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Since the need to provide service is usually part of the motivation for this 
approach, Mexican subsidiaries usually include technical personnel as well as sales 
staff. Warehousing operations can also be maintained, simplifying the logistics of 
importing and distributing. More specialized products may be shipped directly 
from Canada to the customer, under the coordination of the Mexican office. 

A Mexican office has the advantage of providing a visible local presence, 
demonstrating a long-term commitment to the market. It allows for better 
customer service, especially for high-technology products. It makes it more 
feasible to set up showrooms and demonstration equipment. It can also facilitate 
communications, since Mexican agents are not always skilled in using the latest 
technology. 

The disadvantage of setting up a Mexican subsidiary is high fixed costs. This 
method is appropriate mainly for products with a substantial expected sales 
volume. Many companies test the market using distributors or agents before they 
make this commitment. 

Establishing a sales office in Mexico does not necessarily involve direct sales to 
end users. Some companies handle their own importing though a local office and 
then sell through distributors or wholesalers. Others use an agent to handle 
imports and use their local office just to provide service. These methods allow the 
Mexican office to focus on needs that may not be adequately handled by Mexican 
associates or partners, while still taking advantage of their other abilities. 

Setting up a Mexican subsidiary is fairly straightforward, although the labour 
regulations in Mexico can be complex. Mexican law makes it difficult to terminate 
employees, and they are entitled to mandatory profit sharing. In addition, 
Canadians who work for a business with a permanent establishment in Mexico 
will be taxed in Mexico. Moreover, Canadians are protected from double taxation 
under a tax treaty between Canada and Mexico. These issues are discussed in 
detail in the publication Key Legal Aspects of Doing Business in Mexico, which is part 
of the Department of Foreign Affairs and International Trade (DFAIT) Export i 
Mexico series and available through the InfoCentre. 
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