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FOREWORD

BY CLAUDIA DEL POZO

NOVEMBER 2025

North America is stepping into a defining moment.

The 2026 review of the United States-Mexico-Canada
Agreement (USMCA) arrives just as the region’s digital
landscape has undergone a transformation that surpasses
anything imagined when the agreement was signed.
Artificial intelligence (Al) is reshaping industries and
institutions. Digital trade now underlies supply chains
and essential services, while cybersecurity threats have
grown in scale and complexity. The digital capabilities of
Small and Medium-sized Enterprises (SMEs) increasingly
determine each country’s economic resilience.

In this context, the review clause is no longer a procedural
milestone. It is a strategic window, one that may not

open again soon. As argued in The Role of Policies

on Technology and Al for Innovation and Increased
Competitiveness in North America (Del Pozo and Rojas,
2024), “strategic policy coordination is now a prerequisite
for sustainable competitiveness.” If the region wants to
remain relevant in an Al-driven world, it must modernize the
digital foundations of the USMCA with a clear purpose.

This report advocates for establishing a North American
digital architecture. This framework enables seamless
interaction among Al governance, telecommunications,
data flows, cybersecurity, and SME digital inclusion across
borders, even when regulations differ. The goal is not to
force harmonization. It is to create interoperability—smart,
flexible coordination that strengthens each country’s
sovereignty while boosting regional competitiveness.

I. A Global Landscape That Demands Regional
Alignment

Around the world, countries are rapidly establishing the
rules governing the digital economy. Regulatory models,
data frameworks, and infrastructure standards have
become instruments of geopolitical influence. In this
environment, regional coordination is not optional; rather,
it is a strategic asset. The question for North America is
straightforward: will it continue acting as three parallel
digital markets, or will it use this review to articulate a
shared and more resilient approach?

Each country is moving, but in different directions.
The United States is accelerating its development of

Al and digital ecosystems. Canada is recalibrating its
regulations to strike a balance between innovation and
rights protections. Mexico is undergoing an institutional
transformation that will shape the operation of
telecommunications, data governance, and digital markets
for years to come. These shifts will define the region’s
digital trajectory. They can either reinforce one another or
deepen fragmentation.

For the review to succeed, clarity is crucial, especially for
Mexico, which has yet to develop an official digital strategy.
Defining a coherent digital vision and clear negotiating
priorities will give Mexico the strategic footing it needs,
helping to ensure that trilateral cooperation strengthens
competitiveness, innovation, and impact

Il. A Blueprint for an Integrated Digital
Architecture

The chapters in this report outline the main building blocks
of a North American digital architecture:

1. Strengthening and Modernizing the USMCA Digital
Chapter for the Al Era and Regional Competitiveness
(Chapter I)

Chapter 19 must reflect today's realities: Al governance,
privacy, platform responsibility, data localization, and
digital dispute resolution. Mexico's institutional changes
make coordination even more critical.

2. Digital Inclusion for Small and Medium Enterprises
(SMEs) (Chapter I1)

SMEs anchor employment and supply chains but face
persistent barriers, including connectivity gaps, limited
capital, cybersecurity risks, and uneven regulatory clarity. A
trilateral vision for SME digital readiness is essential.

3. Al Governance & Cybersecurity in North America:
Towards a Trilateral Framework (Chapter Ill)

Al and cybersecurity now form one policy space. A
trilateral annex or side letter could set shared protocols for
cyber alerts, privacy interoperability, secure data portability,
and IP rules for Al training.
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4. Mexico's Evolving Digital Regulatory Landscape and the USMCA Digital Agenda (Chapter IV)

Mexico's new institutions, governance structures, and oversight powers will shape how USMCA commitments play out in
practice. Understanding these reforms is crucial for predictability and trust.

5. Telecommunications and Cross-Border Connectivity (Chapter V)

Telecommunications underpin competitiveness. Spectrum pricing, cross-border coordination, and next-generation networks
require regional approaches

lll. Coordinating Without Homogenizing: A North American Model

One principle guides this report: alignment does not require homogenization. The United States, Mexico, and Canada do not
need identical regulations to build a coherent regional ecosystem. However, they do need systems that interoperate, rules
that speak to one another, and predictable ways to cooperate when risks or disputes arise.

A strategy of coordination without homogenization offers precisely that. It enables each country to maintain its
regulatory autonomy while reducing uncertainty, fostering trust, and positioning the region to shape global standards. It
also offers Mexico room for proactive leadership. By defining clear priorities, from Al to data governance, competition,
telecommunications, and SME digitalization, Mexico can negotiate from a position of strength and help shape a regional
model that reflects its interests.

IV. A Window That Cannot Be Missed

The 2026 USMCA review is a once-in-a-lifetime opportunity to reset North America'’s digital trajectory. The chapters in this
report offer a strategic blueprint for a resilient, competitive, and future-ready regional architecture.

If North America coordinates now, protecting sovereignty while enabling interoperability, it can shape the rules of the digital
future. If it hesitates, others will define them instead.

This opportunity is not permanent, it must be seized with decisive action.

I USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK
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CHAPTER I: STRENGTHENING AND MODERNIZING

THE USMCA DIGITAL CHAPTER FOR THE Al ERA AND

REGIONAL COMPETITIVENESS
BY SISSI DE LA PENA & JAMIE TRONNES

Introduction

The United States-Mexico-Canada Agreement (USMCA)
marked a significant milestone in digital trade governance
when it came into force in July 2020. Chapter 19 on Digital
Trade introduced groundbreaking provisions that facilitated
cross-border digital commerce, prohibited discriminatory
treatment of digital products, and established a framework
for addressing emerging technologies. At the time of
negotiation, these provisions positioned North America as a
global leader in digital trade policy.

However, as we approach the mandatory 2026 review

of the agreement, the digital landscape has undergone

a dramatic transformation. Artificial intelligence has
evolved from a nascent technology to a transformative
force reshaping economies and societies. The COVID-19
pandemic accelerated digital transformation across all
sectors, revealing both the strengths and limitations of
existing frameworks. Platform regulation has emerged as a
central policy challenge globally, with divergent approaches
developing across jurisdictions. Additionally, institutional
changes within Mexico—particularly the dissolution of the
National Institute for Transparency, Access to Information
and Personal Data Protection (INAl)—have created
unforeseen implementation challenges that were not
anticipated during the original negotiations.

The 2026 review presents a critical opportunity to
modernize Chapter 19 to address these developments
while strengthening regional digital competitiveness. This
chapter identifies key provisions that require reconsideration
and proposes concrete recommendations to ensure that
North America remains at the forefront of digital trade
governance. The recommendations strike a balance among
three objectives: addressing implementation challenges
experienced since 2020, incorporating lessons from

the rapid evolution of digital technologies, and ensuring
that digital trade provisions promote inclusive economic
development across all three countries.

Current State of Chapter 19: Achievements and
Challenges

Chapter 19 established several pioneering provisions that
have facilitated digital commerce across North America.
The prohibition on customs duties for digital products

has enabled the growth of streaming services, software
distribution, and digital entertainment. Provisions ensuring
cross-border data flows have supported the integration of
regional supply chains and enabled cloud-based services
critical to modern business operations. The chapter's
recognition of electronic signatures and authentication has
accelerated the digitalization of commercial transactions.

Despite these achievements, implementation has revealed
significant challenges. The provisions restricting data
localization requirements have faced tension with legitimate
regulatory objectives, particularly in the financial sector.
The intermediary liability framework in Article 19.17—which
provides platforms with protections from civil liability for
third-party content—experienced delayed implementation

in Mexico until July 2023, reflecting ongoing debates

about content moderation and platform responsibility.

The recognition of Asia-Pacific Economic Cooperation (
APEC'’s) Cross-Border Privacy Rules (CBPR) as a valid
privacy framework, has proven challenging to operationalize
following institutional changes in Mexico.

Moreover, Chapter 19 lacks specific provisions addressing
artificial intelligence, blockchain technologies, and other
emerging technologies that have become central to digital
commerce. This gap creates regulatory uncertainty and may
disadvantage North American firms as other regions develop
comprehensive Al governance frameworks.

USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK I
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CASE STUDY: CANADA'S DIGITAL
SERVICES TAX

The Canadian Digital Services Tax: A Case Study for
USMCA Dispute Resolution Evolution

The dispute (2024-to date) between Canada and the
United States over a proposed digital services tax
underscores the need for a more expedient resolution
process for digital trade disputes. Digital companies

must move quickly and adapt rapidly to new market
realities. Still, they also require the investor certainty and
protections that a significant trade agreement, such as the
USMCA, provides.

The Canadian Digital Services Tax (DST) was a 3 percent
levy on sales made by certain digital service providers
active in the Canadian market.

The DST legislation applied only to a company that met a
specific threshold of business activity. Companies were
liable for the tax if they:

had over 750 million euros in business globally; and

had an annual Canadian digital revenue of over CAD
$20 million.

Due to this high threshold, almost all companies subject
to the additional taxation under the law were American-
owned or American-based.

The legislation was also controversial because it imposed
retroactive taxation. Effective July 2024, sales made by
digital services companies became taxable retroactively

, as of January 1, 2022. Affected companies began
immediately withholding millions, and even billions, in
cash to cover their liability under the tax law, ensuring they
could pay the years-long retroactive tax bill when it came
due.

This represented a significant hardship for businesses in
Canada, as they had to hoard cash rather than invest and
innovate to continue hosting and engaging in digital sales.

The Office of the United States Trade Representative
(USTR) received complaints that American companies
had been unfairly targeted and discriminated against by
Canada. The USTR concurred, outlining in a complaint
that the Canadian DST violated Articles 14.4.1 and 14.4.2,
which provide protections for U.S. investors and their

investments against discrimination or unfair treatment
based on their country of origin. The USTR also argued
that the DST legislation violated Article 15.3, which
requires Canada to provide treatment to U.S. Services
and service suppliers that is “no less favorable” than the
treatment it gives to its own.

The legislation was enacted on June 20, 2024, with the
first payments due by June 30, 2025. On June 27, 2025,
before a ruling on the disagreement could be issued, the
United States officially withdrew from separate trade talks
with Canada due to what Trump called the “non-tariff trade
barrier” of the DST. The White House had decided to act
quickly to force the issue as the tax bill was payable in a
matter of days.

Consequently, the Canadian government, under newly
elected Prime Minister Mark Carney, announced a change
of direction, stating that it would not enforce the DST
legislation and would, in fact, repeal it. Furthermore

, the Canadian government has promised to refund any
fees paid. This announcement came within hours of the
massive tax bill coming due. After Canada dropped the
DST, both countries returned to the negotiating table.

Lessons Learned

The first lesson is that, because the vast majority

of tech firms currently operating in North America
have a significant presence or are based in the United
States, the USMCA rights outlined in Sections 14 and
15 regarding the treatment of foreign countries are
key mechanisms for digital trade. These sections

of the USMCA have worked to benefit and protect

the rights of American businesses that have filed
complaints alleging unfair treatment.

The second lesson, however, is that trade dispute
mechanisms need to be streamlined to work more
efficiently, thereby preventing irritants like the
Canadian digital services tax from becoming major
problems in the relationship. This is particularly
relevant in the digital realm, which requires fast
turnarounds to keep pace with the rapid pace of
innovation.

While the DST case study highlights the importance of
Section 14 and 15 non-discrimination protections for
digital trade, there remain Canadian irritants on digital
trade that need to be considered in the background of the
DST revocation and the USMCA review.

I USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK



Canada’s Online Streaming Act, like the DST, has been
charged with unfairly targeting American companies.
Companies with streaming revenue exceeding CAD

$25 million are required to contribute 5 percent of their
revenues to the production of Canadian content. Canadians
have maintained that the entertainment sector qualifies

for a cultural exception for this content under USMCA.
American officials maintain that this law unfairly taxes
American companies.

Similarly, Canada is facing backlash over the Online

News Act (2023), which requires hosting platforms to
compensate news outlets for user-generated content

and provides a mandatory arbitration mechanism to be
followed if an agreement on profit sharing cannot be
reached between the two parties. Instead of entering into
an unfeasible array of minor profit-sharing agreements,
Google reached an agreement with the Canadian
government, indicating that it would invest CAD $100
million in a fund to be distributed to Canadian media
companies in exchange for an exemption from arbitration.
Taking a different approach, Meta, the parent company

of Facebook, decided that, rather than being subject to
arbitration that might compel it to pay millions of dollars, it
would simply no longer allow links to any Canadian media
stories on its platforms. A move that has dramatically
driven down traffic to Canadian news outlets, and which
critics say silences Canadian voices online.

The DST dispute demonstrates why the modernization
of Chapter 19 should include accelerated digital dispute
mechanisms and stronger enforcement tools for cross-

border digital issues, ensuring that regulatory frictions
like the DST can be resolved hefore escalating into
trade disputes.

Key Provisions Requiring Modernization

1. Cross-Border Data Flows and Personal Information
Protection

Articles 19.8 and 19.11 of the USMCA established
essential protections for cross-border data flows while
recognizing the importance of protecting personal
information. The agreement references explicitly APEC’s
CBPR system as a valid mechanism for ensuring adequate
privacy protections in cross-border transfers. However,
implementation has encountered significant obstacles in
Mexico.

The dissolution of INAI, which served as Mexico’s
designated certification body for CBPR compliance, has

NOVEMBER 2025

created a vacuum in the certification process. Companies
seeking to transfer data from Mexico under the CBPR
framework now face uncertainty about which Mexican
authority can provide the necessary certifications. In the
absence of INAI, Mexico will need to identify or establish
a successor authority—potentially within the Ministry of
Economy or the Digital Transformation Agency (ATDT)—to
oversee privacy certification and ensure continuity of
CBPR compliance. This institutional disruption threatens
to undermine one of Chapter 19's key mechanisms for
balancing data flows with privacy protection.

Furthermore, the global privacy landscape has undergone
significant evolution since 2020. The emergence of
CBPR Global—a distinct initiative from APEC's original
CBPR—offers a potentially more inclusive framework

for international data transfers. Privacy-enhancing
technologies (PETs) have matured significantly, offering
technical solutions that enable data utilization while
preserving privacy. The intersection of PETs with privacy
frameworks, such as CBPR, represents a promising avenue
for enabling both robust data protection and fluid cross-
border data exchange.

The review should:

Address these developments by expanding the
recognition of privacy frameworks beyond APEC
CBPR to include CBPR Global, providing flexibility
for countries to designate alternative certification
bodies as institutional structures evolve.

Explicitly recognize the role of privacy-enhancing
technologies in enabling compliant cross-border
data transfers.

2. Data Localization and Al Sovereignty

Article 19.12's restrictions on data localization
requirements were among the most contentious provisions
during USMCA negotiations, particularly given Mexico's
Fintech Law requirements. The provision prohibits parties
from requiring a covered person to use or locate computing
facilities in their territory as a condition for conducting
business, subject to specific public policy exceptions.

Since 2020, the conceptual framework around data
localization has shifted dramatically. Countries are
increasingly focusing on “Al sovereignty”—ensuring
domestic capacity to develop and deploy artificial
intelligence systems—rather than merely localizing data.

USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK I 9
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The infrastructure requirements for training large language
models and other Al systems have created legitimate
concerns about concentrating computing resources and
technical capabilities in a few jurisdictions. The challenge
for the 2026 review is to preserve the anti-localization
principle that prevents digital market fragmentation while
acknowledging these evolving concerns.

The provisions should:

Clarify when government data processing may
legitimately require domestic computing facilities.

Establish time-bound consultation mechanisms for
resolving disputes over legitimate exceptions.

Recognize infrastructure requirements for emerging
technologies while preventing protectionist
measures that undermine regional digital
integration.

3. Platform Liability and Content Moderation

Article 19.17 on Interactive Computer Services has emerged
as one of the most contentious provisions of Chapter 19
within Mexico. This article, which circumscribes platform
liability for third-party content in a manner analogous to
Section 230 of the U.S. Communications Decency Act,
was not to be implemented in Mexico until three years
after the USMCA entered into force. This extended delay
stemmed primarily from foundational gaps in Mexico's
regulatory architecture: the absence of a comprehensive
digital regulatory framework and a designated government
institution with the mandate and capacity to oversee
platform governance.

While substantive debates over platform responsibility,
content moderation, and freedom of expression certainly
contributed to implementation challenges, the fundamental
obstacle remained structural: Mexico lacked the institutional
infrastructure to operationalize the provision's requirements.
This deficit in regulatory capacity and institutional
designation has proven to be the principal barrier to practical
implementation, underscoring how advanced digital trade
commitments require not merely policy alignment but also
robust domestic regulatory ecosystems.

Even more, since the negotiations concluded, content
moderation challenges have intensified globally. Recent
events in Mexico, including regulatory scrutiny of the media
following controversies and the Supreme Court's right-to-
be-forgotten ruling (Google-Richter case), demonstrate the

evolving legal landscape surrounding platform responsibility
and user rights. The rise of Al-generated content, including
deepfakes that can spread rapidly across borders, has
added new dimensions to content moderation challenges.

Additionally, geopolitical tensions around specific platforms
(notably TikTok) raise questions about the uniform
application of content moderation principles across North
America. Divergent regulatory approaches toward specific
platforms could undermine the integrated digital market that
USMCA seeks to create.

A trilateral digital policy forum under the USMCA could serve
as a coordination mechanism for addressing cross-border
content moderation challenges, algorithmic transparency,
and enforcement consistency among the three countries.

In Canada, content posting has an additional expense.
Meta's blanket self-moderation and moratoriums on news
postings, as a direct response to the Online News Act,
should be considered as part of negotiations to provide
more certainty on oversight, control, and compelled pay-to-
play rules as they affect large digital traders.

The review should:

Establish more precise definitions of platform
liability protections and their limitations.

Develop provisions addressing cross-horder content
moderation challenges, including Al-generated
content.

Establish minimum transparency standards for
platform content moderation decisions.

Create mechanisms for regulatory cooperation on
emerging content moderation challenges.

Given the extensive implementation challenges
detailed above, the dramatic evolution of the content
moderation landscape since negotiation, and the
increasingly divergent regulatory approaches across
North America, a more decisive recommendation would
be to remove Article 19.17 from Chapter 19 completely
and the entire trade agreement rather than attempting
incremental modifications to a provision that is very
challenging to align with contemporary digital realities
and geopolitical challenges.

I USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK



4. Open Government Data in the Al Era

Article 19.18 on Open Government Data established
essential principles for public sector data accessibility.
However, as the adoption of artificial intelligence
accelerates, equitable access to high-quality government
data has become increasingly critical for innovation and
competitiveness, particularly for small and medium-sized
enterprises (SMEs).

Mexico's recent launch (2025) of the federal open data
platform through the ATDT provides an opportune moment
to strengthen USMCA provisions. Current provisions lack
specific standards for data interoperability, quality, and
format harmonization, limiting the potential for cross-border
data utilization and regional Al development.

The review should:

Expand open data provisions to address Al training
and development needs explicitly.

Set minimum standards for data accessibility,
machine-readability, and quality.

Reference specific international standards such
as ESCA (Economic and Social Council for Asia)
and BODS (Beneficial Ownership Data Standard) to
promote regional interoperability.

Create mechanisms ensuring open government data
benefits SMEs across all three countries, promoting
inclusive Al development.

5. Cybersecurity Cooperation

Article 19.15 on Cybersecurity established basic

principles for cooperation but lacks the specificity and
institutional mechanisms needed to address the evolving
threat landscape. The increasing digitalization of critical
infrastructure, the rise of sophisticated ransomware attacks,
and nation-state cyber operations require more robust
regional cooperation frameworks.

Canada and the United States have cybersecurity
cooperation frameworks established through other
agreements; however, Mexico is not a party to some of these
agreements. If the USMCA is to extend to cybersecurity
cooperation, it would likely involve aligning mechanisms,
principles, responses, and warning systems.

NOVEMBER 2025

Given the transnational nature of cyber threats and the
integration of North American digital systems, cybersecurity
cooperation warrants greater attention beyond its current
treatment.

The review should:

Expand cybersecurity provisions with specific
cooperation mechanisms and institutional
structures.

Provide minimum security standards for critical
digital infrastructure.

Develop incident response coordination protocols,
and address emerging cybersecurity challenges
related to Al systems.

6. Artificial Intelligence Governance

Perhaps the most significant gap in chapter 19 is the
absence of provisions specifically addressing artificial
intelligence. While Al should not constitute a separate
chapter, it should be covered in dedicated articles within the
digital trade framework. The technology has evolved from
experimental to transformative, with profound implications
for trade, competitiveness, and economic inclusion.

The treaty should:

Establish common principles for responsible Al
development and deployment.

Include mechanisms for regulatory cooperation on
Al standards to prevent fragmentation.

Address data access for Al training while respecting
intellectual property and privacy.

Develop provisions ensuring SME participation and
trading in Al ecosystems.

Establish transparency requirements for Al systems
used in trade-affecting decisions.

USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK I 11
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A critical mechanism for operationalizing these objectives
involves regulatory sandboxes—controlled testing
environments that enable responsible innovation while
managing risk. America’s Al Action Plan defines these

as “spaces where researchers, startups, and established
enterprises can rapidly deploy and test Al tools” with

open sharing of data and results. Mexico's ATDT has
incorporated this approach in its sectoral program through
Strategy 2.5, establishing a “sandbox de pruebas” for
testing digital innovations in controlled environments.
Canada'’s Al Safety Institute has partnered with the U.S.
Cybersecurity and Infrastructure Security Center (CISA) and
the UK National Cyber Security Center (NCSC) to support
secure deployment approaches through the Guidelines for
Secure Al System Deployment.

This convergence between domestic frameworks and
international best practices suggests that the USMCA
should explicitly recognize regulatory sandboxes as a

trilateral mechanism for fostering Al innovation while
maintaining appropriate oversight, particularly enabling
SMEs to experiment with Al applications without
bearing the full burden of compliance uncertainty.

7. Quantum Computing and the USMCA

While the United States is rushing to secure the Al first-
mover advantage, Canada has been quietly investing heavily
in quantum development. Anticipating a world in which
quantum is used by both humans and Al alike is hard to
project. Quantum computing is still in its early stages,

but basic digital security guidelines remain pertinent to
protecting quantum trade.

Protecting IP, data, and cybersecurity standards remains

the essential seed of any digital trade agreement. These
may grow more important as we break quantum thresholds.
Public and private investors in quantum systems seeking to
protect this technology will look to expedite the enforcement
of any quantum trade issues—and as such, these should be
addressed promptly.

The treaty should:

Explicitly recognize quantum computing as an
emerging element of the digital trade ecosystem.

Ensure that future trade provisions anticipate data
security, interoperability, and intellectual property
challenges unique to quantum technologies.

Conclusion

The 2026 review of the USMCA presents a crucial
opportunity to modernize Chapter 19 for the realities of
2020s digital commerce. The provisions negotiated in
2018-2019 were forward-looking at the time, but have been
overtaken by the rapid evolution of technology and the
emergence of new policy challenges.

The recommendations outlined above would address
implementation obstacles experienced since 2020,
incorporate lessons from technological developments,
particularly Al, ensure that digital trade provisions promote
inclusive economic growth, and position North America as
a leader in digital trade governance. Not to be overlooked,
however, are the USMCA provisions in Sections 14 and 15,
which ensure fair treatment for prominent digital companies
and protect them from unfair trade practices.

These revisions would strengthen regional digital
competitiveness while creating a more balanced framework
that acknowledges each country’s unique development
priorities and institutional structures. Ultimately,
modernizing Chapter 19 is not merely a technical update—
it is a strategic necessity to preserve North America's
leadership in digital trade, Al innovation, and secure data
governance, ensuring that the region remains globally
competitive in the decades ahead. By proactively addressing
these challenges in 2026, the three countries can ensure
that USMCA's digital trade provisions remain relevant and
practical for the next generation of digital commerce.
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Policy Recommendations

CROSS-BORDER DATA FLOWS

AND PRIVACY

Expand recognition beyond APEC
CBPR to include CBPR Global and
other emerging privacy frameworks

Accommodate institutional changes
by allowing flexible designation of
certification bodies

Explicitly recognize privacy-
enhancing technologies as valid
mechanisms for enabling compliant
data transfers

Establish trilateral working groups
to harmonize privacy frameworks
while respecting each country’s
regulatory approach

Expand provisions to address Al
training and development needs
explicitly

Establish minimum standards
for data accessibility, quality, and
machine-readability

Reference international standards
(ESCA, BODS) to promote regional
interoperability

Create mechanisms ensuring SMEs
benefit from open government data
across all three countries

DATA LOCALIZATION AND Al

INFRASTRUCTURE

Preserve anti-localization principles
while clarifying legitimate exceptions
for Al sovereignty concerns

Create consultation mechanisms for
resolving disputes over computing
facility requirements

Develop provisions recognizing
infrastructure needs for Al
development without enabling
protectionist measures

Expand cybersecurity provisions with
specific institutional cooperation
mechanisms

Establish minimum security
standards for critical digital
infrastructure

Create formal capacity-building
programs to address capability gaps

Develop incident response
coordination protocols

Address Al-specific cybersecurity
challenges

NOVEMBER 2025

PLATFORM LIABILITY AND

CONTENT MODERATION

Clarify the scope and
limitations of intermediary
liability protections

Establish minimum
transparency standards for
content moderation decisions

Develop frameworks for
addressing Al-generated
content, including deepfakes

Create regulatory cooperation
mechanisms for cross-border

content challenges

To remove this provision

OPEN GOVERNMENT DATA CYBERSECURITY ARTIFICIAL INTELLIGENCE

Introduce dedicated Al
governance provisions within
Chapter 19

Establish common principles
for responsible Al development

Create regulatory cooperation
mechanisms to prevent
fragmentation

Ensure SME participation in Al
ecosystems

Address data access for Al
training while respecting IP and
privacy

USMCA CHAPTER 19 DIGITAL TRADE: EXECUTIVE REPORT AND 2026 REVIEW OUTLOOK I 13
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CHAPTER II: DIGITAL INCLUSION FOR SMALL AND
MEDIUM ENTERPRISES (SMES)

BY SOFIA PEREZ GASQUE & BARBARA KOTSCHWAR

Introduction

The North American economy is undergoing a profound
shift, driven by the dual forces of digital transformation—
rethinking and redesigning business operations through
the adoption of digital technologies, enabling innovation,
data-driven decision-making, and more agile, customized
processes—and cross-border digital trade—the sale and
purchase of goods and services that is enabled or delivered
through digital technologies, including e-commerce, cross-
border data flows, and digitally delivered services—.

For SMEs, which form the backbone of the Canadian, U.S.,
and Mexican economies, this new paradigm presents both
immense opportunities and significant challenges. While
digital tools can level the playing field, SMEs are often
hindered by internal constraints (these include capital, skills,
and cybersecurity capacity) and external hurdles (such as
customs procedures, divergent regulations, and protectionist
data policies).

The USMCA, modernized in 2020, served as a starting point
for addressing many of the external trade barriers and
creating a more predictable framework for digital commerce.
Yet some barriers remain. Importantly, the ability of SMEs
to capitalize on these opportunities largely depends on
overcoming internal digital transformation deficits.

This chapter examines both sides of the equation—
transformation and trade—and proposes actionable
recommendations to build an inclusive digital ecosystem in
North America.

The SME Landscape in North America

According to Innovation, Science, and Economic
Development Canada (ISED) (2024), small businesses—
defined as those with 1 to 99 paid employees—accounted
for more than 98 percent of all employer businesses in
Canada in 2024 and employed over 46 percent of the
total workforce. Despite the country’s well-developed
infrastructure and strong institutional framework, many

SMEs continue to face challenges in effectively adopting
and leveraging digital technologies. For example, SMEs
often struggle to afford essential software licenses, recruit
qualified, skilled workers—particularly digital talent—or
invest adequately in cybersecurity. Deloitte (2023) states
that such barriers to digital equity, which disproportionately
affect SMEs, along with Indigenous-owned and -led
organizations, public sector organizations, and not-for-
profit organizations, prevent them from capitalizing on the
growth potential offered by existing and emerging digital
innovations.

According to the U.S. Small Business Administration (SBA,
2025), the United States is home to more than 36 million
small businesses, forming the backbone of a dynamic and
increasingly digital economy. These firms face intense
competition for both capital and skilled labor, with larger
enterprises that often command a disproportionate share of
financial and human resources. Rural SMEs face additional
barriers, including limited access to high-speed broadband,
which hinders their participation in digital markets and
innovation ecosystems. This persistent gap has contributed
to what Brookings (2022) describes as a two-tier digital
divide, separating well-connected urban businesses from
those in underserved rural regions.

In Mexico, micro-, small-, and medium-sized enterprises
(MSMEs) dominate the business landscape, accounting for
more than 99 percent of all establishments. Despite their
prevalence, many face entrenched structural and digital
gaps. Although digital sales platforms have made inroads,

a sizable share still struggles with connectivity, access to
capital, and a shortage of advanced digital skills, as outlined
by Pozo Benites et al. (2025).

Although cost pressures, talent shortages, and strategic
uncertainty are common to all partners, each also faces its
own unique challenges. For Canada, this includes a divide
in affordability and cybersecurity gaps. US companies face
a competition and infrastructure divide. In Mexico, small
businesses face significant challenges in overcoming
structural and economic barriers.
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COUNTRY KEY BARRIERS DETAILED CONTEXT UNIQUE CHALLENGES

Canada Costs (licenses SMEs struggle with the affordability of Affordability and
& subscriptions); digital tools; difficulty hiring digitally cybersecurity gaps.
Talent gap; skilled workers; many firms lack
Cybersecurity cybersecurity investment (Deloitte 2023).
vulnerabilities.

United States | Competition for SMEs face competition for resources Competition and

talent & capital; with large tech firms; rural SMEs often infrastructure divide.
Digital divide lack access to broadband, which hinders
in rural areas; e-commerce and cloud adoption (Brinke
Infrastructure gaps. | 2023; Brookings 2022).

Mexico Foundational Pronounced digital divide; risk-averse Structural economic barriers.
challenges; Limited | financial system limits funding for digital
connectivity; assets; shortage of advanced digital skills
Access to capital; | (Pozo Benites et al. 2025).
Shortage of digital
skills.

Barriers to SME Digital Trade

In addition to barriers relating to uneven digital infrastructure
and access, SMEs face disproportionate challenges in
engaging in business across borders. Once SMEs begin

their digitalization journey, they face additional obstacles in
cross-border trade. Divergent privacy, cybersecurity, and data
localization rules create compliance costs that can be too high
for SMEs. Moreover, they also often lack the legal or technical
capacity to manage cross-border data transfers safely. Cross-
border payment costs, exchange rate risks, and a lack of
interoperability between payment platforms hinder small online
exporters. Customs procedures and tax requirements for small
online exports can be complex.

Some key barriers that could be addressed in the
discussions include:

1. Regulatory and Legal Hurdles

Persistent regulatory fragmentation and the absence of
harmonized legal frameworks across jurisdictions continue
to hinder the development of a predictable and enabling
environment for digital trade. Aligning national regulations
and ensuring legal interoperability are crucial for fostering
trust, innovation, and seamless cross-border digital
integration.

The review should take into account:

Customs duties on digital transmissions (such as
software, e-hooks, and music) could cripple SMEs
that rely on low-margin digital products.

Data localization requirements compel firms to
establish local servers, hindering cost-effective
cloud adoption.

Divergent privacy, consumer protection, and
e-signature laws create compliance uncertainty.

2. Operational and Market Access Barriers

Addressing these barriers is essential to enhance
competitiveness, facilitate e-commerce, and promote
inclusive economic growth across the region.

The review should consider:

High transaction costs for cross-border payments
erode margins.

Cumbersome customs procedures delay low-value

shipments, hurting e-commerce efficiency.

Local presence requirements impose unnecessary
costs on service SMEs.

Weak intellectual property protections deter
innovative SMEs from expanding abroad.
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The Role of the USMCA

Within the USMCA, particularly in Chapters 19 (Digital
Trade) and 25 (SMEs), several provisions directly address
many of these barriers. Key ones include:

No Customs Duties on Digital Products: Ensures
SMEs can compete regionally without tariff
costs.

Free Cross-Border Data Flows & Ban on Data
Localization: Critical for SMEs Leveraging Global
Cloud Services.

Protection of Source Code & Algorithms:
Safeguards SMEs' intellectual property.

Legal Recognition of Electronic Transactions:
Facilitates faster, lower-cost cross-border
business.

These provisions collectively lower the drawbridge for
SMEs to enter the North American digital economy,
estimated at $250 billion in cross-border trade (Brookings,
2022).

Additional deepening of the USMCA's provisions could help
countries collaborate to mitigate some of these barriers,
thereby enhancing opportunities for small businesses
throughout the North American region. The agreement
includes an SME Chapter that encourages cooperation

on training, information sharing, and support networks

to help small firms participate in digital trade. The three
governments can leverage this framework to fund digital
literacy, cybersecurity training, and access to e-commerce
platforms. USMCA cooperation mechanisms can

facilitate joint projects and capacity building to improve
cybersecurity standards and broadband coverage—
especially in underserved regions. And finally, continued
collaboration on standard digital trade provisions could
further simplify the regulatory landscape, enabling SMEs to
reach customers in all three markets.

Conclusion

SMEs across North America face a two-layer challenge in
the digital era. On one hand, they must overcome internal
deficits in capital, digital skills, and cybersecurity. On

the other hand, they contend with external trade barriers,
including regulatory inconsistencies, infrastructure gaps,
and limited interoperability.

While the USMCA has made progress in mitigating external
barriers to digital trade, it cannot by itself compensate for
deficiencies in internal readiness. SMEs without robust
digital strategies or secure systems are unable to fully
leverage open data flows, e-commerce markets, and cross-
border opportunities.

Addressing these dual constraints requires a
complementary domestic and regional agenda.
Domestically, governments must strengthen capacity
building, access to finance, and digital talent development.
Regionally, North American partners should collaborate

to harmonize digital trade frameworks, ensuring that
SMEs can participate effectively in the integrated digital
economy.

SMEs are the region’s most agile drivers of innovation, yet
their capacity to compete globally depends on both internal
modernization and an enabling regional framework. By
linking domestic investment in skills, technology, and
finance with regional cooperation on standards, data

flows, and digital governance, North America can create

a seamless digital marketplace that empowers its SMEs.

In doing so, the USMCA partners can turn digital trade
from a policy aspiration into a shared platform for growth,
resilience, and deeper continental integration.
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Policy Recommendations

POLICY COMMITMENTS AND
REGULATORY FRAMEWORKS

CORPORATE-SME
COOPERATION

CAPACITY

BUILDING

The three countries could launch
trilateral training programs

and microcredential initiatives
focused on cybersecurity, artificial
intelligence, and digital trade
compliance.

Shared resource hubs can provide
SMEs with practical onboarding
tools and guidance for digital
integration.

DIGITAL FINANCIAL
INCLUSION

Expanding open finance and digital

lending platforms would increase
SMEs' access to capital.

Developing common AP
standards for cross-border credit
assessment, establishing mutual
recognition of digital identity
credentials, and creating a
trilateral fintech sandbox for SME-
oriented financial products would
further deepen regional economic
integration.

To sustain SME digitization,
governments could negotiate new
annexes or parallel commitments
under the USMCA.

Joint initiatives on cybersecurity
standards, digital onboarding
platforms, and harmonized
e-commerce regulations could
promote greater consistency
and trust in cross-border digital
transactions.

In the United States, supplier
diversity programs should be
expanded to include digitally
native SMEs.

In Canada, sectoral cluster
procurement pipelines can be
used to integrate SMEs into
larger value chains.

In Mexico, fostering linkages
between SMEs and tractor
firms, particularly in areas such
as manufacturing and logistics
digitalization, would accelerate
technological diffusion.
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CHAPTER Ill: ARTIFICIAL INTELLIGENCE GOVERNANCE
AND CYBERSECURITY IN NORTH AMERICA-TOWARDS

A TRILATERAL FRAMEWORK
BY KELLEE WICKER & PABLO PRUNEDA

Introduction

Artificial intelligence (Al) has evolved into a globally critical
technology. Its ability to transform industries, redefine
economic relations, and reshape social and political
dynamics makes Al not merely a technological matter but a
central element for economic development and geopolitical
leadership. In this sense, it is increasingly evident that Al
cannot be treated solely as a tool for business innovation,
but rather as an essential component of democratic life,
national security, and economic competitiveness. In view
of the upcoming 2026 review of the USMCA, the evolution,
development, and adoption of Al represent a unique
opportunity to create synergies, partnerships, and shared
visions that enable our region to flourish. Nevertheless,
establishing effective mechanisms for the optimal use

of Al presents complex challenges. From a regulatory
perspective, three major issues emerge:

Jurisdictional problems arise from Al's
transnational nature, as data flows across borders
and algorithms are trained on global information,
making it challenging to delineate regulatory
authority.

Technological evolution is dynamic, with advances

that outpace the rhythm of traditional regulatory
frameworks.

Pervading influence: Al affects almost every
aspect of human life — from employment and
health to education and justice — requiring a cross-
sectoral reflection across multiple branches of law.

Additionally, from the standpoint of civil liability for harm
caused by Al (and particularly by agentic Al), regulatory
complexity stems from its intricate architecture, which

is built upon a value chain involving developers, data
providers, user companies, governments, and consumers —
all with distinct interests and contributions.

This complexity makes it essential to align ethical
principles, technical standards, and legal criteria, and

to design governance mechanisms that move beyond
traditional, rigid, and politically slow legislative processes.

To address this complexity, three dominant regulatory
approaches have emerged worldwide: the United States
model, characterized by minimal regulation; the European
model, based on punitive and risk management strategies;
and the Chinese model, focused on preserving the political
stability of the system.

In the absence of a centralized international forum for
regulatory harmonization, North America has a strategic
opportunity: to use the USMCA as a platform for aligning
Al governance. Such alignment would strengthen security,
promote innovation, and ensure regional competitiveness
while projecting leadership in shaping international
consensus.

Current Regulatory Reality in the U.S., Canada,
and Mexico

The United States remains without a comprehensive
regulatory framework to address Al, and it is unlikely to
see such a framework implemented in the near future.
As frequently happens on major issues where federal
action has been stymied, states have pushed forward
with creating their own legislation to govern both Al
development and deployment.

However, even these efforts are often limited to specific
use cases or topics, such as deepfakes or nonconsensual
intimate imagery. This patchwork of regulations is
unpalatable to many, including both laissez-faire
advocates and those who hope to see a robust governance
framework, and serves as a compelling argument in favor
of federal action to preempt a continued fragmented
approach.

In the absence of federal legislation to guide U.S. Al
governance, executive orders have assumed a central role.
The current administration has taken a decidedly different
approach from the previous one, marking a dramatic shift
in how the U.S. approaches Al.
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PREVIOUS CURRENT

APPROACH

Characterized by the Characterized by the Al
Blueprint for an Al Bill of Action Plan and three
Rights. companion executive
orders.

APPROACH

System based on risk
management and caution.

System that prioritizes
innovation and speed.

The private sector is called | The private sector is

to take responsibility in provided with infrastructure
protecting individuals and significant leeway to
and communities as they | innovate and build without
consider deployment. fear of incurring expensive
regulatory measures, both
at home and abroad.

The current U.S. approach also prioritizes exporting the
American tech stack to international partners and powers,
placing the United States in the driver's seat for creating
international standards and norms around Al and its use,
in response to other powers - chief among them China -
seeking to influence global Al governance discussions.

How these priorities will shape the USMCA review
conversation remains to be seen. The desire to pave the
way for innovation by reducing the regulatory hurdles
companies must navigate will presumably lead to a lighter
touch for Al. We can also expect a focus on facilitating key
aspects of digital trade, such as cross-border data flows or
reduced intellectual property litigation. USTR is also likely
to keep a listening ear for what companies would like to
see in the agreement on digital trade and beyond.

It is also likely that the United States will take a firm stance
on limiting any Mexican or Canadian plans to regulate

tech companies via the USMCA or otherwise, given the
United States’ recent use of tariffs to intervene, as well

as its success in blocking Canada’s digital services tax.
However, support from Mexico and Canada is vital to

the U.S''s ability to lead globally on Al policy as well as

to demonstrate the trustworthiness and reliability of the
American stack for customers around the world. Any
future U.S. administration will need to maintain healthy and
balanced relationships to sustain leadership and credibility
in Al governance.

Canada’s regulatory approach to artificial intelligence
has evolved from an initial vision centered on rights and
transparency to a more pragmatic framework, aligning
with the U.S. model. This approach seeks to promote
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innovation and technological competitiveness while
avoiding excessive regulatory constraints. The Pan-
Canadian Al Strategy (2017) and the Digital Charter (2019)
initially established ethical principles and data protection
as foundational pillars. However, the political shift in 2025
marked a decisive turning point in regulatory orientation.
The Artificial Intelligence and Data Act (AIDA)—which
aimed to establish a national, risk-based regulatory
framework—was ultimately suspended, signaling a
broader transition toward a new, more flexible governance
approach.

Mexico is still in the early stages of Al governance. Several
legislative initiatives have been presented in Congress,

but none have yet become law. This places the country in
an ambivalent position: on one hand, there is regulatory
lag; on the other, a window of opportunity opens to design
a regulatory framework from scratch — one aligned with
international best practices and adapted to national needs.

This regulatory vacuum also reflects the absence of a
public policy vision and inter-institutional coordination.
During the Lopez Obrador administration (2018-2024),
Mexico abandoned all efforts not only to regulate Al but
also to develop public policy through a National Artificial
Intelligence Strategy. However, the current administration
appears to be adopting a new vision, suggesting that
Mexico could take a proactive role in developing a
modern governance framework informed by international
experience, while avoiding the adoption of intensely

rigid regulatory models that might hinder technological
development and implementation. On the contrary, Mexico
now has the opportunity to leverage the USMCA revision
process to position itself as an active contributor to the
creation of a regional Al governance framework grounded
in synergy and shared vision.

Reviewing the USMCA: An Opportunity for
Alignment of Visions

We propose the inclusion of a side letter or specific annex
in the USMCA to specifically address Al governance in key
areas, particularly the following:

1. Procedures for notification and joint response to
cybersecurity incidents

Cybersecurity, particularly as it pertains to Al systems or
critical digital infrastructure, is of paramount importance in
a world that is increasingly dependent on technology.
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For the U.S., challenges to an agreement on cyber response
will arise from the lack of clarity on domestic cyber
response procedures and authorities. Recent sweeping
changes to government staffing and agency authority

have particularly impacted the U.S. government’s cyber
agencies. The current administration has yet to establish

a new cyber strategy to guide agency coordination and
goals. The key to securing U.S. agreement on this topic

will be making a compelling case for the national security
impact of improved coordination between the parties.

Mexico is one of the countries that receives the highest
number of cyberattacks in Latin America, reporting 187
billion attempted cyberattacks in 2022 — the highest
figure in the region (followed by Brazil with 103 billion).
Considering this, it is essential to establish a national
cybersecurity policy and to strengthen the technical and
operational capacities of federal agencies and entities.
Likewise, Mexico must focus its efforts on improving its
cybersecurity infrastructure and services, with a focus on
early detection, analysis, containment, and recovery from
cybersecurity incidents.

2. Common standards for data protection and privacy

There is an essential need to promote trust in Al
deployments. Businesses across North America require
certain standardizations to operate with trust, adopting
dopt interoperable standards for data protection and
privacy that align with international best practices and
harmonizing these. The key to U.S. agreement will be
viewing these standards as a means to reduce compliance
burdens for businesses, as well as an opportunity for a
successful regional data protection and privacy agreement
to become the centerpiece of a larger international
discussion. On the other hand, Mexico is undergoing an
institutional and legal shift in the protection and privacy
of data. It will be imperative for the new structure to align
with the the harmonization of standards.

3. Mechanisms for secure data portability and transfer
within the region

There is a crucial need for mechanisms that enable secure,
transparent, and efficient transfer of data across borders,
with a specific focus on Al development and deployment,
balancing between the need for open data flows and
safeguards against unauthorized access or misuse.

A compelling argument for U.S. agreement would focus on
the importance of cross-border data flows for companies’
capacity to operate outside the United States, as well as

an emphasis on the trust created by safeguards, which
significantly contributes to tech stack companies’ ability
to win global customers and export their products. Mexico
should continue implementing measures that, on the one
hand, reduce and eventually eliminate the gap in internet
access among its population and, on the other, help
strengthen individual, corporate, and public sector skills.
This will enable the proper integration and effective use
of data in both the digital economy and the provision of
public services.

4. Clarifying intellectual property rights in data usage
for Al training

Clear rules would support innovation while protecting
the rights of creators, data owners, and end users
across the three economies. The annex should clarify
how intellectual property rights will apply to data used
in model training and output generated by Al systems,
separate from the broader treatment of intellectual
property in the USMCA itself.

Securing U.S. agreement to anything regarding
intellectual property for model training will likely require a
very light touch. With no legislation to guide the question,
several documents from relevant agencies and court
cases currently being considered are slowly gelling into
an answer on what tech companies may do for model
training. Pre-existing law precludes the copyrighting of
raw facts or data, and the “fair use” doctrine has been the
basis for the liberal use of all forms of data for training
to date. However, opponents believe that Al use extends
substantially beyond what these laws can imagine.

More recently, the U.S. Copyright Office’s nonbinding
report on copyrighted materials for Al training indicates
“fair use” hinges on whether a model can subsequently
reproduce infringing content or whether it sufficiently
transforms it. Other court cases are expected to set
additional precedent that could either solidify fair use
access or curb it; however, key cases thus far have either
been settled or dismissed for other reasons. Overall,
based on statements from key officials in the current

U.S. administration, the U.S. is highly unsupportive of
any measure in the USMCA that would complicate Al
companies’ ability to train models.

Mexico has already begun establishing initial legal
criteria on this matter through Supreme Court ruling
6/2025 (Juicio de Amparo). However, many key judicial
and administrative positions remain undefined. It

is therefore essential that North American partners
work toward regional alignment and clear guidance on
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this issue, incorporating it directly into copyright and
industrial property legislation.

5.Trilateral funds for Al infrastructure and R&D

The establishment of trilateral funding mechanisms

for shared investments in Al infrastructure -including
compute resources, data, and testbeds, and promotion
of collaborative research initiatives- would address
regional disparities in Al readiness, encourage joint
innovation that reflects shared democratic values and
economic priorities, and provide researchers with access
to Al inputs and data that are otherwise difficult to pool
together.

For both the U.S. and Mexico, trilateral investment
presents an opportunity to enhance infrastructure more
cost-effectively, while also advancing Al grounded in

free speech and democratic values by fostering an
environment for broad innovation. Particularly for the
U.S., joint research would also provide an opportunity to
promote the use of American open-source Al models over
those from China or other open-source models, a priority
outlined in the White House's Al Action Plan.

Conclusion

Al governance is one of the significant challenges of the
21st century. In a fragmented international landscape,
North America has the opportunity to articulate a

unified vision that combines security, innovation, and
competitiveness. The USMCA, as an already consolidated
institutional framework, can serve as a platform for this
convergence.

The analysis of the current regulatory landscape reveals
an uneven panorama: the United States leads from a
commercial power perspective, Canada is transitioning
toward a more flexible governance approach, and Mexico
stands in a fertile position to design its regulatory
strategy from the ground up. This diversity, rather than a
weakness, can become an advantage if articulated within
a trilateral framework.

Including provisions on cybersecurity, privacy, data flows,
infrastructure, and intellectual property in the USMCA
would allow the region to position itself as a reliable,
secure, and competitive hub for artificial intelligence.
Moreover, such an agreement could serve as a global
reference point at a time when Europe is evaluating the
implementation of its Al Act and China continues to
advance its own regulatory model.
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The call is clear: to begin technical negotiations to
integrate Al governance mechanisms into the USMCA.
Doing so would not only strengthen regional cooperation
but also send a message to the world about North
America’s capacity to lead in building a fair, secure, and
sustainable digital order.
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Policy Recommendations

STRENGTHEN
CYBERSECURITY

COOPERATION

Develop procedures for
notification, coordination, and
joint response to cyber incidents,
with a special focus on Al-related
developments in the cybersecurity
field.

Develop real-time information-
sharing channels and cross-border
emergency response protocols.

Conduct joint assessments

of frontier Al model risks to
anticipate emerging threats and
vulnerabilities.

Encourage U.S. participation by
framing coordination as a national
security imperative amid domestic
cyber agency restructuring.

Support Mexico in creating a
national cybersecurity policy
and enhancing federal and local
technical capacity for detection,
analysis, and recovery.

HARMONIZE DATA

PROTECTION AND PRIVACY

STANDARDS

Adopt interoperable data
protection frameworks aligned
with international best practices to
promote trust in Al systems.

Frame harmonization as a way to

reduce compliance burdens for North

American businesses and stimulate
regional competitiveness.

Leverage regional cooperation to
position North America as a global

standard-setter in digital governance.

Support Mexico's institutional and
legal modernization to align with
trilateral privacy standards.
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ENABLE SECURE AND
TRANSPARENT DATA
PORTABILITY

Create mechanisms for
secure, transparent, and
efficient cross-border data
transfers, particularly for Al
development.

Balance open data flows with
robust safeguards against
misuse or unauthorized
access.

Emphasize to the U.S. that
such frameworks enhance
trust and export capacity for
tech companies operating
globally.

Prioritize digital inclusion
policies in Mexico to reduce
the internet access gap and
strengthen public and private
data capabilities.



CLARIFY INTELLECTUAL
PROPERTY RULES FOR Al

TRAINING
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ESTABLISH TRILATERAL Al
INFRASTRUCTURE
AND R&D FUNDS

Develop clear, predictable rules on
intellectual property rights in Al training
data and outputs to support innovation and
protect creators.

Maintain a light-touch approach for U.S.
alignment, recognizing ongoing domestic
legal debates on fair use and copyright in
the context of Al.

Encourage judicial and legislative
harmonization across North America to
provide consistent guidance and support.

In Mexico, expand jurisprudence beyond
current Supreme Court rulings (e.g., June
2025) and implement legal reforms to
establish a unified legal position on Al data
use.

Create joint investment funds for Al infrastructure,
compute capacity, and research testbeds.

Promote collaborative research projects reflecting
democratic values and shared economic priorities.

Utilize trilateral funding to mitigate regional disparities
in Al readiness and promote equitable participation.

For the U.S., positioning collaboration as a strategic
opportunity to boost value-aligned innovation and
counter the growing use of Chinese Al models.

Strengthening trilateral cooperation on Al governance
will not only enhance digital trust and security but

also reinforce North America’s position as a global
investment hub. A coherent regional framework will
provide certainty for companies, attract high-value
digital investment, and consolidate the USMCA's role as
a platform for innovation-driven trade.
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CHAPTER IV: MEXICO'S EVOLVING DIGITAL REGULATORY
LANDSCAPE AND THE USMCA DIGITAL AGENDA

BY ELENA ESTAVILLO

Introduction

Mexico is undergoing a process of profound transformation

in its institutional and regulatory architecture, particularly in
areas related to the digital economy, telecommunications,
economic competition, and data governance. These changes,
some already implemented and others in the legislative design
or administrative implementation phase, may have direct
repercussions on the commitments made under the USMCA.

Mexico's restructuring of its digital governance architecture

— from the creation of new agencies and the elimination of
autonomous bodies to changes in digital identity, platform
oversight, data protection, cybersecurity, and the state’s direct
participation in digital markets — signals a significant shift. As
a result, regulatory consistency and regional interoperability
become strategically essential. This chapter identifies the main
recent developments and analyzes the issues that may require
discussion or updating within the framework of the USMCA,
particularly in Chapter 19 (Digital Trade) and in provisions on
competition, telecommunications, and intellectual property.

This analysis is especially timely because the agreement'’s
mandated 2026 review will require the three countries to
assess how well existing digital trade disciplines address
emerging technologies, regulatory reforms, and evolving
standards across North America.

New institutions and reconfiguration of the digital
regulatory framework

The creation of the Agency for Digital Transformation and
Telecommunications (ATDT) is one of the most significant
institutional changes in recent Mexican public policy. Its
mandate covers both the digital transformation of the public
sector and the supervision of telecommunications and national
technological infrastructure. The Mexican state argues that
concentrating these functions in a single body will reduce
fragmentation and strengthen the state’s capacity to manage
digital infrastructure and cybersecurity.

Hierarchically created within the ATDT, the new Federal
Telecommunications Commission (CRT) is responsible
for a significant portion of the powers previously held by
the now-defunct Federal Telecommunications Institute
(IFT). The ATDT aims to consolidate functions previously
held by both the executive branch (the former Ministry

of Communications and Transportation, the Digital
Strategy Coordination Office, and other entities), as well
as certain oversight functions formerly under the IFT.
This autonomous constitutional body—an institution
created with legal and operational independence from the
executive branch—has generated debate about the proper
distance between the government’s operational powers
and the necessary neutrality of regulatory authorities.

In terms of the USMCA, these changes create a
potential area for review with respect to the principles
of regulatory independence established in Chapter 18
(Telecommunications) and Chapter 21 (Competition
Policy). Because the CRT, although technically
autonomous, is administratively situated within the
ATDT, its status under the USMCA could be subject to
interpretation.

Parallel to the creation of the CRT, the National Antitrust
Commission (CNA) was established as a decentralized
public body within the Ministry of Economy, replacing

the Federal Competition Commission, which was an
autonomous constitutional body like the IFT. While the
CNA assumes core responsibilities previously exercised

by COFECE—such as investigating anticompetitive conduct
and reviewing mergers—its placement within the executive
branch has raised questions about whether it will retain the
same degree of independence and enforcement capacity.
Locating the CNA within the Ministry of Economy marks

a departure from the constitutional autonomy formerly
held by COFECE, raising concerns about the regulator’s
ability to operate with comparable independence. This
shift has direct implications for competition neutrality,

a key principle embedded in the USMCA's provisions on
competition and state-owned enterprises.
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This institutional reconfiguration, coupled with the
disappearance of the INAI, is evidence of a profound
overhaul of the system of autonomous bodies related to
the digital ecosystem. The elimination of an independent
data-privacy and transparency regulator may introduce
greater regulatory uncertainty, as foreign companies

rely on predictable oversight and precise enforcement
mechanisms when handling personal data, managing
compliance obligations, or engaging with public entities.
Such changes may affect investment conditions, market
entry, and competitive neutrality in digital and connectivity
markets, particularly if companies perceive reduced
institutional checks, weaker safeguards, or less clarity in
the application of digital-sector regulations.

In this context, there is also growing participation by
state-owned companies in strategic markets, which, under
the reforms to the legal framework, will be exempt from
full compliance with the Federal Economic Competition
Law. This raises a debate on the principles of non-
discriminatory treatment and competition neutrality.
These principles are central not only to the USMCA but
also to several multilateral frameworks, suggesting that
further clarification may be needed to ensure equivalent

competitive conditions in technologically intensive sectors.

Given the depth of these reforms, they are likely to form
part of the discussions during the USMCA's 2026 review,
when the three countries reassess how institutional
changes affect core commitments.

Recent legal reforms and their impact on the
digital environment

The Single Identity Platform, which integrates the CURP
(Clave Unica de Registro de Poblacién), Mexico's national
personal identification code, with biometric data — such
as fingerprints, facial recognition templates, and iris or
photograph-based identifiers — constitutes a structural
change in the management of personal information in
Mexico. Its stated objective is to improve the efficiency
of the state and facilitate the interoperability of public
databases. These reforms also interact with Mexico's
obligations under USMCA Article 19.8, which requires all
parties to adopt or maintain a legal framework for the
protection of personal information, including appropriate
safeguards for sensitive data.

At the same time, the reform has direct implications for
Mexico's international commitments on personal data
protection, privacy, and digital security, including binding
obligations under the USMCA’s Digital Trade Chapter.

NOVEMBER 2025

Having a digital identity system managed by the
government itself is a modern tool that facilitates the
state’s relationship with its citizens and the exercise of
their rights. However, some of the particularities of recent
legal reforms suggest the potential for access to personal
data that extends beyond the need for identification
purposes. The expanded purposes may include oversight
and public security objectives, raising questions about
the transparency of the legal and operational safeguards
in place to protect individuals’ rights. These concerns

are especially relevant given international standards—
such as the Organisation for Economic Co-operation

and Development (OECD) Privacy Guidelines, the Inter-
American human rights framework, and the General Data
Protection Regulation (GDPR)-inspired principles, which
emphasize purpose limitation, proportionality, and strong
safeguards for sensitive data.

The various legal provisions that will enable government
entities to centralize critical public and private databases
suggest that Mexico is transitioning toward a digital
environment where data interoperability and portability
are not only a technical issue, but also a regulatory and
commercial one. In the context of the USMCA, where

the U.S. and Canada have different standards on data
flows, localization, and privacy, these reforms could
generate regulatory asymmetries, such as divergent
consent requirements, inconsistent rules on biometric
data, different limitations on automated processing, and
mismatched obligations for cloud providers and data
storage practices. Such gaps may ultimately affect digital
trade, the provision of cloud-based services, and the
broader process of regional integration.

Within the framework of the USMCA, this development
could prompt a broader debate on harmonizing data
protection principles and cross-border data transfers.
Under Articles 19.11 (cross-border transfer of information)
and 19.12 (prohibition of data-localization requirements),
the agreement recognizes the free movement of data
among the three countries, provided that each party

offers “equivalent protection”—meaning safeguards that
achieve comparable levels of privacy, security, and rights
protection, even if implemented through different domestic
regimes. To maintain compatibility with U.S. and Canadian
standards, Mexico may need to strengthen its oversight
and certification mechanisms, including interoperable
frameworks or mutual-recognition schemes for privacy
compliance. This is particularly relevant for areas such as
automated decision-making and biometric data processing,
where shared principles on consent, transparency, and
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proportionality would help ensure consistent protections
across borders.

Additionally, the processing of data on children and
adolescents on the Single Platform warrants special
attention, as minors are considered a highly vulnerable
group whose personal information requires heightened
safeguards due to their limited capacity to provide
informed consent and the long-term consequences of
misuse. International commitments on children’s rights
reinforce this higher standard, and comparable frameworks
in the United States—such as the Children’s Online Privacy
Protection Act (COPPA)—and Canadian privacy guidance,
which recognize enhanced protections for minors, illustrate
the expectation that children’s data be subject to stricter
oversight, transparency, and purpose limitations.

Article 30-B of the Federal Tax Code (Cddigo Fiscal

de la Federacion), recently enacted, requires digital
platforms that provide services in Mexico to allow the Tax
Administration Service (SAT) permanent, online, real-time
access to information in their systems or records related
to the digital services they provide, with non-compliance
potentially resulting in the temporary blocking of the
platform. This model of direct, real-time access to private
operational databases—rather than relying primarily on ex
post audits or periodic reporting—has been described by
industry and civil-society groups as unprecedented and
highly invasive in comparative practice.

For U.S. digital platforms subject to the measure, the
requirement raises cross-border data governance and trade
concerns, as real-time access could conflict with internal
security protocols, data-protection standards, and U.S.
corporate compliance rules. It may also be interpreted

by the United States as a potential barrier to digital trade
under the USMCA—particularly if such access is deemed
disproportionate, discriminatory, or inconsistent with
commitments on data flows, regulatory transparency, and
the treatment of digital service suppliers. Failure to comply
with Article 30-B may result in the temporary blocking

of the platform in Mexico, creating operational and
commercial risks for foreign service providers.

Although the stated objective is to ensure tax collection
in the digital economy, this provision raises several issues
of trilateral interest:

Proportionality and due process, by allowing the
blocking of digital services without prior judicial
intervention.

Compatibility with the principles of free trade and
technological neutrality of the USMCA.

Risks to freedom of expression, the right to
information, and the continuity of essential
services, as digital platforms are now critical for
social and economic infrastructures.

The inclusion of these powers could lead to discussions
on the need for common standards for digital oversight,
safeguards for user protection, and limits on state access
to business systems, issues that could be addressed in the
review of the agreement.

Regarding the radio spectrum, its cost remains a
contentious issue in the sector. Mexico maintains some of
the highest rates in the region, which has been identified
as a barrier to investment and the deployment of advanced
networks. From the perspective of the USMCA, this could
be linked to the principle of non-discriminatory treatment
and the promotion of competition in telecommunications
services. However, the new regulatory framework
contemplates the possibility of discounts on radio
spectrum usage fees in exchange for investments in
coverage, which could, in practice, reduce the cost of this
essential input.

A trilateral discussion could focus on the need to
harmonize criteria for the efficient use of spectrum,
establish reasonable rates, and promote cross-border
connectivity, especially in border and rural areas, where
technical cooperation could facilitate the expansion of
digital access.

In terms of intellectual property, Mexico faces new
challenges arising from the rise of generative artificial
intelligence and the use of content for model training.
Although the USMCA already provides a notice-and-
takedown system for copyrighted content, the mechanism
was not designed to accommodate the realities of current
artificial intelligence system development. Recent legal
disputes involving the use of copyrighted materials and
personal likenesses for Al training—most notably The New
York Times v. OpenAl and Microsoft, which challenges
the use of news content in training large language
models, as well as growing disputes over Al-based
cloning of performers’ voices, open the door to a broader
interpretation of the agreement.
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This could lead to discussions on:

The definition and protection of derivative works
created by Al.

The responsibility of platforms in handling
protected content.

The balance between technological innovation and
copyright.

An update to the USMCA could include provisions on the
fair use of data and content for Al, as well as transparency
mechanisms in algorithmic training processes.

Data governance, cybersecurity, and technological
sovereignty

The expansion of public databases, interconnection with
private systems and databases, centralization of access
to large amounts of personal data, and new access
obligations for tax authorities demand a more transparent
framework for data governance in Mexico. At the trilateral
level, discussions could be opened on:

Establishing common standards for interoperability
and traceability of information.

Defining joint protocols for the protection,
processing, and safeguarding of sensitive data.

Promoting portability and individual control over
personal data as a shared principle.

The treaty review could lead to a technical cooperation
agenda on data governance, which would strengthen
digital trust and compatibility between public and private
systems.

Cybersecurity has become a central concern in the digital
economy. Mexican reforms aimed at strengthening state
technological oversight and cooperation between the
ATDT, SAT, and other agencies open opportunities to
advance a regional framework for cyber resilience. Recent
cross-border cyber incidents in North America, including
attacks on critical infrastructure such as pipelines,
financial networks, and public services, demonstrate how
vulnerabilities in one country can disrupt supply chains and
economic activity across the region.
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The USMCA could evolve toward the creation of a
permanent mechanism for cooperation on cybersecurity,
aimed at:

The exchange of information on threats and
vulnerabilities.

Coordinating responses to cross-border incidents.

Joint protection of critical infrastructure, including
telecommunications, financial systems, and digital
supply chains.

Cooperation in this area would strengthen trust
between countries and reduce the risks of technological
fragmentation.

The concept of technological sovereignty refers to the
state’s ability to control, manage, and secure its digital
infrastructure, data, and technological resources. It
includes policies that promote local data hosting, domestic
cloud capacity, requirements for physical presence of
technology providers, and the construction of public digital
infrastructure.

While these objectives seek to ensure national security
and control, they may also have implications for

USMCA commitments on cross-border data flows and
the prohibition on imposing localization requirements.
The review could explore balanced formulas that allow
countries to preserve legitimate sovereignty objectives
without restricting digital trade, including narrowly tailored
exception clauses grounded in national security, personal
data protection, or public-interest considerations—
provided they incorporate transparency, necessity, and
proportionality safeguards.

Digital rights and protection of vulnerable groups

The transition to an increasingly interconnected digital
ecosystem poses challenges for the protection of human
rights, which now carry both commercial and regulatory
implications for the USMCA. As cross-border digital
services, data practices, and algorithmic systems operate
simultaneously across all three countries, gaps in the
treaty’s current framework—adopted before today’s Al
landscape and the widespread adoption of large-scale
biometric and digital-identity systems—have become more
evident. The 2026 review offers a timely opportunity to
address these issues and strengthen trilateral alignment.
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Among the issues that could be prioritized are:

Protect children’s and adolescents’ digital rights,
as they face heightened risks from profiling,
tracking, targeted advertising, and opaque
algorithmic decisions—issues closely tied to cross-
border digital services under the USMCA.

Strengthen algorithmic ethics through
transparency, fairness, explainability, and

accountability to help prevent discriminatory
outcomes in Al systems.

Promote digital inclusion and universal
accessibility to reduce social and economic gaps
and ensure broad participation in North America’s
digital economy.

Together, these issues underscore why the 2026 review

is a pivotal moment to modernize the USMCA's digital
provisions and foster a people-centered digital economy—
one that strikes a balance between innovation, trade
integration, and the protection of vulnerable groups across
the region.

Conclusion

Mexico's recent digital regulatory trajectory reflects a
growing tension between its USMCA commitments—
particularly those facilitating cross-border data flows—and
the federal government’s push to expand state authority
over critical infrastructure and data.

Recent institutional and legal reforms in Mexico,
including the creation of the ATDT, the reconfiguration of
competition and telecommunications bodies, the Single
Identity Platform, expanded digital oversight powers,
and the increasing role of state-owned companies in the
technology sector, mark a turning point in the country’s
digital governance. While this new architecture reflects
priorities such as strengthening security, advancing
government digitalization, and reducing gaps, it also
intersects uneasily with principles embedded in the
USMCA's digital trade framework. As implementation
and future negotiations unfold, partners will likely seek
exceptions and adjustments to balance strategic interests,
sovereignty, and digital security.

The resulting dynamic prompts Mexico to explore hybrid
solutions: rules that favor interoperability and trade in
digital services, along with measures that strengthen local
capacities—such as cloud infrastructure and data centers,

platform regulation, and digital industrial policies—to
reduce external vulnerabilities and promote technological
sovereignty.

Beyond its domestic effects, this transformation reshapes
the landscape for regional integration. The USMCA could
be updated to incorporate emerging trends in:

Data protection, cybersecurity, and algorithmic
governance.

Technological sovereignty and cooperation on
critical infrastructure.

Competition, free market access, competition
neutrality, and state participation.

Digital rights and the protection of vulnerable
groups.

At the same time, these shifts create opportunities for
North American cooperation in areas such as:

Al governance and ethical standards

Cybersecurity resilience and coordinated incident
response.

Cross-border 5G corridors and next-generation
connectivity.

Secure management and interoperability of
sensitive data.

Developing joint frameworks in these areas would
strengthen regional competitiveness and help transform
potential tensions into avenues for innovation, trust-
building, and deeper integration.

Overall, Mexico's evolving digital governance architecture
sets the stage for a more substantive trilateral discussion
in the years to come. The 2026 USMCA review offers

a critical opportunity to modernize the digital chapter,
align regulatory expectations, and craft a forward-looking
regional agenda that balances sovereignty and integration,
control and neutrality.
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Policy Recommendations

STRENGTHEN
SAFEGUARDS FOR
SENSITIVE AND

REINFORCE REGULATORY
INDEPENDENCE AND
INSTITUTIONAL CLARITY

ADVANCE A TRILATERAL
DIALOGUE ON DATA

GOVERNANCE AND DIGITAL

IDENTITY

CHILDREN'S DATA

Ensure that the mandates and
governance structures of the ATDT,
CRT, and CNA preserve a clear
separation between operational
functions and regulatory oversight.
Transparent appointments, fixed
terms, and reporting standards would
strengthen alignment with USMCA
commitments on telecommunications
and competition.

ENSURE PROPORTIONALITY

AND DUE PROCESS IN

DIGITAL OVERSIGHT
MEASURES

Use the USMCA review process to
promote convergence around core
data protection principles, including
purpose limitation, proportionality,
and cross-border interoperability. This
dialogue is particularly relevant as
Mexico implements the Single Identity
Platform and expands centralized
databases.

PROMOTE A JOINT
REGIONAL APPROACH
TO SPECTRUM AND
CONNECTIVITY

Establish dedicated rules and
oversight mechanisms for
biometric data and information
related to minors, drawing on
international standards and
comparable U.S. and Canadian
frameworks. Independent
audits and impact assessments
would reinforce public trust.

UPDATE USMCA
DISCIPLINES TO
ADDRESS Al AND

DIGITAL CONTENT USE

Implement explicit procedural
guarantees for obligations under
Article 30-B of the Federal Tax Code,
including transparency, notification,
correction periods, and, where
appropriate, judicial review. Such
safeguards can protect digital

trade flows and reduce operational
uncertainty.

Encourage trilateral cooperation

on spectrum pricing, efficient
assignment, and coverage
obligations to reduce investment
barriers and accelerate 5G
deployment. Cross-border
connectivity initiatives can
strengthen the digital integration of
North American supply chains.

Launch a review of how existing
notice-and-takedown and
copyright provisions apply to

Al training data and derivative
works. Clarifying fair-use
parameters and transparency
expectations for Al systems
would enhance legal certainty
and innovation across the
region.
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CHAPTER V: TELECOMMUNICATIONS AND
CROSS-BORDER CONNECTIVITY

BY ALEJANDRO NAVARRETE
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Introduction

The digital economy relies on a robust
telecommunications infrastructure and on efficient service
provision. Accordingly, telecommunications services and
resources, particularly spectrum management, require

a comprehensive and adequate regulatory framework to
operate efficiently. Governments worldwide have identified
distinct alternatives to regulate the telecommunications
sector and promote effective competition in this market.

Telecommunications infrastructure forms the backbone
of the digital economy. Reliable broadband, fiber-optic
networks, and mobile connectivity are prerequisites for
digital trade, the deployment of artificial intelligence, and
regional competitiveness under the USMCA.

The Mexican telecommunications regulator

Mexico’s evolving telecommunications framework plays
a decisive role in enabling cross-border data flows and
ensuring North America’s competitiveness in the digital
economy. Before 1995, Mexico employed a centralized
scheme to regulate telecommunications within the
Secretary of Communications and Transport (SCT),

a federal secretariat that defined both public policy
formulation and specific sector regulation. Under that
scheme, it was hard to separate political decisions from
technical ones. But the opening of telecommunications
markets around the world, initiated in the mid-1980smid-
1980's, required a different approach, with specialized
agencies for economic competition and technical
regulation.

Instead of a single state-owned company, the
telecommunications market became a dynamic system
with several service providers competing. These technical
agencies would offer market predictability and stability
far beyond the six-year term of Mexico's presidency.

The liberalization of Mexico's telecommunications

sector mirrored global trends in the 1990s and laid the

groundwork for today’s digital integration across North
America.

The agencies created at that time — the antitrust agency,
the Federal Competition Commission (Cofeco), in 1993,
and the regulatory agency, the Federal Communications
Commission (Cofetel), in 1995 — had technical and
operational autonomy. Still, they were both attached to

the former federal secretariats that held those functions,
thus having partial independence. In addition, coordination
between Cofeco and Cofetel was often neither smooth

nor efficient, leaving telecommunications operators, in
many cases, trapped for years in legal disputes over the
resolutions of the former before the latter could implement
the corresponding regulatory relief measures. This
institutional fragmentation reduced investor confidence
and slowed the rollout of next-generation networks.

In January 2012, the Organization for Economic
Co-operation and Development (OECD) issued the
“OECD Review of Telecommunication Policy and
Regulation in Mexico” with specific recommendations

to address the drawbacks that were hindering Mexico’s
telecommunications sector. Those recommendations
were incorporated into the 2013 Constitutional Reform
on telecommunications, which established a new
regulatory agency in Mexico for telecommunications and
broadcasting—the Federal Telecommunications Institute
(IFT)—and also designated it as the antitrust authority
for those sectors. The reform signaled to investors that
Mexico was moving toward a predictable, rules-based
environment for connectivity—an essential condition for
cross-border digital trade and for the implementation of
the North American Free Trade Agreement (NAFTA).

The 2013 reform also created a new antitrust authority, the
Federal Economic Competition Commission (Cofece). This
time, both agencies were given constitutional autonomy
from the federal government’s executive branch. The intent
was to shield them from the sexennial political sways,
while also recognizing their highly technical nature.
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In December 2024, the landscape changed once again with
a new constitutional reform that called for the abolition

of the autonomous agencies and the return of their
functions to the executive branch. A new federal institution
at the ministerial level, the Digital Transformation and
Telecommunications Agency (ATDT), was created to
centralize and unify the federal government’s digital
capabilities. This initiative aims to simplify and digitize
government procedures, foster connectivity, and develop
technological infrastructure to create a public software
factory and digital platforms.

However, market participants remain concerned that this
re-centralization may reduce regulatory predictability
and deter foreign investment unless clear safeguards for
technical independence are established. While the ATDT
aims to streamline government operations, centralizing
regulatory functions under the executive branch raises
concerns about the politicization of technical decisions
and the erosion of long-term regulatory certainty.

After a long process that lasted through most of 2025, two
new agencies were created to replace the existing ones:
the National Antitrust Commission (CNA), serving as the
antitrust authority under the Secretariat of Economy (SE),
and the Telecommunications Regulatory Commission
(CRT), acting as the telecommunications and broadcasting
regulator under the ATDT, similar to how Cofeco and
Cofetel were attached to federal secretariats twelve years
earlier.

Although CRT has the faculty to grant, modify, and retire
concessions, as well as impose fines, it remains unclear
whether it will prioritize technical decisions over political
ones. In response to antitrust issues, the CNA will now
address these concerns, leaving the CRT with only the
regulatory aspects of the telecommunications sector.

It is essential to note that this aspect alone will require
close and prudent coordination between the antitrust and
regulatory commissions to avoid reviving the disputes and
inefficiencies that occurred earlier between Cofetel and
Cofeco.

Coordination between the CNA and CRT will directly
influence Mexico's ability to implement the digital

trade provisions of the USMCA and maintain regional
confidence in its regulatory environment. Examples of this
coordination include the definition of auction rules for
spectrum auctions and the definition of market power and
relief measures for companies in the telecommunications
market, among others.
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Regulatory landscape

The new federal telecommunications act (Ley Federal en
materia de Telecomunicaciones y Radiodifusion), issued
in July 2025, is, in essence, quite similar to the previous
legislation. This means that service providers may expect
a certain degree of continuity in how concessions are
granted and services regulated.

Since 1995, spectrum concessions for commercial
services in Mexico have been granted through public
tender processes. Spectrum assignment for commercial
licenses (concesiones) in Mexico is broadly similar to the
system used in the United States, with the key distinction
that concessions for a specific frequency band are granted
for a finite term of up to 20 years, renewable for similar
periods.

The recently enacted legislation still requires spectrum
concessions for commercial use to be granted by a public
tender. However, high spectrum pricing in Mexico remains
a problem that should be addressed to foster greater
spectrum allocation for 5G and future technologies.
Excessive spectrum costs discourage private investment
and constrain 5G deployment.

Despite IFT's efforts over the last 7 years, spectrum annual
fees remain up to 86 percent above the international
median across most frequency bands. This has resulted in
service providers returning spectrum blocks to the Mexican
State, poor auction results for additional spectrum for
advanced telecommunications services, and a slow
deployment of 5G services in the country. As of mid-2025,
5G coverage in Mexico remains below 45 percent of the
population, compared with over 80 percent in the United
States and 70 percent in Canada (GSMA Intelligence
(2024); IFT (2024). Addressing pricing distortions would
accelerate regional connectivity and support near-shoring
operations that rely on advanced networks.

Coordination of frequency bands along the common border

Coordination of the use of frequency bands along the
border between Mexico and the United States is not a
new concept. Both countries have bilateral agreements
(MoUs) covering most of the frequency bands used for
telecommunications services. Of particular interest

is the use of frequency bands for International Mobile
Telecommunications (IMT), which are used by 5G and
other advanced mobile technologies.
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The increased use of IMT bands requires both countries to
work together to harmonize their use along the common
border. In general, both countries allocate the same
services for each frequency band; however, there are some
exceptions, either in the use of specific frequency bands or
in the technology used and/or the distribution of services
for those bands. These cases require operators on both
sides of the border to work together to avoid harmful
interferences, with the aid of the regulators.

Access to infrastructure for telecommunications
networks

Besides an adequate spectrum assignment and
management, fair and non-discriminatory access to
infrastructure is vital to promoting market competition
in the telecommunications sector. In Mexico, operators
declared “preponderantes” (predominant) by the
regulator must comply with specific infrastructure
access obligations to ensure a level playing field for all
market participants. Additionally, federal government
public buildings and infrastructure can be used by
telecommunications operators to deploy their networks.
However, in many cases, municipal regulations hinder
network deployment by imposing conditions or even fees
that are difficult for operators to meet.

Roaming agreements and data portability

Public telecommunications networks on both sides of

the border share traffic and services through roaming
agreements. These agreements enable users to utilize
their contracted service plans seamlessly across North
America. However, data portability among digital platforms
remains a challenge to be fully addressed. Facilitation
measure under USMCA Chapter 19. Coordinated standards
would enable seamless service continuity for users
moving across borders. Agencies responsible for data
protection regulations and data portability should work

in a coordinated manner to foster competition without
compromising information privacy.

Digital platforms in Mexico currently face expansive,

and sometimes overlapping, regulatory initiatives from
agencies such as the ATDT, the CRT, and the Treasury
Secretariat. A coherent approach is needed to safeguard
innovation, user privacy, and freedom of expression while
ensuring fair competition.

Conclusion

Predictable, independent regulation and affordable access
to spectrum are fundamental to sustaining North America’s
digital transformation and ensuring a competitive
telecommunications environment across borders.

The spectrum assignment policy in Mexico is expected
to remain under the same rules as in recent years, using
public tenders to grant commercial licenses, in line with
international best practices. Certainty and clarity on how
spectrum is assigned would foster the deployment of
5G and future technologies in Mexico. Spectrum pricing
in Mexico remains unresolved and should be addressed
to foster spectrum assignment. The new antitrust

and telecommunications regulatory agencies face the
challenge of working together in a coordinated way to
promote investment and provide a level playing field
among service providers.

Mexico's and the U.S. regulators need to continue

with their close collaboration to guarantee seamless
telecommunications service provision along the
common border. On the other hand, with more than 5,000
municipalities in Mexico, there is a significant challenge:
different local regulations hinder the deployment of
telecommunications networks and the expansion of
service coverage. Data portability and data protection
are issues that must be addressed together to foster
competition in protecting user data privacy.

Looking ahead, aligning connectivity policy with artificial-
intelligence readiness and digital-trade facilitation will
position North America as a global benchmark for secure,
interoperable telecommunications systems. A coherent
and coordinated telecommunications policy is essential
for the region’s digital integration and for maximizing the
benefits of the USMCA Digital Chapter.
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Policy Recommendations

INSTITUTIONAL
GOVERNANCE AND

INDEPENDENCE

CROSS-BORDER AND

REGIONAL COOPERATION

NOVEMBER 2025

MARKET
COMPETITIVENESS
AND INFRASTRUCTURE
DEPLOYMENT

+  Guarantee real operational and
management independence
of the antitrust and the
telecommunications regulatory
agencies when issuing their
resolutions.

«  Ensure a close collaboration and
coordination between the antitrust
and the telecommunications
regulatory agencies to foster
competition.

Strengthen cooperation

between Mexico and the U.S!
telecommunications regulatory
agencies regarding harmonization
of frequency bands, future service
deployments, and avoidance of
harmful interference along the
common border.

Encourage joint technical working
groups to address shared challenges
in emerging technologies and
cybersecurity resilience.

Address the problem of high
spectrum annual fees in
Mexico to promote additional
spectrum assignment for 5G
and future technologies.

Simplify or harmonize
municipal regulations
governing network deployment
(e.g., rights-of-way, zoning, and
permitting) to expand national
coverage.

Facilitate fair access to public
infrastructure for network
deployment while safeguarding
competitive neutrality.

DATA PORTABILITY, USER RIGHTS, AND PLATFORM REGULATION

Foster cross-border roaming agreements between telecommunications operators on both sides of the border to
ensure the continued seamless provision of telecommunications services across North America.

«  Advance data portability policy coordination between Mexico and the U.S., to foster competition without risking user

information privacy.

«  Carefully define any new regulations on digital platforms, guaranteeing freedom of speech, freedom of access to

information, user data protection, user privacy, and a fair competition landscape.
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