly skilled workforce. The
existence of specific education and training programs will be
key to preparing workers for the jobs of the future.

To sum up, labor mobility in North America is an unprecedented
opportunity to boost the region's economic growth and compet-
itiveness. By leveraging the framework provided by the USMCA,
understanding demographic and economic needs, overcoming
political challenges, fostering multisectoral collaboration, and
focusing on continuous training, it is possible to unlock North
America’s true potential. Only through a joint and coordinated
effort will we ensure that our region not only grows and prospers
but also becomes a model of sustainability and equity for the
world.

Adriana Garcia
Chief economist, México, ;cémo vamos?
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