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NAFTA changed the trade dynamic of all three countries. Before NAFTA, complicated production regulations 

created the need for maquiladoras (twin plants) that resulted in co-production of goods on both sides of the 

Mexico-U.S. border. This need was relieved by NAFTA, but lower labor rates, increased manufacturing 

expertise, and the growth of Mexico as an export market for U.S. and Canadian goods continued to feed 

demand for manufacturing and distribution facilities along the border. Companies still, however, are avoiding 

risk by placing facilities on both sides of the border, which ensures a consistent flow of components to their 

manufacturing operations and products to consumers. Most Canadian goods bound for Mexico are warehoused 

in the U.S. because of the larger and steadier demand in the U.S. than the Mexican market. Interviews with 

Cushman &Wakefield and NAIOP professionals support this view. 

The fluctuating U.S. dollar, labor costs, and rules and regulations for specific products have all impacted 

logistics planning. A downturn in the U.S. dollar in mid 2008, for example,  pushed some Canadian warehousing 

to the United States, especially for raw or semi-processed commodities (wheat or oil), which have low labor 

requirements. Goods that demand more labor intensive processes usually stay in Canada because of lower 

benefit costs, which is mainly a result of nationalized health care in Canada.

Trilateral trade has many challenges. Variances in customs and regulations have caused delays along the borders. 

Many logistics companies have set up shop in border locations between Mexico and the U.S. to handle the 

increased volumes, while near-border free trade zones (FTZs) offer on-site customs processing for goods 

needing inspection or approval to enter the U.S. Truck freight crossing from Mexico into the U.S. requires a 

handoff from a Mexican to an American driver, although a pilot program being administered by the U.S. 

Department of Transportation is working to address this issue. Easing of restrictions could open up cross-

border distribution plays that are more frequently seen along the Canadian-U.S. border, where large distribution 

centers serve the needs of consumers and businesses on both sides.

Highly integrated trade is boosting warehousing 
along the borders of all three countries. In the 
coming years, Mexico is expected to experience 

the biggest gain in warehousing-related 
manufacturing. Direct access to the U.S. market 
and lower labor costs are the primary drivers. 

R e a l  Est  at e  Imp  a ct
 NAFTA Opens Doors

In Mexico, border cities such as Tijuana, Juarez, 
and Reynosa are reporting increased logistics 
action, as are some inland locations such as 
Monterrey, Mexico City and Guadalajara. On 
the U.S. side, border towns in California, Texas, 

Arizona and New Mexico are experiencing 
increased logistics and manufacturing demand, 
particularly in cities such as El Paso and Tucson, 
which boast Free Trade Zones.

R e a l  Est  at e  Imp  a ct
Free Trade Growth
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Cross border trade between the 

U.S. and Canada has remained 

strong. However, an increased 

focus on immigration and 

security regulations has led to 

border delays, which factors into 

site-selection decisions. 

Governments in both countries 

have worked to develop mutually 

compatible security programs to 

expedite clearances and enhance 

trade flows.

The biggest winner in terms of 

increased U.S.-Canada trade and 

demand for distribution space is 

the Greater Toronto Area 

(GTA), the third largest 

industrial market in North 

America. Its large population 

base and location along a corridor that straddles Detroit, Michigan and Northern New York allows it to serve 

industries and populations in Southeastern Canada, the Midwest, and New England. Mississauga, the GTA’s 

most dynamic submarket, provides a cost-competitive base with a solid infrastructure of air, road, and rail 

networks. The integration with Detroit and the industrial belt extending from Chicago to New York position the 

region as an important player in business-to-business supply chain needs. 

Vancouver has seen growth as a port of entry for goods from Asia, especially in light of congestion issues at 

other U.S. West Coast ports. Port traffic in Vancouver has been strong and growing, increasing the demand for 

warehousing and especially for large, flexible cross-docked facilities that are ideal for handling high volumes of 

freight. Significant short-sea investments in Vancouver that move cargo from the ports to warehouses and 

staging areas are expected to increase efficiency in the coming years. 

Smaller regions located along the Trans-Canada Highway have also experienced an increase in activity as a result 

of lower land costs and rent. The Sumas, Washington-Abbotsford, British Columbia crossing and the Champlain, 

New York-Lacolle, Quebec crossing have all recorded increased activity in their warehousing sectors. 

Trilateral trade and integration resulted in a greater convergence of industrial park design in the three countries. 

Mirroring the trend in the U.S., Canada is reporting a growing need for very large distribution centers (500,000 

square feet and larger). Interviews with Cushman & Wakefield and NAIOP professionals in Canada indicated 

that there has been an increase in developments with more dock doors and cross-dock facilities and increased 

truck staging. While Toronto has the greatest number of these large facilities, Calgary, and Quebec all reported a 

sizing-up and modernization of centers in the past five years. 
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Mexican development and leasing professionals are seeing the same trend, although on a smaller scale, with very 

little speculative development and build-to-suit investments being the norm. American and other foreign-based 

retailers such as Wal-Mart are entering and expanding in the Mexican market, looking for consistency in their 

facilities. As well, the rapid modernization of domestic Mexican retailing is transforming markets from coast to 

coast. This trend is coupled with an influx of institutional investors, who are credited with bringing international 

best-practices to industrial park design and operations.

About NAIOP

NAIOP, the Commercial Real Estate Development Association, is the leading organization for developers, 

owners and related professionals in office, industrial and mixed-use real estate.  NAIOP comprises 17,500 

members in North America.  NAIOP advances responsible commercial real estate development and advocates 

for effective public policy.  For more information, visit www.naiop.org.

The NAIOP Research Foundation was established in 2000 as a 501(c)(3) organization to support the work of 

individuals and organizations engaged in real estate development, investment and operations. The Foundation’s 

core purpose is to provide these individuals and organizations with the highest level of research information on 

how real properties, especially office, industrial and mixed-use properties, impact and benefit communities 

throughout North America.  The initial funding for the Research Foundation was underwritten by NAIOP and 

its Founding Governors with an endowment fund established to fund future research. For more information, 

visit www.naioprf.org.

© 2009 NAIOP Research Foundation

There are many ways to give to the Foundation and support projects and initiatives that advance the commercial 

real estate industry.  If you would like to do your part in helping this unique and valuable resource, please contact 

Bennett Gray, senior director, at (703) 904-7100 ext. 168, or gray@naiop.org.

Requests for funding should be submitted to research@naiop.org.  For additional information, please contact 

Sheila Vertino, NAIOP Research Foundation, 2201 Cooperative Way, Herndon, VA, 20171, at (703) 904-7100, 

ext. 121, or vertino@naiop.org.

This project is intended to provide information and insight to industry practitioners and does not constitute 

advice or recommendations.  NAIOP disclaims any liability for action taken as a result of this project and its 

findings.

Front cover collage: Lower right photo of Lazaro Cardenas, Mexico by Salvador Solorzano

“The work of the 
Foundation is 
absolutely essential to 
anyone involved in 
industrial, office and 
mixed-use development.   
The Foundation’s 
projects are a blueprint 
for shaping the future 
and a road map that 
helps to ensure the 
success of the 
developments where we 
live, work and play.” 
 
Ronald L. Rayevich,  

Founding Chairman,  

NAIOP Research  

Foundation
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National and Metro Predictors of Commercial Real 

Estate Development (2008)

The Contribution of Office, Industrial and Retail 

Development and Construction to the U.S. Economy 

(2008)

Measuring the Impact of Hispanic Population 

Growth on the Location of and Demand for 

Commercial Real Estate in the United States (2008)

Green Building Incentives That Work:  A Look at 

How Local Governments Are Incentivizing Green 

Development (2007)

Commercial Real Estate in a Flat World, The 

Implications of Corporate Restructuring and 

Economic Globalization for Industrial, Office and 

Mixed-Use Property in America (2007)

Exploration of LEED Design Approaches for 

Warehouse and Distribution Centers (2007)

NAIOP Terms and Definitions: U.S. Office and 

Industrial Market (2005)

Appendix: NAIOP Funded Research

The following are highlights of completed research projects funded by the NAIOP Research Foundation.   

For a complete listing and free download of research reports, please visit the Foundation’s Website at  

www.naioprf.org.

SELECT NAIOP RESEARCH FOUNDATION FUNDED RESEARCH
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Cushman & Wakefield is known the world-over as an industry knowledge 
leader. Through the delivery of timely, accurate, high-quality research reports on the 
leading trends, markets around the world and business issues of the day, we aim to 
assist our clients in making property decisions that meet their objectives and enhance 
their competitive position. 
	 In addition to producing regular reports such as global rankings and local 
quarterly updates available on a regular basis, Cushman & Wakefield also provides 
customized studies to meet specific information needs of owners, occupiers and 
investors.

Cushman & Wakefield is the world’s largest privately owned commercial real 
estate services firm with more than 15,000 professionals in 221 offices in 58 
countries. The firm delivers integrated solutions by actively advising, implementing 
and managing on behalf of landlords, tenants, and investors through every stage of 
the real estate process. Cushman & Wakefield also provides valuation advice, 
strategic planning and research, portfolio analysis, and site selection and space 
location assistance, among many other advisory services. To find out more about 
Cushman & Wakefield’s service offerings, visit: www.cushmanwakef ield.com 

For more information about C&W Research,  contact:

Maria T. Sicola
Executive Managing Director,  
Research Services
(212) 841-7781
Maria.Sicola@cushwake.com

Michael J. Williams 
Assistant Director,
Research Services
(503) 279-1794 
Mike.Williams@cushwake.com

For more market intelligence and 
research reports, visit Cushman & 
Wakefield’s Knowledge Center at  
www.cushmanwakefield.com  

Published by Corporate Communications 
© 2009 Cushman & Wakefield, Inc.  
all rights reserved. 
Cushman & Wakefield, Inc.  
51 West 52nd Street 
New York, NY 10019-6178

This report has been prepared solely for 
information purposes. It does not purport to  
be a complete description of the markets or 
developments contained in this material. 
	 The information on which this report is 
based has been obtained from sources we believe 
to be reliable, but we have not independently 
verified such information and we do not guarantee 
that the information is accurate or complete.




