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I. Introduction

uring these times in which most of the

attention that is directed toward Mexico is

focused on issues such as the achicvements
and benefits of the North American Free Trade
Agrcement, the growth of the Mexican economy,
and the cmergence of Mexico as an excellent op-
tion for foreign investment, it is crucial to stop and
take a look at a sector which perhaps does not im-
mediately catch the investor’s eye, which is that of
the Mexican Co-operatives. The level of integra-
tion of this scctor, its achievements in socioeconomic
development with diverse sections of the popula-
tion, and its presence in a wide variety of economic
activitics all make it worthy of consideration for any
foreign investor, businessperson or Co-operative or-
ganization that is sceking business opportunitics in
Mexico.

As it has done with other documents and other pro-
grams, and as a key element in its on-going efforts
to encourage and promole the many opportunites
for investment, trade, cooperation and exchange that
the Co-operatives of the arca offer, the Interna-
tional Co-operative Alliance is pleased to present
this guide. This document is meant to create aware-
ness of the fact that Co-operatives arc worth con-
sidering as potential sources of investment projects,
strategic alliances and other types of exchange and
cooperation. The time is surely right: Mexico has
opened its doors to foreign investment through fun-
damental legislative, tax, political and economic
reforms that will insert it into the currents of
globalization and modernization that are prevalent
around the world today.

In order to reach its objective, this document begins

with an analysis of the main advantages that Mexi-
can Co-operatives offer to any type of investor or
interested party that has focused its attention on
Mecxico. Having provided this initial insight, the
next step is an examination of general aspects of
the Mexican cconomy through a review of tenden-
cies and investment incentives in this country. This
is complemented with an overview of some of the
prominent sectors of the Mexican economy, empha-
sizing those in which Co-operatives, as well as op-
portunitics with these groups, are present. Next, in
the following chapter the different forms of doing
business or investing are examined, looking not only
at the different legal structures but also at the types
of activitics that foreigners are allowed to become
involved in.

A document of this sort would not be complete with-
out looking at some genceral characteristics of the
country, including geography, climate, population,
social and cultural issucs, among others, which of-
fer a gencral impression of the country and its
people. The following chapters delve into different
aspects concerning the banking/financial system, the
tax system and labor policies of Mexico, in order to
provide other key ingredients in a guide of this type,
which aims at providing an initial orientation which
undoubtedly must be complemented with site visits
and appointments with the corresponding profes-
sionals and officials.

To finish up the main body of the document, a brief
description of the North American Free Trade Agree-
ment is provided, a treaty which has served as plat-
form to many of the current and future achicvements
of this important Latin American country. The fi-
nal chapter contains some key contacts for individu-
als, companies and other organizations that plan to
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work in the Mexican market in some manner, pro-
viding names and numbers for government agen-
cics, banks, other private and public entitics, as well
as Co-operalive organizalions.

In conclusion, the hope is that this guide may help
oricnt those who have already identified Mexico as
a target for future investments, research or opera-
tions, but also to motivate them to consider the Co-
operatives as a viable alternative for investment and
business ventures. Finally, for those who have not
considered Mexico, nor its Co-operatives, the ex-
pectation s to arouse serious, well-informed inter-
est in this «awakening giant» that is opening up its

Doing Business with the Co-operatives of Mexico

borders to individual, corporate, and Co-operative
initiatives from all over the world.

Last, but definitely not Ieast, it would be inappro-
priate to end this introduction without thanking the
sponsors that have made the creation and publica-
tion of this document possible, the Swedish Co-
operative Centre and The Desjardins Society for
International Development.

Juan Diego Pacheco
Regional Director
International Co-operative Alliance



II. Why Seek Business Opportunities with
Mexico’s Co-operative Sector?

ne nced not draw the attention of the most

astute businessmen toward the attractive

ness of doing business in Mexico. The po-
litical and economic reforms achieved in recent
times speak for themselves, as do recent trade agree-
ments that have converted this country into one of
the world’s primary centers of attention for invest-
ment and business purposcs. As a result, in the last
few years there has been a real explosion in foreign
investment, as well as great economic dynamism
that undoubtedly paved the way for the country’s
recent incorporation into the Organization for
Economica Development and Cooperation (OEDC).

However, while many have come and will continue
to arrive thinking only of the benefits of the North
American Frec Trade Agreement (NAFTA) and of
investing in newly liberalized actvities, there is a
danger of overlooking one of the most interesting
and opportunity-filled sectors in the country: that

of the Mcexican Co-opceratives. Any businessperson
with an interest in secking out attractive opportuni-
ties for investment or coinvestment should be in-
formed about the Co-operative sector, whose busi-
ness and trade potential has just begun to be ex-
ploited.

Before entering into the details of the economic
outlook and the incentives, procedures and other
general factors which must be understood by inves-
tors interested in Mexico, first it is important to look
at the most prominent advantages offered by the Co-
operative sector of this country. Einphasis will be
given to those advantages which are most relevant
to potential investors, businesspeople, and other Co-
operatives within and outside of Mexico. An ¢x-
amination of these aspects and consideration of pos-
sible trade relations, alliances, coinvestments, etc,
will elucidate the strategic nature of the Co-opera-
tive sector in Mexico.

* Benefitted by NAFTA

*  Low production and intermediation costs

*  Excess capacity
* Legal and political support

tion of wealth

Table I1.1 Main Advantages of Mexican Co-operatives
»  Access to financing and loan-guarantee funds

»  Direct and speedy access to the most important regions and sectors of the country
¢ High demand for machinery, equipment and other capital goods

»  Access to extensive resources in the country’s key sectors

»  Extremely positive ideals and objectives beneficial to economic democratization and distribu-




Following is a brief explanation of each one of the
advantages mentioned above.

Access to Financing and Loan Guarantee Funds

As part of its efforts toward improving the
socioeconomical conditions of the rural areas and
among small farmers, the Mexican government has
created several special credit lines for small and
middle-sized companics, the Co-operatives being of
high priority. For example, Nacional Financicra
offers loans for working capital, fixed investment,
and the restructuring of debts, credits to which mi-
cro and small businesses will have access (PROMYP
program). In addition, the new Co-operative law
establishes the creation of loan-guarantee funds for
Co-opcrative projects.

Benefitted by NAFTA

Co-operatives enjoy all the advantages offered by
NAFTA. These include exporting of products to
Mexico, the United States and Canada without tar-
iffs and quotas, as long as rules of origin are ob-
served.

Direct and speedy access to the most important
regions and sectors of the country

Because they are spread out among the different
states of the country, the Co-operatives have estab-
lished networks and strategic distribution channels.
That, plus the fact that they operate in diverse sec-
tors like agriculture, agroindustry, fishing, cement,
ports, transportation, finances, tourism, ¢tc., makes
the Co-operative sector an extremely attractive one
for potential business endeavours.

High demand for Machinery, Equipment and
other Capital Goods

The Co-operatives require new machinery and
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equipment in order to modemize themsclves and in-
crease their productivity. This increases their po-
tential demand for and interest in acquiring tech-
nology from foreign counterparts — and with the
new tariff reductions set in motion by NAFTA, the
possibility of entering into negotiations for the ac-
quisition of capital goods has increased substantially.

Low Production and Intermediation Costs

By integrating and combining purchasing and pro-
duction among its different members, the Co-op-
erative movement often enjoys significant econo-
mies of scale in many areas. Additionally, becausc
they don’t operate under such stringent profit-gen-
eration policies (e.g: in the purchasing of goods and
services for members, akey goal is to share the ben-
efits of low costs among themselves, and not to in-
flate prices in order to maximize profits), Co-op-
eratives present very favorable cost structures.

Access to Extensive Resources in the Country’s
Key Sectors

There are Co-operatives that possess large land hold-
ings with high levels of forestry and agricultural
resources. Many of these groups don’t have the
capital nor the technology to exploit these resources.
Nonetheless, they are open to the possibility of re-
ceiving assistance from third partics, whether it be
in the form of strategic alliances, coinvestment or
other forms of cooperation.

Excess Capacity

Many Co-operatives have substantial assets which
account for fixed costs, but in many cases they are
not taking full advantage of their potential capacity.
In other words, by identifying a new market and
trying to increase production, they can offer prices
that mostly reflect only marginal costs. The vast
amounts of storage facilities Co-operatives possess



Why Seek Business Opportunities with Mexico’s Co-operative Sector?
G

(silos, warchouses, buildings, ctc) are also worth
mentoning in this sense.

Legal and Political Support

From the political point of view, Co-operatives have
a wide and strong support base. As evidence of this
support, one ¢can mention the recent approval of the
«New General Law for Co-operatives». This new
law, which received a consensus vote from all of
the political partics in the country, creates impor-
tant reforms and benefits for the Co-operative scc-
tor. As as result, projects that involve Co-opera-
tives on their own or together with companies or
private investors enjoy high levels of acceptance,
promotion, image and stability, in addition to an
adequate legal framework. Co-operatives arc scen
as positive models for achieving development goals,
especially in regard to farmers and micro and small
businesses. For this reason, Co-operatives will con-
tinuc receiving direct atiention and priority among

those programs promoted by current and future ad-
ministrations.

Extremely positive ideals and objectives
beneficial to economic democratization and
distribution of wealth

The Co-operative model, by definition, has among
its fundamental objectives a more just distribution
of economical benefits, support for small produc-
ers, and the democratization of the cconomy. The
success of this model will depend upon the mod-
ernization of Co-operatives and the formation of
stronger ties with the international business com-
munity. As an cxample of the positive aspects of
dealing with Co-operatives, it is worth noting that
some Co-operatives have entered into new markets
using labels that state «This product was elaborated
by small Co-operative producers» on its packaging
and thus reaching a market niche that allows for
higher margins.
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III The Mexican Economy: Overview

¢xico’s diversified economy has made

great strides in the past few ycars. The

reforms achicved during the presidency
of Carlos Salinas were cssential in setting the stage
for the country s ¢conomic recovery, particularly the
economic liberalization mcasures. But perhaps cven
more important, Mexico’s inclusion into the North
Amcrican Free Trade Agrecment (NAFTA) has put
the country into the international spotlight, attract-
ing large amounts of foreign investment, and stimu-
lating substantial increases in exports. lts member-
ship to the General Agreement on Tarifts and Trade
(GATT), and its recent incorporation into the Orga-
nization of Economic Cooperation and Development
(OECD) reflect ¢ven further the dramatic changes
occuring in this rapidly developing country.

1. Privatization

Mexico has a mixed ¢conomy, but the trend is to-
ward privatization and greater emphasis on private
sector-led growth. The government, through its
agencies and through companies which it owns or
controls, continues to dominate in petrolcum pro-
duction activities, and in the arca of public utilitics.
However, the private scctor has become more ac-
tive in arcas previously controlled by the govern-
ment, due to the privatization of industrics deter-
mined as «non-strategic». These include telecom-
munications, commercial banking, two domestic
airlines, and mining operations. Between 1985 and
1991, the private sector’s share of fixed investment
grew from 64% to 76.7%.

cals.

total exports, including oil.

Table I11.1.
General Trends in the Mexican Economy

* Increased participation of private investment in ncw projects, including innovative approaches
in certain sectors such as telecommunications, highways, air transportation, and petrochemi-

» Constant increases in the export of semifinished and manufactured goods as a percentage of

*  Consistent growth of the in-bond processing industry.
*  Growing demand for skilled workers and for trained managerial and professional people.

* A containment of inflation in agreement with major trading partner levels.
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Figure 3.1. Mexico: External Debt as GNP Percentage
77.6 76.2

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
Source: Statistics From Bank of Mexico.

2* Foreign Debt as a percentage of GNP this debt load has been re-

duced substantially— from 77.6% in 1986 to 31.4%
Following the debt crisis of the 1980s, Mexico has  in 1992 (see Figure I11.1). Also, the public portion
achieved great improvements in its debt profile.  of the debt has been renegotiated several times, and
Although it still has one of the largest foreign debts  the country is now current in terms of both interest
in the world (US $105 billion at the end of 1992), and jjrincipal payments.

Figure Inflation and Interest Kate, 1982-15>92
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Source: Figures from Bank of Mexico.



3. Inflation

After suffering from relatively high rates of infla-
tion during the 1970s and 1980s, the Mexican
economy has finally achieved single-digit inflation
(see Figure 111.2). The reduction of inflation owes
itself greatly to the economic liberalization policies,
but also to concerted efforts by the Salinas admin-
istration to bring inflation under conU’ol. These ef-
forts included agreements with organized labor,
fanners and private enterprise. The new adminis-
tration of Ernesto Zedillo is likely to continue with
similar poUcies to keep inflation in check. This,
along with the greater integration of Mexico's
economy with those of Canada and the U.S.A. sug-
gests that inflation will not be as much of a problem
as it has been in previous years.

4. Commercial Trade Balance

Mexico's previously favorable commercial trade
balancc has recently experienced deficits, due
largely to a somewhat overvalued currency, the
worldwide reduction of petroleum prices, and the
reduction of import tariffs and the general liberal-
ization of import procedures. Mexico has a maxi-
mum tariff level of 20%, with a weighted average
of 7% for goods imported from North American
countries, and 13.5% for those from the rest of the
world. As seen in Figure 111.3, the composition of
Mexican imports and exports reflects the importance
of petroleum and manufactured goods. In regard to
the latter, exports have increased particularly for
automobiles, motors, and parts, as well as in other
goods produced by the in-bond maquiladoras.

The U.S. continues to figure as Mexico's principal
trading partner. This northern neighbor receives
between 60 and 70 % of Mexican exports, and pro-
vides a similar percentage of imports. The U.S. also
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provides large percentages of border transactions,
tourist expenditures and income from the in-bond
processing industry. Other principal trading part-
ners include Japan, Germany, the United Kingdom,
France, and Canada.

Figure 33. Mexico: Commercial Balance,
1992-1994

I Imports | Exports | Balance

Source: ""Notes about Economy and Development”. CEPAI, 1994.

5. The Co-operative Sector

During the 1970s, government poUcies and broad
poUtical support stimulated the formation of thou-
sands of Co-operatives in sectors ranging from ag-
riculture and manufacturing to transport and bank-
ing. Subsidies, agrarian reform and assistance pro-
grams were directed toward Co-operative business
enterprises. However, the lack of emphasis on com-
petitive structures and free-market based policies,
and most importantly, the absence of an adequate
legal and regulatory framework for Co-operative
business ventures limited their performance and
sustainability. With the opening up of the economy,
a large number were forced to cease operations.

In spite of these past difficulties, the Mexican Co-
operative sector is now gearing up for a renewed po-
sition of importance within the economy of this na-
tion. Based on the lessons learned during the Co-
operative movement's history, today Co-operatives
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recognize the importance of becoming competitive
enterpriscs, and of seeking out strategic alliances with
partners both within and outside the country. Most
importantly, a new Co-operative law has been passed,
establishing a serics of reforms that allow Co-opera-
tive businesses significant advantages in conducting
business and becoming more compelitive.

For example, previous restrictions on the siz¢ and
scope of Co-operative business activitics have been
removed. Co-operatives may now engage in joint
ventures, strategic alliances, and scck financing
through the selling of limited shares. Co-opceratives
that had reccived agricultural lands during past
agrarian reform policies are now entitled to sell,
transfer, or form co-investments. The vast holdings
of such Co-operatives should be of particular inter-
est to private businesses and investors interested in
cxploiting Mexico’s vast agroindustry potental. Fi-
nally, a new superior council will coordinate activi-
tics designed to support Co-operative sector inte-
gration and modcernization within the liberalized eco-
nomic framework.

6. Investment Incentives

Mecxico has climinatcd most types of tax incentives,
except for specific industries and special cases:

The publishing industry: 50% income tax reduction
for all entitics, and for cntitics with up to 40% for-
eign ownership, a reduction of up to 100 percent of
tax liability is given when profits arc reinvested in
the acquisition of books and raw materials {or their
production, payments of royaltics on new litcrary
works and the acquisition of new equipment, includ-
ing exemption from value added tax on the import
thereof.

Agriculture, livestock breeding, fishing, and timber:
50% reduction of tax liability, or 25% if the taxpay-

ers industrializes their products or is also engaged
in commercial or industrial activities.

Construction of low-income rental housing:  Al-
though currently suspended, the incentives provided
for in a special decree of February 11, 1987 can be
granted for the construction of low-income rental
housing.

In general, the country is not considered a tax ha-
ven, as its tax rates comparc to those of major in-
dustrialized and developing countries around the
world.

However, a number of policies and non-tax incen-
tives remain in place for the stimulation of foreign
investment that generates cmployment, exports, and
technological development. One of the most popu-
lar incentive programs is that created for the in-bond
processing industries, more popularly known as the
«maquiladoras».

Magquiladoras are companies that process or as-
semble temporarily imported materials and parts for
subsequent re-exportation.  Tariffs are not paid on
the imported materials. Maquiladoras may be es-
tablished in any part of the country, and may even
obtain permission to scll part of their production on
the local market, provided that customs are paid on
the corresponding portion of imported materials in-
corporated into the product.

Companics wishing to operate as maquiladoras must
register with the Department of Commerce and In-
dustrial Development (SECOFI), which approves
applications and operating programs. The operat-
ing program will specify, among other things, the
machinery and cquipment that will be temporarily
imported; the types and quantities of materials, com-
ponents, and othcr materials to be imported for pro-
cessing or assembly during specified periods; and



the technical and other types of assistance to be pro-
vided by the foreign contractor.

Besides the maquiladora program, SECOFI offers
other export incentive programs. These include:

e Duty free temporary imports of raw matcrials,
packaging and capital equipment as well as duty
free import of fuels, lubricants, spare parts, and
other consumables, provided companies export
the Iesser of US $500,000 or 10% of their pro-
duction.

e Duty free temporary import of capital equip-
ment, machinery, quality control, industrial se-
curity and employee training equipment for a
renewable period up to 5 years, for those com-
panies that export at least 30 % of their pro-
duction.

e Zero-rate Valuc Added Tax (VAT) treatment for
entities that export more than US $3 million of
their production, as well as the zero VAT treat-
ment of sales made to these companies by lo-
cal suppliers.

« Import duty drawback («devolucidn de
impuestos») allows the refund of duties paid
up to one year before on imported merchan-
dise integrated into exported goods or sold to
entities that subsequently export the product.

Special development programs for investments
in capital goods, metal mechanic, chemical and con-
sumer goods industries, including specific benefits
negotiated with SECOFI, such as import duty re-
ductions.

7. Trade Agreements

Although it has deservedly received the majority of
attention, the North American Free Trade Agreement

10
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is not the only favorablc commercial alliance en-
joyed by Mexico. The country has been a member
of the General Agreement on Tariffs and Trade
(GATT) since 1986. It also belongs to the Latin
American Integration Association (LAIA), which
provides reductions in duty rates on merchandise
imports from all South American countries cxcept
Guyana, French Guiana and Suriname.,

Since 1992, an Economic Complementation Agree-
ment with Chile has been in effect. This agreement
anticipates a wide and accelerated tariff elimination
on 96% of all tariff items. Through gradual reduc-
tions, total tariff elimination will be achieved for
these items by 1996.

Mexico also recently signed a free trade agreement
with Costa Rica, beginning in January of 1995.
Similar agrecments are being negotiated with Co-
lombia and Venezuela and other Central American
countries besides Costa Rica.

Finally, Mexico benefits from tariff reductions af-
forded by the Generalized System of Preferences.
Countries from the European Union, Japan,
Scandinavia, and Switzerland allow access to a
broad number of Mexican goods with lower tariffs
than those applied to industrialized countrics. Asin
most other trade agrecments, local content and rules
of origin apply.

Together, these trade agreements make Mexico a
strategic country for commercial activities through-
out the Americas, which is something that the Co-
operatives of the region cannot afford to ignore.
Parallel to modernization or restructuring, Co-op-
cratives have to take advantage of all the liberaliza-
tion in trade and estabish relations with other Co-
operatives and companies of the continent, sceking
out those alliances that will allow them to increase
their competitivencss, which will in turn guarantee
long-term stability for their members.



IV. Key Sectors: Opportunities with Co-operatives

wide variety of economic sectors present
Aattracu’vc business and investment oppor
tunities for those intcrested in Mexico.
From petroleum and mining, agriculture and fisher-

ics, to manufacturing and service sector activities,
the country offers a myriad of possibilities.

This chapter highlights scveral of these sectors, par-
ticularly those in which Co-operative businesses op-
portunities are prevalent. The large number of Co-
operalive business enterprises in Mexico, and their
participation in many important sectors allude to the
great potential afforded by seeking out business with
Co-operatives. With the following introduction to
key sectors and the opportunities presented by Co-
operatives, businesses and investors will have a bet-
ter idea of where to begin looking.

Sectors Included In This Chapter

Page
Agriculture 11
Livestock 13
Food and Beverages 14
Construction 19

Commercial Fishing/ Seafood Production 20
Television, Movies and Written Media 22
Transportation 23

1. Agriculture

Dramatic changes are taking place in Mexico’s ag-
riculture sector. After experiencing decades of de-
creasing growth rates (including negative growth

rates in 1988 and 1989), agricultural production is
now growing steadily (sce Figure 1V.1.). Invest-
ment in new agricultural activitics has increased
substantially, unleashing the enormous potential of
the country’s arable land.

Figure 4.1. México: Growing of the GNP
Sectors: Agriculture, Cattle and Forestry

1990

1991

Source: Statistics from Bank of México.

Economic reform and liberalization are fucling the
recovery and current boom of Mexican agriculture.
In a series of sweeping changes, the government
has deregulated markets, lowered internal trade bar-
riers, and streamlined procedures for foreign invest-
ment. Other changes and general policy trends in-
clude:

¢ Policics to make agriculture more competitive
(training, subsidies for certain product exports,
etc.)
Foreign investment promotions in every step
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of the agroindustrial production cycle, includ-
INg certain tax incentives

«  New programs for financing agriculture and
capitalizing the sector

« Agricultural export promotion (trade fairs, con-
ferences, technical assistance, ete.)

«  Natural resource protection

«  Diversification of economic alternatives in ru-
ral arcas

Doing Business with the Co-operatives of Mexico

Perhaps most importantly, in 1992 the Mexican gov-
emment passed a new agrarian law, liberalizing the
rules for land ownership. Private businesses and
investors may now buy and sell agricultural land
previously restricted due o common property re-
gimes. Corporations may now own up to 2,500 hect-
arcs (6,175 acres) of farm, grazing, or timber land,
creating an important stimulus for increasing farm
size and thus taking fuller advantage of cconomics
of scale. Other cffects of the new agrarian law are
summarized in Table 1V.1.

or third partics.

(6,175 acres), subject to certain limitations.

Table IV.1. Summary of New Agrarian Law, Passed February 1992

+  «Ejidalarios», farmers who merely had the right to use Co-operative farms («¢jidos»), may now
own the land outright, and it may be Icascd, sold, or otherwise disposed of.
+  Ejidatarios and Co-operatives may enter into any kind of business association with other ejidatarios

+  Corporations may now own farm, grazing or timber land with a maximum arca of 2,500 hectares
«  Foreign investment is permitted in these corporations up 10 49 percent of series «T» shares, i.c.,

shares representing the contribution or acquisition of land.
+  Expropiations to distribute land among the landless will no longer be decreed.

Fruits and Vegetabls are Mexico’s most important
agricultural export items. In 1990, Mexico exported
approximately US $990 million worth of these prod-
ucts. Tomatoes contributed the Targest amount 10
this total, accounting tor some 48% of vegetable
exports. and supplying some 80 % ot U.S. tomato
imports. Other important fruits and vegetables,
along with a comparative chart of yield levels, are
listed in Table TV.2.

Among other important agricultural products are
sugar. tobacco. and coffce. Previously nationatized
sugar mills have recently been privatized, permit-
ting internationally competitive production at yiclds
above the world average (65.5 metric tons per hect-
are, compared 1o 60.2 metric tons world average).
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Table 1V.2. Yields of Some Fruits and
Vegetables (ton/hectare)
Product Domestic US.A. World
Cucumber 18.5 12.3 15.3
Garlic 8.6 15.0 8.4
Avocado 6.8 5.5 5.5
Watermelon 13.6 144 13.2
Papaya 340 32.0 32.0
Mango 11.7 - -
Cacao 0.92 - -
Tomato 330 240 272
Potato 29.0 35.0 15.3
Eggplant 26.0 220 21.6
Grape 10.5 - 703
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Tobacco production, distribution and markcting has
also been privatized. Tobacco yield rates are 3.1
metric tons per hectare, compared to the world av-
erage of 1.5 metric tons p/ha. Finally, Mexico ranks
fourth in world production of coffee, behind Brazil,
Colombia, and Indonesia.

2. Livestock

Beef is by far the most important item in the live-
stock scctor of the Mexican cconomy. Beef pro-
duction in Mexico had a value of US $2.0 billion in
1990, accounting for some 42 % of total meat pro-
duction. Yield in beef productionis 212 Kg of meat
per head of cattle, compared to a world average
equivalent yicld of 206 Kg/head of cattle. Mexico
exports a large amount of cattle for fattening (0 the
U.S. market, which absorbs some 81 percent of to-
tal beef imports in North America.

While pork production is not as significant as beef
(27.7 percent of total), pork remains number one in
terms of meat consumption in the Mexican market.
A full 94 percent of pork produced in Mexico is
consumed by the domestic market. Of this amount,

Figure 4.2. México: Livestock Production, 1991

Cattle Meat
42 6%

Caprine 1.3/
Ovine 0.9%

Aviculture
27.5%

Porcine
28%
Source: Figures from Bank of México.

approximately 45% is consumed directly, while S5%
goes to food processing industries.

Co-operatives: Ideal Targets for Agricultural/
Livestock Business in Mexico

Opportunities with Co-operatives are particularly
pronounced in agriculture and livestock production
activities. This is due to the large amount of land
allocated to Co-operative farms, or ¢jidos— as scen
in Figure IV.3., some 25 percent of total Mexican
agricultural, livestock and forestry lands are pos-
sesscd by livestock-related ejidos, and another 9.4
% is owned by agribusiness ejidos. The recent lib-
eralization of land ownership rules, including the
ability of ¢jidos to sell, acquire, or co-invest with
forcign counterparts, has created ideal conditions,
which have only just begun to be exploited.

Foreign investors are encouraged 1o look into joint
ventures with Co-operative ejidos. These small
farmers can provide required land, labor and expe-
rience while the investor furnishes capital, technol-
ogy, technical assistance and market connections.
Since 1989, foreign investment has grown more than
50 percent as aresult of such bencticial agribusiness
relations.

For more information concerning bussiness and in-
vestment opportunities in the agricultural sector,
please contact the Secretariat of Commerce and In-
dustrial Development (SECOF], listed in the final
chapter of this guide). SECOFI manages a data-
base of investment opportunities in the agricultural
scctor called SINPEX, which includes several
agribusiness Co-operatives and rural farmers’ unions
with interesting proposals. Also, the Mexican Na-
tional Confederation of Co-operatives
(CONACOQORP, listed in the final chapter of this
guide as well) is a good reference point for those
interested in making stratcgic contacts in the Mexi-
can agribusiness sector.
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Acapulco.

Tel/Fax: 52-5-591804

Opportunity Profile: Joint Venture for Coffee Processing and Distribution
Co-operative Name: Agricultural Co-operative «La Pintada»
1993 Sales: Between US $100,000 and US $1 million
Brief Description of Project: This small cotfee-producing Co-operative is secking a foreign partner
to co-invest in a venture o process and distribute high quality Mexican coffee. The ideal partner will
be able to contribute up to 45 percent of the US $1.1 to $2.5 million needed to acquire high tech

processing cquipment from Germany, as well as providing distribution channels and/or market con-
tacts. La Pintada is located in the state of Guerrero, in the mountains near the famous beach resort of

Contact Person: Julio Cesar Ocana Martinez, Legal Representative

Address: Colonia La Pintada, Atoyac de Alvarez, Guerrero, Mexico

3. Food and Beverages

One of the most attractive sectors for business and
investment opportunities in Mexico is food and bev-
erages and tobacco. It makes up the largest part of
manufacturing, composing 26.6 % of manufactur-
ing GDP (including tobacco) and a full 5.9 % of the
country’s total GDP. Growth in this sector has av-
eraged 2.5 % in the 1980 - 1993 period, outperform-
ing the 1.9 % average growth in the manufacturing
scctor and the 1.8 % average growth for total GDP
for the same period. Forecasts for industry growth
in 1994 were 2.4 % growth. Mexico's large popu-
lation (82 million, growing at 2.3 percent annually)
and growing average income rate arc primary driv-
ers behind this positive performance.

In terms of industry structure, several statistics are
worth examining. In food production alone, Mexico
has some 28,000 businesses, a full 22 percent of the
total in the manufacturing sector. The vast majority
of companies are micro-sized (87 %), small (11 %)
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or mid-sized (1.6 %). Only one percent are large
firms, although these employ a full 41% of the food
industry’s workers, the total of which exceded
400,000 in 1994 (4% of total workers registered by
the Mexican social security system).

The most important food products in terms of na-
tional production are shown in Figure IV.3. As seen
in this figure, meat and dairy products compose the
largest part of food production GDP, 25 %. This
subscctor also imports the most products, particu-
larly cold cuts coming mainly from the U.S., and
dry milk coming from the U.S., Germany, Ireland,
and New Zealand. Following meat and dairy prod-
ucts are the sub-scctors of cornflour milling, sugar,
wheat milling (including wheat flour and bread),
ediblc oils and fats, coffee grinding and processing,
processed fruits and vegetables, and animal feed, in
decreasing order of GDP contribution.

In terms of food industry trade, Mexico has experi-
enced growth of both imports and exports. In 1993
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Figure 4.3. Mexico: Food Industry Production,
1992

Other prod.
from Milk
2%

Meats Prod.

Fluid Milk and
Dairy Prod.
54%

Source: Bancomer Financial Group. Economic Researches, 1993,

the balance was negative, with imports exceeding
exports by approximatety US $1.55 billion. Princi-
pal imports include fresh or refrigeraied meat, dry
milk, other oils and fats, special processed foods,
and prcpared animal feed. Main exports include
frozen shrimp, processed fruits and vegetables,
canned abalone, roasted coffee, and frozen straw-
berrics (sce Figure 1V.4.)

The relatively large gap between imports and ex-
ports developed during the last years, a reflection
and result of Mexico's economic liberalization and
tariff reduction. Howcever, new foreign investment
in the Mexican food and beverage industry, along
with the reduction of U.S. tariffs on Mexican ex-
ports, are likely to permit exports to grow more rap-
idly in the medium to long term, facilitating a clos-
ing of the deficit.

Opportunities with Co-operatives

Since agricultural and livestock products are primary
inputs for the food industry, food processing busi-
nesses should consider the advantages of joint ven-
tures and other commercial relations with agricul-

Figure 4.4. Food Industry. Export Main
Products, 1993

Frozen 38%

Strawberres 3.8%

Toast Coffee 4.6% -
Prepared Abalone
5.1%

29% Preparea
Vegetable and
Fruits

Source: Bancomer Financial Group. Economic Researches, 1993.

tural enterprises— particularly Co-operatives, which
possess certain advantages, as described in the pre-
vious section concerning the agriculture and live-
stock sector. In fact, a recently passed amendment
to article 27 of the Mexican Constitution will facili-
tate the creation of new alliances between Co-op-
erative farm producers and food manufacturers,
strengthening production chains, allowing greater
vertical integration, and increasing productivity.

Case Study: The Pascual Workers Coooperative

There are undoubtedly a great number of Co-opera-
tives that have had significant success and are there-
fore worthy of atiention and cxamination by other
Co-operatives of the continent. The case of the
Pascual Workers Co-operative («Cooperativa de
Trabajadores Pascual»), producers of the well-
known Mexican brand names «BOING» and
«LULUD» of bottled refreshments and natural juices,
deserves consideration for a number of reasons:

* It has managed to survive in a time of decreas-
ing state support to Co-operatives and of in-
creasing competition.
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« It has achicved success by means of sound ad-
ministrative policics that have allowed it 10 take
advantage of its comparative advantages.

» Ithas succesfully ventured into export markets.

It is worthwhile to look into the details of each of
the affirmations made above. In first instance, it is
impotant to briefly review how this Co-operative
came to be and how this has helped it survive, first
in the absence of state support and secondly in view
of increasing competition and the opening up of
markets.

The Pascual Workers Co-operative comes about in
the early 80’s as a resuit of a labor dispute between
the «<BOING» company and its workers. In fact,
when the dispute ended the former owners took with
them all formulas and other key clements needed
for the elaboration of the BOING products. Al-
though at first this would scem a disadvantage, in
the long run it helped the new Co-operative because
it forced the new owners (the Co-operative) to in-
vest time and money in things like quality control
and product development, clements that have al-
lowed this Co-operative to maintain its competitive
position in the market in spite of abundant competi-
tion and market expansion. However, although this
required great sacrifice from the founding members,
it has also been an ingredicnt for the later success
of the group, since it has been able to maintain in-
dependence from indebtedness from both public and
private lenders.

The second key element in the development and
success of this Co-operative has been the prevalence
of sound administrative policies during the differ-
ent periods of the growth of the company, and the
ability to respond to changing circumstances.
Among other policy arecas, the following may be
mentioned:
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Marketing: In this arca the Co-operative has imple-
mented well-planned and aggressive marketing strat-
egies, and a program of direct sales, minimizing
middiemen. Ithas been able to dominate one of the
most important - deceivingly so - markets which is
that of the «chinameros», which are small, mobile
retail sales vehicles, most visible in the urban areas
of the country. On the other hand, the Co-opera-
tives have succesfully entered into the institutional
(scool-related) market, thanks to the quality of the
products and their capacity to be stored over rela-
tively long periods of time (thanks to vacuum-pack-
aging —TETRAPAC— technology), and by offer-
ing discount programs and other incentives for
schools.

Another important consideration in regard to mar-
keting is that the Co-operative has been resourceful
in constantly monitoring the market, determining
crucial moments in which to launch new products
or embark upon publicity campaigns, both aimed at
maintaining or increasing market presence.

Human Resources: In this ficld, important for any
company, the Co-operative has also known how to
make the most of its human resources, which ap-
plies not only to Co-operative members but (o all
the workers in general. Perhaps the fact that the
Co-operative was born as the direct result of a labor
conflict made this area even more relevant for the
founding members. Although the fact that labor rates
are generally low in this industry in Mexico - giv-
ing the BOING products a comparative edge - it is
a fact that Pascual has always paid its workers more
than the established minimum wage, which has in-
creased worker productivity. This last factor has
also benefitted from the training programs and ex-
cellent working conditions that can be observed at
all three of the organizations industrial plants.

Raw Material Sourcing: In this area, Pascual has
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stood out for having «declared war» upon the ever-
present middlemen. The Co-operative buys directly
from the producers, which enables it to ascertain
the quality of the fruit right from the source. The
Co-operative occasionally even grants technical as-
sistance to these producers in order 10 guarantee
quality. Another obvious benefit is that price of the
raw materials are kept reasonable by elimating
sometimes unscrupulous intermediaries. All of these
factors, together with other planning policics, also
allow Pascual to maintain staibility in the supply of
its products on the market. In relation to one of the
other key ingredients of its products, watcr, the Co-
operative runs its own treatment plants, thus assur-
ing the purity and quality of this clement.

These are only some of the areas in which sound,
long-range policies have provided excellent results.
Surely there are other important components, such
as the ability to plan stratcgically, and the already-
mentioned capacity to respond to different circum-
stances. This last aspect was touched upon specifi-
cally in the marketing arca, but it can also be felt in
other fields such as environmental issucs, where the
Co-operative built its newest facilitics outside of the
city in responsce to signals that the government will
gradually be forcing industry out of the urban ar-
eas. In another ficld, Pascual has alrcady began tak-
ing steps in relation to the obsolescence of some of
its machinery and equipment.

The final ingredient which makes this a worthwhile
case study is the Co-operative’s export activitics.
Although currently exporting only 10% of its over-
all production, what is rclevant in this case is that
the company alrcady cxports to 10 states in the
USA (including Texas, California and Illinois), o
the Caribbean and to Central America. This dem-
onstrates not only its ability to place its products
beyond Mexican boders and succeed in little-
known and highly competitive markets, but it also

attests to the quality of its products, that have to
meet stringent sanitary requirements, particularly
in th¢ USA. In addition, the vision and versatility
of the members of the Co-operative is once again
proven, as they have not been content to simply be
strong players on the local market, but instead have
looked for opportunities to increase their per-unit
income, which in turn brings more stability to the
members and workers of the Co-operative. This
vision is also demonstrated in the group’s current
plans to look for options to enter into the dairy-
product market.

To summarize, in addition to demonstrating busi-
ness savvy, even under adverse circumstances, the
Pascual Workers Co-operative has shown that a Co-
operative organization can, much more than simply
compete with the traditional private scctor, interact
with this sector, as it has undoubtedly done with its
suppliers and clients in Mexico and beyond. Surely
the Co-operative’s entrance into new markets and
new geographic regions will bring opportunitics o
develop even further its tics with other sectors and
with Co-operatives from other countrics. For ex-
ample, if Pascual begins working the dairy line, and
also wishes to expand its presence in the United
States, there should be interesting possibilities for
joint ventures or strategic alliances with US dairy
Co-operatives, or with producers of bottling, pas-
teurizing, etc, technology. In addition, surcly this
Mexican Co-operative would look favorably upon
the possibility of buying raw materials (fruit pulp,
fruit, concentrates) from Co-operatives or produc-
ers in other Central American, South American and
Caribbean countries, where there are abundant tropi-
cal fruit plantations. Undeniably, these types of re-
lations, as well as the well-planned and well-ex-
ecuted policies of the Pascual Co-operative are wor-
thy of examination by Co-operatives around the
world, a place where thosc entitics that do not learn
to interact with other sectors and other countries are
destined to disappear.
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Table IV.3. Summary: «Cooperativa de Trabajadores Pascual».

Main Products: Natural Fruit Juices and Bottled Soft Drinks

Production Statistics *: 2,400,000 cases per month - export markets
3,900,000 cases per month - local market

Assets and Advantages of the Co-operative:

Nearly 3,500 employees

Three production plants

Owners of the popular brand names «BOING» and «LULU»

Use of TETRA BRIK (vacuum-packaging) technology

More than 30 distribution agencies, and well-established distribution channels in the entire country
Seven wholly-owned branch offices

More than 500 delivery vehicles

Dominance of key market niches, such as schools and «chinchorros» (mobile sales vehicles)
Exports to ten states in USA, as well as Central and South America and the Caribbean

Needs, possibilities for joint ventures, alliances:

Assistance in developing market and distribution channels in US A and other countries
Improvements in technology and certain elements in production chain
Capital and know-how in order to diversify into dairy markets

Contacts: Valentin Bautista Rosas
(for exports: Zhoylo Balderas Balderas)

Address: Clavijero No. 75
Col. Trénsito C. P. 06820
México D.F.

Telephone:  552-1352 0 552-1137
Fax: 764-0015

* A case contains 24 units that vary between 250 y 1000 ml. cach

18



Key Sectors: Opportunities with Co-operatives

4. Construction

The Construction sector provides one of Mexico's
most important and attractive areas for business and
investment., Together with cement production ac-
tivitics, construction has benefitted greatly from the
decline in interest rates and its greater contribution
to the country’s GDP (this grew by 8 % in the scc-
ond quarter of 1994, compared to a ycar carlier).
Several companies of this sector are star perform-
ers on the Mexican stock exchange, reflecting the
dynamism of construction in the economy.

The positive performance of construction activitics
owes itself to several factors. First, the country’s
growing population continues to place demands on
a saturated housing market, particularly for lower
income families. [tis estimated that approximately
one million new homes are needed on an annual
basis, while current supply is not expected o keep
pace. Secondly, the high influx of foreign capital in
the tourism and industrial sectors creates demand
for morce extensive and complex building structures.
Finally, growth in the commercial sector is fucling
the development of new commercial centers (malls,
shopping centers, elc.).

Co-operatives: Opportunities in the Construction
Sector

One of Mexico’s largest and most successful con-
struction sector enterprises is Cruz Azul, a Co-op-
erative of some 1450 members. Cruz Azul is dedi-
cated to the large-scale production of cement and
other construction materials. Some of the country’s
principal public works projects, office buildings and
monuments have been built with materials produced
by Cruz Azul’s two production plants.

Like many other Co-operatives, Cruz Azul has been
active in the search for strategic alliances and other

bencefical relationships with entities that have com-
mon or complementary interests. For example, this
Co-operative has been distributing paint products
manufactured by another Mexican company, using
its wil known «Cruz Azul» product label. This group
has also bcen looking for partners for other such
joint ventures in production/distribution, including
international companies like Sherwin Williams.
Cruz Azul’s strong domestic market position, to-
gether with its succesful insertion into the construc-
tion materials export market, point to the strategic
nature of this dynamic Co-operative enterprisc.

Another interesting business opportunity presents
itself with Mexico's housing Co-operatives. Hous-
ing is one of the most important Co-operative scc-
tors, with over 1,000 individual Co-opcratives
formed to help provide communities with the mate-
rials and financing necessary to construct buildings
and homes. The housing commission of the Na-
tional Confederation of Mexican Co-operatives es-
timates a 650,000 dwelling-per-year deficit, due to
limited capacity to provide feasible fow-cost alter-
natives. Certainly, housing Co-operatives would
show a great interest in new technologies such as
pre-fabricated panels. In addition, housing Co-op-
eratives need to raise capital so that they might
aquire land and necessary materials. In this sense,
they could serve as potential partners for low-in-
come housing projects, providing both laborers to
build, and occupants to buy finished homes.

More information on Co-operative business oppor-
tunities in the construction/cement industries can be
obtained by contacting the «Seccion de Vivienda»
(housing) or the «Seccion Industrial» (for cement
and other industries) of the Confederation of Mexi-
can Co-operatives (CONACOOQP, sce final chapter
for list of contact telephone and fax).
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5. Commercial Fishing/Seafood
Production

Commercial fishing has rapidly become one of the
most imoprtant sectors in the Mexican ¢conomy, in
terms of exports. Two difterent scafood products—
frozen shrimp and canned abalonc figure among the
top five export products in the category of food,
beverages and tobacco. Frozen shrimp appears as
the top product on this list, with over a quarter mil-
lion US dollars in exports in 1993, Other scafood
exports include frozen lobster, canned fish seafood.
and frozen tuna.

Mexico has developed an extensive infrastructure
for commercial tishing and other scafood produc-
tion activities. Alarge fleet of fishing vessels, large
and small, is in the process of trying 1o modernize
itself and incorporate technological innovations.
The government’s commitment to this scctor is re-
flected in the recent investment in shrimp and fish
farms, docks and reception centers, together with
labs and facilities for rescarch and development.

Mexico enjoys extensive fishing grounds within its
territorial waters. Fishing and production activities
take place on the coast along the Gulf of Mexico,
as well as on the Pacific coast, from Baja California
all the way down to the Southern border with Gua-
temala. The most important Mexican states for com-
mercial fish production include (on the Gulf Coast)
Campeche, Tamaulipas, and Veracruz, and (on the
Pacific Coast) Sonora, Sinaloa, Oaxaca and Chiapas.

Co-operatives: Strategic Partners for Seafood
Business Opportunities

Some of the most profitable business opportunities
in Mexico’s commercial fishing and seafood sector
are (o be found with the numcerous Co-operatives -
m 1991 there were more than 1,500, Mexican fish-
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ing Co-opceratives make up some of the country’'s
largest and most important business enterprises.

For cxample, as of 1988 some 534 Co-operatives
were engaged in the harvesting and processing of
shrimp, one of Mcxico's most important e¢xport
items. Operating on the coasts of both the Pacitic
Ocean and the Gulf of Mcxico, shrimp Co-opera-
tives manage approximately 2,300 large-sized ves-
sels, and more than 16,000 small boats. The shrimp
Co-operatives produce the vast majority of Mexico's
shrimp, including the over USS 250 million exported
in 1993.°

More than 1,000 other Co-operalives capture and
process several fish specices, along with Abalone.
clams, oyslters, and other specics of shellfish.

A recendy passed fisherics law has significantly lib-
cralized the commerctal fishing sector of Mexico,
making it much casicr for private, foreign businesses
and investors to participate in activitics that previ-
ously had been restricted to national Co-operatives.
For this rcason, many Co-operatives are sceking
partners for joint ventures and other commercial re-
lations. Thosc that take advantage of this timely
opportunity are sure 1o establish important new busi-
ness operations in a market with high potential.

For morce information on business and investment
opportunitics with commercial fishing Co-opera-
tives in Mexico, interested parties may contact the
Fishing Scction of the Confederation of Mexican
Co-operatives (sce final chapter of this guide for
contact list).

1. Source: Research document published by the International
Co-operative Alliance. «Co-operatives in Rural Develop-
ment», November, 1991

Figures cited from a document published by the Mexican
Secretariat of Fishing. «Current Situation of Principal Mexian
Commerical Fishing». 1988.
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Opportunity Profile: Expansion and Modernization of Shrimp Farm
Co-operative Name: SCCPA Maricultivos de la Costa de Chiapas, SCL
Product: White shrimp «Vanmei»
1993 Sales: Approximately US$ 1 million
Brief Description of Project: This Pacific-based Co-operative is seeking counterparts for the expan-
sion of a shrimp farm. It nccds approximately US$ 1 million dollars of capital to invest in the
construction of 16 new ponds and associated equipment. The ideal partner will possess market
contacts and distribution capabilities to facilitate exports to other markets. Partner will have major-
ity ownership and control of the venture.

Contact person: Manuel or Jesus Martinez, Administrative Council Representatives.

Telephone: 962-62451 or 962-52780
Fax: 962-52780.

Opportunity Profile: Joint Venture , Seafood Commercialization
Co-operative Name: SCPP Ribereiia «Leyes de Reforma»
Product: Clams, Lobster, Abalone, Shrimp
Range of Sales, Annual: US$ 2.6 to 10 million
Brief Description of Project: Located in the city of Ensenada, Baja California, this Co-operative is
seeking a partner who might help contribute capital and distribute its seafood production to various
markets. It is willing to grant majority ownership and control of the marketing and distribution to
potential partners with distribution channels and marketing know-how.

Contact person: Santiago Villavicencio Peralta, CEO

Telephone: (617) 713-61 or (617) 713-65
Fax: (617) 713-61

Address: Espinoza 778, Obrera Ensenada, Baja Califorina, Mexico
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6. Television, Movies and
Written Media

Mexico’s entertainment and news media industries
may be somewhat unfamiliar to many from other
countrics, but in Latin America, Mexico ranks as
one of the premier providers of these services in the
large and rapidly expanding Spanish-speaking me-
dia market. Movies from Mexico consistently win
awards in intcrnational film festivals and become
multi-million dollar blockbuster hits, particularly in
Central and South America. Mexican publishers are
among the most competitive and successful in Latin
America, producing best-selling novels from famous
national authors, journals, ctc. Media giant Televisa
controls a diverse and powerful conglomerate of
television, soap opera, international news (ECO,
which could be considered the CNN of Latin
America) and other media services.

In other words, those interested in making inroads
into one of the most dynamic and modern markets
for entertainment and news media - Latin America
- need look no further than Mexico. The country
itself provides a strong cnough incentive, due to the
large population and the steadily increasing income
level. This, toghether with its well-established ex-
perience and distribution channels into the rest of
Latin America and other countries, imply the stra-
tegic nature of Mexico to forward-looking busi-
nesses and investors,

Mexican Video and Film Production Co-
operatives

Co-operatives represent a very interesting and po-
tentially attractive group within the Mexican video
and film scctor. As of publication of this guide, six
Mexican Co-operatives arc actively involved in vari-
ous types of video and film media activities, with at
least four morc in the process of forming. Together,
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they encompass some 150 video and film produc-
tion personnel, engaged in the full range of activi-
ties, including:

Directing and Producing

Acting

Camera Operators, Photographers
Light, Sound, Set Design

Editing

Cincmagraphic Co-operatives have also been in-
volved in the production of more than 27 full-length
feature films, several of which have won prizes in
both national and interational film festivals. Table
IV.4. provides a summary of those produced by S
different Co-operatives.

For more information regarding video and film pro-
duction Co-operatives, interested parties should con-
tact the Federation of Cinemagraphic and Video Co-
operatives (FECINE, see contact list in final chap-
ter of this guide)

Graphic Arts and Publishing: Co-operatives at
the Forefront

In the subsector of graphic arts and publishing, Co-
opcratives are among the most competitive and im-
portant business enterprises on the scene. Over 20
Co-operatives, both large and small, operate in a
wide range of activitics including the editing and
publication of ncwspapers, magazines, journals,
novels, ctc.. as well as graphic art design and adver-
tising, to mention a few.

As was mentoned in the previous chapter, the pub-
lishing sector enjoys significant tax shields, that may
range from 50 to 100 % of income tax obligations.
A larger percentage is usually applied when profits
are re-invested in books, raw materials for books,
payment of royalti¢s or copyright fees or the pur-
chase of new cquipment, for example.



Key Sectors: Opportunities with Co-operatives

S —

Co-operative

Rio Mixcoac

José Revueltas

Conexién

Séptimo Arte

Ollin Yotl

Table IV.4. Movies Produced or Co-
produced by Mexican Co-operatives

Movies

Nuevo Mundo

Bandera Rota

La viuda de Montiel
Mujeres Salvajes

Los ndufragos de Liguria
Los piratas

La rebelidn de los colgados
La ciudad al desnudo

El bulto

Bienvenido

Cabeza de vaca

Tango Bar

La vispera

Dias dificiles

El costo de la vida

Retorno a Aztlan

Una moneda en el aire
Goitia, un dios para si mismo
Intimidades en un cuarto de
bafio

Lola

Morir en el Golfo

Nocturno a Rosario
Bartolomé de las Casas (la
leyenda negra)

Un afio perdido
La ley de las mujeres

El jinete de la divina
providencia
Dulces compaiiias

Me permites matarte?
Hoy no circula

The attractiveness of seeking business with Co-op-
cratives is evidenced by the fact that Mexico's larg-
est and most important newspaper, «Excelsior», is
in fact a Co-operative. Excelsior employs about
2000 workers and has a daily circulation of 170,000.
It subscribes to a wide varicty of international news
information scrvices, including Associated Press,
International Press Service, UPL, etc.

Another Mexican newspaper, «l.a Prensa», has its
roots in the Co-operative movement. It is now a
succesfully competing, private enterprise.

For more information on potential business oppor-
tunities with graphic art and publishing Co-opera-
tives, contact the Graphic Arts Section of the Con-
federation of Mexican Co-operatives (CONACOOP,
see contact list in final chapter of this guide).

7. Transportation

The transportation sector is another area in which
noteworthy opportunitics exist for investment or for
trading alliances, once again due to the increased
legal flexibility toward private investment in these
scctors. The relative importance of this sector may
be appreciated by observing its percentage of the
GNP of Mexico, which in 1991 was 6.8%, a rcla-
tively high percentage among Latin American coun-
tries.

It should be emphasized that since Mcexico is a large
country, and that with the economic and trade
«awakening» it 1s expericncing, attractive opportu-
nities arise to work with Co-opcratives, private com-
panies, and government sectors active in the admin-
istration and development of the different fields of
the transportation sector.

In looking at just one sub-sector as an example, port
and airport services present an interesting case, since
they are key ingredients for any country that has
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commercial opening and economic growth goals.
Investment legislation permits up to 49% participa-
tion in this area, and with corresponding permits,
this percentage may ceven be increased to 100% for
some specific activities, like towing and mooring
services. There are undoubtedly opportunities worth
studying in these types of activitics, given the ten-
dency of growth in the transportation, storage and
handling of merchandise, a tendency that will surely
continuc as a result of the NAFTA agreement and
other trade treaties.

There arc Co-operative groups that have been in-
volved in these activitics, and an cxample is the
«Sociedad Cooperativa de Alijadores», a group dedi-
cated to port services in the Tampico-Altamira port
complex since 1911, when the organization began
its activities in the port of Tampico. Among other
activitics, the «Grupo Alijadores» provides handling
services that include loading and unloading of ships,
mooring, fucling, reception and custody of merchan-
dise, consolidation and de-consolidation of contain-
crs, and many other related services. In regards o
storage facilities, the Grupo has more that 90,000
m2 of private spacc, located strategically for con-
venient access to docks and to land transport ser-
vices.

In addition to handling and storage services, this
group has verticalized its operations in order to pro-
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vide combined («multimodal») transportation be-
tween Tampico and Altamira, thus offering a more
complete service to its clients. This aspect leads to
the conclusion that as the ports continue to expand
and improve their connections with the main pro-
duction and consumption centers of Mexico and its
trading partners, new opportunitics worthy of con-
sideration will continue to arise with other Co-op-
eratives and companies participating in the differ-
ent sub-sectors of the transportation scctor.

This has been a simple glance at a very small por-
tion of the transportation sector that is meant Lo serve
as an illustration, but undoubtedly options for in-
vestment and/or business ventures exist in most of
the branches of this sector, including transportation
of cargo and passengers, manufacturing of trans-
portation equipment, construction and repair of in-
frastructure, et¢. Surely there are Co-operatives in-
volved in these different arcas that would be inter-
ested in proposals for investment or joint ventures
that will allow them to expand and/or improve their
services, or integrate these to other productive and
trading activities, which scems to reatfirm that this
scctor should be considered carcfully when looking
al investment or business possibilitics in Mexico.

For more information regarding Co-operatives in
the transportation sector, please refer to the final
chapter of this guide (Contact List),



V. Forms of Investment and Business

1. General Considerations:

As in many other countrics, in Mexico there are di-
verse ways to conduct business or invest, and in this
chapter we will examine these different forms and
make pertinent observations about each, with spe-
cial emphasis on those aspects relating to invest-
ment by foreign individuals or companies. Before
getting into the details, it is important to point out
that due to its growing presence on the international
market, and due to the country’s own need to atiract
investment in order to increase labor, production and
export possibilitics, Mexico has been opening its
borders to foreign investment, as long as it is le-
gally and environmentally agrecable. Legislation
in Mexico has been liberalized in recent years, es-
pecially since 1988, in order to allow more partici-
pation of the private sector, more foreign investment
in general, and even the formation of companics
composed of 100% foreign capital, with a few re-
strictions and conditions that will be discussed later
on.

In regards to Co-operatives, it is worthwhile to point
out the recent publication of the «New General Law
for Co-operative Enterprises» in August of 1994,
which among other things has made a fundamental
change in that Co-operatives may now compete
without hindrance in the new commercial order. As
will also be discussed below, coooperatives may now
participate in any legal economic activity, they may
have foreign participation, and they can participate
in lucrative activities with regard to third parties.

2. Regulatory Framework:

In regards to the institutional regulatory framework,
the National Commission on Foreign Investment
should be mentioned, because it is the authority in
charge of approving foreign investment in new and
existing companies. The commission is also respon-
sible for supervising the use of foreign investment
in new cconomic activitics or in new production
lines. This entity operates with an Exccutive Sec-
retary and its support personnel.

On the other hand, the National Registry for For-
eign Investment, a department of the Secretariat of
Commerce and Industry, must also be mentioned.
Before beginning operations, any corporation in-
cluding foreign investment must register before this
institution, which registers and handles the follow-
ing information:

¢ Foreign corporations or individuals that con-
duct business in this country.

¢ Mexican companies whose sharcholder’s capi-
tal includes foreigners.

+ Investment trusts in which there is foreign par-
ticipation.

Finally, before moving on, it is important to point
out that recent investment laws have established
maximum periods of time during which requests
related to investment must be processed - 45 work-
ing days. Those requests not processed within this
time period are considered automatically approved.
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3.

Legal/Organizational
Structures for Conducting
Business:

The different legal structures for conducting busi-
ness in Mexico are regulated by the General Law
on Mercantile Companics. Hereafter listed are the
commercial instruments that can be used o carry
out operations in Mexico.

A)

B)

O
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Incorporation as a «Socicdad Anénima» (S.A.)
or as a «Socicdad Anénima de Capital Variable»
(S.A. de C.V.): These arc the two most com-
mon forms of incorporation used by local busi-
nesses as well as foreign ones to create
shareholding memberships to conduct business.
They are the most flexible options, and they
require at least five sharcholders or partners,
where cach sharcholder must have at least one
share. The minimum initial capital stock is N$
25,000, and the responsibility of the sharcholder
does not exceed his/her contribution of capital.
The incorporation decd must be granted before
a public notary and registered in the Mercan-
tile Register.

Limited Liability Company: As the name indi-
cates, these types of companies are those in
which the responsibility or liability of each part-
ner is limited. They function in similar fashion
to a «Socicdad Andnima», but in practice arc
used on a very limited basis by foreign inves-
tors

«Sociedad en Nombre Colectivo»: This mode
is also rarely used, but most often in those cases
in which a foreign investor wishes the Mexi-
can company o classify as a forcign company
in his country of origin.

Doing Business with the Co-operatives of Mexico

D) «Sociedad Civil»: Used typically by cduca-

E)

F)

tional or administrative service institutions, it
is of a non-commercial nature. These compa-
nics are subject to the same tax norms as a com-
mercial company.

«Asociaciones cn Participacion» (Joint Venture
Contracts): This is the form which refers to a
Joint Venture Contract, and usually involves an
individual (the «asociante») who allows the
participation of other pcople or companies (the
«asociados») in the profits or losses of a spe-
cific business venture. The participation of the
«asociados» may be in the form of land or ser-
vices rendered, and these individuals are only
responsible in proportion to their contributions.
The «asociante» has full responsibility for man-
aging the venture for which the contract is
suscribed. This form of organization does not
require a new legal entity, nor does it require
registration before any registry. However, there
must be a contract that identifies the partics,
specifying also the contributions and obliga-
tions of each of these, detailing the purposes
and term of the joint venture, and establishing
mecanisms for distibuting profits or losses.
There are no minumum levels of capital stock
and no shares issued. Itis considered that for-
cign associates may receive a maximum of 499%
of the profits of the project, and if this percent-
age is to be exceeded there should be previous
approval from the National Commission on
Foreign Investment.

Branches of Foreign Companies: A foreign
company may operate in Mexico by means of
a «Branch of a Foreign Company», with the
appropriate permit from the Mexican authori-
ties, including the National Commission on
Foreign Investment. This commission has cven
shown signs of consenting to permitting the



temporary cstablishment of foreign companies
to execute specific contracts with the Mexican
government, as long as the operations of said
companics are limited to such contracts.

G) «Natural Person» companies: This is the type
of company that belongs to one individual and
is typically established to manage a small, fam-
ily-type operation. In the case of foreigners,
thcy must be permancnt residents in order to
conduct business under this form of enterprise,
which is not really recommended for operations
that will handle considerable volumes of prod-
ucts, services or moncy, given the unlimited
responsibility of a «natural person».

H) Civil Associations: This is the organizational
structure that includes charities or non-profit
organizauons, and therefore profits cannot be
distributed to members or participants.

4. Importing and Exporting of
Goods:

The immense variety of goods, both agricultural and
industrial, that Mexico produces allows this coun-
try to offer an abundance of opportunities for those
foreign companies or organizations that look to
intoduce Mexican goods to other markets. On the
other hand, its vast and diverse population provides
ample trading persectives for those groups that scek
to place thier products on the Mexican market.
These types of commercial exchanges can be car-
ricd out via onc of the legal structures described
above in this chapter. Some basic concepts con-
cerning importing of goods into Mexico are dis-
cussed below.

It is important to point out that the majority of prod-

ucts entering Mexico do not currently require prior
import licenses, as most of them did some years ago.
Today, only the following types of products must
have prior import licenses, permits that can be ob-
tained at the corresponding institution (institution
in parentheses):

* Automobiles, trucks and buses, new or used
(Commerce)

*  Weapons and explosives (Defense)

¢ Poultry (Agriculture)

«  Some types of heavy industrial or construction
cquipment (Commerce)

e Molluscs (Agriculture)

«  Some agricultural products (like wheat and
corn, among others)(Agriculture)

*  Some types of pharmaccuticals (Health)

« Potentially hazardous substances (Health)

In regards to import tariffs, in general these vary
between 0 and 20 %, although most do not exceed
10 %. Of course for commerce between those coun-
trics affiliated to the North American Free Trade
Agreement, there is another set of rules that will be
explored in more depth in Chapter X, which is dedi-
cated to this topic. Mexico is also a member of
GATT, and thus must abidc by the terms of that
agreement as refers to imports and exports.

When a foreign supplier provides products to a
Mexican client within Mexico, the former cannot
remove his products from customs without a local
agent, as well as a customs broker in Mexico. For
those companies who import regularly, it is impor-
tant to take into account the definition, for tax pur-
poses, of a «permanent establishment». Current leg-
islation establishes that an establishment is consid-
cred permanent when it carries out activitics by
means of a representative that works according to
orders from the foreign company or receives guar-
anteed pay, and also when this representative has
the authority to execute contracts or deliver mer-
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e
chandise in Mexico according to orders from the
foreign supplier.

Another strategic consideration the importer may
take into account is the possibility to work via in-
bond warchouses. which allows the postponing of
tariff payment until the merchandise is removed
from such warchouses. This allows the client o
avoid having to ti¢ up large amount of working capi-
tal in large inventories.

Those supplicrs who provide to the government and
its agencies must register in the Secretariat of Bud-
gets and Planning, in a registry that must include
data like the incorporation deed of the supplicr, as
well as [inancial reports and evidence of financial
solvency.

5. Activities restricted to
foreigners:

Forcign investment in shares or assets of’ compa-
nies operating in Mexico is regulated by the For-
cign Investment Law, adopted in 1989. This law
and its reglamentation indicate in which activities
foreign investors may or may not participate, and in
what proportion they may do so in those cases where
it 1s allowed. This is done for the most part in a
document known as «Classification of Economic
Acuvities and Products», where the percentage of
foreign investment allowed in six categorics of ac-
tivitics and products is outlined. Before looking at
the details of these categories, it is important Lo
clarify that in accordance with its efforts to open its
borders and comply with the requisites that led to
the signing of the NAFTA treaty, the Mexican gov-
ernment has allowed injection of foreign capital into
many arcas that used to be completely off-limits to
foreigners, such as banking and insurance. In addi-
tion, it is notable that approximately 72.5 % of the
754 cconomic activities in which the Mexican
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cconomy has been classitied are open to 100 9% for-
cign ownership.1 Having made this point, it is con-
venicnt to briefly describe each of the «classified»
activities.

Category 1:

This category include those activities that are con-
sidered strategic by the State and are therefore re-
served to the government, like the production of gas
and oil, the basic petrochemical industry, the min-
ing and refining of uranium or radioactive materi-
als, among a few others.

Category 2:

In this group one can find activities that are reserved
cxclusively for Mexican citizens, as is the case with
most transportalion services.

Categoria 3:

In this catcgory, foreign participation is limited o
34 %. Examples include coal, sulphur and iron min-
ing.

Category 4:

This category cstablishes an upper limit of 40% of
shares in the hands of foreigners, and cxamples in-
clude the secondary petrochemical industry and that
of automotive parts.

Category §:

In this group, no morc than 49% of forcign capital
1s allowed, and among other examples one can cite
mining and refining of precious metals, acuaculture
in some cases, and the insurance business.

Categoria 6:

In this category, prior approval is nceessary in cases
where foreign capital will exceed 49 %, and it in-
cludes the construction industry, as well as private
educational services. In cases where the Commision
on Foreign Investment allows the participation of
morc 49% foreign investment where it would usu-
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ally be restricted, this entity considers the follow-
ing crileria:

a) The degree to which local investment is comple-
mented

b) That the company demonstrates a favorable
forcign currency balance and that the company
contributes o ¢xports

¢) That the creation of new jobs and improvement
of salarics are promoted

d) That transfer of technology occurs and that a
contribution is madc to local research and de-
velopment

¢) That a contribution is made to the growth of
arcas where sociocconomic development is a
high priority

6. Activities that are not
restricted to foreigners:

When an activity is not classified in any of the above
categories, a company may be formed to partici-
pate in this activity with up to 100 % of forcign capi-
tal without prior approval, as long as the following
requisites are met:

»  The investment must consist of funds that come
from outside of Mexico, with the exception of
investment made by those foreigners alrcady
residing in Mexico.  The equity of the share-
holders must be cquivalent to 20 % of the in-
vestment in fixed asscts by the end of the pre-
operational stage.

¢ The initial investment in fixed assets cannot
exceed USS 100 million, and if it docs it must
have prior approval, this to ensure the estab-
lishment of adequate infrastructure.

» To avoid overpopulation in areas that are al-
ready highly populated, the mexican govern-

ment requires that investment in industnal in-
stallations or manufacturing complexes be
madc only outside of the Federal District or the
citics of Guadalajara and Monterrey.

+  Companics must maintain a favorable forcign
currency balance during the first three years of
operation.

e The investment must contemplate the use of
adequate technologies that do not adversely
affect the environment.

+ Permanent jobs and continuos training pro-
grams must be created to encourage learning
and human development.

7. Acquisitions and Expansions:

In accordance with policy relaxation in other arcas,
in this ficld it has been established that prior autho-
rization is only nccessary when as a result of the
acquisition, forcign participation will exceed 49%.
Furthermore, authorization is not required for for-
cign investment in additional shares if there is al-
ready foreign participation above 49%.

There has also been liberalization in matters con-
cerning the opening of new establishments, mov-
ing to ncw cstablishments, and the opening of new
production lines or new activities on the part of al-
ready existing companics. In this sense, authoriza-
tion is not nceded in the following cascs:

*  When the additional investment made is done
so by a «maquila» industry or other types of
export-oriented industrics

*  When there is a merger

*  Any other case of companies where there is a
majority of forcign ownership, as long as there
is commitment (0 investing, in fixed asscts, a
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-
sum ¢quivalent to the net value of the current

fixcd assets, as well as a commitment to com-
ply with the requircments already mentioned
that apply in the case of non-restricted activi-
tics.

Trusts, Temporary
Investments:

20-ycar trusts in certain sectors: In very spe-
cific cases, the law permits foreign-majority
investment in activitics typically reserved to
locals or restricted to certain percentages of
foreign involvement, by means of 20-ycar
trusts. This applics (o gas distribution and air
and sca transportation, activitics normally re-
stricted to locals; to mining, commonly re-
stricted to 34% foreign participation; to the sec-
ondary petrochemical industry and the automo-
tive parts industry, normally restricted to 40%
foreign investment; and to a few other activi-
ues that include telecommunications, insurance,
some types of fishing |, financial leasing, un-
dertakings typically restricted to a 49% maxi-
mum in regards to investment by non-Mexi-
cans. It is important to note that these invest-
ments can be made by injecting new capital or
by capitalizing existing liablities, butin any case
the following types of conditions must be
present:

That the companics alrcady active in these ficlds
require new investment in order to diversify,
increase or modernize their production

That the company recciving the investment be
in precarious financial conditions due to a dras-
tic reduction in sales or considerable foreign debt

«Ncutral» Investment Trusts: In some cases,
those companies participating in the Mexican

Doing Business with the Co-operatives of Mexico

E.

Stock Exchange are allowed to issue shares via
«participation certificates» which correspond
to a a 30-ycear trust. The investor, who partici-
pates in the venture indirectly, has «cconomic
rights» over the shares but no voting rights. This
type of shares are known in Mexico as «Series
N» shares.

Real Estate Trusts in restricted arcas: The cs-
tablishment of 30-year trust funds is permitted
with the goal of allowing foreigners to make
industrial or (ouristic use of arcas that are within
100 kilometers of the borders or 50 kilometers
of the coastlines. In practice, there are mecha-
nisms which provide for additional 30-ycar
extensions of these trusts, as long as a few ba-
SIC requirements are met,

Temporary Investments by International Devel-
opment Agencics: These types of organizations
can now invest directly in shares of new or ex-
isting companics that arc involved in restricted
activities for 20-ycar periods, whereas before
they could only do so for a maximum of 10
years.

«Magquiladoras»: «Maquila» companics (thosc
that process goods destined for exportation us-
ing temporarily-imported raw maleriales and
components) with up to 100% of foreign par-
ticipation can sct up operations without prior
authorization. Also, those companies that are
dedicated exclusively to supplying magquila
operations can easily obtain permission to have
more than 49% foreign ownership.

9. Co-operatives:

This form of conducting business has been left un-
til the end of this chapter not because it lacks rela-
Live importance, but on the contrary, because it de-
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serves special attention for our purposes. As men-
tioned before, the «New General Law of Co-opera-
tives» has radically altered the reach and range of
action of Co-operatives, entities that before the ap-
proval of this new law in mid-994 were confined by
a series of restrictions that did not allow their full
participation in the Mexican cconomy. Itis signifi-
cant that the previous law that regulated the activi-
ties of the Co-operative sector dated back to 1938,
sufficient evidence in itself of obsolescence in this
day and age of unccasing and often dizzying change.

The foreign investor can now look at Co-operatives
from a different viewpoint when considering invest-
ments or joint ventures, since these organizations
can now function in most ways in the same manner
as any corporation. Among the most significant and
relevant changes as far as their relevance to foreign
investment, the following should be mentioned. Co-
operalives can now:

< distribute profits proportionately among mem-
bers

* develop any legal economic activity

e conform itself with either limited or pro-rated
liability

* revalue assets each year

» scllits products to third partics (non-members)

e associate freely with other Co-operatives or
natural persons

*  form credit unions and development banks

*  hire workers, in some cases

» issuc voluntary or excess contribution certifi-
cates and risk capital certificates for limited
periods of time

e receive contributions from foreign members
(although foreign members cannot hold lcad-
ership or administrative positions

In addition to these important legal modifications
to Co-operatives, the new law also put into practice

a significant administrative simplification of the pro-
cedures required for the formation of a Co-opera-
tive, which are now registercd in the Public Com-
mercial Register of the region corresponding to their
legal residence, which leads to significant savings
in terms of tme and money, especially for those
groups established far from the Federal District
(Mexico City). Another crucial modification is that
Co-operatives can now come Lo exist with five
founding members (instead of ten), which puts them
on more equal footing with other forms of incorpo-
ration. [t is also important to mention that Co-op-
cratives now acquire their legal personality from the
moment in which the «constitutive minutes» are
signed.

The issues outined above arc only a few of the cle-
ments that make Co-operatives a viable and attrac-
tive alternative for foreign investment or
coinvestment.  For additional details concerning
these types of organizations, direct referral o the
«New General Law on Co-operatives» is recom-
mended . This law was published in the Official
Gazette on August 3, 1994, There is also a congres-
sional commission on promotion of Co-operatives.

10. Cooperation between Co-
operatives from different
countries:

In addition to considering the formation of ncw Co-
operatives, investing or coinvesting in Co-opera-
tives, itis important to mention another area of great
potential in terms of these organizations, which is
the idea of forming strategic alliances between Co-
operatives dedicated to similar or complementary
activities in different countrics. In these times of
globalization and market ¢xpansions, and in which
distances are being constantly reduced by innova-
tions in the transportation and communication me-
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dia, the Co-operative movement cannot forsake the
chance to take advantage of onc of its prime at-
tributes, which is its level of integration on the in-
ternational scenc. The idea of establishing agree-
ments between groups from different regions for the
benefit of all is a concept that is right for the times,
cspecially in view of the fact that Mexico in par-
ticular is very active in the field of commercial
agreements directed at opening its markets to other
countries and vice-versa.

In terms of Mexican legislation, both Co-operative
and otherwise, it would scem that the legal format
of the Joint Venture Contract would be very appro-
priate for these types of agreements or alliances
between groups from different countrics, especially
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for those projects to be carried out on Mexican soil.
However, there are myriad opportunities for more
traditional types of operations involving import/cx-
port of products, production, trading, ¢tc, where
the particular resources of one or another group can
best be put to use, resources that might include prod-
ucts, distribution channels, technical know-how,
cxperience, physical facilitics, cquipment, and many
others.

Through existing coordination and integration enti-
ties, such as the International Co-operative Alliance
and regional and sectorial confederations of Co-
operatives, the concept outlined here is not out of
reach. Quite the contrary, itis a tool that is at hand
and should definitely be exploited.



V1. Estados Unidos Mexicanos:

General Information

1. History:

¢xico achieved its independence in the
M year 1821, after more than 300 years of

being a colony under strict control of
Spain, the country that conquered this land where
the impressive Maya and Azteca civilizations,
among others, had developed. The decades that
followed its independence were marked mostly by
internal power struggles, accompanied by slow eco-
nomic ¢xpansion. This pattern prevailed untl the
last three decades of the 19th century, when there
was a period of relative stability under the rule of
Porfirio Diaz. Although his period indeed demon-
strated morc stability than the previous ones and
exhibited the development of the large land hold-
ings dedicated to agriculture and cattle farming, it
wasn’t necessarily a time of great economic growth
and wecll-being for the majority of the population.
The progress in - agriculture and other areas was
destroyed for the most part in the Revolution of 1910
and the more that 10 years of civil war that followed.
The democratic republic and modern economy we
know today is really more the result of the last 70 or
so years, dating back to the 1920’s.

2. Political-Legal System:

Mexico is a federal, democratic republic, divided
into 31 states and a Federal District (Mexico City).
The government of this country, as established by
the political constitution, is divided into three pow-
ers, the executive, the legislative and the judicial.
The principal executive is the President, who is

clected by popular vote every six years and cannot
be re-clected. The president is assisted by a cabinet
that he himself appoints. The legislature is com-
posed of two chambers, the superior chamber (Sen-
atc), which include two representatives from each
state and the Federal District, and a lower chamber
made up of 300 members clected by district in pro-
portion (o the population of each district. Both the
scnators and the representatives remain in their
positions for three ycars. The highest federal judi-
cial authority is the Supreme Court, and there are
also district and circuit courts.

The federal government has fairly ample powers,
especially in those matters relating to taxes, as will
be seen in the chapter concerning this system, and
it is also interesting that even though the states re-
main independent in many ways, the federal gov-
emment has the power, for example, to remove a
state governor if it has sufficient rcasons to do so.
As far as the state governments, these are directed
by governors that are also clected by popular vote
and govern for six years. Each state has its own
legislature and judicial system, which function in-
dependendy.

In the Federal District, an Assembly of Represcnta-
tives is elected every three years, a body which has
the power (o enact ordinances for the day to day
administration of the Federal Distric. The mayor of
this district is appointed by the President of Mexico
and is considered a member of the Presidential Cabi-
net. Due to its size and economic influence, the
budget of the Federal District is superior to that of
any of the states.
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In relation to Mexico’s legal system. it 1s based on
the Napolconic Code, with separale civil (and other)
codes for the federal government and those of the
states, and with laws and particular decrees that ad-
dress spectfic subjects. The federal government
cnacts the common law, as well as those laws per-
taining to foreign investment, intellectual property,
the transfer of technology. and others.

3. Geography and Climate:

Mexico has a total land arca of 1,958,201 square
kilometers (about 760,000 square miles) and as such
is the twelfth largest country in the world (the third
largest of Latin America). Its northern limit bor-
ders with the United States of America, to the south
it borders with Guatemala and Belize, while to the
west and cast it meets the Pacific and Atlantic
Oceans (Caribbean Sca). respectively. Mexico has
a total of about 4,000 kilometers of borders. This
country features three main mountain ranges, which
arc the Western Sierra Madre, the Eastern Sierra
Madre. and the Southern Sierra Madre. In general,
Mexico has high platcaus in combination with val-
leys. with the exception of the arca of Baja Califor-
nia and the Peninsula of Yucatan.

As far as climate goes, a significant part of the Mexi-
can territory is located in the tropical zone. Despite
this fact. due to the high altitudes the weather is
gencrally temperate. The regions to the ¢xtreme
north and the far west are arid and semi-arid, which
is demonstrated by its large descerts, whild the coastal
regions tend to exhibit a humid, tropical climate. In
Mexico City, which is located at 2,240 meters (about
7,350 ft.) above sea level, the average minumum
and maximum temperatures during the rainy sca-
son, which goes from June to Scptember, are 12
degrees Centigrade (54 degrees Fahrenheit) and 23
degrees Centigrade (74 degrees Fahrenheit), and
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during the rest of the year are 6 degrees C (42
degreess F) and 19 degrees C (66 degrees F). Aver-
agce annual rainfall is 506 mm (23 inches).

4. Population:

According to the 1990 census, Mexico has a popu-
lation of 82,000,000 inhabitants, making it the tenth
most populated country in the world, and it has an
annual growth rate of 2.3%. The population of this
country has tripled since 1940, and the last decades
have been marked by a noticeable growth of the
urban arcas, duc mainly to the migration of many
rural inhabitants to the cities in scarch of jobs.

5. Infrastructure:

As far as transportation is concerned, Mexico has
about 240,000 kilometers of roads, of which about
90,000 kilometers correspond to paved highways
and roads. The railway has approximately 26,500
kilometers of track, served by about 1,700 locomo-
tives and about 45,000 wagons for cargo and about
1,000 for passengers. In regards 1o ports, this coun-
try has 76 sca ports and another 9 located on rivers.
The total extension of the docks of said ports is
76.000 meters, and there is capacity to store about
392,000 squarc meters in warchouseses, while there
are another 2,142,000 square meters of capacity in
the yards. The main scaports arc Manzanillo and
Lézaro Cardenas on the Pacific coast, and Tampico-
Altamira and Veracruz on the Guif of Mexico. In
terms of air transportation infrastructure, Mexico has
airports in the surroundings of all the state capitals,
and in some of the larger states there arc morc than
one major international airport. In 1991, this infra-
structure accounted for the transportion of
22,840,000 passengers and 162,000 metric tons of
cargo. The airports with the largest volumes are



those of the Federal District, Guadalajara and
Monterrcy. Finally, speaking about telecommuni-
cations, Mexico has approximately 8 million phone
lines installed and has two satellites of its own.

6. Other Social and Cultural
Considerations:

A. Education: In Mexico there is free public edu-
cation until the end of secondary school, and the
state universities are accesible to the general popu-
lation in terms of cost. Education is mandatory un-
til ninth grade. There is private education at all lev-
els, and the private and public universities offer ca-
reers in a wide varicty of professional fields. The
federal government spends approximately 10% of
its budget on education, but even so there are con-
siderable levels of illiteracy, especially in the rural
areas of the country.

B. Religion: There is full religious freedom in this
country since the 1860’s, but a majority of the
population professes to be active members of

the Roman Catholic Church.

Language: The official language is Spanish,
although there are regions where a significant
portion of the population speaks native indian
tongues. In the business environment, most
people speak English to varying degrees, as well
as in those geographical areas closest to the
United States border.

Schedules: Mexico has territorics in three dif-
ferent time zones, although the majority of the
country is located in the same zone as the Fed-
eral District, which is six hours bchind Merid-
ian Greenwich Time. Generally speaking,
working hours for Mexicans go from 9:00 a.m.
to 6:00 p.m., from Monday to Friday. Stores
open their doors from 10:00 a.m. to 7:00 p.m.
on Mondays, Tuesdays, Thursdays and Fridays,
while this schedule goes from 11:00 a.m. to 8:00
p.m. on Wednesdays and Saturdays. Banks
generally work from 9:00 a.m. to 1:30 p.m. from
Monday to Friday. Mexicans typically take
their lunch hour from 1:30 p.m. to 2:30 p.m.
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VII. Finanancial/Banking System

1. Introduction

ince the end of 1988, the Mexican banking

system has been under a process of transfor

mation, in accordance with the tendencies of
liberalization, de-regulation and privatization that
the government of this country has been promot-
ing. In fact recent legislative reforms allow private
sectors o own a majority of shares in commercial
banks that had been expropriated in 1982. Further-
more, foreign investment is now permitted in mi-
nor proportions, whereas before it was completely
forbidden. In addition to these important global re-
forms, there have been other complementary
changes thta provide for a more dynamic banking
sector, and one that is more in keeping with the com-
mercial opening and the general economic growth.
Among other variations, therc are some that should
be pointed out, such as the relaxation of the regula-
tions pertaining to interest rates and the maturity
dates of certificates. More flexibility has also been
allowed in the choosing of credit subjects and in the
levels of reserves that banks must maintain in
«CETES», the deposit certificates issued by the
«Banco de México», modifications that have per-
mitted the banking system to channel more funds
towards loans.

The reforms of the last few years have also yielded
a wider varicty of financial instruments, while they
have also led to higher levels of competition which
favor the user. For example, financial institutions
may now cstablish diversificd «Financial Groups»
(thanks to the legislation that regulates financial
groups, approved in 1990), which are consolidations
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of tinancial activities «under one roof» that promote
competition among the different types of interme-
diarics that undoubtedly benefit the client by offer-
ing better margins, greater diversity and more con-
venience. This opening up of the system. in addi-
tion to bringing significant dynamism to this field,
also implies a change in the composition of the fi-
nancial instruments, which is demonstrated, for ex-
ample, by the fact that today there are more resources
dedicated to investment funds or to «Master Ac-
counts» (combination of savings and checking ac-
counts).

2. Financial Institutions:
A. Ministry of Treasury and Public Credit:

This is the highest entity in terms of the financial
market, and it is the only one that may authorize the
creation and operation of the aforementioned Finan-
cial Groups, commercial banks, financial intcrme-
diaries. stock brokerages, and insurance companies.
In addition, this entity exercises direct control over
the National Sccuritics Commission, an organiza-
tion described later on in this chapter.

B. The Central Bank:

The Mexican banking system operates with a cen-
tral bank, known as the¢ Bank of Mexico. This bank
18 the only entity cntitled to issue currency, and it is
also the one in charge of ¢stablishing policies re-
lated to interest rates and stabilizing reserve require-
ments for all other banks. This insitution ¢njoys
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independence in relation to its operations and in re-
lation to the sctting of monetary policies. As the
only federal government agency present in the fi-
nancial market of the country, the Bank of Mexico
is the one that negouates financial instruments of
the state, such as the already mentioned CETES,
the «Tesobonos», the «Bondes» and the
«Ajustabonos», instruments that have considerable
weight in the securities market and the financial
market in general.

C. National Banking Commission:

It is the National Banking Commission that is re-
sponsible for monitoring and regulating the banks,
as well as supervising the operating and accounting
rules of these institutions.

D. Banks:

In Mexico there are two types of banks, the com-
mercial banks and the development banks. The
former receive that vast majority of checking and
savings accounts and provide most of the short-term
credit, although they are also authorized to offer
longer term loans, especially those destined for
mortgages or for the acquisition of capital goods.
The development banks, including those created by
the state to promote the growth of certain sectors
(like «Nacional Financiera», which channels most
of the credits received by the government in for-
c¢ign currency), provide specialized services which
aim at stimulating development and cconomic
growth.

E. National Securities Commission:

Created in 1946, this institution was estabished with
the sole purpose of supervising, regulating and pro-
moting the stock market in Mexico. The Commis-
sion is responsible for assuring the smooth func-

tioning of the securitics system, carrying out tasks
that include the supervision of the investment in-
struments (and their proper placement) and the di-
rection of the information systems and other related
mechanisms that facilitate stock market transactions.
This entity must also manage and update the Na-
tional Registry of Stocks and Stockbrokers, and it
has the authority to publish or amend the regula-
tions that affect the Brokers, the Mexican Stock
Market, and entities that issue sccurity tites.

F.  Other Financial Institutions:

Among other financial institutions, it is important
to menton those that are dedicated to investment,
especially the mutual investment funds and the capi-
tal investment funds, which have created opportu-
nitics for smaller investors.  Some of the most no-
tablc are those dedicated o fixed income funds,
which invest mainly in the government CETES
(Treasury Bonds); the variable income funds, which
may invest in corporate stock from those compa-
nics authorized by the Mexican Stock Market; and
finally the currency fluctuation protection funds.
which typically invest in forcign currency, precious
metals, or «petrobonos».

3. The Stock Market

In conformity with the changes and opening up of
other areas, the Stock Market has been gaining
strength and divisersifying in recent years. The capi-
tal market incorporates fixed and variablc rate in-
struments, issued by the government and by private
entities. This market is dominated by the govern-
ment, which issucs instruments that vary from 30
days to 5 years, most of them of great liquidity.
There are stocks that are indexed (o inflationary
growth, others issued in US dollars, as well as in-
vestments in precious metals (gold and silver). As

37



Figure 7.1. Mexican Stock Market
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mentioned, there is a growing market for mutual
funds of varying naturcs.

Generally speaking the Mexican Stock Market is
considered strong and active, surpassed only by the
Brasilian market in terms of volume of transactions,
rotation value of stock and capitalization of the
market. More than 200 companies constitute the
Mexican Stock Market, without including in this
amount the mutual investment funds. Figures VII1.1.
and VIL.2. offer a picture of the growth of this mar-
ket.

In respect to the participation of foreigners in the
stocks and bonds market in Mexico, attention should
be given to the measures adopted by the govern-
ment in recent years, which have allowed wide ac-
cess to foreigners, although some limitations still
exist, mainly in regard to the percentage of foreign
capital in Mexican companics. The outside inves-
tor has freedom to invest in the majority of the ex-
isting sccuritics on the market, including all of the
government instruments. It is interesting to note
that innovative mechanisms have been created in
order to permit access to foreign inflow without los-
ing domestic control, like the Neutral — serics «N»

38

Doing Business with the Co-operatives of Mexico
. ___________________________ |

Figure 7.2. Mexican Stock Market
Value in Millions of US$
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Source: Mexican Stock Market.

— shares, which permit foreign ownership without
voting rights. Another mechanism for obtaining
foreign investment in restricted sectors is the usc of
neutral trust funds, which are described in the chap-
ter of this guide entided «Forms of Investment».

For more information on the multiple and varied
investment tools, contact with an authorized Mexi-
can Stockbroker or an investment specialist is rec-
ommended, or one may recur to the «Asociacion
Mexicana de Casas de Bolsa», the pertinent asso-
ciation (please refer to Chapter X of this guide for
phone numbers, etc.).

4. Co-operatives in the Finance
Sector

In this field, the changes have brought with them
opportunities and good signs for the Co-operative
financial scctor, since the new General Law on
Coooperatives has finally granted official legitimacy
to all of the organizations that have developed sav-
ings and loan activites among its members, That is,
there is a formal rccognition of the legal existence
of Savings and Loan Co-operatives. Furthermore,
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the door is left open to form credit unios, federa-
tions, and even dvelopment banks, institutions that
will benefit not only the financial sector of Co-op-
cratives, but the entire movement.

In regard to perspectives for investment, alliances
or other forms of cooperation with Mexican institu-
tions in this sector, there are opportunities for groups
or individuals who wish to establish links in Mexico,
whether it be for strategic medium or long-term rea-
sons or for more commercial short-term goals. For
example, for financial institutions from other coun-
tries, and especially for those of Co-operative ori-
gins, there could be opportunities for consulting
services or technical assistance for programs that
have becn promoted by Mexican and international
entities with aim at the development of second-tier
organizations among the existing savings and loan
Co-operatives, as well as the workers™ credit insti-
tutions known as «Cajas Solidarias» and «(Cajas
Populares».

It is important to observe that the Cajas Solidarias
represent cfforts of the Salinas administration to
devclop a noteworthy social project by which groups
of small farmers and producers benefit from favor-
able loans for investment and development. What
is of special interest is that when these loans are re-
paid, the proceeds go toward social projects in the
same communities, in coordination with local gov-
emments. In 1994 there were already 114 of these
organizations throughout the country, with around
84,000 member producers, with a total of more than
NS 75,000,000 in cquity.

As for the «Cajas Populares», these are also institu-
tions dedicated to the promotion of savings and
mutual assistance among their members, mainly
individuals from the middle and lower levels of the
income scale, together with «micro» and small en-
terpriscs, to which the «Cajas» offer financial ser-
vices. In 1994, the 132 branches of the Mexican

Confederation of Cajas Populares already had
342,000 members and equity close to USS 40
million, and its assets totaled close to USS 294 mil-
lion.

According to the new Co-operative law, both of the
organizations mentioned above will have the option
to formally become savings and loan coooperatives,
or according to Article 33 of said law the may at
least handle savings and loan funds as a «comple-
mentary» activity for the benefit of their members,
logically in accordance with the corresponding regu-
lations imposed by the Treasury department. This
is precisely a niche where Co-operative (or even
non-Co-operative) entities may step in and offer their
consulting or assistance scrvices, given their higher
level of integration, development and experience.
There is also the possibility of establishing strate-
gic alliances where technical know-how and mar-
ket channels may be ¢xchanged or negotiated.

Another very relevant clement, for the effects of this
guide, is that the law goes on to include the possi-
bility that:

«Consumer Co-operatives may develop activies of
supply and distribution, savings and loans, as well
as the lending of services related to education and
housing.»'

This last possibility would scem to open up doors
for many types of intcraction among cntities within
and outside of the Co-operative movement and the
financial sector. That is, the possibility is estab-
lished for alliances between those entities that often
most need financing and transfer of technology, as
might be the small-producer Co-operatives men-
tioned above, for example, and other organizations
that need to open up new markets for their products

1. Chapter II. Article 26, New General Las on Co-operatives,
1994.
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or services, such as distributors of fertilizers, agro-
chemicals, and transportantion and marketing ser-
vices for their products, to cite a few.

In conclusion, it is important to stress that all of this

assumes even more relevance in light of the North
American Frec Trade Agrcement and other commer-
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cial treaties that have becn or will be signed, which
will open up the Mexican market more and more
and facilitate the exchange of products and services.
In any case, the intention here is to suggest just a
few of the new niches that have been created and
leave the idea in the hands of those who have the
foresight 1o take advantage of these opportunitics.



VIII.  Tax System

1. Introduction - General
condsiderations:

eforc examining the Mexican tax system, it
B is worthwhile to underline the fact that since

the end of the 80’s, this country has been
undcr a proccss of tax reform aimed at modernizing
this system and making it more compatible with and
transparent for its main trading partners. As far as
Co-operatives are concerned, although some are ex-
empt from paying income tax, they still must present
annual income reports.

In regard to the the origin of the federal tax laws,
these are enacted by Congress, the legislative body
of the government. Gencerally speaking, these laws
are proposed by the President (executive branch),
based on studics madc by the Treasury, and they
frecuently have private scector support. The presi-
dent can also publish regulations to ease the correct
intcrpretation and application of tax legislation, and
it is common for the tax authorites to occasionally
publish regulations in the Official Gazette to clarify
the application of the law or to provide the official
interpretation of tax laws.

In Mexico, the tax year coincides with the calendar
year, and the majority of taxes are decreed and col-
lected by the federal government, such as:

+ INCOME TAXES

*  VALUE ADDED TAXES («IVA»)
» IMPORT AND EXPORT TAXES
« PAYROLL TAXES

» ASSETS TAXES

+  CONSUMER TAXES

Local governmentes usually collect the following
taxcs:

PROPERTY TAXES

REAL ESTATE TRANSFER TAXES
*  PAYROLL TAXES

« PUBLIC PERFORMANCE TAXES

There are four types of entities subject to tax legis-
lation:

a) Resident Corporations

This includes all local or foreign companies that
have permancent operations in Mexican territory,
including local branch oftices of foreign companies.

b) Resident Individuals

Any person who lives in Mexico, whether local or
foreign, is subject to income taxes for those earn-
ings made anywhere in the world. Each individual
must submit an annual declaration.

¢} Non-resident Corporations or individuals
These arc those cntities that do not have permanent
operations in the country, and they only pay taxes
on that income that is generated in Mexican terri-
tory.

d) Non-profit organizations

This group includes certain charity organizations,
some Co-operatives and other associations created
for non-profit purposes. However, these groups
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e
must also submit an annual declararation where they
declare the results of the operation.

2. Corporate Taxes:

A. General Conditions:

Income taxes are only paid to the federal govern-
ment, and there is a fixed rate of 35%. After having
paid this percentage. companies have no further
obligation to pay additional taxes on dividends that
they may distribute o sharcholders. There 1s an-
other tax of 2% on the total asscts of the company.
but this 1s only paid in thosc cases where this amount
cxceeds the total 35% income tax of the net profit
of the period. That is. the assets tax functions as a
sort of «minimum tax».

In Mexico, taxable income is defined as the gross
tncome of the period minus the deductions of said
period and those losses from previous periods that
have not already been applied. When calculating
mcome and expenses. adjustments for inflation must
be made, using the National Consumer Price Index
as the reference for monthly balances. This process
1s known as «mongctary correction».

As far as a companics’ capital gains. taxes are lev-
ied on thosc transactions involving shares, real ¢s-
tate, or machinery and equipment, according (o spe-
cific norms for each type of good. In general terms.
these types of carnings are calculated as the difter-
ence between the sales price and the original cost,
subject to certain inflationary adjustments and de-
preciation. The counsel of an accredited accoun-
tant is recommended in order to ¢xamine the fine
print related to this subject.

As far as value added (or sales tax) are concerned,
companies must pay 10% on all their sales, and may
deduce all payments made for the same reason on
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their purchases. Historically, certain goods consid-
cred as strategic have been exempt from this tax.
such as didactic materials. medicine and medical
scrvices, construction materials and basic foodstuffs.
among a few others,

In relaton o corporate declaratons, these must be
presented in the three months following the end of
the corresponding tax year (that is. no later than
March 31st). However, companies must submit
monthly advances on the 17th day of cach month,
based on an cstimate of the previous month’s in-
come. Inaddition, companics must pay any adjust-
ment perceived in the first semester during the sev-
cnth month, based on real income camed during
thosc first six months of the year, applying the cor-
porate 35% rate.

For those companies that had income above NS
5.850,000 during the previous period. or assets
above NS 11,700,000, or more than 300 employees
during cach month of the previous vear, an audit
must be submitted along with the annual tax decla-
ration.

B. Deductions:

Companies that operate in Mexico may make the
following income tax deductions:

«  Expressly uncollectable debts

*  Costof goods sold: Inventories are not con-
trolled for income tax purposes. so that compa-
nics may deduce immediately all inventory
purchases made (as well as related expenses).

* Interest payments: Interest paid on loans re-
lated o the operation may be deducted, but only
after having made the aforementioned mone tary
correction.
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« Depreciation: In relation the this clement,
straight-line depreciation is used, according o
those ratcs established by law. When a good is
discarded or reaches the end of its uscful life.
the salvage value of this good may also be de-
duced. In the case of the acquisition of new
fixed assets, there is an option to choose one
global deduction, also established by law (and
calculated according to the present value of
future depreciation

« using arate of 6%), but this may not be applicd
to office equipment (except computer equip-
ment), cars, trucks, or airplanes. Also excluded
from this option are fixed assets purchascd in
the metropolitan arcas of the Federal District,
Guadalajara and Monterrey. If this option is
exercised, the rest of the cost of the good may
never be deducted as depreciation.

« Net losses of the operation: In most cases,
losses incurred may be carried forward during
the five ycars subsequent to the loss.

» Local or state taxes paid

C. Branch Offices:

Mexican branches of foreign companies arc subject
to the same rates and norms as other resident com-
panics. The branch does not have to pay additional
taxes on remittances to other countries once the cor-
porate 35% tax rate has been paid. Itis important o
note that Mexican tax laws consider as «permanent
establishment» any activity developed by non-resi-
dents in the form of agencies, offices, exploration
or exploitation sites, etc. Only specific cases are
excluded, such as inventories kept at in-bond ware-
houses or in maquila processes, scientific research
services, as well as other very short-term servieces,
exhibitions, and other similar cases.

3. Individual Taxes:

A. General Conditions:

Any individual living in Mexico, regardless of na-
tionatity, is subject to pay taxes earned on income
anywhere in the world. Those who reside in an-
other country only pay taxes on those earmings gen-
crated in Mexico. The definition of «resident» is
applied 1o any individual who cstablished his home
in Mexico, unless said individual has been in an-
other country at Icast 183 calendar days, and can
prove his residence in that other country.

The individual income tax rate i$ progressive from
3% until a maximum marginal rate of 35%. There
are special allowances that benefit individuals in the
lowest income brackets.

Individuals must pay taxes on income gencrated
through personal services, salaries, commisions or
retributions of any sort, including housing subsidies,
cducational subsidies, travel expenses, or any other
benefit that is not a deductible expense for the em-
ployer.

Inregard to income generated by investments, these
must include any income that is not directly related
to investment in the Mexican banking system, divi-
dends of Mexican companies, or capital gains ob-
tained with public shares through the Mexican stock
system, which are exempt.

In reference to capital gains, income originating
from the sale of recal estate or capital stock are
benefitted from a tax point of view in that costs may
be increased historically according to the period of
time of ownership of the good before selling it. In
addition, the sale of the principal residence of the
individual is exempt provided that the owner lived
there the two years prior to the sale.
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Individuals must submit tax declarations no later

than April 30th, and at that moment they must pay
any amount not deduced by the employer. As for
sclf-cmployed individuals, these must make advance
payments each quarter, as must those individuals
who obtain income through real estate rentals.

B. Deductions:

Employces cannot claim work-related expenses.
The resident individual can deduce medical ex-
penses, dental or funeral cxpenses (that have not
been reimbursed) for themselves and their depen-
dents, as well as certain donations made to charity
organizations. Furthermore, individuals may deduce
the egiuvalent of 30 days of income or minimum
salary if they receive an annual bonus from their
employcr.  Finally, individuals that receive rental
income may deduct 50% of these earnings (instead
of deducing real expenses and the depreciation of
the property).

4. Other taxes:
A. Payroll Taxes:

In addition to income taxes, the employce has to
makc contributions to the Mexican Social Security
Institute, which normally are withheld by the em-
ployer. For more information regarding these con-
tributions, pleasc refer to the next chapter of this
guide, where labor issues are discussed. Some lo-
cal state governments levy a payroll tax, but these
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arc usually paid by the employer, such as the casc
of the Federal District, where this tax amounts to
2%.

B. Profit-sharing:

All Mexican companies that have employces are
obligated by law to distribute 10% of their adjusted
income (before taxes) among all the workers of the
company, with the exception of the general man-
ager and the board members. This amount is di-
vided into two equal parts, one of which is distrib-
uted in proportion to salarics, and the other in pro-
portion to the number of days worked by each em-
ployee. These funds must be distributed to employ-
ees during the first five months of the year follow-
ing the period in which they were earned. There
are some exceptions (o this obligation, such as those
companics in their first year of operation, mining
ventures during the exploratory stages, public and
private social welfare organizations, among a few
others.

C. Value-Added (Sales) Taxes:

With very few exceptions, sales tax must be paid in
Mexico, and these arc usually absorbed by the end
uscr or buyer. This tax amount to 10% of the value
of the good, and as mentioned before, only a few
products and services are exempt.

D. Real Estate Transfer Taxes:

These apply to the transfer of real cstate, and typi-
cally amount to 4% of the transfer price.



IX. Labor Policies

1. General Considerations:

exico offers great quantitily and quality
of labor, due mainly to its young and
growing population. The youth of the

labor force makes it easier to improve its quality
through training programs and incentives.

Labor issucs arc influenced by three main factors in
this country: Labor legislation and authorities;
heatth legislation and authoritics; and the unions,
which include the majority of the workers. As far
as the first two, there is legislation in both ficlds
that protects both employer and employee but tends
to favor the latter if the issue is uncertain. Both
labor and health authorities impose requirements and
may make inspections when they consider it neces-
sary or opportune.

As for the third influencing factor, the unions, Mexi-
can laws provide that where there are 20 or more
employces in a company, these may form unions
that negotiate members’ working conditions mem-
bers as a group via collective agreements with the
cmployer. These contracts typically claborate or
clarify those rights cstablished by law, and are sub-
ject o re-negotiation every two years. Unions are
especially strong in oil and mining exploitation,
education, energy, textiles and communications. The
Labor Secretariat is authorized to intervene and
impose sanctions on those who break labor laws. It
is important {o point out that the Mexican govern-
ment has made cfforts to limit the power of unions
so that these effectively watch over the interests and
rights of employecs but do not become obstacles to

company operations through abuscs of authority and
influence.

Another significant aspect on the Mexican labor
scene is that all ventures, whether individual or as a
company, have the obligation of sharing profits with
their employces. Concretely, employees have the
right to 10% of the adjusted taxable income of the
company, and these sums must be paid during the
first five months of the following year. Therc are
some cxceptions and special rules that apply to this
obligation, for which the counsel of an accredited
accountant and/or lawyer is recommended.

It is also noteworthy that Mcxican labor laws pro-
vide for the establishment of mandatory training
programs for employces, for which committees must
be formed, groups that assure that adequate and
opportune training is offered in order to allow for
personal improvement of employees. These com-
mittees and the training programs are supervised by
the Labor Secretariat.

2. Working Hours:

Mexican labor law establishes a 48-hour work week,
divided into six 8-hour days for day shifts. For night
shifts, the work week is 42 hours, divided into six
7-hour shifts. In case of additional hours, these must
be paid double up to 9 additional hours, and triple if
they exceed this number or if legal holidays are
worked. For Sunday labor, the worker receives a
25% premium for that day, even if he has another
day off during the week. Many companies actually
work 40, 42, or 44-hour work weeks due to union
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or labor movement agreements.

3. Salaries:

Salarics in Mexico are established and revised by
the National Salarics Committee. which fixes the
level of minimum wages for the different regions
of the country. working together with regional com-
mittees that arc constituted by representatives from
the government, labor organizations and the private
scctor. Typically, salarics are revised onge a year.
although occasionally with more frequency. In
1993, the minimum way ranged between NS 12.05
and NS$ 14.27, this last figure applicable in the Fed-
eral District, an amount that works out to about NS
2.50 (approximately USS 0.77) per hour for a 40-
hour work week. The National Committee has also
begun to fix minimum wage levels for professional
groups. semi-qualified workers and qualified work-
ers. In the Federal District. for example. the Com-
mittee established minimum wage levels for 86 cat-
cgorics of workers.

4. Holidays, Vacations, and
Dismissals:

Mexican legislation provides for seven legal holi-
days, which arc the following: January Ist, Febru-
ary Sth, March 21st, September 16th, November
20th and December 25th. In addition, every six years
for the presidential inauguration, December 1st be-
comes a legal holiday. It is common for another
four or five additional holidays, including religious
ones, o be negotiated as part of collective bargain-
ing agreements.

As far as vacation pay, current legislation establishes
that for employces who have worked for at Ieast
ong year, six working days off must be granted, and
two additional days tor cach additional year worked,
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up to three more years. After this, two additional
days must be granted for every five years worked.
During vacation time. employees receive 25% more
than their normal salary.

In matters related to dismissals of personnel, Mexi-
can laws cstablish that firings and their cause must
be communicated to the employee in writing. It is
also true that cmployees with more than 20 years of
scrvice may only be fired for very serious causes,
which in practice makes it almost impossible (o fire
these workers. In general, however, employees may
he fired without compensation (except for seniority
premiums) if justifiable causes are demonstrated.
In these cases the employee has the right Lo receive
a scniority premium equivalent to 12 paid working
days for cach yecar of service. If an employce is
fired without cause, this individual has a right to
three months™ salary plus 12 days of salary for cach
year worked. As is true for an employer working in
any country with modern labor legislation, the coun-
scl of professionals (preferably a lawyer with knowl-
edge and experience in labor issues) is always rec-
ommendable in the case of firing employces

5. Social Security and other
Employee Benefits:

Generally speaking, social and other benefits re-
ceived by employces are quite significant in rela-
tion to the overall cost of the payroll, normally rep-
resenting from 70 to 100 % of the basic salary.

As pertains o social security programs, by law all
cmployers (except government workers, covered by
a different set of rules) must contribute premiums
to the Mexican Social Sccurity Institute (IMSS, as
per its initials in Spanish). The employer must pay
betwen 15 and 18% of the employee’s salary to the
IMSS, and the employer also has the obligation o
withhold the contributions of the employee, which
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it must then remit to the IMSS every two months.

The contributions to the IMSS can be broken down
as follows for 1994

Employee Employer.

Sickness and Maternity: 3.125 8.750
Old age, Disability and Death  2.025 5.670
Infant Daycare Centers 0.0 1.000
Retirement System («SAR») 0.0 2.000
Other mandatory contributions:

«INFONAVIT « * 0.0 5.000

*  National Workers' Housing Fund

Over and above these contributions, the employer
must pay what pertains to work hazards, but this
percentage varies according to the risk classifica-
tion and to the type of company, and these premi-
ums can be adjusted in accordance with safety mea-
sures and hazard history of each particular company.
These premiums normally vary between 0.55 and
7.6 %.

Among other obscrvations that refer to social secu-
rity benefits, it is important to clarify that the sums
corresponding to the retirement program (SAR) arc
deposited in bank accounts in the employee’s name.
These sums can only be withdrawn, tax-free, when
the employce retires or loscs his job due to a perma-

nent disability. In regard to the INFONAVIT contri-
butions, these are also deposited in a bank account in
the employee’s name, and may be used by the same
to purchase, build, repair, expand or remodel hous-
ing or to pay loans acquired for any of these pur-
poses. If the employee never uses these funds, he
may withdraw them (tax-free) when he retires.

[t is also important to point out that withholding docs
not apply for those ecmployecs who carn minimum
wage. [n these cases, the employer covers thesc
sums and may then deduct them from income tax
payments.

Finally, the employee also receives an annual bo-
nus from the employer equivalent to 15 days of sal-
ary during the first 20 days of December.

6. Disabilities and Sickness:

The IMSS provides medical care, hospitalization and
medicine to its members in the entire country. For
employces who must miss work for more than three
days due to sickness or accidents, the IMSS will
cover 60 to 80 % of normal salary during this ab-
sence. The employer does not have to cover the
difference during this period, although some do it
as a work incentive or as a result of collective bar-
gaining agreements. In the case of permanent dis-
abilities, the IMSS guarantees at least 50% of nor-
mal salary, and in case of work-related deaths, ben-
efits are provided to heirs.
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X. North American Free Trade Agreement

1. Background:

Since the mid 1980’s, Mexico has been converting
its cconomic structure by means of fundamental leg-
islative changes (privatization, dc-regulation,
flexibilization, ct¢) and more openness loward the
outside world. All this aims at increasing its level
of competitiveness on the global market - an indis-
pensable ingredient for the countries of the conti-
nent in a new trading milicu that demands efficiency.
agility and transparency among those countries that
wish (o conform economic blocs.

Undoubtedly the North American Free Trade Agrece-
ment (NAFTA) has had the most impact - cconomi-
cally and socially - on Mexico, but it is important to
point out that this is only the latest achievement in a
sustained effort that has also produced agreements
with Chile, Colombia, Costa Rica and Venerzuela.
Also, Mexico has been a member of the GATT since
1986, recently joined the Asian Pacific Economic
Cooperation group, and in 1994 became a member
of the Organization for Economica Cooperation and
Development.

According to an analysis madc by the current Sec-
retary of Trade and Industry, Dr. Jaime Serra Puche,
the NAFTA includes five key clements that are
shared by all countries and regions with high levels
of economic competition:!

1 Mexican [nvestment Board, México and NAFTA: The North
American Partnership - A guide to its essential clements.,
1994
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»  The agreement provides a framework that guar-
antees the investor continuity of sound market
policices that lead to an environment of stability
and security when making investment-related
decisions. The NAFTA clearly defines the rules
for the exchange of goods, for investment and
for the offering of services among the signa-
tory countries. The agreement also includes
well-defined procedures for resolving disputes.

*  With NAFTA, companics may take advantage
of one of the largest markets of the world, inte-
grated by 370 million consumers, a volume
which will surely allow for economics of scale.

*  Third, the consolidated market of the region is
quite heterogencous, which leads to greater
competitiveness for the entire bloc. The num-
ber and diversity of market niches are effec-
tively increased, due to the variety of income
levels, cultures and tastes.

+  The fourth elementary factor is the possibility
that exists under NAFTA of choosing among a
number of technologics, according to the spe-
cific needs of each company or businessperson.
Companics can minimize costs by sclecting the
technology that best suits their particular situa-
on.

*  Finally, it should be underlined that NAFTA
will tend to lower transportation costs, telecom-
munications costs, and the costs of other ser-
vices that are crucial to international trade.
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2. Summary of the Contents of
the NAFTA Treaty:

The NAFTA treaty, which became effective on Janu-
ary 1, 1994, regulates exchange in five fundamen-
tal arcas, which are trade, services, investment, in-
tellectual property and dispute settlement, areas
which will now be discussed in more detail.

A. Trade: In this arca, NAFTA ecstablishes that
during the first 15 years, tariffs, non-tariff barricrs,
licenses, quotas and other restrictive mechanisms
will be eliminated in the region covered by the agree-
ment. The United States of America eliminated 80%
of tariffs on non-petrolecum products from Mexico,
whilc Canada did so for 78% of these type of prod-
ucts. As a corresponding measure (although asym-
metric), Mexico eliminated at once tariffs on 43%
of products coming from the USA and 41% of goods
coming from Canada. Gradual elimination of the
remaining percentages is foreseen, until total tariff
climination is reached in year 15. Itis significant to
point out that the reductions and eventual elimina-
tion of tariffs only applics to those goods which
comply with the so-called «rules of origin». These
rules cstablish that only those goods that have been
«substantially transformcd» in the NAFTA territo-
rics will benefit from reductions or elimination of
tariffs, so that products must carry origin certificates.
The mechanisms for inspection and verification of
these rules will be the responsibility of customs of-
ficials in cach country.

It is worthwhile to take a bricf look athow NAFTA
has affected certain key sectors in trade matters. In
the textiles sector, NAFTA only docs away with tar-
iffs for those products made using North American
fabrics or fabrics made from North American fibers.
The former quotas applied to textiles or clothing will
be immediately eliminated for those goods that com-
ply with these rules of origin. In the same fashion,

the US A and Canada will immediatcly do away with
tariffs on 45% of textile imports and will lower the
highest barriers so that none cxceed 20%. Mexico,
correspondingly, will discard tariffs on 20% of tex-
tiles coming from the other two treaty members, but
will maintain its restrictions on used clothing.

In the automotive sector, gradual reductions will take
effect in those cases where a certain percentage of
the cost of the vehicle represents North American
materials or labor. This required percentage starts
at 50% during the first four ycars of the treaty, climbs
to 56% during the following four years, and reaches
62.5% after the ninth year. The USA and Canada
will climinate at once all tariffs on automobiles made
in Mexico, while the tariff applicable to light trucks
will be immediately reduced from 25 to 10% (and
will disappear after five years). In regard to heavy
vehicles produced in Mexico, the other two nations
will gradually get rid of all tariffs over a ten-year
period. Mexico, in turn, will reduce tariffs from 20
to 10% at once on the import of vehicles from
Canada and the USA and will climinate them all
together in ten years. NAFTA also provides for
greater de-regulation of the Mexican automotive
sector, and will requirc Canada and the USA to re-
vise and reform legislation pertaining to fuel effi-
ciency.

Finally, in the agriculture sector, the USA and
Canada will immediately suppress 61% and 88%,
respectively, of tariffs that apply to agricultural prod-
ucts from Mexico that enter their territories. Mean-
while, Mexico will eliminate tariffs on 36% of these
type of goods coming from the USA and on 4% of
this category of products coming from Canada. In
this extremely sensitive sector for the Mexican so-
ciety and ¢conomy, this country will permitted be-
tween 10 and 15 years to reduce the remaining bar-
riers, and cven longer for some very sensitive prod-
ucts such as corn, beans, dricd milk and some wood
products. In addition, Mexico has the right to aid
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its farmers with technical assistance programs, in-
frastructure development, and in a very few cases,
subsidies.

B. Secrvices: Generally speaking, NAFTA estab-
lishes that in the area of services, cach country will
have the condition of «most favored nation», and
service companies will not have the obligation to
maintain a permanent establishment to conduct busi-
ness in one of the three countries. As an example of
the gradual nature of the implementation of the
NAFTA provisions pertaining to services, the ex-
ample of land transportation may be used, wherc a
ten-year transition period is established to open up
these services among the three signatories. After
threc years, Mexican trucks will be able to freely
enter USA border states. As of the scventh year,
trucks from all three nations may freely move about
in all of North America. The treaty also regulates
the gradual access of citizens from the three coun-
tries to the ownership of companies involved in land
transport in the different territories.

In the important telecommunications sector, the
agreement provides that basic telecommunication
services in Mexico must remain in the hands of
Mexicans, but tclecommunication ventures {rom all
three nations may have access to networks and pub-
lic service communication media in any of the coun-
tries.

As was explained in chapter VII, which describes
the financial/banking system of Mexico, the access
to the Mexican banking market will only be permit-
ted through US or Canadian subsidiaries, and the
banks of these two countries may only own between
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8 and 15% of this market. After year seven and
until year fifteen, Mexico may take protective mea-
sures if this participation exceeds 25%. Meanwhile,
the USA will wait five years before taking any re-
strictive measures against Mexican companics that
alrcady offer financial scrvices in the USA. As far
as the stock market goes, foreign company partici-
pation in Mexico will have an upper limit of 10%
until the sixth year of the treaty and will then in-
crease to 20% afterwards. In the insurance busi-
ness, the agreement allows for the formation of joint
ventures between Mexican, Canadian and US com-
panics, with gradual access to the shares of Mexi-
can companies by citizens of the latter two nations.
After the year 2000, insurance companics in Mexico
may havc up to 100% forcign ownership.

C. Investment: Briefly, NAFTA allows free cur-
rency exchange and other foreign transactions with-
out barricrs (exceptin cases of bankruptcy or crimi-
nal actions), and protection in the casc of goverment
expropiations, to assure that fair market prices arc
paid for expropiated goods. Conflict resolution
mechanisms are also foreseen in this arca.

D. Intellectual Property: The agreement provides
total protection of intellectual property and copy-
rights.

E. Settlement of Disputes: Conflicts related to in-
vestment or trade will be settled by groups of five
private-sector experts in trade and law, individuals
that will be appointed by the North American Trade
Commission. Arbitration will also be used when
appropriate.



XI. México: List of Key Contacts

Co-operative Institutions:

Confederacion Mexicana de Cooperativas
(CONACOOP)

Phone / Fax: (525) 535-7784

Fishing Section: (525) 592-7592

Transport Sect:  (525) 592-3633. Ext 211, 212, 0

224

Confederacion Mexicana de Cajas Populares
CM.C.P.
San Luis Potosi, México
Phone : (481) 11-6410
(481) 11-6400
Fax:  (481) 13-4550

Cajas Solidarias - Empresas de Solidaridad
Phone: (525) 272-7286

MEXICAN INVESTMENT BOARD
(MIB)

Pasco de 1a Reforma 915

Lomas de Chapultepec

11000 México, D.F.

Phone: (525) 202-7804

Fax:  (525) 202-7925

Banks:

BANCOMEXT

Camino de Santa Teresa 1679

Col. Jardines dcl Pedregal

01900, México, D.F.

Phone: (525) 652-8821 / 652-8620/652-8422

Fax:  (525) 652-9408

NAFIN:

Insurgentes Sur 1971, Piso 10
Torre Sur

Col. Guadalupe Inn

01020, México, D.F.

Phone: (525) 550-1616 / 550-6911
Fax:  (525) 550-3132

BANCA CONFIA:

Paseo de 1a Reforma 450, PH.
México, D.F.

Phone: (525) 514-6945/ 5114-6785
Fax:  (525) 208-5821/208-5881

BANCA CREMI:

Pasco de la Reforma 93, Piso 15

México, D.F.

Phone: (525) 535-2419 / 546-0232 / 546-0721
Fax:  (525) 592-7854/ 592-6728

BANCO DEL ATLANTICO:

Hidalgo 128

Col. del Carmen, Coyoacén

México, D.F.

Phone: (525) 544-5312 / 544-5396 / 689-8066
Fax:  (525) 544-5096

BANCO BCH:

Paseo de la Reforma 364, Piso 2
México, D.F.

Phone: (525) 533-0434 / 533-0435
Fax:  (525) 207-0708



BANCO DE CREDITO Y SERVICIO:
Pasco de la Reforma 116, Piso 18

México, D.F.

Phone: (525) 535-2685 / 535-4699 / 535-9949
Fax:  (525) 703-0605

BANCO INTERNACIONAL.:
Pasco de la Reforma 156, Piso 3
México, D.F.

Phone: (525) 535-2571/ 566-9193
Fax:  (525) 566-6044

BANCO MEXICANO SOMEX:
Pasco dec la Reforma 211, Piso 17
México, D.F.

Phone: (525) 535-6179 / 546-2090
Fax:  (525) 566-8493

BANCO NACIONAIL DE MEXICO:
Isabel La Cat6lica 44, Piso 1

México, D.F.

Phone: (525) 709-0920/ 518-9020
Fax:  (525) 512-2594

BANCOMER:

Av. Universidad No. 1200

México, D.F.

Phone: (525) 534-0034

Fax:  (525) 621-3200/621-3201/ 621-3202

MULTIBANCO COMERMEX:

Blvd. M. Avila Camacho 620, Piso 3

México, D.F.

Phone: (525) 395-5032/395-5051/395-5089/ 520-
5317

Fax:  (525) 202-6226

MULTIBANCO MERCANTIL DE MEXICO:
Montes Urales 620, Piso 3

Lomas de Chapultepec

México, D.F.

Phone: (525) 596-6805 / 520-3643

52

Doing Business with the Co-operatives of Mexico

Fax:  (525)259-1514

BANCA PROMEX:

Avenida La Paz 875

Guadalajara, Jalisco

Phone: (36) 1349-16/11-88/0779
Fax:  (36) 13-09-37

IN THE CITY OF MEXICO:
Paseo de la Reforma 199, Piso 1
Phone: (525) 566-0910
Fax:  (525) 592-1804

BANCA SERFIN:

Padre Mier Oriente 134, Piso 9
Monterrey, Nuevo Ledn

Phone: (528) 342-7944 / 340-1760
Fax:  (528) 343-4844

IN THE CITY OF MEXICO:

Insurgentes Sur 1931, Piso 8

Tel: (525) 548-4313 /7 548-3747 / 548-4893
Fax:  (525) 550-0688

BANCO DEL CENTRO:

Vesustiano Carranza 235

San Luis Potosi, San Luis Potosi

Tel: (481) 2-2603 / 2-4609/ 2-7353
Fax: (481) 4-3094

EN LA CIUDAD DE MEXICO:
Pasco de la Reforma 195, Piso 1
Phone: (525) 566-7259 / 535-9316
Fax:  (525) 703-3502

BANCO MERCANTIL DEL NORTE:
Zaragoza Sur 920

Montcerrey, Nuevo Ledn

Phonc: (528) 340-5670 / 345-1030

Fax:  (528) 344-8322

IN THE CITY OF MEXICO:
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Madero 22, Mezzanine
Phone: (525) 510-1877/ 512-7440
Fax:  (525) 512-3685

BANORO:

Obreg6n y Angel Flores
Culiacén, Sinaloa

Phone: (671) 3-4062 / 3-8030
Fax: (671) 5-3871

IN THE CITY OF MEXICO:
Insurgentes Sur 819, Piso 5

Phone: (525) 543-2134/ 543-3467
Fax:  (525) 543-0473

BANCO DEL ORIENTE:
Avenida Dos Oriente 10

Puecbla, Puebla

Phone: (522) 41-67-52/4142-51
Fax:  (522)42-04-13

IN THE CITY OF MEXICO:

Paseo de la Reforma 506, Piso 20

Phone: (525) 286-8625 / 286-8176 / 286-8530
Fax:  (525) 286-8354

BANPAIS:

Hidalgo 250 Poniente

Monterrey, Nuevo Leon

Phone: (528) 342-8383 / 343-6030
Fax:  (528) 344-3978

IN THE CITY OF MEXICO:

Insurgentes Sur 1443 Piso 1

Phone: (525) 563-4438 / 563-7459 / 598-6649
Fax:  (525) 554-0473

STOCK MARKET ORGANIZATIONS:
Asociaciéon Méxicana de Casas de Bolsa, A.C.

Paseo de la Reforma 255
Col. Cuauhtémoc

06500, México, D.F.

México

Phone: (525) 705-0277 / (525) 705-4288
Fax:  (525) 703-0863

ABACO:

Montes Rocallosos 505 Sur

Col. Residencial San Agustin
Garza Garcia

66260, Monterrey. Nuevo Leén
Phone: (528) 335-2911/335-3586
Fax:  (528) 335-0451

ACCIONES BURSATILES:
Hamburgo No. 190

Col. Juarez

06600 México, D.F.

Phone: (525) 533-0625 to 34
Fax:  (525)207-3944

ACCIONES Y VALORES DE MEXICO:
Pasco de la Reforma 398

Col. Judrez

06600 México D.F.

Phone: (525) 584-2977

Fax:  (525) 208-5048 / 584-2977 Ext. 1552

AFIN:

Periférico Sur 4355

Col. Jardines de la Montafia

01900 México, D.F.

Phone: (525) 652-9244 / 652-9488
Fax:  (525) 652-6398

ARKA:

Emilio Castelar No. 75
Chapultcpec Polanco

11560 México, D.F.

Phone: (525) 255-2155/203-4034
Fax:  (525) 203-5287



BURSAMEX:

Fuente de Piramides 1 Pisos 6y 7
Lomas de Tercamachaico

53950 Naucalpan, Estado de México
Phone: (525) 294-6344 / 294-6158
Fax:  (525) 294-7613

C.B.IL.:

Insurgentes Sur 1886

Col. Florida

01030 México, D.F.

Phone: (525) 575-3133

Fax:  (525) 534-9667 / 534-8846

CREMEL

Paseo de la Reforma No. 144, Piso 1
Col. Juarez.

06600 México, D.F.

Phone: (525) 566-6211

Fax:  (525) 566-6211 ext. 1525

ESTRATEGIA BURSATIL:
Camino al Desierto de los Leones 19
Col. Guadalupe Inn

01020 México, D.F.

Phone: (525) 550-7100

Fax:  (525) 550-7100 ext. 4018

FIMSA:

Jaime Balmes 11

Eidifico B, Piso 6

Col. Polanco

11510 México, D.F.

Phone: (525) 395-7333/ 395-7605
Fax:  (525) 395-7018

GRUPQO BURSATIL MEXICANO:
Pasco de la Reforma 382-2

Col. Cuauhtémoc

06600 México, D.F.

Phone: (525) 207-0202

Fax:  (525) 208-4911
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INTERACCIONES:

Paseo de la Reforma 383

Planta Baja

Col. Cuauhtémoc

06500 México, D.F.

Phone: (525) 264-1800 / 208-0066
Fax:  (525) 525-3942

INVERLAT:

Bosques de Ciruelos 120

Col. Bosques de las Lomas

11700 México, D.F.

Phone: (525) 596-6222 / 596-2555
Fax:  (525) 596-2555 ext. 1051

INVERMEXICO:

Blvd. Manuel Avila Camacho 170
Col. Lomas San Isidro

11620 México, D.F.

Phone: (525) 570-7000 / 570-5022
Fax:  (525) 202-1070

INVERSORA BURSATIL:
Pasco de las Palmas 736

Planta Baja

Lomas de Chapultepec

11000 México, D.F.

Phone: (525) 259-1542/7202-1122
Fax:  (525) 540-7492

MEXICO:

Paseo de la Reforma 231
Col. Cuauhtémoc

06500 México, D.F.
Phone: (525) 584-9922
Fax:  (525) 511-2746

MEXIVAL:

Paseo de la Reforma 359 Piso 1
Col. Cuauhtémoc

06560, México D.F.
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Phone: (525) 208-2044
Fax:  (525)208-5215/202-2107

MULTIVALORES:

Blas Pascal 105

Col. Morales Planco

11510 México, D.F.

Phone: (525) 557-6255/ 557-2833
Fax:  (525) 557-6255 ext 3720

OPERADORA DE BOLSA:
Rio Amazonas 62

Col. Cuauhtémoc

06500 México, DF.

Phone: (525) 592-6988

Fax:  (525) 592-6988 ext 2821

PRIME:

Pasco de la Reforma 243
Torre B, Piso 3

Col. Cuauhtémoc

06500 México, DF.
Phone: (525) 533-5970
Fax:  (525) 207-0181

PROBURSA:

Blvd Adolfo L6pez Mateos 2448
Col. Altavista

01060 México, D.F.

Phone: (525) 660-1111/ 660-1335
Fax:  (525) 660-1111 ext. 2235

VALORES BURSATILES DE MEXICO:

Insurgentes Sur 670, Piso 6

Col del Valle

03100 México, D.F.

Tel: (525) 536-3060 / 687-9011
Fax:  (525) 510-8980

VALORES FINAMEX:
Rio Amazonas 91

Col. Cuauhtémoc

06500 México, D.F.

Phone: (525) 525-9020/208-0033
Fax:  (525) 208-1756

VALUE:

Liverpool 54

Col. Juérez

06600 México, D.F.

Phone: (525) 207-2726 / 525-4600
Fax:  (525)207-2726 ext. 3323

VECTOR:

Avenida Roble 565 Oriente

Col. Valle del Campestre

Garza Garcia

66265 Monterrey, Nuevo Ledn
Phone: (528) 335-6777/335-7777
Fax:  (528) 335-7897

Mexican Embassies and
Consulates:

CANADA:

Montreal:

* Place Bonaventure
Etage F Allce Farnham 18
Montreal PQ

HS5SA 1B4 Canada 305
Phone: (514) 393-1758
Fax:  (514) 393-3340

Toronto:

* 2 Bloor St. East, Suite 3032
Toronto, Ontario

M4W 1A8 Canada

Phone: (416) 922-5548

Fax:  (416) 922-1746
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Vancouver

* Granville Street 1365-200
Vancouver, B.C.

V6C 154 Canad4

Phone: (604) 682-3648
Fax:  (604) 682-1355

UNITED STATES:

Atlanta

* 229 Peachtree St, N.E.

Cain Tower, Suite 917

Atlanta, Georgia 30303

Phone: (404) 522-5373 / 522-5374
Fax:  (404) 681-3361

Chicago:

* 225 N. Michigan Ave, Suite 708

Chicago, Illinois 60601

Phone: (312) 856-0316/ 856-0318 / 856-0319
Fax:  (312) 856-1834

Dallas:

* 277 Stemmons Freeway Suite 1622
Dallas, Texas 75207

Phone: (214) 688-4096 / 688-4097
Fax:  (214) 905-3831

L.os Angeles:

* 8484 Wilshire Blvd, Suite 740
Beverly Hills, Ca. 90211

Phone: (213) 655-6422 /655-2760
Fax:  (213) 852-4956

Miami:

* New World Tower

100 N. Biscayne Blvd, Suite 1601
Miami, Florida 33132

Phone: (305) 372-9929

Fax:  (305) 374-1238

New York:
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* 150 East 58th Street, 17th floor

New York, N.Y. 10155

Phone: (212) 826-2916/ 826-2919/ 826-2921
Fax:  (212) 826-2979

** 450 Park Avenue, Suite 401
New York, N.Y. 10022

Phone: (212) 753-8030/ 753-8031
Fax:  (212) 753-8033

San Antonio:

* 1100 N.W. Loop 410 Suite 409
San Antonio, Texas 78213
Phone: (512) 525-9748

Fax:  (512) 525-8355

Seattle:

* Plaza 600 Bldg.

600 Stewart Street-Suite 703
Scattle, Washington 98101

Phone: (206) 441-2833/441-2834
Fax:  (206) 441-3553

Washington D.C.

** 1615 L. Street N.'W,, Suite 310
Washington, D.C. 20036

Phone: (202) 338-9010 / 338-9017
Fax.  (202) 338-9244

AMERICA LLATINA:

ARGENTINA:

* Esmeralda 715, 4th Floor B.
Bucnos Aires, Argentina 1007
Phone: (541) 394-3602 / 394-3571
Fax:  (541) 322-5619

BRAZIL:

* Rua Paes de Araujo No. 29
Conjuntos 94,95 y 96
ITAIM-BIBI

Sao Paulo, S.P. 04531



Phone: (5511) 820-7672 / 820-9870
Fax:  (5511) 820-7717

CHILE:

* San Sebastian 2807

4th Floor, 413-414

Comuna de los Condes

Santiago, Chile

Phone: (562) 233-5600 /233-5472
Fax:  (562) 231-6302

VENEZUELA:

* Asociacién Bancaria de Venezuela
4th Floor, Office 44

Ave. Venezuela, El Rosal

Caracas, Venezuela 61-181

Phone: (582) 951-6078 /951-5147
Fax:  (582)951-2494

EUROPE:
AUSTRIA

* Passaurplaz 5

Viena, Austria 1010

Phone: (431) 533-7260/ 533-7368
Fax:  (431) 535-3396

BELGIUM:

* 164 Chaussee de la Hulpe 1st Floor
Bruselas, Belgium 1170

Phone: (322) 660-2906 / 660-2907
Fax:  (322) 675-2692

FRANCE:

* 4 Rue Notre Dame, Des Victloires
Paris, France 75002

Phone: (331) 4020-0731 /421-5180
Fax: (331) 4261-5295

GERMANY:
* Internationales Handelszentrum

Meéxico: List of Key Contacts
RN e

Buro 643, Friedrichstrasse

1086, Berlin, Germany

P.O.Box 11-04-11

W-1000 Berlin 11, Germany

Phone: (4930) 2643-2594 / 2643-2595
Fax:  (4930) 2643-2572

* Adenauerallee 100, D-5300
Bonn 1, Germany

Phone: (49228) 223-0212
Fax:  (49228)21-11-13

ITALY:

* Centro Della Cooperazione Internazionale

Largo Africa 1

Milan, Italy 20145

Phone: (392) 43-6076/43-6711
Fax:  (392) 43-6450

SPAIN:

* Basilica 19, 6th Floor A
Madrid, Spain 28020
Phone: (341) 597-4767
Fax: (341) 597-0039

SWEDEN:

* Kungsgatan 18, 5th Floor
Stockholm 111-35, Sweden
Phone: (468) 723-0230
Fax: (468) 663-2420

UNITED KINGDOM:

* 60/61 Trafalgar Square, 2nd Floor
London WC2N 5DS, England
Phone: (4471) 839-7860 / 839-6586
Fax:  (4471) 839-4425

** 99 Bishopgate, 17th Floor
London, E.C. 2M-3XD
England

Phone: (4471) 628-0016
Fax:  (4471) 374-0716
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ASIA:
AUSTRALIA

* 135-153 New South Head Rd
Edgeclift NSW 2027

Sidney, Australia

Phone: (612) 362-4270/362-4271
Fax:  (612) 362-4392

HONG KONG

* Street 1809 World Wide House
Col 19 des Voeux Road Central
Hong Kong, Hong Kong

Phone: (852) 521-4365

Fax:  (852) 845-3404

JAPAN

* 2-15-2 Nagata-Cho

Chiyoda-Ku

Tokio, Japan 100

Phone: (813) 3580-0811 / 3580-0812
Fax:  (813) 3580-9204

** Kokusai Building 918

1-1, Marunouchi 3-Chome
Chiyoda-Ku, Tokio 100, Japan
Phone: (813) 3284-0331 / 3284-0332
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Fax:  (813)3284-0330

KOREA

* The Korea Chamber of Commerce and Industry
Bldg. No. 642, 6th Floor 45

4-KA, Namdacmun-Ro, Chung-Ku

Scul, Korca

Phone: (822) 775-5613

Fax:  (822) 775-5615

SINGAPORE

* 152 Beach Road

No. 09-01 Gateway East
Singapore 0718

Phonc: (65) 296-8281
Fax:  (65) 298-5825

TAIWAN

* International Trade Building
Suite 2692, 26 Fl.

333 Keelang Rd. Sec. 1
Taipei, Taiwan, R.Q.C.

P.O. Box 109-0994

Phone: (886) 2757-6526

Fax:  (886) 2757-6180
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Dear reader:

In order to obtain fedback about our program “Doing business with the co-operatives in Latin
America”, we want to konw your opinion and your intercst about the document that you just rcad.
Pleasc fill out the form and send it to our adress (sce below).

1. We arce preparing guides about the following countrics. Mark with and “x” the countrics that
you’d like to receive the correspondent guide:

[1Costa Rica [ ] Guatemala [ Chile v []Peru
,  [LJEI Salvador L] Mexico ~ [JUruguay - []Bolivia
[ ] Nicaragua [] Colombia (] Haiu . [J Ecuador

2. Would you like to obtain a guide from another Latinamcrican country not included above? If
s0, what country?

3. What topics not included in this issuc would you like 1o read in future publications?

«  Dircctory about information and co-operative comercial activitics.
«  “Whois who” in co-operative sector of cach country,

«  Other financial and production data about co-operatives.

«  Morc “Casc studics™ about success co-operatives.

«  Another topics (explain)

4. How did you get this guide?

Name: o Mail adress:

Zip code: _ Country: Fax:

Plcasc send us the information requested to the following adress:

International Co-operative Alliance
Regional Officce ROAM

P.O. Box: 8-6310-1000

San José, Costa Rica




DOINC BUSINESS WITH THE CO-OPERATIVES
OF MEXICO

I'ne d(Kuniem that you have in your hands is intended to be a practical guide for investors,
businessmen and a)-operdtives inlerested in learning more about investment options in
Mexico, especially the numeiuus opponunities found in the co-operative seaorofthis country.

Among the topics and information included in this manual of opportunities:

* I'ne most imptmant advantages of beginning relations with
Mexican co-operatives.

* An overview of the economy, incentives and benefits oriented towards the promotion of investment and
exportation, as well as the most relevant commercial accords.

* Profiles of the most dynamic sectors and the opportunities withrelated co operatives.
* Ilow to do business with co-operatives: an explanation of potential modalities.
. Case Study: An co-opcralivc example about business opportunities.

* General information about Mexico:

Geography and Climate
Population and Standard of Li\ﬁng F Infrastructure

A summary of the financial/banking system, and**opportunities with related co-operatives.
A summary of the tax system, including the fiscal advantages of co-operatives.

A summary of Mexican labor law.

A summary of the political and legal systems of Mexico.

A list of key contacts for doing business with the co-operatives in Mexico.
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