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Chapter 1 

MAJOR TRENDS AND OUTLOOK 

Market Overview

The North American Free Trade Agreement (NAFTA), which was enacted in 1994 and created a free trade zone for Mexico, Canada and the United States, is the most outstanding feature in the U.S.-Mexico bilateral relationship.

Since the implementation of NAFTA, Mexican imports from the U.S. have increased exponentially, totaling over $120 billion in 2005. Through October 2006, U.S. exports to Mexico were $112.3 billion, up 13.3% over the same period in 2005. U.S.-Mexico bilateral trade has increased 232%: from $88 billion in 1993 to $292 billion in 2005, although China just surpassed Mexico as the U.S.’s second-largest trading partner.

In 2006, the economy grew by 4.5%, the highest figure since 2000, although the Treasury predicts growth slowing in 2007 to 3.6% due to slowdowns in U.S. growth and Mexican industrial production.

On December 1, 2006, Mexico inaugurated Felipe Calderon as President. Although President Calderon’s narrow electoral margin and the unusually divisive nature of the election have given rise to certain challenges, Calderon inherited a stable, growing economy tightly linked to U.S. economic cycles. With inflation under control, foreign direct investment continuing to grow and relatively stable debt and equity. 

Market Challenges 
Mexico’s size and diversity are often under appreciated by U.S. exporters. It can be difficult to find a single distributor or agent to cover this vast market.

The Mexican legal system differs in many significant ways from the U.S. system. U.S. firms should consult with competent legal counsel before entering into any business agreements with Mexican partners. The U.S. Commercial Service can provide a list of attorneys with experience in dealing with U.S. corporate clients through the Business Service Provider program.

The banking system in Mexico has shown some signs of growth after years of stagnation, but interest rates remain relatively high. In particular, small and medium enterprises (SMEs) find it difficult to obtain financing at reasonable rates despite Mexican Government efforts to increase capital for the SMEs. U.S. companies need to conduct thorough due diligence before entering into business with a Mexican firm, and should be conservative in extending credit and alert to payment delays. As one element in a prudent due diligence process, the U.S. Commercial Service offices in Mexico can conduct background checks on potential Mexican partners. There is a fee for this service.

Mexican customs regulations, product standards and labor laws may entail pitfalls for U.S. companies. U.S. Embassy commercial, economic, agricultural and labor attachés are available to counsel firms with respect to regulations that affect their particular export product or business interest.

Have patience. Everything takes more time to accomplish in Mexico than what U.S. companies are used to or would like.

Market Opportunities 
With the overwhelming amount of trade between the United States and Mexico, there are abundant market opportunities for U.S. firms in Mexico.

Mexico’s geographic proximity to the United States has propelled the maquiladora industry with thousands of factories near the U.S.-Mexico border for export back into the United States. Marketing to these manufacturers could lead to substantial opportunities for U.S. firms.

Some of the most promising sectors include: airport & ground support equipment, automotive parts & supplies, education & training services, electronic components, energy technology & services, environmental technologies & equipment, franchising, hotel & restaurant equipment, housing & construction, plastic materials/resins, security & safety equipment & services, telecommunications equipment, transportation infrastructure equipment & services and travel & tourism services.

Market Entry Strategy 

In Mexico, business is done on the basis of relationships. U.S. exporters will need to travel to Mexico frequently to develop and strengthen relationships in order to do business successfully in Mexico.

Mexican companies tend to be extremely price conscious and appreciate outstanding service. Time is essential to cultivate trust to enhance a professional partnership.

Several market entry strategies have proven to be effective in Mexico. In general, Mexicans appreciate close working relationships, so working with a locally-based agent, representative or distributor is usually essential. However, market entry strategies can vary by sector and region in Mexico. U.S. Commercial Service staff is available to provide individualized counseling to determine the best market entry strategy for a given U.S. company/product.

Chapter 2

POLITICAL AND ECONOMIC ENVIRONMENT
Political Environment
Principal Government Officials
President--Felipe CALDERON Hinojosa
Foreign Secretary--Patricia ESPINOSA Cantellano
Ambassador to the U.S.--Carlos DE ICAZA
Ambassador to the United Nations--Enrique BERRUGA Filloy
Ambassador to the OAS--Alejandro GARCIA-MORENO Elizondo 

Mexico maintains an embassy in the United States at 1911 Pennsylvania Ave. NW, Washington, DC 20006 (tel. 202-728-1600). Consular offices are located at 2827 - 16th St. NW, 20009 (tel. 202-736-1012), and the trade office is co-located at the embassy (tel. 202-728-1686). 

Besides its embassy, Mexico maintains 48 diplomatic offices in the U.S. Consulates general are located in Chicago, Dallas, Denver, El Paso, Houston, Los Angeles, Miami, New Orleans, New York, San Antonio, San Diego, and San Francisco; consulates are (partial listing) in Atlanta, Boston, Detroit, Philadelphia, Seattle, St. Louis, and Tucson. 

Political Conditions

Vicente Fox Quesada of the National Action Party (PAN) was elected president in July 2000 in what were widely considered the freest and fairest elections in Mexico’s history. Fox began his six-year term on December 1, 2000. His victory ended the Institutional Revolutionary Party’s (PRI) 71-year hold on the presidency. President Fox completed his term on December 1, 2006, when Felipe Calderon assumed the presidency.
Numerous electoral reforms implemented since 1989 have progressively opened the Mexican political system, and opposition parties have made historic gains in elections at all levels. At the same time, this opening has left Mexico’s political institutions divided. Fox is credited with ending one-party rule and consolidating the opening of Mexico’s political system. Under Fox, Mexico’s highest office became a true constitutional presidency, considerably weakened in comparison to the PRI years by the PAN’s lack of control over the Congress. 

Recent Elections
The 2006 elections resulted in an extremely tight race, with a margin of less than one percent separating the vote totals of the two leading candidates for president, Felipe Calderon of the PAN and Andres Manuel Lopez Obrador (AMLO) of the left-of-center Democratic Revolution Party (PRD). The PRI candidate, Roberto Madrazo, came in a distant third. 

Lopez Obrador contested the results of the July 2 presidential election, alleging that it was marred by widespread fraud. He challenged in court the result of the Federal Electoral Institute’s tabulation showing that Calderon had won the election and launched a mass street protest demanding a nationwide vote-by-vote recount. Mexico’s Federal Electoral Tribunal, while acknowledging the presence of randomly-distributed irregularities, rejected Lopez Obrador’s accusation of widespread fraud and upheld Calderon’s victory on September 5, 2006.

On September 16, 2006, the PRD sponsored a "National Democratic Convention," convened on Mexico City’s historic central square, that rejected Calderon’s presidency, approved a resolution naming Lopez Obrador Mexico’s "legitimate" president, and called for the creation of a parallel executive cabinet. Convention participants also approved a long-term civil resistance action plan. Lopez Obrador’s support is largely drawn from Mexico’s poorer classes, some of whom feel disenfranchised from Mexico’s political system.

In the 2006 elections, the PAN emerged as the largest party in both the Senate and the Chamber of Deputies, with just over 40 percent of the seats in each house of Congress. It does not enjoy a legislative majority. Although the PRI no longer controls the Presidency and has fewer congressional seats than either the PAN or PRD, it remains a significant force in Mexican politics, holding 17 governorships.

Other Reforms
One of President Fox’s most important reforms was the passage and implementation of Freedom of Information (FOIA) laws that, by the end of 2005, were in effect for the federal government, Mexico City, and 26 states (only two states had such laws in 2001). These laws are a cornerstone in Mexico’s fight against corruption, and Mexico’s FOIA laws and enforcement mechanisms have been hailed as international models. 

President Fox also highlighted the need for modernization of Mexico’s criminal justice system, including the introduction of oral trials. Although judicial reforms stalled at the federal level during the Fox years, 10 states have now either completed or are in the process of enacting such reforms. Furthermore, all presidential candidates in the 2006 elections committed to further federal judicial reforms. 

Under President Fox, the executive branch became more accountable, transparent, and citizen-centered. In 2003, Mexico passed its first-ever Civil Service Law, which introduced an on-line application system and competence-based hiring. The Fox administration’s good government agenda also included the initiation of government services via Internet, the development of citizen charters that set standards for service delivery, and the reduction in the percentage of public servants working in administrative jobs from one out of two to one out of four. 

Economy

Mexico is highly dependent on exports to the U.S., which account for almost a quarter of the country’s GDP. The result is that the Mexican economy is strongly linked to the U.S. business cycle. Real GDP grew by 3.0% in 2005 and was projected to grow by 4.5% for 2006. 

Mexico’s trade regime is among the most open in the world, with free trade agreements with the U.S., Canada, the EU, and many other countries. Since the 1994 devaluation of the peso, successive Mexican governments have improved the country’s macroeconomic fundamentals. Inflation and public sector deficits are under control, while the current account balance and public debt profile have improved. As of September 2006, Moody’s, Standard & Poor’s, and Fitch Ratings had all issued investment-grade ratings for Mexico’s sovereign debt. 

Nature of Bilateral Relationship
 
NAFTA governs U.S. and Canadian investment in Mexico. In addition to NAFTA, most of Mexico's ten other free trade agreements (FTAs) cover investment protection, with a notable exception being the Mexico-European Union FTA. The network of Mexico’s FTAs containing investment clauses encompasses the countries of Bolivia, Chile, Costa Rica, Colombia, El Salvador, Guatemala, Honduras, Japan, Nicaragua, and Venezuela. Mexico has enacted formal bilateral investment protection agreements with 21 countries: 13 European Union Countries (Austria, Belgium, Luxemburg, Czech Republic, Denmark,

Finland, France, Germany, Greece, Italy, Netherlands, Portugal, Spain, Sweden), as well as Australia, Argentina, Cuba, Iceland, Panama, South Korea, Switzerland, and Uruguay. Agreements with Australia, Iceland and Panama were signed in 2005, but the Senate still has to ratify them. Mexico continues to negotiate bilateral investment treaties with China and India.

The United States and Mexico have a bilateral tax treaty to avoid double taxation and prevent tax evasion. Important provisions of the treaty establish ceilings for Mexican withholding taxes on interest payments and U.S. withholding taxes on dividend payments.

Mexico and the United States also have a tax information exchange agreement to assist the two countries in enforcing their tax laws. The Financial Information Exchange Agreement (FIEA) was enacted in 1995, pursuant to the Mutual Legal Assistance Treaty.

The agreements cover information that may affect the determination, assessment, and collection of taxes, and investigation and prosecution of tax crimes. The FIEA permits the exchange of information with respect to large value or suspicious currency transactions to combat illegal activities, particularly money laundering. Mexico is a member of the financial action task force (FATF) of the OECD and has made progress in strengthening its financial system through specific anti-money-laundering legislation enacted in 2000 and 2004.
For background information on the political and economic environment of the country, please refer to the link below to the U.S. Department of State Background Notes.

http://www.state.gov/r/pa/ei/bgn/35749.htm

Chapter 3

MARKETING U.S. PRODUCTS AND SERVICES
Distribution, Sales Channels, and Partners
 
American firms that seek to sell their products in the Mexican market can use different approaches to achieve this goal.
 
Using an Distributor
Many U.S. firms use a distributor and/or retailer to distribute their products in Mexico.

This channel can be used to distribute products in various regions or to distribute to several lines of business. For example, a distributor can be used to sell to the automobile industry, and another distributor to sell to the financial sector. This channel is also efficient when the distributor is required to have a stock of the product.

Using an Agent
 
Some American firms sell their products through a sales agent. Usually, a sales agent is a freelancer. However, some Mexican firms are interested in serving as sales agents for American firms. This channel can be efficient for reaching the smaller cities or more remote locations of the country.  


Selection of the appropriate agent or distributor requires time and effort. Though there may be many qualified candidates, U.S. firms should use high standards in selecting the agent/distributor. Since most Mexican firms are selling in a limited area, U.S. companies should consider appointing representatives in multiple cities to broaden distribution, and rarely, if ever, grant an exclusive, national agreement. It is important to develop a close working relationship with the appointed agent/distributor. Providing appropriate training, marketing support, samples, product support, and timely supply of spare parts is critical for success. There are no indemnity laws to prevent a company from canceling an agent or distributor agreement, but the cancellation clause should include specifics and be free of vague language. Sales performance clauses in agent/distributor agreements are permitted, and failure to meet established standards can be a reasonable cause for contract cancellation.

Before signing the agent/distributor agreement, all parties should fully understand the terms and conditions and the relationship to be developed. Many relationships are strained because insufficient time is invested in developing a full understanding of what is expected.

The Commercial Service and other organizations, such as the U.S. Chamber of

Commerce and U.S. State government offices, maintain lists of Mexican agents/distributors, manufacturers, Mexican government offices, and private sector trade organizations. After identifying a suitable agent/distributor, the U.S. exporter is encouraged to conduct a commercial background check on the Mexican firm. The U.S. Commercial Service offers the service of providing an International Company Profile (ICP) report to provide background information on a potential business partner.

If the product is new to the market, or if the market is extremely competitive, advertising and other promotional support should be negotiated in detail with your representative. Product and industry knowledge, track record, enthusiasm and commitment should be weighed heavily. Service and price are extremely important to Mexican buyers. The U.S. exporter should also schedule annual visits of Mexican personnel to the U.S. companies for training. Another factor to consider is financing, as the commercial and industrial sectors’ resources are limited due to high interest rates. Joint venture arrangements should also be investigated to strengthen market penetration. Direct marketing and telemarketing are still evolving marketing strategies, but they are gaining in popularity and scope.

Direct Marketing 

In the last ten years the marketing industry in Mexico has evolved into a more sophisticated, segmented, and dynamic sector. Today, the choices firms have for marketing their products range from promoting their products through one-to-one contact at point-of-sale displays or inserts distributed in monthly bills to mass exposure through advertising on billboards or other media outlets.
Simultaneously, an increase in the general adoption of more competitive and aggressive marketing strategies among local and international firms has fostered specific industry specialization. This is particularly true in the case of promotional services such as in store promotions, free sample campaigns and other types of services, which require a one-on-one approach. Today, as well as traditional marketing firms, there are companies dedicated solely to each marketing discipline. Following is a list of the marketing services that are readily available in Mexico:

1) Publicity

2) Media Centers

3) Public Relations

4) Market Research

5) Internet

6) POS (Point of Sale)

7) Promotions

8) Direct Marketing

Generally, medium and small-sized U.S. companies that enter the Mexican market leave all of the promotional efforts to their local distributor or representative, relying entirely on their ability to sell to major players in the market. However, industry experts believe that in order to establish a long-term presence in Mexico, U.S. firms must directly invest in marketing and promotion to increase their sales.

According to industry experts, companies are utilizing more targeted strategies, as opposed to mass media channels. Since selecting the most appropriate means is very subjective, the best approach is to rely on the industry experts to make solid recommendations on the best available vehicle.
CS Mexico highly recommends U.S. companies check with local associations to verify member companies’ standings before conducting any marketing campaign in Mexico. Additionally, local associations are often a great source for information and general orientation as to the most recommended strategy. The leading association in Mexico is CICOM. 
CICOM - Confederacion de la Industria de la Comunicacion Mercadotecnica

Confederation of the Industry for Marketing Communication

Cerrada de Palomas 36-A

Col. Reforma Social

11650 Mexico, D.F.

Tel: (011-52-55) 2623-0561, through 64

Fax: (011-52-55) 2623-0564 (request tone)

e-mail: cte@amap.mx

www.cicom.org.mx

Joint Ventures/Licensing 
Given the flexibility of engaging in joint venture agreements, this is a common approach for U.S. firms interested in establishing a presence in Mexico. Although some Mexicans rely on verbal agreements when doing business, it is highly recommended to have a written joint venture agreement with your Mexican business partner. According to Mexican law, joint ventures are considered separate entities from their parent companies and must register separately to pay taxes.

To safeguard a license or patent against third parties, all licenses and patents in Mexico must be registered with the Mexican Institute of Intellectual Property (IMPI). Registering a license or patent entails a government review that can take up to twenty weeks. For more information on IMPI, please see the “Intellectual Property” section below.

Franchising
 
The franchise industry in Mexico has grown between 15 – 20 percent every year over the last decade. In 2006 franchises generated sales over USD 8.5 Billion, proving that the franchise sector is an important source of job creation, self-employment and wealth creation. Mexico is the 8th leading nation in franchise development according to the World Franchise Council. Conservative estimates indicate that this sector will grow at least 15 percent in 2007.

Franchises in Mexico are regulated by Article 142 of the Industrial Property Law and Article 65 of its Regulations. Franchise agreements must be registered before the Mexican Institute of Industrial Property in order to be effective against third parties.

On January 26, 2006, an amendment to the Mexican Franchise Regulations (Article 142) was published in the Mexican Official Gazette, stating a new definition of franchise, mandating requirements for franchise agreements, and providing new standards for pre-sale franchise disclosure.

For more information on Franchising in Mexico, please see Chapter 4 of this Country

Commercial Guide: Leading Sectors for U.S. Export and Investment – Franchising.

 
Pricing

 U.S. exporters should look carefully at import duties for agricultural products (taking into account the NAFTA progressive tariff reductions), brokers’ fees, transportation costs, and taxes to determine if the product/service can be priced competitively. U.S. companies shipping goods not made in the United States will be subject to the appropriate duties and tariffs.

The import duty, if applicable, is calculated on the U.S. plant value (f.o.b. price) of the product, plus the inland U.S. freight charges to the border and any other costs listed separately on the invoice and paid by the importer. These can include charges such as export packaging, inland freight cost, and insurance.

Value Added Tax (IVA)

Mexican Customs collects a value-added tax or IVA from the importer, on foreign transactions, upon entry of the merchandise into Mexico. This IVA is assessed on the cumulative value consisting of the U.S. plant value (f.o.b. price) of the product(s), plus the inland U.S. freight charges, any other costs listed separately on the invoice such as export packing, insurance, plus the duty, if applicable.

The IVA is 10 percent for products exported to the “border zone,” defined as 20 km from the U.S.-Mexico border. For final shipping points, other than the border zone, a 15 percent IVA is charged. The importer will pay other IVA fees for such services as inland
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Mexico freight, warehousing, and custom brokerage fees, if applicable. The IVA typically is recovered at the point of sale when the product is sold. Sales of real property (real estate) within the border zone are taxed at the 15 percent IVA rate.

Electronic Commerce 
E-commerce between organizations and companies, either business to business (B2B)

or government to business (G2B), has been developing much faster than e-commerce

with consumers (B2C). This is mainly due to three main factors: 1) PC and Internet

penetration among households is very low, 2) individuals are more reluctant and hesitant

to interact with machines, and 3) many individuals still don’t have either a bank account

or credit card with which to pay for online transactions.

Companies and the Mexican Government are investing heavily in their IT infrastructure

to promote e-commerce between clients, suppliers, government and individuals. Given that this market will grow in the future, there are great opportunities for suppliers of

specialized and segmented solutions based on economic activity. The biggest market is

enterprise solutions to help companies integrate and automate their communications

Estimated minimum prices

To avoid dumping practices, the Mexican authorities have set minimum prices for a wide range of imported products, including textiles, clothing, leather products, shoes, some metals, stationary products, tools, some glass products, bicycles, children’s accessories, and others. These minimum prices will be taken as the base for calculating any duty or taxes, if applicable, for all products imported under certain Harmonized System Codes.


Government Procurement Laws and Procedures
The Mexican government consumes large volumes of raw material, repair parts, finished goods, and hired services, for the execution of important infrastructure and construction works. In 2005, government procurement amounted $26.75 billion, of which 31 percent was used to purchase goods, 44 percent to services and 25 percent to construction services, according to official estimations.

Entities and Enterprises

Public Entities:

• The Communications and Transportations Secretariat (SCT)

• The Public Education Secretariat (SEP)

• The Agriculture, livestock, fisheries, rural development and feeding

Secretariat

• The Treasury Department (SHCP)

• Health Secretariat (SS)

Public enterprises:

• Petróleos Mexicanos (PEMEX)

• Federal Commission of Electricity (CFE)

• Mexican Social Security Institute (IMSS)

• The State Workers Security and Social Services Institute (ISSSTE)

MEXICO: UPDATE ON MEXICAN GOVERNMENT

Goods and Services

The U.S. Commercial Service — Your global business partner. 800-USA-TRADE

Mexican government demand of goods is focused in consumption goods (such as food, office supplies, clothing, footwear and medicines) or in those that require strong investments in capital goods, such as oil drilling equipment, sea platforms, electric power plant equipment, and towers for transmission lines.

The most required services are building, cleaning, maintenance of plants, machinery, equipment and surveillance as well as services for system analysis, design, programming, and maintenance. The products and services most frequently purchased by PEMEX (Mexican Petroleum) are: tubes, pipes, integral oil process systems, liquid and gaseous nitrogen, gas additives, gas analyzers, liquid chlorine, and tow truck repairmen.

The CFE (Electricity Federal Commission) requires transformers, cable, replacement parts for power plants, concrete and wooden posts, fuel, and charcoal. The SCT (Ministry of Transportations and Communications) frequently needs block signal systems, motor vehicles, architecture and engineering services for toll road constructions, as well as automatic data processing equipment. IMSS (Mexican Social Security Institute) procures medicines, medical supplies, as well as laboratory materials.

Government Procurement Laws and Procedures

Article 134 of the Mexican Constitution establishes basic ruling principles for procurement, asserting that contracting will take place through open tendering procedures. Specific procedures are provided in the Ley de Adquisiciones, Arrendamientos y Servicios del Sector Público y Ley de Obras Públicas y Servicios

Relacionados con las Mismas (Law for Acquisitions, Leases and Services and Law for Public Works). This law can be consulted, in Spanish at the following internet address: http://www.funcionpublica.gob.mx/index1.html

Currently, Mexico has signed Free Trade Agreements with the following countries: - United States of America and Canada, Colombia, Venezuela, Costa Rica, Bolivia, Nicaragua, Israel and the European Union. These Agreements can be reviewed in Spanish at the following internet address: http://www.economia.gob.mx. The provisions included in the agreements do not apply to procurements carried out by local or provincial governments when it is self-funded.
For more information on Mexico’s government procurement laws and procedures, please refer to the  market research report “Update on Mexican Government Procurement Laws”: http://www.buyusainfo.net/docs/x_2561665.pdf.

Due Diligence
 
U.S. firms must keep in mind that it is recommended to do due diligence on a Mexican firm or individual before entering in any type of agreement. In Mexico’s larger cities, it is possible to find a local consulting or law firm that can find information on a firm or individual. Also, local chambers and associations can assist U.S. firms in locating economic reports on a particular firm.

There are only a few private firms that do due diligence all over the country. U.S. firms should know that the U.S. Commercial Service has a service called International

Company Profile (ICP) that can be ordered from our offices in Tijuana, Monterrey, Guadalajara, and Mexico City. The ICP is a report in English that includes financial and commercial information on a Mexican firm or an individual. The service can also be ordered and paid for in any of the more than 100 U.S. Commercial Service Export

Assistance Centers located in major cities of the United States.

Nafta Certificate of Origin
 
The NAFTA Certificate of Origin is a legal document and determining origin can be a complex process. Completion of a NAFTA Certificate of Origin is an affirmation that the party signing the document has researched the terms of the NAFTA Agreement and has determined that the goods covered by the Certificate of Origin are “originating goods” as defined by the Agreement.

A NAFTA Certificate of Origin should only be completed for products exported to Canada or Mexico, which meet the NAFTA rules of origin for production in the NAFTA countries.

Inclusion of products that do not qualify is illegal and subject to fines and penalties. A NAFTA Certificate of Origin is not required for shipments to Mexico or Canada. Goods will clear Customs without a NAFTA Certificate. The exporter should only prepare a NAFTA Certificate if the product qualifies for preferential tariff treatment under the NAFTA rules of origin, for the remaining products with tariffs under NAFTA.
Advertising
 
There is a wide range of broadcast and print media available in Mexico. There are approximately 20.7 million homes in Mexico. Ninety five percent, or 19.7 million of these homes have electric power. Around 86 percent of homes have at least one radio and 87 percent of homes have at least one TV. Radio has the widest coverage, and there are 384 FM and 758 AM radio stations throughout Mexico. Most of the stations broadcast 24 hours a day.
 
There are eight TV networks that have national coverage, and more than 636 local or regional TV stations. "Televisa" and "Television Azteca" are the largest standard broadcast TV networks. CNN Canal 40 is a newcomer in the field, increasing its market penetration. In addition, there are 564 cable TV systems offering services to around 3.0 million subscribers nationwide. The largest cable TV company is Cablevision, owned by Televisa, which has 407,000 subscribers in Mexico City. Also important are Megacable with 324,363 subscribers, DirectTV with 315,000 subscribers, Cablemar with 279,048, and Acotel with 118,563 subscribers. There are also two Spanish language direct-to-home satellite networks, Multivision and Sky.
 
According to data provided by the National Chamber of the Publishing Industry, more than 420 newspapers and 1600 magazines are published in Mexico. The major newspapers include: El Universal, Reforma, La Jornada, El Financiero, Milenio, El Sol de México, and El Economista.  Among the top magazines in Mexico are:  Proceso, Milenio Semanal, Vértigo, Expansión, and Líderes Mexicanas.  Many magazines are industry specific. Advertising in Mexican print media is usually more expensive than in the United States. Advertising rates generally approximate those of large international cities.
 
Advertising on billboards is also common in Mexico. There are more than 100 billboard companies in Mexico offering various kinds of billboards, ranging from plain paper billboards to electronically controlled billboards. According to data provided by Medios Publicitarios Mexicanos, there are over 131 advertising agencies, 40 market research companies, 8 direct mailing companies, 21 sales promotion agencies and 7 direct marketing agencies. In Mexico City, by far the largest billboard advertising area, the local government is developing laws to regulate billboards location and permits.

Successful ad campaigns are generally described as having a local touch, which may include both linguistic and cultural considerations. Exporters may wish to seek assistance from one of the many full-service advertising agencies in Mexico City, many of which are branches of U.S. and foreign firms.
 
Protecting your product from IPR infringement 

Two different laws provide the core legal basis for protection of intellectual property rights (IPR) in Mexico -- the Industrial Property Law (Ley de Propiedad Industrial) and the Federal Copyright Law (Ley Federal del Derecho de Autor). Multiple federal agencies are responsible for various aspects of IPR protection in Mexico. The Office of the Attorney General (Procuraduría General de la Republica, or PGR) has a specialized unit that pursues criminal IPR investigations. The Mexican Institute of Industrial Property (Instituto Mexicano de la Propiedad Industrial, or IMPI) administers Mexico’s trademark and patent registries and is responsible for handling administrative cases of IPR infringement. The National Institute of Author Rights (Instituto Nacional del Derecho de Autor) administers Mexico’s copyright register and also provides legal advice and mediation services to copyright owners who believe their rights have been infringed. Mexico Customs Service (Aduana México) plays a key role in ensuring that illegal goods do not cross Mexico’s borders.  

Despite strengthened enforcement efforts by Mexico's federal authorities over the past several years, weak penalties and other obstacles to effective IPR protection have failed to deter the rampant piracy and counterfeiting found throughout the country. The U.S. Government continues to work with its Mexican counterparts to improve the business climate for owners of intellectual property. 

Please refer to the Embassy’s IPR Toolkit for more information:

http://mexico.usembassy.gov/mexico/IPR.html.

Mexico is a signatory of at least fifteen international treaties, including the Paris Convention for the Protection of Industrial Property, the NAFTA, and the WTO Agreement on Trade-related Aspects of Intellectual Property Rights. Though Mexico signed the Patent Cooperation Treaty in Geneva, Switzerland in 1994, which allows for simplified patent registration procedure when applying for patents in more than one country at the same time, it is necessary to register any patent or trademark in Mexico in order to claim an exclusive right to any given product. A prior registration in the United States does not guarantee its exclusivity and proper use in Mexico, but serves merely as support for the authenticity of any claim you might make, should you take legal action in Mexico.

An English-language overview of Mexico's IPR regime can be found on the WIPO website at: http://www.wipo.int/about-ip/en/ipworldwide/pdf/mx.pdf. Although a firm or individual may apply directly, most foreign firms hire local law firms specializing in intellectual property. The U.S. Embassy’s Commercial Section maintains a list of such law firms in Mexico at:

http://www.buyusa.gov/mexico/en/business_service_providers.html.

Chapter 4

TRADE REGULATIONS AND STANDARDS
Tariffs and fees
Under the terms of the NAFTA, Mexico eliminated tariffs on all remaining industrial and most agricultural products imported from the United States on January 1, 2003. Remaining tariffs and non-tariff restrictions on corn, sugar, milk powder, orange juice, and dried beans will be phased out on January 1, 2008. Mexico’s average duty on U.S. goods has fallen from 10 percent prior to the NAFTA to less than 0.1 percent today.

Some examples of items still subject to tariff treatment are:


A number of U.S. exports are subject to antidumping duties that limit access to the Mexican market. Products subject to these duties currently include beef, apples, expoxidated soy oil, liquid caustic soda, hydrogen peroxide, monoethylene glycol mono butyl ether, ammonium sulfate, stearic acid, partially hydrogenated fatty acid, polyvinyl chloride, bond paper, and welded carbon steel pipe. As part of an agreement with the United States, Mexico also placed safeguards on poultry leg quarters in July of 2003. The United States exempted Mexico from the recently ended safeguard action on steel.

Mexico also has implemented what are called “Sectoral Promotion Programs

(PROSEC)” which reduce MFN tariffs to 0 or 5 percent on a wide range of important inputs needed by Mexico’s export manufacturing sector. This program includes some 20 different industry sectors and affects 16,000 tariff line items. Mexican companies must be registered under this program to participate, and it can be difficult to qualify.

Under the NAFTA, the import duty is calculated on the U.S. plant value of the product(s) (invoice), plus the inland U.S. freight charges to the border, and any other costs listed separately on the invoice and paid by the importer, such as export packing. All NAFTA compliant products imported definitively into Mexico no longer need to pay the customs processing fee (CPF). Products temporarily imported for processing and re-export may be subject to the CPF since the imports are not considered “definitive.”

Mexico has, in addition, a value-added tax (IVA) on most sales transactions, including sales of foreign products. The IVA is 10 percent for products staying in the Mexican border region and 15 percent for products that enter the interior of Mexico. Basic products such as food and drugs (but not processed foods) are exempt from the IVA.

A special tax on production and services (IEPS) is assessed to the importation of alcoholic beverages, cigarettes, cigars, and non-alcoholic beverages with a sweetener other than cane sugar, among others. This tax may vary from 20 to 110 percent depending on the product.

Where an "arms length" transaction does not exist between seller and importer, such as intra-company sales or transfers, Mexico applies valuation rules that are compatible with the Brussels Customs Valuation Code. Goods for which the NAFTA preferential tariff treatment is not requested are valued on a C.I.F. basis.


 Import licenses
 
Certain sensitive products must obtain an import license for which the difficulty varies according to the nature of the product.  Periodically, the Mexican government publishes lists that identify the different items that have a specific import control.   Items are identified according to their Harmonized System (HS) code number; therefore, it is important the U.S. exporters have their products correctly classified.  U.S. exporters are encouraged to check with customs brokers as to the accurate classification of their products. 
 
The following are examples of import licenses required and the Mexican government agencies that administer the particular licenses.  Note that this is not a complete list.
 
    ·     The Secretariat of Economy requires import licenses for weapons and ammunition, used goods, and refurbished equipment, among others.
    .     The Secretariat of Agriculture (SAGARPA) requires prior import authorization for some leather and fur products, fresh/chilled and frozen meat, and agricultural machinery among others.

   ·     The Secretariat of Health (SSA) requires either an "advance sanitary import authorization" or "notification of sanitary import" for medical products and equipment, pharmaceuticals, diagnostic products, toiletries, processed food, and certain chemicals.  Food supplements and herbal products are highly regulated in Mexico, unlike in the U.S.   In some cases only pharmaceutical-like companies may be eligible to import them.

   ·     The Secretariat of the Environment (SEMARNAT) requires import authorizations for products made from endangered species such as eggs, ivory, certain types of wood, furs, etc.

  ·     Toxic and hazardous products have to comply with import authorization from an interagency commission called CICOPLAFEST which gathers the four agencies mentioned above.  This list includes a large number of organic and inorganic chemicals.
 
Commercial samples of controlled products shipped by courier are also subject to these regulations.  Some special treatment may apply in the case of samples intended for research, product registration or certification.  Unless returned at the sender's expense, Customs often confiscates or destroys samples lacking the proper documentation.
 
For tax purposes, all Mexican importers must apply and be listed on the "Padron de Importadores" maintained by the Secretariat of Finance and Public Credit (Hacienda).  In addition, Hacienda maintains special sectoral registries.  To be eligible to import more than 400 different items, including agricultural products, textiles, chemicals, electronics, and auto parts, Mexican importers must apply to Hacienda to be listed on these special industry sector registries.  Infrequently, U.S. exporters have encountered problems when products are added to the list without notice or importers are summarily dropped from the registry without prior notice or subsequent explanation.     
 
Export controls
 
Mexico is not subject to any special U.S. export control regimes, and is designated as a Category I country (the least restrictive) for receipt of U.S. high technology products. 
 
Import Requirements and Documentation

For tax purposes, all Mexican importers must apply and be listed on the “Padrón de Importadores” maintained by the Secretariat of Finance and Public Credit (Hacienda). In addition, Hacienda maintains special sectoral registries. To be eligible to import more than 400 different items, including agricultural products, textiles, chemicals, electronics, and auto parts, Mexican importers must apply to Hacienda to be listed on these special industry sector registries. Infrequently, U.S. exporters have encountered problems when products are added to the list without notice or importers are summarily dropped from the registry without prior notice or subsequent explanation.


The basic Mexican import document is the "pedimiento de importacion". This document must be accompanied by a commercial invoice (in Spanish), a bill of lading, documents demonstrating guarantee of payment of additional duties for undervalued goods (see "Customs Valuation") if applicable, and documents demonstrating compliance with Mexican product safety and performance regulations (see "Standards"), if applicable.  The import documentation may be prepared and submitted by a licensed Mexican customs house broker or by an importer with sufficient experience in completing the documents.
 
Products qualifying as North American must use the NAFTA Certificate of Origin in order to receive preferential treatment.  This must be issued by the exporter and does not have to be validated or formalized. 
 
Unless the importer is accredited to act as Mexican customs broker, the participation of a professional customs broker is necessary to ensure compliance with Mexico's customs regulations.  Mexican customs law is very strict regarding proper submission and preparation of customs documentation.  Errors in paperwork can result in fines and even confiscation of merchandise as contraband.  Exporters are advised to ensure that Mexican clients employ competent, reputable Mexican importers or customs house brokers.  Because customs brokers are subject to sanctions if they violate customs laws, some have been very restrictive in their interpretation of Mexican regulations and standards.
 
Temporary Importation
 
Temporary imports from the United States do not pay import duties, taxes nor compensatory fees, but they must comply with all other obligations set forth in (Article 104 of the Mexican Customs Law.)  There are different types of temporary imports into Mexico, including: 
a) Temporary imports to be returned in the same condition;
b) Temporary imports for manufacturing, transformation, and repair under the Maquila and Pitex programs;
c) Instruments of foreign artists;
d) Temporary imports for cultural and sporting events;
e) Temporary imports for conventions and congresses;
f) Temporary imports for the press, journalism, and cinematography.
 
The procedures for category (a) are as follows:  Category (a) applies to temporary imports that remain in Mexico for a limited time and with a specific purpose and are returned to the U.S. in the same condition and within the time limits established in the Law (Art. 106).  Such is the case of demonstration equipment that is temporarily imported into Mexico for exhibitions or sales visits.  In such cases, U.S. representatives do not need to contract the services of a Mexican customs broker, and may themselves do the declaration of the products to Mexican Customs, using the declaration lane at the time of entry.  Overlooking this requirement may result in the confiscation of the products without possibility of recovery, unless a high penalty fee is paid to the Mexican Government.  Temporary imports may remain in Mexico for up to six months.
 
The import is processed under a temporary importation form and there are basic requirements to obtain the clearance from Customs, including:
 
1)   A list of the products for temporary importation into Mexico;
2)   A letter from the U.S. company stating that the product(s) is for temporary entry into Mexico and that it will not be sold;
3)   A letter from the Mexican partner or company indicating that they take full responsibility for ensuring that the products are returned to the U.S. within the period allowed.  The letter should also indicate that there is a business relationship between the Mexican party and the importer; 
4)   Preparation of a Temporary Customs Entry form (Pedimento de Importacion Temporal);
5)   A fee of US$15.00 or its equivalent in Mexico's currency must be paid in cash to Mexican Customs;
6)   The list of the products to be temporarily imported into Mexico must also be presented to U.S. Customs before the equipment enters Mexico in order to facilitate the duty free return to the U.S.
 
For temporary imports related to the manufacture, transformation, or repair under the Maquila and Pitex programs, exporters should obtain expert advice from a Mexican customs broker or other consultant with expertise in this area.  More detailed information on this and the other categories of temporary imports may be obtained from the Industry Sector Analysis report,  "Customs Procedures for Exporting to Mexico (March 2002)" available from the internet on www.buyusa.com, or by contacting the U.S. Commercial Service office in Tijuana (see contact list in Chapter 12).
 
Standards
 
Traditionally, the Government of Mexico (GOM) had been the primary actor in determining product standards, labeling and certification policy, with little input from the private sector and less from consumers. As a result, independent standards and certification organizations like those in the United States were virtually non-existent in Mexico. In 1992, the Ministry of Economy (SE-Secretaria de Economía) initiated efforts to reverse this situation, shifting the responsibility for the formulation of voluntary standards to the private sector or to mixed commissions.

In 1992, the Mexican Government undertook an ambitious project to revamp its entire system for formulating product standards, testing, and labeling and certification regulations. The cornerstone of this review is the Federal Law of Standardization and Metrology (Ley Federal de Metrología y Normalización-LFMN) enacted on January 26, 1988 and updated in 1992, which provided for greater transparency and access by the public and interested parties to the standards development process, and has resulted in a reduction of obligatory product standards. This process is not without its problems, but the Mexican Government has been receptive to U.S. concerns and willing to resolve problems.

SE (Ministry of Economy), through its General Bureau of Standards (DGN – Dirección General de Normas), is the organization with the authority to manage and to coordinate the standardization activities in the country. Its authority derives from the LFMN. The implementing regulations (Reglamento de la Ley Federal sobre Metrología y Normalización) were published in the Official Gazette (Diario Oficial, DOF) on January 14, 1999. In accordance with the Federal Law, the Law of Metrology and Standardization and its Regulation (Reglamento de la Ley Federal sobre Metrología y Normalización), the National Program of Standardization (Programa Nacional de Normalización, PNN),  published annually in the Diario Oficial (DOF), which is the official document used to lan, inform and coordinate the standardization activities, both public and private, carried out by the Mexican Government. 

Finally, two definitions are important to keep in mind:

1. NOMs – Mexican Official Standards – these are technical regulations, including labeling requirements, issued by government agencies and ministries. Compliance is mandatory.

2. NMX – Mexican “Voluntary” Standards – these are voluntary standards issued by recognized national standard making bodies. Compliance is mandatory only when a claim is made that a product meets the NMX, when a NOM specifies compliance, and whenever applicable in government procurement. 
Labeling and Marking Requirements  
All products intended for retail sale in Mexico must bear a label in Spanish prior to their importation to Mexico. Products that must comply with commercial and commercial/sanitary information NOMs must follow the guidelines as specified in the applicable NOM. Most NOMs require commercial information to be affixed, adhered, sewn, or tagged onto the product, with at least the following information in Spanish:

Name or business name and address of the importer,

Name or business name of the exporter,

Trademark or commercial name brand of the product,

Net contents (as specified in NOM-030-SCFI-2006 DOF November 4, 2006),

Use, handling, and care instructions for the product as required,

Warnings or precautions on hazardous products.

This information must be presented attached to the product, packaging or container depending on the product characteristics. This information must be on products as prepared for retail sale. Listing this information on container in which a good is packed for shipment will not satisfy the labeling requirement.

NOMs do not explicitly state that country of origin is required on the label prior to importation. However, Mexican fiscal regulations do require country of origin designation, and the U.S. Department of Commerce recommends that exporters include this information, in Spanish, on the labels they are preparing for goods destined for retail sale in the Mexican market. Along this line, including the importer's taxpayer number (commonly known as RFC) is recommended.

The commercial and commercial-sanitary NOMs currently in force are:

NOM-003-SSA1-1993, Environmental health - Sanitary requirements with which paints, inks, varnishes, lacquers, and enamels must comply, published in the DOF on August 12, 1994.

NOM-004SCFI-2006, Commercial Information - Labeling of textile products, garments and accessories, published in the Diario Oficial de la Federación (DOF) onJune 21,

2006.

NOM-015-SCFI-1998, Commercial Information - Labeling of toys, published in the DOF on March 5, 1999.

NOM-020-SCFI-1997, Commercial Information - Labeling of leather and leather-like goods, shoes and accessories published in the DOF on April 27, 1998.

NOM-024-SCFI-1998, Commercial Information for packaging, instructions, and warranties of electric and electronic products and appliances, published in the DOF on

January 15, 1999.

NOM-050-SCFI-2004, Commercial information- General labeling of products, published in the DOF on June 1, 2004.

NOM-051-SCFI-1994, General labeling specifications for pre packed food products and non-alcoholic beverages, published in the DOF on January 24, 1996.

NOM-055-SCFI-1994, Commercial Information - Fire retardants or inhibitors - published

in the DOF on December 8, 1994.

NOM-084-SCFI-1994, Commercial Information - Commercial and sanitary information specifications for pre packed tuna and bonito food products, published in the DOF on

September 22, 1995.

NOM-116-SCFI-1997, Automotive industry - Commercial information of lubricant oils for gasoline or diesel engines, published in the DOF on May 4, 1998

NOM-120-SCFI-1996, Commercial Information - Labeling of agricultural products - Grape, published in the DOF on November 22, 1996.

NOM-128-SCFI-1998, Commercial Information - Labeling of agricultural products - Avocado, published in the DOF on August 31, 1998.

NOM-129-SCFI-1998, Commercial Information - Labeling of agricultural products - Mango, published in the DOF on August 31, 1998.

NOM-139-SCFI-1999, Commercial Information - Labeling of vanilla extract, derivatives and substitutes, published in the DOF on March 22, 2000.

NOM-141-SSA1-1995, Goods and services - Labeling of pre packed perfumery and beauty products, published in the DOF on July 18, 1997.

NOM-142-SSA1-1995, Goods and services. Alcoholic beverages. Sanitary specifications. Sanitary and commercial labeling published in the DOF on July 9, 1997.

Conformity Assessment 

Under the NAFTA, Mexico was required, starting January 1, 1998, to recognize conformity assessment bodies in the United States and Canada on terms no less favorable than those applied in Mexico. To date, no U.S. certification bodies have been recognized by Mexico.

Based on agreements with other agencies, as well as with other certification organizations, the General Bureau of Standards (DGN) of the Ministry of Economy has set the procedures for the certification of products to the Official Mexican Standards (NOMs) or Mexican Standards (NMXs).

Conformity Assessment procedures issued by the SE/DGN tend to be more fully developed and cover a significantly greater range of NOMs than those of other ministries who develop NOMs.

 
Trade Agreements 
The most outstanding feature of the U.S.-Mexico bilateral relationship in the past decade has been the North American Free Trade Agreement (NAFTA), which created a free trade zone for Mexico, the United States, and Canada. Since the enactment of NAFTA in January 1994, Mexico’s imports from the United States have grown exponentially, totaling over $120 billion in 2005. The U.S. share of Mexico’s trade has likewise increased with NAFTA, accounting for nearly 75 percent of Mexico’s total trade. U.S. exports to Mexico are greater than U.S. exports to the rest of Latin America combined. 

NAFTA continues to boost trade between the three member countries and improve Mexico’s overall economic standing. Since the enactment of NAFTA in January 1994, Mexico’s exports have increased by over 220 percent, breaking a new record for total exports each year, except 2001 (a recession year). During the same period, Mexico’s imports have grown by nearly 165 percent. The U.S. share of Mexico’s trade has likewise increased with NAFTA.
Mexico is the country with the largest network of free trade agreements (FTA’s) in the world. Including the most recent trade agreement negotiated with Japan, Mexico has FTA’s with 43 countries (officially), including the European Union, European Free Trade Area, Israel, and 10 countries in Latin America. The agreement with the European Union was modeled after NAFTA and provides EU goods with rough NAFTA parity from 2003 onwards. Mexico is holding free trade discussions with additional Latin American and trading partners including Brazil, Argentina, and Panama. The significance of this for U.S. exporters is that many of our strongest international trade competitors enjoy duty free access to the Mexican market equivalent to that provided by NAFTA – or if they do not today, they might in the near future. Mexico’s membership in the WTO, the APEC, the OECD, the Free Trade Area of the Americas (FTAA) negotiations, and its pursuit of bilateral investment treaties give further testimony to Mexico’s commitment to economic liberalization.

Chapter 5

INVESTMENT CLIMATE
Openness to Foreign Investment 
Mexico is open to foreign direct investment (FDI) in most economic sectors and has consistently been one of the largest recipients of FDI among emerging markets. In recent years, however, Mexico has become less competitive relative to other emerging economies, particularly China, but also India and countries in Eastern Europe, as it has failed to address serious crime and safety issues or pass much needed fiscal, labor and energy sector reforms. Recent reports from AT Kearney, Transparency International, the World Economic Forum and the Organization for Economic Cooperation and Development (OECD) have detailed the perceived decline in Mexico’s attractiveness as an investment destination.
Foreign investment in Mexico has largely been concentrated in the northern states close to the U.S. border where most maquiladoras are located, and in the Federal District of Mexico City. The Yucatan peninsula, historically an area for tourism investment, has seen industry in other sectors grow due in part to the ability to quickly send goods from its ports to the United States. Financial services, automotive and electronic sectors have received the largest amounts of FDI. Historically, the United States has been the largest source of FDI in Mexico. As of September, U.S. investors had provided 61.5 percent of 2006 FDI. 

The Government of Mexico has had some success in simplifying the process of investing in Mexico. The Secretariat of Economy (SECON) maintains a Spanish language website (www.economia.gob.mx) offering an array of information, forms, links and transactions. Among other options, interested parties can download import/export permit applications, make on-line tax payments, and chat with on-line advisors who can answer specific investment and trade related questions.

The SECON website also contains a link to the Rapid Business Start-Up System (SARE), set up through an executive decree by President Fox in January 2002. SARE reduces the time and number of government formalities required to open a low-risk business. State governments, notably Nuevo Leon, have also passed small business facilitation measures to make it easier to open businesses. Despite progress however, according to a World Bank study it takes on average 27 days to complete all paperwork required to start a business in Mexico; compared to an average OECD figure of 17 days.
The Embassy advises potential investors to contact SECON for detailed information on investing in Mexico. The address and telephone number for SECON is:

Secretaria de Economia, 
Alfonso Reyes No. 30, Col.
 Hipodromo Condesa C.P. 06179,

Mexico, D.F.

Tel: 52-55-5729-9100

The 1993 Foreign Investment Law is the basic statute governing foreign investment in Mexico. The law is consistent with the foreign investment chapter of NAFTA (the North American Free Trade Agreement). It provides national (i.e. non-discriminatory) treatment for most foreign investment, eliminates performance requirements for most foreign investment projects, and liberalizes criteria for automatic approval of foreign investment.
The Foreign Investment Law identifies 704 activities, 656 of which are open for 100 percent FDI stakes. There are 18 activities in which foreigners may only invest 49 percent; 13 of which require Foreign Investment National Commission approval for a 100 percent stake; 5 reserved for Mexican nationals; and 10 reserved for the Mexican state.
Below is a summary of activities subject to investment restrictions.

SECTION 1: SECTORS RESERVED FOR THE STATE IN WHOLE OR IN PART :

A) Petroleum and other hydrocarbons;

B) Basic petrochemicals;

C) Telegraphic and radio telegraphic services;

D) Radioactive materials;

E) Electric power generation, transmission, and distribution;

F) Nuclear energy;

G) Coinage and printing of money;

H) Postal service;

I) Airports;

J) Control, supervision and surveillance of ports and heliports.

SECTION 2: SECTORS RESERVED FOR MEXICAN NATIONALS :

A) Retail sales of gasoline and liquid petroleum gas;

B) Non-cable radio and television services;

C) Credit Unions, Savings and Loan Institutions, and Development Banks;

D) Certain professional and technical services;

E) Domestic transportation for passengers, tourism and freight, except formessenger or package delivery services.

U.S. and Canadian investors generally receive national and most-favored-nation treatment in setting up operations or acquiring firms. Exceptions exist for investments for which the Government of Mexico recorded its intent in NAFTA to restrict certain industries to Mexican nationals. U.S. and Canadian companies have the right under NAFTA to international arbitration and the right to transfer funds without restrictions.
NAFTA also eliminated some barriers to investment in Mexico, such as trade balancing and domestic content requirements. Local governments must also accord national treatment to investors from NAFTA countries. Mexico is also a party to several OECD agreements covering foreign investment, notably the Code of Liberalization of Capital Movements and the National Treatment Instrument.
Approximately 95 percent of all foreign investment transactions do not require government approval. Foreign investments requiring applications and not exceeding USD 165 million are automatically approved, unless the proposed investment is in a sector subject to restrictions by the Mexican constitution and Foreign Investment Law that reserve certain sectors for the state and Mexican nationals (see Table 1). The National Foreign Investment Commission determines whether investments in restricted sectors may go forward and has 45 working days to make a decision. Criteria for approval include employment and training considerations, technological contributions, and contributions to productivity and competitiveness. The Commission may reject applications to acquire Mexican companies for national security reasons. The Secretariat of Foreign Relations (SRE) must issue a permit for foreigners to establish or change the nature of Mexican companies.
Performance Requirements and Incentives 
The 1993 Foreign Investment Law eliminated export requirements (except for maquiladora industries), capital controls, and domestic content percentages, which are prohibited under NAFTA. Foreign investors already in Mexico at the time the law became effective could apply for cancellation of prior commitments. Foreign investors who failed to apply for the revocation of existing performance requirements remained subject to them. The Mexican federal government has eliminated direct tax incentives, with the exception of accelerated depreciation. A comprehensive fiscal reform package including changes to corporate, individual, and other taxes has been proposed. Some changes to tax law under this framework were approved with the 2005 Revenue Bill, reducing income tax rates on a gradual basis. Needed comprehensive fiscal reform has stalled although the current administration has indicated it will pursue the matter in the coming years. Investors should follow this development closely as whatever reforms that ultimately emerge could have implications for investors. 

Most taxes in Mexico are federal; therefore, states have limited opportunity to offer tax incentives. However, Mexican states have begun competing aggressively with each other for investments, and most have development programs for attracting industry. These include reduced price (or even free) real estate, employee training programs, and reductions of the 2 percent state payroll tax, as well as real estate, land transfer, and deed registration taxes. Four northern states – Nuevo Leon, Coahuila, Chihuahua and Tamaulipas – have signed an agreement with the state of Texas to facilitate regional economic development and integration. Investors should consult the Finance, Economy, and Environment Secretariats, as well as state development agencies, for more information on fiscal incentives. Tax attorneys and industrial real estate firms can also be good sources of information.
U.S. Consulates have reported that the states in their consular districts have had to modify their incentive packages due to government decentralization. Many states have also developed unique industrial development policies. Sonora, for example, is working to expand the free entry area for tourists (south from the border to the port of Guaymas.) Sonora is one state that has implemented long-term agriculture and infrastructure development plans. The government of Yucatan provides information and support to potential investors and business entrepreneurs through several programs that target different industries such as technology, agroindustry and energy exploration.
There is a government-owned development bank, Nacional Financiera, S.A. (www.nafin.com), which provides loans to companies in priority development areas and industries. It is active in promoting joint Mexican-foreign ventures for the production of capital goods. Nacional Financiera offers preferential, fixed-rated financing for the following types of activities: small and medium businesses; environmental improvements; studies and consulting assistance; technological development; infrastructure; modernization; and capital contribution. The Mexican Bank for Foreign Trade, Bancomext, offers a variety of export financing and promotion programs (www.bancomext.com).
Mexico has two programs to stimulate manufactured exports - maquiladora and PITEX (Program for Temporary Imports to produce Exports) – that largely operate in the same manner. The first is focused on companies that specialize in in-bond manufacturing and export, while the second is for companies that may have significant domestic sales. In November 2006, the maquiladora and PITEX programs were combined into the renamed IMMEX (Industria Manufacturera, Maquiladora y Servicios de Exportacion) program. 
The IMMEX program adds services, such as business process outsourcing, to the maquila scheme and also simplifies and streamlines the processes under the two previous schemes. The new program will continue to exempt companies from import duties and applicable taxes (e.g. VAT) on inputs and components incorporated into exported manufactured goods. In addition, capital goods and the machinery used in the production process are tax exempt, but are currently subject to import duties.
Companies interested in investing in industrial activity in Mexico need to follow the new IMMEX guidelines closely, preferably in close consultation with locally based legal advisors. Please refer to the Secretariat of Economy’s IMMEX program website at:

http://www.economia.gob.mx/?P=2297.
In order to maintain competitiveness of maquiladora and PITEX companies and comply with NAFTA provisions, since 2001 Mexico has applied "Sectoral Promotion Programs" (PROSEC). Under these programs, most favored nation import duties on listed inputs and components used to produce specific products are eliminated, or reduced to a competitive level. These programs comply with NAFTA provisions because import duty reduction is available to all producers, whether the final product is sold domestically or is exported to a NAFTA country. Currently there are 22 PROSECs, including electronics and home appliances, automotive and auto-parts, textile and apparel, footwear, and others. The lists of inputs and components incorporated under each PROSEC are not exhaustive, and the Mexican government regularly consults with industries to include more goods.
In the last three years the Secretariat of Economy conducted, in partnership with the private sector, 12 studies, called "Programs for Sectoral Competitiveness", of the country’s most important sectors according to their levels of exports, employment and FDI. Studies covering the electronics, automotive, textile, maquiladora, leather and footwear, and software sectors are currently available at the website of the Secretary of Economy (http://www.economia.gob.mx/index.jsp?P=944).
Right to Private Ownership and Establishment 
Foreign and domestic private entities are permitted to establish and own business enterprises and engage in all forms of remunerative activity in Mexico, except those enumerated in Section 1 Table 1. Private enterprises are able to freely establish, acquire and dispose of interests in business enterprises. The two most common types of business entities are corporations (Sociedad Anonima) and limited partnerships (Sociedad de Responsibilidad Limitada). Under these legal entities a foreign company may operate an independent company, a branch, affiliate, or subsidiary company in Mexico. The rules and regulations for starting an enterprise differ for each structure.
Transparency of Regulatory System 
The Federal Commission on Regulatory Improvement (COFEMER) under the management of the Secretariat of Economy is the agency responsible for reducing the regulatory burden on business. The Mexican government has made progress in the last few years. On a quarterly basis, these agencies must report to the Presidency on progress achieved toward Presidential goals for reducing the regulatory burden. In December 2006, President Calderon replaced the Regulatory Moratorium Agreement, issued by the previous administration to ensure agencies streamline their regulatory promulgation processes, with the Quality Regulatory Agreement. The new agreement intends to allow the creation of new regulations only when agencies prove that they are needed because of an emergency, because of the need to comply with international commitments, or because of obligations established by law.
The federal law on administrative procedures has been a significant investment policy accomplishment. The law requires all regulatory agencies to prepare an impact statement for new regulations, which must include detailed information on the problem being addressed, the proposed solutions, the alternatives considered, and the quantitative and qualitative costs and benefits and any changes in the amount of paperwork businesses would face if a proposed regulation is to be implemented. Despite these measures, many difficulties remain. Foreign firms continue to list bureaucracy, slow government decision-making, lack of transparency, a heavy tax burden, and a rigid labor code among the principal negative factors inhibiting investment in Mexico. The Secretariat of Public Administration has made considerable strides in improving transparency in government, including government contracting and involvement of the private sector in enhancing transparency and fighting corruption. The Mexican government has established several Internet sites to increase transparency of government processes and establish guidelines for the conduct of government officials. 
"Normateca" provides information on government regulations; "Compranet" allows for on-line federal government procurement; "Tramitanet" permits electronic processing of transactions within the bureaucracy thereby reducing the chances for bribes; and "Declaranet" allows for on-line filing of income taxes for federal employees.
Political Violence 
Potential investors should not find political violence a source of major concern. It generally takes the form of small localized conflicts and inter-communal disputes and has occurred mostly in limited regions of Mexico’s southern states. Since the initial January 1994 uprising of the Zapatista National Liberation Army (EZLN) in the state of Chiapas, government forces and the EZLN have clashed only once, although Chiapas has also experienced unrelated local violence. The Popular Revolutionary Army (EPR) and the Revolutionary Army of the People's Insurgency (ERPI) emerged in June 1996 and June 1998, respectively. They have carried out a number of small attacks, principally confined to the state of Guerrero. On November 6, 2006, three bombs exploded in Mexico City, one of which damaged a branch of Scotia Bank. The perpetrators and the motive of the bombings are still unknown although political factors are believed to be to blame; no injuries were reported, although property damage was reported at several of the targets.
The last half of 2006 saw intense protests in the state of Oaxaca demanding, principally, the state governor’s resignation. The capital city of Oaxaca was under siege by demonstrators for more than five months. Businesses – particularly those in the tourist sector -- reported millions of dollars in losses and many Western countries, including the United States, issued travel warnings advising their citizens to avoid the area. At least 11 civilian deaths, including that of an American journalist, occurred as a direct result of the violence in Oaxaca and hundreds more were injured and/or arrested. State police forces were accused of denying due process to protestors and using excessive force to break-up the demonstrations. In response to the escalating violence, President Fox, and later President Calderon, sent the Federal Preventive Police to restore order. With the presence of federal troops, the city has been fairly calm with only sporadic public marches. The situation, however, remains delicate as the main demand of the protestors, the governor’s resignation, remains unfulfilled.
Narcotics trafficking-related violence is prevalent along the northern border region of Mexico and has shown signs of spreading to other areas -- including the states of Guerrero and Michoacan -- as the federal government has attempted to crack down on the trade. The Government of Mexico, reported mixed results in reducing crime in the border region as a result of its "Operation Secure Mexico" program. During the first month of his tenure, President Felipe Calderon initiated “Operation Together Michoacan” and  Operation Tijuana” sending 7,000 troops to combat drug related gangs in the Michoacan state and  additional troops to Baja California. He is planning on sending troop to additional states in the future.
The consulate in Tijuana has noticed that security concerns have increasingly been an issue for companies looking to invest in the Baja peninsula. The National Chamber of Electronics in Baja California has called for a State plan addressing security issues. Peaceful mass demonstrations are common in the larger metropolitan areas such as Mexico City, Guadalajara, and Monterrey.

Corruption

Corruption has been pervasive in almost all levels of Mexican government and society.

President Calderon has stated that his government intends to continue the fight against corruption and government agencies at the federal, state and municipal levels are engaged in anti-corruption efforts. The Secretariat of Public Administration has the lead on coordinating government anti-corruption policy.

Other government entities, such as the Supreme Audit Office of the Federation (equivalent of the GAO), have been playing a role in promoting sound financial management and accountable and transparent government with limited success as most Mexican external audit institutions (mostly at the state level) lack the operational and budgetary independence to protect their actions from the political interests of the legislators they serve. Technical assistance is being provided to them by USAID to promote the use of modern auditing practices.

Mexico ratified the OECD convention on combating bribery in May 1999. The Mexican

Congress passed legislation implementing the convention that same month. The legislation includes provisions making it a criminal offense to bribe foreign officials. A bribe to a foreign official cannot be deducted from Mexican taxes. Mexico is also a party to the OAS Convention against Corruption and is one of 13 countries that have signed and ratified the United Nations Convention against Corruption. 

The government has enacted strict laws attacking corruption and bribery, with average penalties of five to ten years in prison. A Federal Law for Transparency and Access to Public Government Information Act, the country’s first freedom of information act, went into effect in June 2003 with the aim of increasing government accountability. With USAID assistance, 20 of Mexico’s 31 states have replicated federal efforts by passing similar freedom of information legislation, the vast majority of which meets international standards in this field. Three years after its passage, transparency in public administration at the federal level has noticeably improved, but access to information at the state and local level has been slow.

Mexico is ranked 70th in international NGO Transparency International’s Corruption Perception Index for 2006, on par with China, India, and Brazil. Local civil society organizations focused on fighting corruption are still developing in Mexico. 
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TRADE AND PROJECT FINANCING

 A critical step in the export procedure is to receive the money for the products sold to Mexican end-users.  The two most important points are correctly finishing export documents, including banking paperwork, and identifying a secure method of payment.  There is no room for errors in preparation of export documents, either in dealing with banks or Mexican customs officials.  Documents should be forwarded the same day the shipment leaves the factory or point of origin.  Original export documents should not be entrusted to truck drivers for delivery to anyone.
 
Project Financing 
Project financing requires that the only source of collateral, investment return, and loan repayment be revenues derived from services and/or products resulting from the investment. The project must be literally self-financing, without reliance on guarantees or other undertakings from owners or third parties. Examples of this type of financing are typically seen in utility industries such as electrical power, water supplies, drainage, and certain environmental projects.

Banks, investor groups, large institutional investors such as insurance companies, public offerings of bonds, and other capital market instruments often provide financing. Such financing is in its infancy in Mexico as the Government of Mexico (GOM) has previously been the owner of these types of projects. The financing required by the GOM has been handled either through large international loan syndication direct to the federal government or its operating entities or through multilateral credits. 

Mexico has entered a new era in granting concessions for seaports, airports, railroads, satellite communications, power generation plants, and natural gas distribution systems.

The winning Mexican and foreign firms of these activities must arrange the pure project financing required.

How Do I Get Paid (Methods of Payment) 
U.S. exporters should be aware that Mexican lending rates are higher than in the U.S., and range from 9 to 14% per year (as of June 2005). U.S. exporters can lose or lessen sales to Mexican buyers by demanding payment either by Confirmed Letter of Credit or Cash In Advance. While it is prudent for U.S. exporters to insist on secure payment terms, it pays for them to consider the broad variety of payment terms available to them in order to become as competitive as possible.

The guide in the link below identifies the main financing and payment mechanisms available to support U.S. exporters selling to Mexico. It is an introduction and the reader is encouraged to use it as a starting point in order to become more familiar with the subject. In many instances, the use of expert help is recommended. To that end, the following mechanisms will be examined in this report: 

Cash In Advance;

Confirmed Letter of Credit;

Open Account Terms;

Open Account Terms with Export Credit Insurance;

Documents Against Payment (D/P) & Documents Against Acceptance (D/A);

Export Finance by US Commercial Bank (US$ denominated);

Import Finance by Mexican Bank (P$ denominated);

Lines of Credit Available from Mexican Development Banks. 

Please see the attached link to “Getting Paid by Your Mexican Buyer: Payment Terms

and Financing Options to Maximize Sales While Protecting Against Nonpayment:”

http://www.buyusainfo.net/docs/x_4118633.pdf.

 

U.S. Exim Bank
 
The Export-Import Bank of the United States, an independent agency of the federal government, offers various short, medium and long-term export finance and insurance programs. Of specific interest to U.S. exporters are the guarantees for medium-term loans to purchasers of capital equipment.  Most loans are actually made by American banks with Exim Bank's guarantee.  Exim Bank is active in Mexico.
 
Much of Exim Bank's activity is under so-called bundling facilities.  A bundling facility is a large medium-term loan made to a Mexican bank by an American bank with the guarantee of Exim Bank.  The Mexican bank then makes loans for the purchase of American capital goods to Mexican companies.  It undertakes the credit assessment and risk since it effectively counter guarantees the loans it makes. There also are a number of U.S.-based banks that extend Exim Bank credits in Mexico.  The major Mexican commercial banks have signed agreements with Exim Bank to grant lines of credit to Mexican firms that purchase U.S.-made products.   Such credits generally are available only to Mexican blue chip companies and to their suppliers with firm contracts.  Small and medium size Mexican firms may be able to indirectly access Exim Bank credit through the programs of the Mexican small business development bank, Nafinsa. For more information, please see www.exim.gov.
 
Receivables Insurance
 
Several parties offer receivables insurance in Mexico.  The best known are the U.S. Export-Import Bank, American International Group (AIG), and the Foreign Credit Insurance Association (FCIA).  
 
This insurance can enable a company to give terms of up to 180 days to purchasers.  Knowledgeable international banks will finance insured receivables, whereas most banks will not finance uninsured foreign receivables that are not under letters of credit.  The cost of the insurance and the financing can often be passed on to the customer as a higher product price.  It is not recommended that financing costs, whether under insurance or any other financing mechanism, be set out as a separate line item such as in a pro forma invoice since a Mexican tax liability will arise from the payment of interest.
 
U.S. Small Business Administration
 
The U.S. Small Business Administration (SBA) provides financial and business development assistance to encourage and help small businesses in developing export markets.  The SBA assists businesses in obtaining the capital needed to explore, establish, or expand international markets.  SBA's export loans are available under SBA's guaranty program. Prospective applicants should tell their lenders to seek SBA participation, if the lender is unable or unwilling to make the loan directly.
 
SBA also offers an Export Revolving Line of Credit (ERLC) program that is designed to help small businesses obtain short-term financing to sell their products and services abroad.  The program guarantees repayment to a lender in the event an exporter defaults.  By reducing a lender's risk, the ERLC provides an incentive for lenders to finance small business exporters' working capital needs.  The ERLC provides only the lender from default by the exporter; it does not cover the exporter should a foreign buyer default on payment.  Lenders and exporters must determine whether foreign receivables need credit risk protection.
 
Borrowers can use different SBA loan programs and types of loan guarantees simultaneously, as long as the total SBA-guaranteed portion does not exceed the agency's $750,000 statutory loan guaranty limit to any one borrower.
  
U.S. Banks and Local Correspondent Banks
 
There are many U.S.-based banks active in the Mexican market, particularly U.S.

brokers and banks working with Exim programs. This is a representative list of the U.S.

banks with an office in Mexico:

American Express Bank (México),S.A.

C.P. Manuel Armendariz

General Director

Av. Patriotismo No. 635, Piso 4

Col. Ciudad de los Deportes

03710 México, D.F.

Phone: (011-52-55) 5326-2907 / 01

Fax: (011-52-55) 5326-2908

E-mail: manuel.m.armedariz@aexp.com

Bank of America Mexico

Lic. Orlando Loera

President

Lic Herbert Perez

General Director

Av. Paseo de la Reforma 265, Piso 22

PH 1,2,3

Col. Cuauhtémoc

06550 México, D.F.

Phone (011-52-55) 5230-6300, 5230-6375

Fax:(011-52-55) 5230-6399

e-mail: orlando.loera@bankofamerica.com

http://www.bankofamerica.com

National Bank for Cooperatives (CoBank, ACB)

Mr. Francisco Zamores

Representative

Paseo de la Reforma No. 2620 Ofna 303

Col. Lomas Altas

11950 México, D.F.

Phone: (011-52-55) 2591-8445

Fax: (011-52-55) 5591-8450 ask for tone

E-mail: fzamores@cobank.com

http://www.cobank.com

JP Morgan Grupo Financiero S.A. de C.V.

Sr. Eduardo Cepeda

President

Paseo de las Palmas No. 405 – Piso 16

Col. Lomas de Chapultepec

11000 Mexico, D.F.

Phone: (011-52-55) 5540-9333

2/7/2007

Fax: (011-52-55) 5540-9548/4440-9594

E-mail: eduardo.f.cepeda@jpmorgan.com

www.jpmorganchase.com

UPS Capital Business Credit

Ing. Jorge Navarro Moreno

Representative

World Trade Center

Montecito No. 38, Piso 30, Ofna 34

Col. Napoles

03810 Mexico D.F.

Phone: (011-52-55) 5488 2276

Fax: (011-52-55) 5488 2776

E-mail: jnavarro@upscapital.com.mx

Additionally, Citigroup has a majority share in Banamex:

Banco Nacional de México, S. A. (Banamex)

Mr. Julio A. de Quesada

Corporate Director

(Banca Corporativa y de Inversión de Banamex)

Actuario Roberto Medellin No. 800, Torre Sur, Piso 5

Col. Santa Fe

01210 Mexico D. F.

Phone: (011-52-55) 2226-7240/7109

Fax: (011-52-55) 2226 7671

E-mail: julio-q.de-quesada@banamex.com

erfuentesr@banamex.com

www.banamex.com.mx


Commercial Banks
 
Mexico's commercial banks offer a full spectrum of services within one institution. These

services range from offering deposit accounts, consumer and commercial lending,

corporate finance, and the operation of trusts and mutual funds, to foreign exchange and

money market trading.

Mexico's commercial banking sector has been opened to foreign competition. The North

American Free Trade Agreement (NAFTA) permits U.S. and Canadian banks or any

other foreign bank with a subsidiary in the United States or Canada to establish wholly

owned subsidiaries in Mexico.

Foreign banks are now allowed to operate in Mexico. They are allowed to undertake

financial inter-mediation or to solicit customers for their parent bank. Almost all the

major banks, with the exception of Banorte, are under the control of foreign banks.

Given the 1994 peso crisis and the subsequent bank bailout, banks in Mexico have

since been very cautious in their lending, preferring to provide loans only to their most

sound customers. However, now that the Mexican economy has shown signs of growth,

the banks are beginning to implement programs for lending to a wider range of

companies, although at relatively high rates. In general, small and medium enterprises

(SMEs) have trouble accessing credit. The Mexican Government has enacted several

incentives to encourage more lending to SMEs, and banks have followed suit with new

lending policies for SMEs, but it remains to be seen whether the largest segment of the

Mexican economy will be able to benefit from these policies.

The Secretariat of Finance, the National Banking and Securities Commission, and the

Bank of Mexico are the principal regulators of the banking system. The Secretariat of

Finance is concerned with institutional issues such as licensing and sets credit and fiscal

policies. The Bank of Mexico (the Central Bank) implements these policies and also

operates inter-bank check clearing and compensation systems. The Institute for the

Protection of Bank Savings (IPAB, replacing the former institution FOBAPROA) acts as

a deposit insurance institution. The National Banking and Securities Commission, a

semi-autonomous government agency, is responsible for supervision and vigilance. The

Mexican Banking Association (ABM) represents the interests of Mexico's banks.

USDA’s Foreign Agricultural Service offices in Mexico

The USDA’s Foreign Agricultural Service offices in Mexico – the Agricultural Trade Offices in Mexico City and Monterrey, respectively, and the Office of Agricultural Affairs at the US Embassy in Mexico City, publish more than 100 market reports annually. There ports can be accessed at: www.fas.usda.gov/scriptsw/attacherep/default.asp
Chapter 7

TRAVEL AND BUSINESS INFORMATION
The U.S. Department of State's Consular Information Program advises Americans traveling and residing abroad through Consular Information Sheets, Public Announcements, and Travel Warnings. Consular Information Sheets exist for all countries and include information on entry and exit requirements, currency regulations, health conditions, safety and security, crime, political disturbances, and the addresses of the U.S. embassies and consulates abroad. Public Announcements are issued to disseminate information quickly about terrorist threats and other relatively short-term conditions overseas that pose significant risks to the security of American travelers. Travel Warnings are issued when the State Department recommends that Americans avoid travel to a certain country because the situation is dangerous or unstable. 
For the latest security information, Americans living and traveling abroad should regularly monitor the Department's Bureau of Consular Affairs Internet web site at http://www.travel.state.gov, where the current Worldwide Caution, Public Announcements, and Travel Warnings can be found. Consular Affairs Publications, which contain information on obtaining passports and planning a safe trip abroad, are also available at http://www.travel.state.gov. For additional information on international travel, see http://www.usa.gov/Citizen/Topics/Travel/International.shtml.

The Department of State encourages all U.S citizens traveling or residing abroad to register via the State Department's travel registration website or at the nearest U.S. embassy or consulate abroad. Registration will make your presence and whereabouts known in case it is necessary to contact you in an emergency and will enable you to receive up-to-date information on security conditions.

Emergency information concerning Americans traveling abroad may be obtained by calling 1-888-407-4747 toll free in the U.S. and Canada or the regular toll line 1-202-501-4444 for callers outside the U.S. and Canada. 

Visas and Visitor Fees 
 
There is a single visa form for tourist and business visitors, valid for 30 days upon entry with no fee.  This form is normally distributed on all arriving aircraft.  Business visitors must be careful not to enter as a tourist if their reason for visiting includes any of the following activities:
 
- Business meetings
- Trade events 
- Consulting
- Technical support  
- Marketing
 
Contracts and other business agreements entered into while an American visitor to Mexico is traveling on tourist rather than business status are not legal, and there have been rare instances of immigration authorities detaining visitors doing business while on tourist status, resulting in fines up to $2,000.  Immigration officials also have the authority to bar such travelers from obtaining visas in the future.  
 
Immigration status can be adjusted fairly easily while in country for tourists who later find they want to do business.  In Mexico City, visa status can be converted at the following immigration office, located not far from several major business hotels:
 
Delegación Regional
Instituto Nacional de Migracion (INM)
Lic. Francesco Grassi Garibay 
Ejercito Nacional No.  862
Col. Polanco, 2a. Sección
11570 Mexico, D.F.
Phone: 5281-0105 
 
If a U.S. business person wants to reside in Mexico and work on a more permanent basis, it is necessary to obtain an FM-3 immigration form.  This form may be obtained with validity up to one year, renewable up to a total of five years.  The cost as of July 6, 2003, is about US$165 at current exchange rate.  A NAFTA-FMN entry permit can be converted to an FM-3 visa in country at the nearest immigration office.
 
To obtain the FM-3 the traveler must present any of the following documents: 
 
- Valid passport, or
- Proof that the traveler is engaged in international business and that he will receive his income from the U.S.company (e.g. a letter from the U.S. employer).  A verbal declaration may be acceptable.
 
For further information, please contact the Mexican Embassy or Consulate nearest to you, or visit the Mexican Embassy web site at www.embassyofmexico.org. Mexico has 45 consulate offices in the U.S.
 
The Mexican immigration authority has reinstated a visitor's fee that was dropped over 30 years ago. Mexico's Congress authorized the fee to be collected from foreign visitors with the stated goal of computerizing visitor entry and expanding tourist services.  The fee is set at $195 Mexican pesos, currently about $20 U.S. dollars.  Visitors are not required to pay the fee if they: 
 
- Are Mexican citizens;
- Are aliens residing in Mexico;
- Are students with a current Mexican student ID;
- Enter by land or sea but stay less than 72 hours;
- Enter Mexico by land, stay more than 72 hours, but do not
  proceed beyond the 26-kilometer checkpoints; or
- Enter Mexico by land, stay more than 72 hours, and do proceed 
beyond the 26-kilometer checkpoints unless to one of the "exempted" areas (see SECTUR website below for a list of exempted areas.)  
 
Visitors ARE required to pay the fee if they:
 
- Arrive by air (it will be included in your airfare);
- Arrive by sea and stay in any Mexican port longer than 72 hours (with a maximum of        one fee per cruise; it will be included in your cruise package); or
- Arrive by land, stay longer than 72 hours, and proceed beyond the checkpoints or the exempted areas.
 
If you enter by land on a business visa you are entitled to unlimited ingress and egress to and from Mexico for 30 days after payment of the fee.  If you enter by land on a tourist visa you are entitled to unlimited ingress and egress to and from Mexico for 180 days after payment of the fee.
 
Visitors entering by land transportation may pay the fee at any Mexican bank before leaving the country.
 
IMPORTANT NOTE: All foreign visitors should keep their Visitor Card (Forma Migratoria) bearing the official "FEE PAID" stamp as it will be subject to verification by inspectors of Mexico's National Immigration Institute.
 
For further information please contact: the Mexican Embassy, Consulate or visit the Mexican Ministry of Tourism (SECTUR) web site at: http://www.sectur.gob.mx.

Business Travel
Mexico shares a border of over 2,000 miles with the United States and offers a wide variety of business destinations, often with distinct cultures, infrastructure, and different levels of security concern.  This following information focuses on the capital, Mexico City.  With a population of some 20 million people, Mexico City is a cosmopolitan, world-class city with all the advantages and disadvantages of a huge urban center.

Transportation and Hotels
 
Mexico City has frequent direct and non-stop flights from major U.S. cities.  American carriers to Mexico include American, Continental, Delta, America West, United and Northwest.  Mexican carriers providing scheduled service within Mexico include Mexicana, Aeromexico and several feeder carriers.  
 
Many business class hotels are available in Mexico City, including Marriott, Intercontinental, Radisson, Four Seasons, and Sheraton, among others.  All of these hotels offer business centers and most offer fitness centers.  Rack rates are comparable to most major U.S. cities, ranging from $280 to $700 per night.
 
The Mexico City Benito Juarez International Airport offers a fixed price (depending on destination) taxi service to any point in the city.  Tickets are purchased at a booth within the baggage claim area. This taxi service is governmentally regulated and monitored.  For security reasons it is recommended that travelers do not use any other private taxi services offered on-site.
 
It is easy to exchange dollars for pesos at the airport at a reasonable rate.  In addition to bank cashier windows, cash machines are available that accept U.S. credit and debit cards and provide pesos.  
 
For travel in Mexico City, most visitors prefer taxis to car rentals.  Rental cars are very expensive (around U.S.$100/day and up) and Mexico City is difficult to navigate.  For reasons of security, visitors are strongly urged to avoid using taxis roaming the streets and to use only sitio (stationary/radio) taxis.  Sitios are located throughout the city.  Your hotel can call you a sitio cab and you can obtain a card from the driver with the telephone number to call when you are ready to return; or alternatively, you can call your hotel again and request a return cab.  Most restaurants and places of business also are accustomed to calling sitios for their clients.  Private cars with bilingual drivers can be hired at most business hotels; they will negotiate fees on an hourly or daily basis but are considerably more expensive.
 
While the Embassy has no information to indicate that official or private U.S. travelers to Mexico are specifically targeted for terrorist or criminal activity, there is continuing risk. Visitors should take precautions against street crimes such as armed robbery and pick pocketing - additional information is provided below.
 
Travel with Children
 
Visitors should keep in mind that Mexican law requires children under 18 to carry a notarized affidavit from any absent parent when traveling into or out of Mexico.  U.S. airlines will not allow one parent to board a plane with children if no notarized statement from the other parent is available.  Having the necessary documentation ready will make vacations more pleasant for the entire family.
 
Language
 
Spanish is the official language of Mexico.  While many people in the large cities speak some English, it may be difficult for them to conduct detailed discussions.  Non-Spanish speaking visitors to Mexico may wish to hire an interpreter.  It is considered courteous for U.S. business people to speak a few words of Spanish.  Most mid and high-level government officials and business executives speak English and many are U.S.-educated. 

Climate
 
Mexico stands out for its great diversity in weather and topography. Most Mexican terrain is classified as mountainous or hilly and is divided into three vertical zones: hot, temperate and cool. Hot land ranges between sea level and 3,000 feet. This includes Puerto Vallarta, Acapulco and other beach resorts, as well as the desert Northeast and border zone.  The temperate area is found between 3,000 and 6,000 feet. Guadalajara and Chapala are in this category.  Above this is the cool region, including Mexico City, at 7,300 feet.
 
Most parts of the country have fairly well defined wet and dry seasons. The rainy season in Mexico City starts in May or June and runs through September.  Rains, at times torrential, usually come in the late afternoon and can tie up traffic.  An umbrella is a necessity during this season.  It will rain occasionally in other months.
 
Spring/fall attire is suitable year round in Mexico City.  During most of the year, the weather is warm during the day and cool in the early morning and evening.  During the cooler part of the dry season (December to February) it may be chilly during the day and cold at night.  Layered clothing is recommended.  Business travelers should wear normal business attire.  Shorts are worn only in resort areas.
 
Health
 
A high standard of medical care is available in the principal cities from private hospitals and doctors.  Many private Mexican doctors have U.S. training and speak English.   
 
U.S. Embassy staff who need urgent medical care generally visit the ABC Hospital, tel: 5230-8000; emergency ward 5230-8161-4.  Other good private hospitals and clinics located around the city include the Angeles Group (various locations); Medica Sur (south Mexico City), and Clinica Londres (central). 
 
Visitors should follow standard international dietary precautions in Mexico.  It is best to drink bottled beverages without ice.  Bottled water is readily available.  Raw salads should not be consumed, all fruits should be peeled, only pasteurized dairy products should be consumed, and meat should be ordered well done.  Hotels and business restaurants in general cater to foreign visitors and fulfill all sanitary requirements.  Many American fast food chains have franchises in Mexico with similar standards as in the U.S.  
 
Air pollution in the Valley of Mexico (Mexico City and adjacent areas) is chronic. Contaminants in excess of U.S. and Mexican standards pollute the air many days during the year.  Air pollution is at its peak from November to April, during the dry season, and may aggravate allergy and cardiopulmonary problems.  The relatively high altitude of Mexico City, a long winter dry season, and air pollution can cause irritation of the respiratory tract, nose and eyes - the latter especially for contact lens wearers.
 
Visitors to Mexico City should remember the high altitude and be prepared to move slowly, getting sufficient rest, until they have adjusted.  Upon arrival in Mexico City, the sensation of increased respiration, rapid heart rate, and mild dizziness are normal adaptive processes.  Insomnia, fatigue, circulatory problems, symptoms of dehydration, and nausea are common, but pass quickly.  Alcoholic beverages have a stronger effect. Newcomers may find it beneficial to drink plenty of water.  
 
Communications
 
Telephone service is usually reliable and most parts of Mexico have direct dialing to the United States. Telephone service is heavily taxed in Mexico, causing costs to be expensive by U.S. standards. Sprint, MCI, and AT&T calling cards may be used in Mexico.  Cellular telephones are available and widely used.  
 
Mexico City has 31 AM and 22 FM radio stations and eight local TV stations that broadcast Spanish language programming.  Several local companies offer cable and direct satellite service with a wide range of English and Spanish language stations.  CNN and other programs popular with business travelers are routinely available in hotel rooms. 
 
Twenty Spanish-language newspapers and one English-language daily, the Miami Herald, are published in Mexico City.  The New York Times, the Wall Street Journal, Journal of Commerce, the Washington Post, Los Angeles Times, and USA Today usually arrive the day of or the day after publication.  Many English language books and magazines are available at newsstands in the airport and at the Sanborns chain of drug and variety stores.  
 
Mail service can be unreliable.  Messengers and private delivery services routinely are used to deliver correspondence both intra- and inter-city.
 
Demographics
 
Population reached 107.4 million with an annual average increase of 1.16 percent. The Mexico City Metropolitan area accounts for 18 percent of the total population. Five states have reported the highest population increases in the last decade: Mexico, Jalisco, Puebla, Baja California and Nuevo Leon. The Mexican population is 51.2 percent female and 48.8 percent male.
 
If divided into three main demographic regions, the northern region of the country has 62 percent of the territory, with 26 percent of the total population, and generates 30 percent of the GNP. The central region has 18 percent of the territory, 50 percent of the total population, and generates 60 percent of the GNP. The south-east region has 20 percent of the territory, 16 percent of the total population, and generates only 10 percent of the GNP.
 
Mexico is the most populous Spanish-speaking country in the world and the second most-populous country in Latin America after Portuguese-speaking Brazil. About 70% of the people live in urban areas. Many Mexicans emigrate from rural areas that lack job opportunities--such as the underdeveloped southern states and the crowded central plateau--to the industrialized urban centers and the developing areas along the U.S.-Mexico border. According to some estimates, the population of the area around Mexico City is about 18 million, which would make it the largest concentration of population in the Western Hemisphere. Cities bordering on the United States--such as Tijuana and Ciudad Juarez--and cities in the interior--such as Guadalajara, Monterrey, and Puebla--have undergone sharp rises in population in recent years. 
Education is among the Mexican government’s highest priorities, and the education budget has continued to grow in recent years. Funding for education increased from 6.9 % of GDP in 2002 to 7.3% of GDP in 2005. While efforts to decentralize responsibility for education from the federal to the state level in order to improve accountability are ongoing, the central government still retains significant authority. Although educational performance in Mexico has improved substantially in recent decades, the country still faces several major problems, including providing education to rural and indigenous populations. 

Education is currently mandatory for ages 5 through 15. An education reform law enacted in 2002 will make preschool mandatory for all children ages 3 and up by 2008. This reform is being implemented in stages. In 2005, 77.4% of the population between the ages of 3 and 15 were enrolled in school. Primary, including preschool, enrollment totaled 18.8 million in 2005. Enrollment at the secondary public school level rose from 5.4 million in 2000 to 5.9 million in 2005. After a significant increase in higher education enrollment during previous decades, Mexico has seen a slower rise in university enrollment more recently. Numbers rose from 2 million enrolled in 2000 to 2.4 million in 2005. 

Infrastructure
 
Mexico’s land transportation network is one of the most extensive in Latin America with 117,000 kilometers (km.) of paved roads, including more than 10,000 kilometers of four-lane paved roads. The 26,622 kilometers (16,268 mi.) of government-owned railroads in Mexico have been privatized through the sale of 50-year operating concessions. 

Mexico’s ports have experienced a boom in investment and traffic following a 1993 law that privatized the port system. Mexico’s ports moved nearly 1.7 million containers in 2003. A number of international airlines serve Mexico, with direct or connecting flights from most major cities in the United States, Canada, Europe, Japan, and Latin America. Most Mexican regional capitals and resorts have direct air services to Mexico City or the United States. In 2005, the Government of Mexico agreed to sell Mexicana, one of the two main national airlines, to a private investor. Airports are semi-privatized with the government still the majority shareholder, but with each regional airport group maintaining operational autonomy. 

The telecommunications sector is dominated by Telmex, the former state-owned monopoly. Several international companies compete in the sector with limited success. The teledensity rate in Mexico (around 16%) is among the lowest in Latin America. Cellular penetration is much higher with over 33 million cellular customers in 2004. However, 31 million of these customers use pre-paid cards, and many use their phones to receive calls only. Mexico’s satellite service sector was opened to competition, including limited foreign direct investment, in 2001. 

Local Business Customs

Business and social customs vary widely in Mexico.  It is best to be observant and flexible, and to take cues from the Mexicans around you.  
 
The length of the workday varies depending on the region of the country and the type of organization.  In Mexico City, companies typically open at 9:00 and work until 6:00 or 7:00 P.M., with a long lunch beginning at 2:00 P.M. or later.  In the north the workday may begin and end earlier with lunch at 1:00 P.M.  Federal government offices in Mexico City traditionally have started work at about 10:00 A.M., with a break at 2:00 or 3:00 P.M. for lunch and a return at 5:00 P.M. or 6:00 P.M to work into the evening until 9:00 P.M. Beginning April 1, 1999, the federal government issued new instructions for offices to operate between the hours of 8:00 AM and 6:00 PM with flexible arrival and departure times for employees.  In practice, however, many offices continue to operate according to the traditional schedule.
 
Business cards are used extensively. Come with a large supply.
 
Mexicans make extensive use of professional titles (doctor, profesor, licenciado, ingeniero).  It is courteous to address them by their titles.  Along with this formality is an emphasis on appearances -- avoid casual dress.
 
When meeting in a group, it is customary to shake hands with all upon arrival and departure.  Special respect may be given to older members.  A single air-kiss on the cheek is expected for all women present, although this is not necessary in the first meeting. 
 
Business meals are important, especially lunch.  Mexicans are accustomed to smoking and drinking freely at business meals.  Participation in social activities is very important to succeed in the Mexican business world.
 
Patience is the key to doing business in Mexico.  Business meetings in Mexico will often take longer than they would in the States.  Etiquette often includes much small talk before getting into business.   Ask about your counterpart's hometown, university, personal interests including sports, and family.  On the other hand, some U.S. executives have found their Mexican counterparts to be initially brusque and perhaps wary of the U.S. company's sincerity or intentions.  Again, it is difficult to make generalities.
 
Yes does not always mean yes.  Mexican social etiquette makes it difficult to say no.  In conversation, Mexicans emphasize tactful and indirect phrasing, and may be more effusive than Americans with praise and emotional expressions.  Do not be overly aggressive while negotiating; it is considered rude.
 
The concept of time is flexible in Mexico.  Guests to social events (except in the case of cities in the North) can arrive an hour late.   Punctuality is observed for most government appointments and social functions.
 
Although the presence of businesswomen is increasing, business in Mexico remains male-oriented.  However, this need not be considered an obstacle to the participation of U.S. businesswomen in Mexico.
 
Tipping is common in Mexico. Calculate 10-15 percent of restaurant bills and one U.S. dollar per bag to bellmen.
 
Security Considerations
 
Street crime is common, especially in urban areas.  If accosted, DO NOT RESIST, as resistance is the number one reason that otherwise non-violent crime becomes violent.  Do not leave your pockets unprotected or purses open, any more than you would in any large city.  Avoid wearing expensive watches and jewelry and carrying large sums of cash, your passport, and multiple credit cards.  Leave these in a hotel safe, not in your room.  Make sure you know the PIN numbers for any credit or debit/cash cards you carry, and do not carry cards for which you do not have a PIN.  If necessary, write any PIN numbers on a piece of paper and carry it with you separate from your wallet.   
 
The U.S. Embassy advises its personnel not to travel on Mexican highways after dark and not to take roving taxi cabs in Mexico City.  These taxis are frequently used to apprehend visitors and hold them until sufficient money is extracted using their credit cards in automatic teller machines (hence the importance of knowing all PIN numbers). Use only taxis called by your hotel, place of business or from "sitios" (cab stands). Exercise caution walking in areas frequented by tourists and shoppers.  Do not walk alone at night, and do not get involved in conversations with strangers, a favorite tactic of con artists and thieves.    


Chapter 8
CONTACTS
Principal U.S. Embassy Officials
Ambassador--Antonio O. Garza, Jr. 
Deputy Chief of Mission--Leslie Bassett
Minister Counselor for Political Affairs--Charles Barclay
Minister Counselor for Economic Affairs--Vladimir Sambaiew
Minister Counselor for Public Diplomacy--James Dickmeyer
Minister Counselor for Consular Affairs--David Donahue
Minister Counselor for Commercial Affairs--Karen Zens
Minister Counselor for Management Affairs-- Isiah Parnell 
Minister Counselor for Agricultural Affairs--Suzanne Heinen
Consul General--vacant
Counselor for Labor Affairs--Kevin Richardson
Counselor for Scientific and Technological Affairs--David Wagner
The U.S. Embassy in Mexico is located at Paseo de la Reforma 305, 06500 Mexico, DF. U.S. mailing address: Box 3087, Laredo, Texas 78044-3087; tel. (from the U.S.): (011) (52) 555-080-2000; Internet: http://mexico.usembassy.gov/ 

The embassy and the 22 U.S. Consulates General, Consulates, and consular agents provide a range of services to American students, tourists, business people, and residents throughout Mexico. 
U.S. Consulates General, Consulates, and Officials
Consulate General, Ciudad Juarez--Donna Blair
Address: Avenida Lopez Mateos 924-N, 32000 Ciudad Juarez, Chihuahua
U.S. Postal Address: Box 10545, El Paso, Texas 79995-0545
Tel. (from the U.S.): (011)(52) 656-611-3000 
Consulate General, Guadalajara--Edward Ramotowski
Address: Progreso 175, 44100, Guadalajara, Jalisco
U.S. Postal Address: Box 9001, Brownsville, Texas 78520-0901
Tel.: (011)(52) 333-268-2100 

Consulate General, Monterrey--Luis Moreno
Address: Avenida Constitution 411 Poniente, 64000 Monterrey, Nuevo Leon
U.S. Postal Address: Box 9002, Brownsville, Texas 78520-0902
Tel.: (011)(52) 818-345-2120 

Consulate General, Tijuana--Ronald Kramer
Address: Tapachula 96, 22420 Tijuana, Baja California Norte
U.S. Postal Address: P.O. Box 439039, San Diego, California 92143-9039
Tel.: (011)(52) 664-681-7400 

Consulate, Hermosillo--Robert Clarke
Address: Calle Monterrey 141 Pte., 83260, Hermosillo, Sonora
U.S. Postal Address: Box 1689, Nogales, Arizona 85628
Tel.: (011)(52) 662-2893500 

Consulate, Matamoros--Cecelia Herrera-Elizondo
Address: Ave. Primera 2002, 87330, Matamoros, Tamaulipas
U.S. Postal Address: Box 633, Brownsville, Texas 78522-0633
Tel.: (011)(52) 868-812-4402 

Consulate, Merida--Karen Martin
Address: Calle 60 No 338K x 29 y 31, Colonia Alcala Martin, CP 97050, Merida, Yucatan, Mexico
U.S. Postal Address: Box 9003, Brownsville, Texas 78520-0903
Tel.: (011)(52)(999) 942-5700 

Consulate, Nogales--Cynthia Sharpe
Address: Calle San Jose s/n, 84065, Nogales, Sonora
U.S. Postal Address: P.O. Box 1729, Nogales, AZ 85628-1729
Tel.: (011)(52) 631-313-4820 

Consulate, Nuevo Laredo--David Stone
Address: Calle Allende 3330, Col. Jardin, 88260 Nuevo Laredo, Tamaulipas
U.S. Postal Address: Box 3089, Laredo, Texas 78044-3089
Tel.: (011)(52) 867-714-0512 

Consular Agents 

Acapulco--Alexander Richards
Address: Hotel Acapulco Continental, Costera M. Aleman 121-Local 14, 
39670 Acapulco, Guerrero
Tel. (from the U.S.): (011)(52) 744-469-0556 
Cabo San Lucas--Michael John Houston 
Address: Blvd. Marina, Local C-4, Plaza Nautica, Zona Centro, 
23410 Cabo San Lucas, Baja California Sur
Tel.: (011)(52) 624-143-3566 

Cancun--Lynette Belt
Address: Plaza Caracol 2, #320-323, Blvd. Kukulkan, Km. 8.5 Zona Hotelera, 
77500 Cancun, Quintana Roo
Tel.: (011)(52) 998-883-0272 

Ciudad Acuna--vacant
Morelos y Ocampo #305, Col. Centro
26200 Ciudad Acuna, Coahuila 
Tel. (011)(52) 877-772-8661 

Cozumel--Anne Harris
Address: Plaza Villa Mar en El Centro, Plaza Principal, Parque Juarez
(entre Melgar y 5a Av.), Piso 2, 77622 Cozumel, Quintana Roo
Tel.: (011)(52) 987-872-4574 

Ixtapa/Zihuatanejo--Elizabeth Williams
Address: Hotel Fontan, Blvd. Ixtapa, Ixtapa, Zihuantanejo, Gro. 40880, Mexico
Courier Address: Paseo de los Hujes 236, Col. El Hujal, 
40880 Zihuatanejo, Guerrero
Tel.: (011)(52) 755-553-1108 

Mazatlan--Patti Fletcher
Address: Hotel Playa Mazatlan, Rodolfo T. Loaiza 202, Zona Dorada, 
82110 Mazatlan, Sinaloa
Tel.: (011)(52) 669-916-5889 

Oaxaca--Mark A. Leyes
Address: Macedonia Alcala 407, Int. 20, 
68000 Oaxaca, Oaxaca
Tel.: (011)(52) 951-514-3054 

Piedras Negras--Dina O'Brien
Address: Prol. General Cepeda No. 1900, Franccionamiento Privada Blanca, 
Piedras Negras, Coahiula, C.P. 26700
Tel. (011)(52)795-1986 

Puerto Vallarta--Kelly Trainor
Address: Zaragoza 160, Edificio Vallarta Plaza, Piso 2, Int. 18, 
48300 Puerto Vallarta, Jalisco
Tel.: (011)(52) 322-222-0069 

Reynosa--Vera Vera
Calle Monterrey #390 esq. Sinaloa, Col. Rodriguez
88630 Reynosa, Tamaulipas
Tel. (011)(52)899-893-9331 

San Luis Potosi--Carolyn Lazaro
Address: Edificio "Las Terrazas," Av. Venustiano Carranza 2076-41, Col. Polanco, 
78220 San Luis Potosi, San Luis Potosi
Tel.: (011)(52) 444-811-7802 

San Miguel de Allende--Philip Maher
Address: Dr. Hernandez Macias 72
37700 San Miguel de Allende, Guanajuato
Tel.: (011)(52) 415-152-2357 

Other Contact Information 
American Chamber of Commerce of Mexico
A.C. Lucerna 78-4 06600 Mexico
D.F. Mexico
Tel: (011)(52) 555-724-3800
Fax: 555-703-3908
E-Mail: amchammx@amcham.com.mx
(Branch offices also in Guadalajara and Monterrey) 

U.S. Department of Commerce
International Trade Administration
Office of Latin America and the Caribbean
14th and Constitution, NW
Washington, DC 20230
Tel: 202-482-0305; 202-USA-TRADE
Fax: 202-482-0464
Internet: http://www.ita.doc.gov 

Excerpts from:
2007 Country Commercial Guide http://www.buyusainfo.net/z_body.cfm?dbf=ccg1&search_type2=int&avar=19999&country=Mexico&logic=and&loadnav=no
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