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Introduction
North America faces a pivotal moment 
in energy and economic development. 
The United States, Canada, and Mexico 
possess complementary resources and 
industrial capacities that, when strategically 
integrated, would significantly enhance 
regional competitiveness globally. Despite 
differing domestic energy policies, the 
three nations share fundamental interests 
in strengthening manufacturing, securing 
energy supplies, and reducing dependence 
on distant supply chains.

Mexico’s position is particularly significant, 
as it navigates between its sovereign 
energy development goals and the 
opportunities presented by deeper 
regional integration. Through Plan Mexico, 
the current administration has outlined an 
ambitious economic transformation strategy 
that prioritizes manufacturing growth, 

critical mineral development, and energy 
security—priorities that align with US and 
Canadian interests in building more resilient 
regional supply chains.

This paper examines how these converging 
interests create a foundation for enhanced 
North American energy market integration, 
with specific focus on Mexico’s role and 
contribution. It demonstrates how strategic 
cooperation in key sectors—including 
natural gas, liquefied natural gas (LNG), 
electricity, semiconductors, electric mobility, 
and critical minerals—can position North 
America to compete more effectively 
against Asian industrial and technological 
dominance.

The evidence suggests that a coordinated 
approach to energy market integration 
would yield substantial economic benefits 
across North America, including increased 
investment in manufacturing, accelerated 
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technological innovation, and greater supply chain resilience. 
By leveraging existing trade frameworks while addressing 
emerging challenges, North America can forge a competitive 
advantage that benefits all three major powers while respecting 
their distinct policy approaches.

Converging interests:  
Finding strategic alignment amid political 
tensions

North American energy policy is undergoing fundamental 
changes as all three governments reshape their national 
priorities around economic sovereignty and industrial 
competitiveness. The United States has pivoted in its 
approach to energy diplomacy, with policy frameworks that 
place greater emphasis on maximizing domestic resources, 
including the potential to increase the US manufacturing base. 
Canada and Mexico have undertaken analogous shifts toward 
greater energy sovereignty—Canada through its expanded 
Critical Minerals Strategy and Clean Electricity Regulations 
aimed at reducing foreign dependence, and Mexico through 
increased state control over its electricity sector to prioritize 
energy independence and domestic manufacturing goals.

This new reality creates both challenges and opportunities 
for energy integration. While economic and strategic logic 
still points toward deeper cooperation, political realities 
now emphasize direct national interests over multilateral 
coordination. Yet beneath these surface-level tensions lies a 
remarkable alignment of strategic interests that could form the 
foundation for enhanced collaboration.

This alignment is evident in complementary nationalist visions 
that, despite different implementation approaches, converge 
on fundamental priorities. Donald Trump’s administration 
emphasizes “abundant, affordable, reliable, and secure” 
energy as essential for industrial renewal, while Claudia 
Sheinbaum’s Plan Mexico prioritizes energy sovereignty 
to strengthen manufacturing (17 percent of Mexico’s gross 
domestic product (GDP)) and develop strategic sectors like 
semiconductors.1 Both approaches target reducing industrial 

1.	 “Unleashing American Energy,” White House, January 20, 2025, https://www.whitehouse.gov/presidential-actions/2025/01/
unleashing-american-energy; “Plan México: Strategic Economic Development Plan,” Government of Mexico, January 2025, https://
www.planmexico.gob.mx.

2.	 “Semiconductor Devices in Mexico,” Observatory of Economic Complexity, 2023, https://oec.world/en/profile/bilateral-product/
semiconductor-devices/reporter/mex.

3.	 “AI Is Set to Drive Surging Electricity Demand from Data Centres While Offering the Potential to Transform How the Energy Sector 
Works,” International Energy Agency, April 10, 2025, https://www.iea.org/news/ai-is-set-to-drive-surging-electricity-demand-from-
data-centres-while-offering-the-potential-to-transform-how-the-energy-sector-works.

4.	 “The Cost Advantage in 2025: Why Manufacturing in Mexico Beats China,” North American Production Sharing, April 2, 2025, 
https://napsintl.com/mexico-manufacturing-news/the-cost-advantage-in-2025-why-manufacturing-in-mexico-beats-china/.

5.	 Andrew Chatzky, James McBride, and Mohammed Aly Sergie, “NAFTA and the USMCA: Weighing the Impact of North American 
Trade,” Council of Foreign Relations, July 1, 2020, https://www.cfr.org/backgrounder/naftas-economic-impact.

dependence on China and the geopolitical vulnerabilities this 
reliance creates—Plan Mexico targets semiconductor imports 
($1.49 billion imports vs. $115 million exports in 2023) while US 
policies identify critical mineral supply chains as vulnerable.2

These converging priorities reflect broader competitive 
pressures reshaping North American industrial strategy. The 
United States faces surging artificial intelligence (AI)-driven 
electricity demand, with data centers on course to account for 
almost half of electricity demand growth.3 Meanwhile, Mexico’s 
emergence as a cost-competitive manufacturing alternative, 
with labor costs 25 percent below China’s levels, creates 
opportunities for regional supply chain integration.4 

Most significantly, North America’s energy abundance has 
positioned the region as the world’s dominant energy exporter. 
The United States leads global LNG exports, Canada supplies 
critical oil and gas resources, and Mexico’s emerging Pacific 
Coast LNG projects will provide direct access to Asian markets. 
This collective export capacity creates shared prosperity 
through export revenues while offering democratic allies 
alternatives to authoritarian energy suppliers, transforming 
energy integration from an economic opportunity into a 
geopolitical asset.

Trade foundations: Building on NAFTA and 
USMCA for energy resilience

North American economic integration over three decades 
demonstrates the potential benefits of deeper energy 
collaboration, creating strategic advantages that extend 
beyond commerce to encompass regional security and 
shared prosperity. Since the 1994 implementation of the North 
American Free Trade Agreement (NAFTA), regional trade 
surged from $290 billion to more than $1.1 trillion by 2016, while 
US investment in Mexico grew from $15 billion to more than 
$100 billion. This transformation created integrated supply 
chains that fundamentally reshaped the regional economy 
while reducing collective vulnerability to external economic 
pressure and strengthening North America’s position vis-à-vis 
global competitors.5  

https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-american-energy
https://www.whitehouse.gov/presidential-actions/2025/01/unleashing-american-energy
https://www.planmexico.gob.mx
https://www.planmexico.gob.mx
https://oec.world/en/profile/bilateral-product/semiconductor-devices/reporter/mex
https://oec.world/en/profile/bilateral-product/semiconductor-devices/reporter/mex
https://www.iea.org/news/ai-is-set-to-drive-surging-electricity-demand-from-data-centres-while-offering-the-potential-to-transform-how-the-energy-sector-works
https://www.iea.org/news/ai-is-set-to-drive-surging-electricity-demand-from-data-centres-while-offering-the-potential-to-transform-how-the-energy-sector-works
https://napsintl.com/mexico-manufacturing-news/the-cost-advantage-in-2025-why-manufacturing-in-mexico-beats-china/
https://www.cfr.org/backgrounder/naftas-economic-impact
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The United States-Mexico-Canada Agreement (USMCA), 
which replaced NAFTA in 2020, maintained this trajectory 
while introducing important updates to address 21st-century 
economic challenges. The agreement preserved tariff-free 
treatment for most goods, including energy products, while 
introducing new provisions related to digital trade, intellectual 
property, and labor standards.

Energy trade has been particularly transformed by this 
integration process. The United States now exports significant 
volumes of natural gas to Mexico, with pipeline capacity 
exceeding 2.3 trillion cubic feet as of 2024. This represents 
a dramatic increase from approximately 333 billion cubic feet 
in 2010.6 Meanwhile, Mexico exports electricity to southern US 
states during peak demand periods, and Canada remains a 
critical supplier of hydropower to northern US regions. 

6.	 “U.S. Natural Gas Pipeline Exports to Mexico,” US Energy Information Administration, last visited August 28, 2025, https://www.eia.
gov/dnav/ng/hist/n9132mx2m.htm.

7.	 “Canada-Mexico Relations,” Global Affairs Canada, last visited August 28, 2025, https://www.international.gc.ca/country-pays/
mexico-mexique/relations.aspx?lang=eng.

This energy interdependence has enhanced regional security 
while reducing costs for consumers and businesses. However, 
North American integration operates through what analysts 
characterize as a hub-and-spoke model, with the United States 
serving as the central hub for both Canadian and Mexican 
energy flows. Canada exports more than 4.5 million barrels 
per day of crude oil and 6.1 billion cubic feet per day of natural 
gas to the United States, while direct Canada-Mexico energy 
trade remains minimal—a pattern that reflects both geographic 
realities and the structural logic of continental integration, 
rather than the absence of meaningful cooperation.7

The complexity of this arrangement stems from the fact 
that both Canada and Mexico maintain their most intensive 
relationships with the United States, while their respective 
energy priorities and strategic approaches often differ. This 
hub-and-spoke structure has enabled forms of cooperation 
that transcend direct bilateral flows, as evidenced by Canadian 

Figure 1. US natural gas exports to Mexico (2010-2024)

Source: “U.S. Natural Gas Pipeline Exports to Mexico,” US Energy Information Administration, last visited September 23, 2025,  
www.eia.gov/dnav/ng/hist/n9132mx2a.htm
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companies such as TC Energy and Enbridge becoming integral 
participants in Mexico’s energy infrastructure development.

This hub-and-spoke architecture has delivered substantial 
benefits, creating a more integrated and resilient North 
American energy system while strengthening bilateral 
economic ties. However, the strategic value of this integration 
becomes most apparent when viewed against persistent 
external dependencies that continue to challenge regional 
economic security. Despite decades of NAFTA and USMCA 
integration, both the United States and Mexico remain 
significantly dependent on distant supply chains.

Current trade patterns and Chinese dependencies
Both the United States and Mexico maintain substantial trade 
deficits with China. Mexico’s imports from China reached 
$91.5 billion in 2023, representing 17 percent of Mexico’s 
total imports.8 Similarly, the US goods trade deficit with China 
exceeded $282 billion in 2023.9 These patterns reveal a 
continued dependence on Chinese manufacturing that 
undermines both US and Mexican industrial strategies and 
national security objectives.

The scale of this dependence is striking. According to 
Mexico’s trade data, imports from China are nearly twice 
larger than its imports from Europe.10 This dependency 
extends across strategic sectors that form the backbone of 
North American manufacturing competitiveness: electronics 
and semiconductors essential for automotive and defense 
applications, industrial machinery critical for energy 
infrastructure development, and automotive components that 
support Mexico’s largest export industry. 

The semiconductor sector exemplifies this vulnerability. 
Mexico’s semiconductor trade deficit with China reached 
$1.37 billion in 2023, representing a strategic vulnerability 
for its manufacturing sector—particularly in the automotive 
and electronics industries, which were severely disrupted by 
semiconductor shortages during the COVID-19 pandemic.11 
Chinese dominance in semiconductor manufacturing and 
packaging creates both economic and security concerns for 
North America.

This situation presents both a challenge and an opportunity. By 
redirecting imports to regional production through nearshoring 

8.	 “Mexico’s Imports from China,” Observatory of Economic Complexity, 2023. https://oec.world/en/profile/country/mex.
9.	 “US’s Imports from China,” The Observatory of Economic Complexity, 2023. https://oec.world/en/profile/country/usa?selector400id=1. 
10.	 “About México,” Data México, Govenrment of Mexico, last visited August 28, 2025, https://www.economia.gob.mx/datamexico/en/

profile/geo/mexico.
11.	 Agustín Filippo, et al., “Oportunidades para México en la Cadena Global de Semiconductores,” Inter-American Development 

Bank, July 24, 2024, https://blogs.iadb.org/innovacion/es/oportunidades-para-mexico-en-la-cadena-global-de-semiconductores/.
12.	 Karen Lellouche Tordjman, et al., “The Shifting Dynamics of Nearshoring in Mexico,” Boston Consulting Group, September 5, 2024, 

https://www.bcg.com/publications/2024/shifting-dynamics-of-nearshoring-in-mexico.

initiatives, both the United States and Mexico could strengthen 
manufacturing bases while reducing external dependencies.

Nearshoring opportunities
The disruption of global supply chains during the pandemic, 
combined with increasing geopolitical tensions, has 
accelerated interest in nearshoring—relocating production 
closer to end markets. Far from a temporary adjustment, 
nearshoring represents a strategic imperative for North 
American economic security, offering the potential to reclaim 
industrial leadership in critical sectors.

Nearshoring’s strategic value lies not just in shorter sup-
ply chains, but in the opportunity to leverage North Ameri-
ca’s unique competitive advantages—abundant energy re-
sources, technological innovation, and integrated markets—to 
challenge Asian manufacturing dominance. Mexico’s geogra-
phic proximity to the US market, competitive labor costs, and 
established manufacturing capabilities create advantages for 
nearshoring. The country’s existing industrial clusters in sec-
tors such as automotive, aerospace, and electronics provide 
foundations for expanded production. Meanwhile, the USM-
CA’s rules of origin provisions create incentives for localizing 
supply chains within North America.

However, energy emerges as the decisive enabling factor that 
can transform nearshoring from an option into a competitive 
necessity. The development of integrated energy markets 
is critical to capitalizing on these nearshoring opportunities. 
Energy-intensive industries require reliable and affordable 
energy supplies, and North America’s integrated energy 
abundance—from US shale gas to Mexico’s renewable 
potential—can provide cost advantages that Asian competitors 
cannot match. As noted in a Boston Consulting Group report, 
companies are considering factors such as access to reliable 
and affordable energy, skilled labor, regulatory predictability, 
and proximity to end markets in their nearshoring decisions.12 

By developing integrated energy markets that provide reliable, 
affordable supplies across North America, the region can utilize 
its energy advantages to attract investment in key industrial 
sectors while systematically reducing dependence on distant 
suppliers. This positions energy integration not merely as 
economic policy, but as industrial strategy that strengthens 
North American competitiveness in the global arena.

https://oec.world/en/profile/country/usa?selector400id=1
https://www.economia.gob.mx/datamexico/en/profile/geo/mexico
https://www.economia.gob.mx/datamexico/en/profile/geo/mexico
https://blogs.iadb.org/innovacion/es/oportunidades-para-mexico-en-la-cadena-global-de-semiconductores/
https://www.bcg.com/publications/2024/shifting-dynamics-of-nearshoring-in-mexico


Forging the North American advantage

5ATLANTIC COUNCIL

Strategic sectors for integration
North American natural gas: Creating value through 
regional integration
Natural gas infrastructure expansion creates opportunities 
for enhanced regional energy security while reducing 
dependence on imported energy technology. Beyond pipeline 
connections that have transformed US-Mexico energy trade, 
new LNG export facilities on Mexico’s Pacific Coast provide 
strategic benefits globally. 

Fitch Ratings data confirm Mexico’s reliance on US natural gas, 
with imports supplying more than 70 percent of consumption 
and fueling 60 percent of electricity generation—creating 
both opportunity and vulnerability. Despite PEMEX producing 
95 percent of national gas output, domestic production has 

13.	 “Mexico’s Reliance on U.S. Natural Gas to Grow Amid Rising Trade Tensions,” Fitch Ratings, February 20, 2025, https://www.fitchratings.
com/research/corporate-finance/mexicos-reliance-on-us-natural-gas-to-grow-amid-rising-trade-tensions-20-02-2025#.

14.	 “El Gas Natural, Pilar en la Transición Energética,” PEMEX, April 21, 2025, www.pemex.com/saladeprensa/mix_energetico/Paginas/
me_2025-06.aspx.

declined since 2010, with extensive cross-border pipelines 
(19,000 kilometers) facilitating US imports.13 

Notably, PEMEX has recognized natural gas’s critical role as 
a transition fuel, acknowledging its lower carbon intensity 
compared to other fossil fuels and its importance for supporting 
Mexico’s energy security while complementing renewable 
energy development.14 

A key development in Mexico’s natural gas infrastructure is 
the Puerta al Sureste (Southeast Gateway) pipeline, which 
began operations in July 2025 after the Federal Electricity 
Commission (CFE) made its first payment for natural gas 
transport services in May. This $3.9-billion project—completed 
13.33 percent under its original $4.5-billion budget—
constructed by TC Energy and CFE will transport 1.3 billion 
cubic feet of natural gas daily from Texas through an offshore 
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Figure 2. Mexico LNG export facilities (operating, under construction, and proposed)

Source: North America’s LNG export capacity is on track to more than double by 2028, US Energy Information Administration, updated 
September 6, 2024, https://www.eia.gov/todayinenergy/detail.php?id=62984. 

https://www.fitchratings.com/research/corporate-finance/mexicos-reliance-on-us-natural-gas-to-grow-amid-rising-trade-tensions-20-02-2025#:~:text=Mexico's Reliance on U.S. Natural Gas to Grow Amid Rising Trade Tensions,-Thu 20 Feb&text=Fitch Ratings%2DToronto%2FChicago%2D,infrastructure expansion%2C says Fitch Ratings
https://www.fitchratings.com/research/corporate-finance/mexicos-reliance-on-us-natural-gas-to-grow-amid-rising-trade-tensions-20-02-2025#:~:text=Mexico's Reliance on U.S. Natural Gas to Grow Amid Rising Trade Tensions,-Thu 20 Feb&text=Fitch Ratings%2DToronto%2FChicago%2D,infrastructure expansion%2C says Fitch Ratings
https://www.pemex.com/saladeprensa/mix_energetico/Paginas/me_2025-06.aspx
https://www.pemex.com/saladeprensa/mix_energetico/Paginas/me_2025-06.aspx
https://www.eia.gov/todayinenergy/detail.php?id=62984


Forging the North American advantage

6ATLANTIC COUNCIL

route spanning 715 kilometers to reach Coatzacoalcos in 
Veracruz and Dos Bocas in Tabasco.15 The pipeline represents 
a strategic expansion of the existing Tuxpan-Texas system and 
has become instrumental in providing affordable energy to 
the southeast, powering CFE’s electricity plants and the Dos 
Bocas refinery while supporting industrial development along 
the Interoceanic Corridor of the Isthmus of Tehuantepec.16 This 
infrastructure addresses a critical need for reliable energy 
access in a historically underserved region, while catalyzing 
economic growth and reducing poverty through industrial 
expansion and job creation.

Mexico’s LNG export capacity is also developing rapidly, with 
multiple projects at various stages. Sempra’s Energía Costa 
Azul (3.3 million tons per annum (MTPA)) in Baja California 
has reached 92-percent completion and is expected to 
begin commercial operations in spring 2026. Mexico 
Pacific’s Saguaro Energia LNG (15 MTPA) in Sonora continues 
development as a major export facility. Several additional 
projects—including Amigo LNG (7.8 MTPA) in Guaymas, Vista 
Pacifico (4 MTPA), and others—could collectively add more 
than 50 MTPA of export capacity by 2030.17 

Industry analysts and energy market observers highlight 
Mexico’s west coast LNG projects’ significant geographic 
advantages. Projects like Energía Costa Azul can access 
Asian markets directly without transiting the Panama Canal, 
substantially reducing shipping costs and transit times 
compared to US Gulf Coast exports. This positioning creates 
opportunities for complementary development rather than 
direct competition with US Gulf Coast facilities, potentially 
strengthening North America’s collective position in global 
LNG markets while enhancing energy security for Asian allies 
seeking diversified supply.

Building Mexico’s west coast LNG projects would carve 
new export pathways for US gas producers in the Permian 
Basin, which stand to benefit significantly from near-zero or 
even negative prices at the Waha hub in West Texas. This 

15.	 “Gasoducto Puerta al Sureste Inicia Operaciones,” Industry & Energy Magazine, July 2, 2025, https://energymagazine.mx/2025/07/
gasoducto-puerta-al-sureste-inicia-operaciones; “TC Energy Prevé Aumentar la Producción del Gasoducto ‘Puerta al Sureste’ de 
Texas-Tuxpan,” Financiero, March 11, 2025, https://www.elfinanciero.com.mx/economia/2025/03/11/tc-energy-preve-aumentar-la-
produccion-del-gasoducto-puerta-al-sureste-de-texas-tuxpan/#.

16.	 “Southeast Gateway Gas Pipeline,” Global Energy Monitor, last visited May 19, 2025, https://www.gem.wiki/Southeast_Gateway_
Gas_Pipeline.

17.	 Nancy Velasquez, “Mexico’s Energy Sector under the Sheinbaum Administration (2024–2030),” Japan Organization for Metals and 
Energy Security, December 19, 2024, https://oilgas-info.jogmec.go.jp/_res/projects/default_project/_page_/001/010/284/241219_
Research2.pdf.

18.	 “Major New US Industry at a Crossroads: US LNG Impact Study—Phase 2,” S&P Global, March 6, 2025, https://www.spglobal.com/
en/research-insights/special-reports/major-new-us-industry-at-a-crossroads-us-lng-impact-study-phase-2.

19.	 “Mexico’s 2024–2025 Energy Reform: Implications for Private Sector Participation in the Power Sector,” International Trade 
Administration, last visited August 28, 2025, https://www.trade.gov/market-intelligence/mexico-energy-sector-reform.

20.	 “National Electric System Development Program 2024–2038,” Mexico Ministry of Energy, May 31, 2024 https://www.gob.mx/
sener/articulos/programa-de-desarrollo-del-sistema-electrico-nacional-2024-2038. 

infrastructure buildout would create compelling economics 
for Mexican LNG exports, while also aligning with the US 
administration’s energy dominance strategy..

Further integration of LNG infrastructure offers substantial 
benefits for Mexico’s energy security and economic growth. 
An S&P Global impact study indicates that LNG exports to 
Asian markets could generate billions in economic value 
while creating thousands of jobs across the supply chain.18 
Additionally, by facilitating natural gas use in place of 
higher-carbon fuels in destination markets, these exports 
can contribute to global emissions reduction goals while 
strengthening North American energy cooperation and 
competitiveness.

Cross-border electricity markets: Improving system 
efficiency and security
Though Mexico has shifted toward greater state control of 
its electricity sector through recent reforms, opportunities 
for targeted integration remain. Mexico’s electricity reform, 
enacted in March 2025, restructures the sector to favor the 
state-owned CFE but preserves space for private-sector 
participation. Under the new framework, at least 54 percent 
of electricity must come from CFE plants, leaving up to 46 
percent for private producers.19 

Facing this system, which is interconnected with that of 
the United States, is growing electricity demand on both 
sides of the border, partly driven by industrial expansion 
and electrification trends. Mexico’s demand is projected to 
increase by approximately 38 percent through 2038, requiring 
significant new generation capacity.20 Similarly, US demand 
growth—particularly for data centers—necessitates substantial 
investments in generation and transmission.

The North American Renewable Integration Study conducted 
by the National Renewable Energy Laboratory found that 
“increasing electricity trade and expanding transmission could 
have significant benefits.” Specific benefits identified include:

https://energymagazine.mx/2025/07/gasoducto-puerta-al-sureste-inicia-operaciones
https://energymagazine.mx/2025/07/gasoducto-puerta-al-sureste-inicia-operaciones
https://www.elfinanciero.com.mx/economia/2025/03/11/tc-energy-preve-aumentar-la-produccion-del-gasoducto-puerta-al-sureste-de-texas-tuxpan/#:~:text=El gasoducto 'Puerta al Sureste,de TC Energy%2C Fran%C3%A7ois Poirier
https://www.elfinanciero.com.mx/economia/2025/03/11/tc-energy-preve-aumentar-la-produccion-del-gasoducto-puerta-al-sureste-de-texas-tuxpan/#:~:text=El gasoducto 'Puerta al Sureste,de TC Energy%2C Fran%C3%A7ois Poirier
https://www.gem.wiki/Southeast_Gateway_Gas_Pipeline
https://www.gem.wiki/Southeast_Gateway_Gas_Pipeline
https://oilgas-info.jogmec.go.jp/_res/projects/default_project/_page_/001/010/284/241219_Research2.pdf
https://oilgas-info.jogmec.go.jp/_res/projects/default_project/_page_/001/010/284/241219_Research2.pdf
https://www.spglobal.com/en/research-insights/special-reports/major-new-us-industry-at-a-crossroads-us-lng-impact-study-phase-2
https://www.spglobal.com/en/research-insights/special-reports/major-new-us-industry-at-a-crossroads-us-lng-impact-study-phase-2
https://www.trade.gov/market-intelligence/mexico-energy-sector-reform
https://www.gob.mx/sener/articulos/programa-de-desarrollo-del-sistema-electrico-nacional-2024-2038
https://www.gob.mx/sener/articulos/programa-de-desarrollo-del-sistema-electrico-nacional-2024-2038
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	y reduced system costs through sharing of diverse 
energy resources across regions;

	y enhanced renewable energy integration through 
geographic smoothing (reducing variability when 
wind and solar generation is spread across different 
locations) of variable generation;

	y improved system reliability through increased resource 
adequacy (ensuring sufficient generation capacity to 
meet peak demand); and

	y economic benefits totaling $10–30 billion from 
international transmission expansion.21 

Cross-border transmission development represents a 
particularly promising opportunity. Plan Mexico includes a 
$7.5-billion investment in transmission infrastructure, which 
could incorporate cross-border considerations.22 Expanded 
transmission interconnections between the United States and 
Mexico could enable greater electricity trade while enhancing 
system reliability.

Specific transmission corridor opportunities include the 
following.

	y Baja California-California: Strengthening the existing 
connection to enable greater renewable energy 
exchange.

	y Sonora-Arizona: Developing new connections to 
leverage Sonora’s substantial solar resources.

	y Northeast Mexico-Texas: Expanding capacity between 
Tamaulipas/Nuevo León and the Electric Reliability 
Council of Texas (ERCOT) system.

By developing these interconnections, North America can 
create more resilient and secure electricity systems.

Semiconductor industry development: Positioning 
North America in global value chains
Perhaps no sector better illustrates the potential for strategic 
alignment than semiconductors. Both the United States and 
Mexico have identified chip manufacturing as crucial for 
economic security and technology leadership. The US CHIPS 

21.	 “North American Renewable Integration Study Highlights Opportunities for a Coordinated, Continental Low-Carbon Grid,” 
National Renewable Energy Laboratory, June 24, 2021, https://www.nrel.gov/grid/news/program/2021/north-american-renewable-
integration-study-highlights-opportunities-for-a-coordinated-continental-low-carbon-grid.

22.	 “Mexico’s Energy Sector under the Sheinbaum Administration (2024–2030).”
23.	 Rodrigo Riquelme, “Los Chips Entran en el Plan México de Claudia Sheinbaum,” Economista, January 15, 2025, https://www.

eleconomista.com.mx/empresas/chips-entran-plan-mexico-claudia-sheinbaum-20250115-742062.html.
24.	 Filippo, et al., “Oportunidades para México en la Cadena Global de Semiconductores.”
25.	 Paul Triolo, “Building a Long-term North American Semiconductor Ecosystem,” Brookings, March 5, 2025, https://www.brookings.

edu/articles/building-a-long-term-north-american-semiconductor-ecosystem/.
26.	 Ibid.

and Science Act provides more than $52 billion for domestic 
semiconductor production, while Plan Mexico explicitly targets 
semiconductor development as a strategic priority, with the 
goal of “doubling the value of semiconductor exports and 
attracting approximately $10 billion in foreign investment in 
assembly and testing operations.”23 

Mexico already participates in the semiconductor global 
value chain, primarily in the backend assembly and testing 
phase. Major companies with operations in Mexico include 
Intel in Guadalajara (design), Skyworks in Mexicali (backend), 
Texas Instruments in Aguascalientes (backend), and Infineon 
in Tijuana (backend).24 These existing operations provide a 
foundation for expanded participation.

The CHIPS and Science Act includes provisions specifically 
designed to support international cooperation on 
semiconductor supply chains. Through the International 
Technology Security and Innovation (ITSI) Fund, the United 
States is investing $500 million over five years to “facilitate 
collaboration with international partners to enhance global 
semiconductor supply chain security and diversification.”25 
Mexico is a key partner in these efforts, with initiatives 
focused on workforce development and supplier ecosystem 
development.

A March 2024 partnership between the US Department of 
State and the Mexican government exemplifies this approach, 
focusing on “exploring opportunities for expanding and 
diversifying the global semiconductor ecosystem.” Key 
elements include the following:

	y comprehensive assessment of Mexico’s existing 
semiconductor industry;

	y workforce development programs, including Arizona 
State University’s “English for the Semiconductor 
Industry” course; and

	y identification of opportunities for Mexican companies in 
the North American semiconductor supply chain.26

Mexico’s role in the semiconductor supply chain could be 
particularly valuable in two complementary areas: legacy 
chips and advanced packaging and testing (ATP). For legacy 

https://www.nrel.gov/grid/news/program/2021/north-american-renewable-integration-study-highlights-opportunities-for-a-coordinated-continental-low-carbon-grid
https://www.nrel.gov/grid/news/program/2021/north-american-renewable-integration-study-highlights-opportunities-for-a-coordinated-continental-low-carbon-grid
https://www.eleconomista.com.mx/empresas/chips-entran-plan-mexico-claudia-sheinbaum-20250115-742062.html
https://www.eleconomista.com.mx/empresas/chips-entran-plan-mexico-claudia-sheinbaum-20250115-742062.html
https://www.brookings.edu/articles/building-a-long-term-north-american-semiconductor-ecosystem/
https://www.brookings.edu/articles/building-a-long-term-north-american-semiconductor-ecosystem/
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chips—older-generation semiconductors that remain essential 
for automotive and industrial applications—Mexico could 
develop manufacturing capabilities that don’t require cutting-
edge processes but remain critical for many industries. 
Simultaneously, Mexico could leverage its established 
backend expertise to address a critical North American 
vulnerability: the need to ship US-manufactured advanced 
chips to Asia for packaging, as seen with TSMC’s Arizona 
facility that must send chips to Taiwan for proprietary chip-on-
wafer-on-substrate (CoWoS) packaging. By developing these 
complementary capabilities rather than competing directly 
with US advanced manufacturing, Mexico could strengthen 
regional supply chains while creating high-quality jobs and 
reducing dependence on Chinese semiconductor imports 
across multiple segments of the value chain.

Electric vehicle manufacturing: Capitalizing on regio-
nal advantages
The transition to electric vehicles (EVs) represents a strategic 
opportunity for North American integration, transcending 
short-term policy differences to build long-term competitive 
advantage. While Chinese brands now account for 
approximately 8 percent of Mexico’s total automotive market 
share, this growing presence underscores the strategic 
imperative for deeper North American collaboration.27

Economic analysis demonstrates that the global EV market is 
projected to grow from $437.62 billion in 2024 to $1.1 trillion by 
2032, creating substantial economic opportunities regardless 
of regulatory approaches.28 Industry economics naturally 
favor EV adoption, as studies show EVs’ simplified drivetrains 
contain approximately 90 percent fewer components than 
internal combustion engines, resulting in 30–40-percent lower 
maintenance costs and improved reliability.29 These structural 
advantages will drive manufacturer investment and consumer 
adoption even in periods of fluctuating policy support.

Mexico’s role in this transition is already substantial and is 
rapidly expanding. The country has leveraged its established 
automotive manufacturing base to become a key production 
hub for EVs, with major operations including General Motors, 
Ford, and Stellantis facilities producing vehicles primarily for 
export.30 This manufacturing growth is reinforced by Plan 

27.	 “Light Vehicle Sales in Mexico Slip 0.6% in July, 2025,” China EV News, August 5, 2025, www.chinaevs.org/news/2025/1056.html.
28.	 Diana E. Páez, “Staying in the Fast Lane: Why North America Can’t Afford to Slow Down on Electric Vehicles,” Brookings, March 5, 

2025, www.brookings.edu/articles/staying-in-the-fast-lane-why-north-america-cant-afford-to-slow-down-on-electric-vehicles/.
29.	 Thomas Gersdorf, et al., “The Road Ahead for E-mobility,” McKinsey & Company, January 27, 2020, https://www.mckinsey.com/

industries/automotive-and-assembly/our-insights/the-road-ahead-for-e-mobility.
30.	 “Mexican Automotive Industry Report,” Prodensa, March 10, 2025, https://www.prodensa.com/insights/blog/mexican-automotive-

industry-report-2024.
31.	 “Plan México: Strategic Economic Development Plan.”
32.	 Ibid.

Mexico’s ambitious 2030 goals, which include increasing 
national content in vehicles by 15 percent through import 
substitution and developing domestic battery cell production 
capabilities.31 

One project represents a particularly significant initiative 
within Mexico’s electromobility strategy. Olinia, a 100-percent 
Mexican-designed and assembled affordable electric vehicle, 
will provide valuable experience in complete EV development 
and production. Complementing this flagship initiative are ten 
public transportation electromobility projects across multiple 
states, which will build infrastructure and technical expertise.32 
These initiatives create valuable testing grounds for emerging 
technologies that could eventually scale throughout North 
America.
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Source: Materials Powering the Future of Energy, Columbia University, 
accessed September 18, 2025, https://criticalmaterials.energypolicy.
columbia.edu. 
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Strategic integration in electromobility offers significant 
advantages. For Mexico, it represents an opportunity to 
move up the value chain beyond assembly to higher-value 
components and complete vehicle design, while creating 
quality manufacturing jobs. For the United States, this 
complementary approach leverages Mexico’s manufacturing 
strengths while concentrating domestic investment in 
advanced technology development.

This integration has become more urgent as Chinese firms now 
produce two-thirds of global EVs and control 85 percent of 
battery cell production. By strengthening regional value chains 
through the USMCA framework, North America can reduce 
strategic vulnerabilities while creating a more competitive 
automotive sector capable of challenging Chinese dominance 
in next-generation vehicles.

Critical mineral supplies: Building North America’s 
competitive edge
The minerals and metals that underpin industrial production—
from technology and defense to clean energy systems 
and electric vehicles—are not available everywhere in the 
quantities, quality, or processing stages industry requires.33 
Mexico is uniquely positioned to strengthen North American 
mineral security, enhancing supply chain resilience while 
creating substantial domestic economic opportunities.

Mexico ranks among the world’s top producers of sixteen 
minerals and is the premier global supplier of silver (24 percent 
of world production), with significant production of zinc (6 
percent), molybdenum (6 percent), cadmium (5 percent), and 
copper (3 percent).34 These resources directly support critical 
applications in renewable energy, defense systems, and 
advanced electronics. With only 10 percent of Mexican territory 
currently concessioned for mining, substantial untapped 
potential remains for lithium, copper, and rare earth elements 
development.35 

33.	 Jéröme Pécresse, “Better Together: USMCA and North American Critical Minerals Flows,” Brookings, March 5, 2025, https://www.
brookings.edu/articles/better-together-usmca-and-north-american-critical-minerals-flows/.

34.	 Tom Moerenhout, “Broad Support for Prioritizing Responsible Critical Minerals Development,” Brookings, March 5, 2025, https://
www.brookings.edu/articles/broad-support-for-prioritizing-responsible-critical-minerals-development/.

35.	 Robin Conklen, “Nearshoring Critical Minerals: Securing the Future of North America,” Prodensa, May 13, 2025, https://www.
prodensa.com/insights/blog/nearshoring-critical-minerals-securing-the-future-of-north-america.

36.	 Amanda Ortega, “T-MEC, una Oportunidad para Establecer un Capítulo sobre Minerales Críticos,” Expansión, May 13, 2025, 
https://expansion.mx/opinion/2025/05/13/t-mec-un-oportunidad-para-establecer-un-capitulo-sobre-minerales-criticos.

37.	 Ibid.
38.	 “The Role of Critical Minerals in Clean Energy Transitions,” International Energy Agency, 2021, https://iea.blob.core.windows.net/

assets/ffd2a83b-8c30-4e9d-980a-52b6d9a86fdc/TheRoleofCriticalMineralsinCleanEnergyTransitions.pdf.

More than 80 percent of Mexico’s mineral exports already 
flow to the United States, creating a natural foundation for 
deeper integration.36 Furthermore, Canada’s mineral sector—
particularly in lithium, cobalt, and rare earth elements—
combined with Mexico’s silver, zinc, and molybdenum 
production positions North America to develop the world’s 
most comprehensive critical minerals supply chain. Canadian 
companies like First Quantum Minerals and Teck Resources 
have established operations throughout Latin America, creating 
knowledge networks that could facilitate Mexico-Canada 
cooperation in processing and value-added manufacturing.

Mexico can build on these existing foundations by developing 
downstream processing capabilities—particularly for silver 
used in solar panels and electronics—and establishing 
regional processing hubs for minerals extracted throughout 
Latin America. These initiatives would generate higher-value 
economic activity while offering North American manufacturers 
alternatives to Chinese processing facilities, which currently 
dominate midstream supply chains. However, with North 
American producers facing significant price volatility and 
coordination challenges, buyers may need to strengthen 
project viability through offtake mechanisms or targeted 
price supports that stabilize revenues, attract investment, and 
counter heavily subsidized Chinese competitors.

The USMCA renegotiation, scheduled for mid-2026, presents 
an ideal opportunity to establish a dedicated critical minerals 
chapter that aligns regulatory frameworks, incentivizes 
investment in processing infrastructure, and addresses 
existing policy barriers.37 By harmonizing standards and 
creating mechanisms for co-investment, North America can 
develop more integrated supply chains that reduce strategic 
vulnerabilities while respecting each country’s distinct policy 
approaches.

As global competition intensifies and demand for mineral 
inputs grows—demand for clean energy technologies is 
projected to increase sixfold by 2040—Mexico’s mineral 
wealth becomes increasingly strategic.38 By focusing on 
responsible development of these resources and investing 
in processing capabilities, Mexico can become a cornerstone 

https://www.brookings.edu/articles/better-together-usmca-and-north-american-critical-minerals-flows/
https://www.brookings.edu/articles/better-together-usmca-and-north-american-critical-minerals-flows/
https://www.brookings.edu/articles/broad-support-for-prioritizing-responsible-critical-minerals-development/
https://www.brookings.edu/articles/broad-support-for-prioritizing-responsible-critical-minerals-development/
https://www.prodensa.com/insights/blog/nearshoring-critical-minerals-securing-the-future-of-north-america
https://www.prodensa.com/insights/blog/nearshoring-critical-minerals-securing-the-future-of-north-america
https://expansion.mx/opinion/2025/05/13/t-mec-un-oportunidad-para-establecer-un-capitulo-sobre-minerales-criticos
https://iea.blob.core.windows.net/assets/ffd2a83b-8c30-4e9d-980a-52b6d9a86fdc/TheRoleofCriticalMineralsinCleanEnergyTransitions.pdf
https://iea.blob.core.windows.net/assets/ffd2a83b-8c30-4e9d-980a-52b6d9a86fdc/TheRoleofCriticalMineralsinCleanEnergyTransitions.pdf
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of North American industrial competitiveness while securing 
higher-value positions in global supply chains.

Competitive advantage: Economic benefits 
and strategic imperatives

The strategic integration of North American energy markets 
and related value chains could deliver significant economic, 
security, and competitiveness benefits in the face of growing 
Chinese industrial and technological power. By building on 
existing integration while addressing current challenges, 
policymakers can advance shared interests despite differing 
domestic policy approaches.

Economic gains from integration
Previous North American energy integration has demonstrated 
substantial economic benefits that go beyond theoretical 
models. The development of integrated natural gas markets 
has created tangible advantages for consumers and 
businesses across all three countries—particularly in Mexico, 
where the impacts have been most visible.

International Monetary Fund (IMF) analysis shows that a more 
integrated North American energy market would provide 
significant economic gains. Under its “North American 
integration scenario,” Mexico’s economy could see a 
4.8-percent boost in gross domestic product (GDP) and a 
7.5-percent improvement in consumption-based welfare, 
while the United States would gain 1.2 percent in GDP and 2.1 
percent in welfare measures.39 The IMF’s detailed modeling 
demonstrates that, in this scenario, energy prices would fall by 
approximately 15 percent within the region compared to only 
7 percent globally, creating a competitive advantage for North 
American industries.40 

39.	 The IMF’s integration scenario envisions seamless energy markets across Canada, Mexico, and the United States with equalized 
pricing and unrestricted cross-border flows—a significant departure from today’s fragmented national markets with regulatory 
barriers and limited interconnection infrastructure. Lusine Lusinyan, “Chapter 8: North American Integration and the Energy 
Market,” International Monetary Fund, 2015, 41, https://www.elibrary.imf.org/display/book/9781498364799/ch008.xml.

40.	 Ibid., 38.
41.	 According to Mexico’s Federal Electricity Commission (CFE), electricity tariffs decreased between September 2014 and September 

2015 due to greater natural gas imports from the United States replacing oil-based generation. The share of natural gas in Mexico’s 
power mix increased by 6 percentage points, while fuel oil consumption dropped by 45 percent (from 201,000 billion barrels per 
day (bbl/d) in 2012 to 111,000 bbl/d in 2014). “Electricity Tariffs Dropped in Mexico in 2015,” Enerdata, August 31, 2015, https://www.
enerdata.net/publications/daily-energy-news/electricity-tariffs-dropped-mexico-2015.html. 

42.	 In 2023, Mexico’s CFE reported that natural gas prices averaged $2 per gigajoule compared to $7–10 per gigajoule in 2022, 
resulting in a 14.5-percent reduction in operational costs and contributing to a net profit of $3.35 billion versus a loss in the same 
period of the previous year. Adam Williams, “Mexico’s CFE Swings to Profit on Lower Natural Gas Prices,” Natural Gas Intelligence, 
August 15, 2023, https://naturalgasintel.com/news/mexicos-cfe-swings-to-profit-on-lower-natural-gas-prices/.

43.	 Lusinyan, “Chapter 8: North American Integration and the Energy Market,” 39.
44.	 Ibid.

Real-world evidence confirms these projections. When Mexico 
increased its imports of US natural gas and shifted its power 
generation mix away from oil, electricity tariffs dropped 
dramatically. Between 2014–2015, industrial electricity rates in 
Mexico fell by 21–30 percent, with commercial rates decreasing 
by 8–18 percent and residential rates by 2–7.8 percent.41 More 
recently, Mexico’s CFE reported that natural gas prices in early 
2023 were 2.5 times lower than the previous year, resulting 
in 26.4-percent lower energy and fuel costs that directly 
benefited Mexican consumers and businesses.42 

According to the IMF model, Mexico’s manufacturing sector 
benefits substantially from energy integration due to its higher 
energy intensity. As the report notes, Mexico’s manufacturing 
sector is “twice as energy intensive as Canada’s and three 
times more than in the United States.”43 This differential 
creates conditions in which “North American manufacturers 
would gain market share, both at home and abroad,” with 
Mexican industries positioned to capture the greatest relative 
advantages from reduced energy costs across the integrated 
North American market.44

Supply chain resilience improvements
COVID-19 exposed critical vulnerabilities in global supply 
chains, accelerating interest in regional integration as a 
resilience strategy. North American energy market integration 
offers protection against future disruptions through shorter 
supply chains and regionally coordinated responses to crises.

Energy integration strengthens manufacturing resilience by 
providing stable access to essential inputs, enabling efficient 
cross-border resource allocation during emergencies and 
facilitating coordinated regulatory responses. As the US trade 
representative (USTR) acknowledges, such integration helps 

https://www.elibrary.imf.org/display/book/9781498364799/ch008.xml
https://www.enerdata.net/publications/daily-energy-news/electricity-tariffs-dropped-mexico-2015.html
https://www.enerdata.net/publications/daily-energy-news/electricity-tariffs-dropped-mexico-2015.html
https://naturalgasintel.com/news/mexicos-cfe-swings-to-profit-on-lower-natural-gas-prices/
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“promote redundancy, flexibility, and geographic diversity” in 
critical infrastructure networks.45 

Interconnected electricity grids, fuel pipelines, midstream 
infrastructure, and shared energy technology standards 
create competitive advantages that extend beyond the 
energy sector itself. This integration reduces vulnerability 
to external economic pressure while enhancing regional 
production stability during global disruptions—benefits 
unattainable through single-country approaches. The result 
is a more resilient North American industrial base capable of 
withstanding future supply chain shocks.

Benefits of technology diffusion 
Integrated markets accelerate technology diffusion, enhancing 
productivity across the region. Previous integration examples 
demonstrate how standards harmonization and regulatory 
cooperation facilitate innovation adoption. For example, 
the alignment of automotive safety standards under NAFTA 
enabled faster adoption of new technologies while reducing 
compliance costs.

In energy markets, technology sharing has accelerated 
renewable energy deployment, smart grid development, and 
efficiency improvements. Mexico’s adoption of combined-
cycle natural gas generation technology dramatically improved 
electricity system efficiency while reducing emissions. Similar 
benefits could be achieved in emerging technologies such as 
advanced geothermal, carbon capture, and advanced nuclear 
power.

Technology diffusion particularly benefits Mexico, which can 
leverage proximity to US innovation centers while contributing 
specialized manufacturing capabilities. This complementary 
relationship enhances regional competitiveness in global 
markets.

Policy recommendations
The global economic order is undergoing fundamental 
transformation, with traditional multilateral frameworks giving 
way to more bilateral and discriminatory trade arrangements.46 

45.	 “Adapting Trade Policy for Supply Chain Resilience: Responding to Today’s Global Economic Challenges,” Office of the United 
States Trade Representative, January 2025, 12, https://ustr.gov/sites/default/files/USTR_Adapting%20Trade%20Policy%20for%20
Supply%20Chain%20Resilience_0.pdf.

46.	 Gary Gensler, et al., “The Economic Consequences of the Second Trump Administration: A Preliminary Assessment,” CEPR Press, 
June 18, 2025, https://cepr.org/voxeu/columns/economic-consequences-second-trump-administration-preliminary-assessment.

47.	 Ana Swanson, “Overturning the Global Trade System, Trump Puts His Ideas to the Test,” New York Times, August 1, 2025, https://
economictimes.indiatimes.com/news/international/global-trends/overturning-the-global-trade-system-trump-puts-his-ideas-to-
the-test/articleshow/123064836.cms?from=mdr; Elisabeth Buchwald, “Trump Announces Agreement to Pause Higher Tariffs on 
Mexico for 90 Days,” CNN, July 31, 2025, https://www.cnn.com/2025/07/31/business/trump-mexico-tariff; James Wagner, Emiliano 
Rodriguez Mega, and Ian Austen, “Trump Imposes 35% Tariff on Canada and Grants Mexico a 90-Day Extension,” New York Times, 
July 31, 2025, https://www.nytimes.com/2025/07/31/us/politics/trump-tariffs-mexico-extension.html. “A Federal Appeals Court 
Ruled Against Trump’s Tariffs. Here’s What Could Happen Next,” CBS News, September 1, 2025; David Lawder and Andrea Shalal, 
“Trump to Ask Supreme Court to Save Tariffs but Faces Tough Legal Questions,” Reuters, September 3, 2025.

The United States has implemented a new tariff structure 
averaging 18.3 percent—the highest level since 1934—with 
differentiated rates ranging from 10 percent for allied nations 
to 35 percent for some trading partners, while in July granting 
Mexico a ninety-day extension before tariffs would go into 
effect. However, this regime faces significant legal challenges 
after a federal appeals court ruled in September 2025 that 
the administration exceeded its authority. The tariffs remain 
in place pending a Supreme Court appeal expected in early 
2026.47 This legal uncertainty reflects broader changes in how 
major economies approach trade relationships, prioritizing 
national economic interests and supply chain security over 
multilateral coordination. Canada, Mexico, and the United 
States are each pursuing greater economic sovereignty 
through their respective policy frameworks, while maintaining 
significant economic interdependence built over three 
decades of integration.

Within this evolving context, the economic fundamentals 
supporting North American energy cooperation remain robust, 
as demonstrated by the substantial benefits documented 
throughout this analysis. The current environment has also 
created new opportunities for enhanced Canada-Mexico 
bilateral coordination, with the June 2025 Group of Seven (G7) 
meetings between Mark Carney and Sheinbaum reflecting 
recognition that strengthened ties between the continent’s 
second- and third-largest economies can complement their 
respective relationships with the United States.

The current emphasis on supply chain resilience, domestic 
manufacturing, and strategic autonomy across all three 
countries creates opportunities to channel these priorities 
toward mutually beneficial regional cooperation. Energy 
integration can serve each nation’s sovereignty goals while 
building collective competitive advantages in critical sectors 
where North America possesses significant natural resources 
and technological capabilities. This approach enables national 
policy objectives, providing the foundation for enhanced 
competitiveness in an increasingly multipolar economic 
environment.

https://ustr.gov/sites/default/files/USTR_Adapting Trade Policy for Supply Chain Resilience_0.pdf
https://ustr.gov/sites/default/files/USTR_Adapting Trade Policy for Supply Chain Resilience_0.pdf
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https://economictimes.indiatimes.com/news/international/global-trends/overturning-the-global-trade-system-trump-puts-his-ideas-to-the-test/articleshow/123064836.cms?from=mdr
https://economictimes.indiatimes.com/news/international/global-trends/overturning-the-global-trade-system-trump-puts-his-ideas-to-the-test/articleshow/123064836.cms?from=mdr
https://economictimes.indiatimes.com/news/international/global-trends/overturning-the-global-trade-system-trump-puts-his-ideas-to-the-test/articleshow/123064836.cms?from=mdr
https://www.cnn.com/2025/07/31/business/trump-mexico-tariff
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Based on this analysis, we propose the following targeted 
recommendations for policymakers seeking to advance 
North American energy integration as a strategic competitive 
advantage.

USMCA modernization ahead of the 2026 review

1.	 Develop an enhanced energy chapter: Negotiate a de-
dicated USMCA energy chapter to address electricity, 
critical minerals, and clean energy technology challen-
ges while respecting domestic policy approaches and 
creating frameworks for cross-border infrastructure and 
trade.

2.	 Strengthen rules of origin and establish data proto-
cols: Enhance rules of origin for advanced energy tech-
nologies to incentivize North American production and 
reduce dependence on imports, while developing stan-
dardized energy data-sharing protocols that enhance 
market transparency, protect sensitive information, and 
strengthen regional information systems.

Infrastructure development priorities

1.	 Establish fast-track permitting for priority projects: 
Create a coordinated fast-track permitting process for 
energy infrastructure projects with significant cross-bor-
der benefits and security implications. This would in-
clude specific criteria for qualification, transparent re-
view processes, and defined timelines that reflect the 
strategic importance of these assets.

2.	 Develop integrated transmission planning: Imple-
ment an integrated transmission planning process that 
addresses specific high-value corridors. 

	◦ Baja California-California corridor: Target 2 
gigawatts (GW) of additional capacity by 2028 to 
enable greater renewable integration.

	◦ Sonora-Arizona corridor: Develop 3 GW of new 
transmission capacity by 2030 to leverage Sonora’s 
substantial solar resources.

	◦ Northeast Mexico-Texas: Expand capacity between 
Tamaulipas/Nuevo León and the ERCOT system by 
2 GW by 2029.

3.	 Create border region energy innovation zones: Esta-
blish designated energy innovation zones in key bor-
der regions that feature streamlined permitting, coordi-
nated infrastructure planning, and targeted incentives 
for clean energy manufacturing. These zones would 
serve as demonstration projects for deeper integration 
while creating immediate economic benefits.

Critical mineral supply chain development

1.	 Implement a contract-for-difference mechanism: Es-
tablish a binational contract-for-difference framework 
for critical mineral development that mitigates price vo-
latility risks while accelerating investment. This mecha-
nism would guarantee minimum prices for producers 
while ensuring cost recovery if market prices decline, 
creating stable conditions for long-term investments in 
both extraction and processing.

2.	 Coordinate public procurement policies: Develop 
complementary public procurement policies that create 
stable demand for North American critical minerals. 
This could include minimum content requirements for 
government procurement of batteries, electronics, and 
defense equipment that specify North American mine-
ral content.

3.	 Create a joint processing capacity: Identify opportu-
nities for complementary critical mineral processing fa-
cilities across North America, focusing on minerals for 
which processing capacity is currently limited. Rather 
than duplicating capabilities, facilities should be strate-
gically located based on resource proximity, energy 
costs, and logistics considerations.

Semiconductor ecosystem development

1.	 Establish complementary incentive structures: Rather 
than competing for the same investments, develop 
complementary semiconductor incentive structures that 
reflect each country’s comparative advantages. The 
United States should focus incentives on leading-edge 
fabrication and design, while Mexico’s incentives should 
target assembly, testing, packaging, and supporting in-
dustries to create a complete regional ecosystem.

2.	 Create a cross-border workforce development 
program: Implement a coordinated semiconduc-
tor workforce development program that aligns trai-
ning standards, facilitates exchange programs, and 
addresses critical skill gaps across the region. This 
should build on existing initiatives like the Arizona State 
University partnership while expanding to additional 
institutions and technical areas.

3.	 Develop a legacy chip manufacturing hub: Establish 
a dedicated manufacturing hub for legacy semiconduc-
tors in northern Mexico that leverages existing automo-
tive and electronics manufacturing clusters. This would 
address persistent shortages of older-generation chips 
that remain essential for industrial applications, while 
creating high-quality jobs and reducing external supply 
dependencies.
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From competition to strategic advantage: 
North America’s pragmatic path forward

The foundational realities of North American integration—
extensive physical infrastructure, established supply chains, 
and geographic proximity—remain unchanged despite the shift 
toward nationalist economic policies. What has evolved is how 
integration must be framed and pursued: not as an ideological 
goal, but as a strategic necessity for global competitiveness.

Three decades of economic interdependence have created 
irreversible connections that policymakers must now leverage 
pragmatically. Energy integration offers particularly compelling 
mutual benefits—enhanced security, lower costs, and 
industrial competitiveness—that transcend short-term political 
tensions. These practical advantages provide the foundation 
for a new approach to North American collaboration built on 
complementary strengths rather than identical policies.

The economic imperatives driving this collaboration are clear 
and urgent. Both the United States and Mexico face mounting 
pressure from Asian manufacturing dominance, particularly in 

strategic sectors such as semiconductors, electric vehicles, 
and critical minerals. Neither country can effectively address 
these challenges alone, but together they possess the 
resources, market scale, and industrial capabilities to compete 
globally.

Mexico’s unique combination of manufacturing expertise, geo-
graphic position, and resource endowment makes it an indis-
pensable partner in this strategic realignment. By developing 
integrated energy markets that respect sovereign approaches 
while delivering shared benefits, North America can transform 
current nationalist frameworks from limitations into assets that 
drive targeted cooperation where it matters most.

The path forward requires pragmatic focus on sectors 
with clear competitive potential, strategic infrastructure 
development, and targeted policy alignment. Through this 
approach, North America can reclaim industrial leadership and 
forge a resilient regional economy capable of thriving in an 
increasingly competitive global landscape.
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