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track-record, size and quality of sales staff, after-sales service, reputation, and the

commissions required. More than this, however, success depends on developing a
good working relationship between the Canadian exporter and the Mexican sales
representative. To achieve this, ongoing personal contact is vital.

Mexico’s tax laws are one reason for the popularity of agency agreements. All sales
in Mexico are subject to income and value-added taxes. These include sales made
by agents and sales subsidiaries who have the power to bind the Canadian
exporter or those where the title passage occurs within Mexico. Most exporters,
therefore, establish agreements that do not give the agent legally binding power,
to accept purchase orders locally, or to make deliveries to customers. Instead, the
agent promotes an exporter’s goods on an exclusive basis and operates through a
representative office that can contact potential clients and supply information
about what is being offered. In this way, the agent serves as a liaison between
potential Mexican customers and the Canadian exporter. When goods are shipped
to Mexico, it is not the agent but the buyer who receives the goods from customs.
Otherwise, title to the goods would pass from the exporter to the purchaser within
Mexico, making the transaction subject to a 15 percent Impuesto al Valor Agregado
(1VA), value-added tax.

Both agents and representatives are authorized to enter into contractual sales
agreements with foreign customers on behalf of the Canadian exporter. They
usually work on a commission basis: they are only paid when they sell the product.
Depending on the agreement reached, they may or may not be paid for their
expenses. When searching for Mexican agents and representatives, look for
complementary products, which are likely to facilitate sales of your product.
However, avoid agents who represent competing lines.

An agreement with a Mexican agent or representative immediately gives the
Canadian company an experienced, Spanish-speaking sales force in the Mexican
market. The costs of overhead and sales are lower than the costs of establishing a
direct sales force. More frequent sales calls are possible when using a local
representative. With a local agent or representative, the exporter retains control
over the product and its price — an important advantage.

A small business — particularly one new to exporting — can benefit from the
wide range of advice and services offered by a good agent or representative. Areas
where they can be especially helpful include gathering market intelligence,
advising on financing and transportation, customs clearance assistance, providing
access to potential customers, collection support, and information on local
business practices, legal rules and cultural traditions.
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