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MARKET$STUoy FOR AGRICULTURAL EQUIPMENTI
*SEEDS AND RELATED CHEMICALS IN MYC

This muarket guide boo]let has beenprepared witb the probieius irgierent to theinitiatng exporter in mind. lfowever it isnot exhaustive; Thdivi8ual circu2nstances,
interest and neéds wiii &$.tate how calapaniesshould. tailor tbeir approach and strategy tothe >Iexican market. Whle every att mt has

beenmad to nsue acuracy ini this study, no
responsibility can bê cepe for errors oromissions.

by addressing requsts directly to theComrcial Division of the. Qanadian b>assy inMico City ioae at Caile Schuiler No. 529,Coi9nia Poianao, 11~560 México, D. F. Taiephone254-32-88, telex 177 1191 and fax (sending
from,> Canda f1 525) 545-7-69; or the Ltin

American ~ ~ ~ ~ ê DiiinDpateto xternaIAfis, Industry Science and Technology
Canaa, 25 Susex Drive, Ottawa, Ontario «KIA
OG2 Phne9950460 Fax (613) 99-06-77.
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1. BACKGROUND

Agriculture has traditionally been one of Mexico's most important economic activities,
reaching far into its past. By the end of the 19th. century, agricultural production
accounted for 73% of Mexico's total production and 69% of total employment. As a
result of the coun 's industrialization process, industrial and urban development have
grown at a relative higher rate than agricultural development. 0rban population was
only 33% in 1930 and increased to 52% in 1980, with the consequent drop in rural
population. Agriculture presently accounts for 8% of total GDP.

Mexico comprises a total area of 196.4 million hectares (ha), which can be divided into
the following climates: very humid 2.5%, humid 13.4%, semidry 37.7%, dry 27.6% and
very dry 18.8%. Lands considered to be cultivable for agricultural production are
estimated at 23 million ha., of which six million ha. are irrigated land and 17 million ha.
are rainfed areas. The latter represent 75% of total harvestable surfaces, but only
account for approximately 50% of the value of agricultural output. irrigated areas
represent only 40% of Mexico's potential of 15 million ha. During the 1975-1985 period,
the total planted area has ranged from 14.8 million ha. to 24 million ha., while 1986 and
1987 have shown a use of 22 million ha., which dropped to 18.6 million ha. in 1988 and
19.5 million ha. In 1989. Of these, 77% were in rainfed areas.

Because of difficult terrain conditions, only some 70% of total cultivable land, or 16
million ha., can be mechanized, of which 11.2 million ha. are rainfed and 4.8 million ha.
are irrigated lands. The remainder has to be either worked with animal traction or by
hand. Govemnment policy has tended to favor rainfed over irrigated agriculture, mostly
because t is in the hands of the poorer sectors of the population. These lands have a
great potential to become more fertile and productive through the use of improved
technologies such as irrigation methods, drainage, machinery and equipment, high
quality seeds and fertilizers, many of which are of imported origin.

Mexican agriculture operates under both public and private land tenure systems.
Approximately 47% of the countr's farmland is under private ownership. These farms
have an average parcel size rnigfrom 20 to 100 ha. and are limited to a maximum of
100 ha. of irrigated land or 200 h. ofrainfed land. Private farms have led the country in
mechanization and are the prime buyers of agricultural machinery. They also account
for an estimated 75% of total agricultural output. The "lejidos" and communal farrhs,
which comprise 53% of the agricultural land base and 84% of rural population, are areas
onigina' ly expropriated by the government and distributed to low income farmers for
their use. Ejidos usually range from one to five ha. of land per person and are mostly
located in rainfed areas. The majority of ejidos are worked by individual families, but
some are either worked collectively or leased to private farmers to attain economies of
scale.
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2. ECONOMICEWRUONMENT

Over the past two years, Mexican economic oiyhsfaueatugan-nitoar
prowam fical ad monetarv polictes) andi unorthoclox measures (price, wage andi

exchngerate controls). The program has been successful i reducing inflation, from
an annual 1 59.2% in 1987 to 51 .7% in 1988 and 20.3% b 1989. lb. general criterla for
MexIco's macroeconomlc policy in 1990, are to, consoidate anàI fortify the progres
made in price stabilization, to reaffirm gradua] and sustained economic recuperation, ta
increase lnvestment, both national andi foreign, and to improve living standards.

Mexdco's grass domestic product <GOP), after lncreaslng 3.7% andi 2.7% during 1984
and 1985 respectively, declined bya3.5% Rn I1986. In 1987, it increased a moderate I1.5%

an n addifional 1.1% in 1988. Domestic economic actlvity recovered for the third
conscutie year in 1989 with an estimated grawth rate of 3.0% ta reach $200 billion (1).
Wfhan 84.5 million ppulation, per capita GDP is estimateci at Cdn$2,550. Durlng the.
1901994 period le i expected ta maintain an average annual growth rate of 2%-

Ina effort to revitalize and open the Mexican eco#orny, the Medcan Govemnment
untook a series of structurai change, inotuding theaces.o to the. General

Agrementon Tariffs and Trade (GAT)o Atugust 24, 1 986 Ieadlng to an extensive
trad lieraizaionproess imortperitswer elmintedon ail but 325 of the total

w.r loeefrom a maimum of100 in 1982 t 0 in January 18. h

autmoiv ad omutr ndstie ae ls bingoee p hog h lmnto
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3.MARKET ASSESBMENT

3.1 AGRICULTURAL MACHINERY AND EQUIPMENT

Total apparent consumption of agricultural machlnety, equ1 pment, accessorles and
parts amounted to $225.1 million in 1988, up 46% over 1987 lee b.Tis was mostly due
to a 134% Iicrease in~ imports because of recluced restictions and a stable local
ourrency, in addition to an increased public credit avaiability. Desoite a further increase
i imports in 1989, total apparent consumption shows a slight décease for that year

becuseof a reduction in local production. 1he market slze is'rexpected to grow to
$273.1 million by 1994, at an average annuat rate of five percent, in view of a recoveing
economic growth rate andi govemnment support to agriculture.

(millions of .S.. dollars)

1966 1987 1986 1969 1994p
Prdcin104.5 111.7 121.2 116.4 140.5
+Iprs45.9 50.6 118.4 122.3 185.5
Eprs4.0 6.7 14.5 20.4 32.9

TOA 148.4 153.6 25.1 218.3 273.1

kor.Ipnadepotdt ySCF

Doet rdcino giutrlmcier n cesre nrae in4cnl
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;ricultural machinery. Table 2 shows imports (new and used) by
B7 and 1989.

TABLE 2
IMPORTS OF AGRICULTURAL MACHINERY

(thousands of U.S. dollars)

1987 1988 1989
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IMPORTS EXPORS DMORf EXPOM
FROM MEX TO MEX FROM MEX TO MEX
1988 1988 198 198

101 90
52 196 6
31 6 89

49 9 70
7 13 10 168

3
3

58
75 25

4,426 964
157 4,609 397 1,288
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, needed were calculated as follows: 30-59 HP 14%, 60-89 HP 67%, 90-125 HP 18% and
126-150 HP 1 %., however these seem on average too low, as measured by actual
sales, wl*ch are within the larger motor size categories. This is probably due to the tact
that most tractors are stili purchased by large proclucers; in the irrlgated areas.

Unfortuaey, no data are available on imports of used machiery, since these may be

TheMxia tractor industry was createci as a resuit of the 1964 Law for the Promotion
of New and Necessary Industries, whlch granted tax incentives for the establishment of

newindstres.Between 1967 and 1968, four manufacturers t>egan opaingi Mexico:
IntrntioalHarvester (l.H.), John Deere (J.D.), Maesey Ferguson (M.F.) and Ford.

$i<ierûrgkca Nacional (Sidena), a wholly Mexican owned cornpany, was created in 1974
to assemble motors for Ford tractors. it aiso produces a smal 31 HP tractor based on

Sovet echolgy. Iternational Harvester was iudt n193adsop elngn
Mexio. MsseyFerguson retired from the market in 1985, selling its technology license
to groaka company whlch was purcae by Fébrica de Tractores Agrfcolas (FIA)

i 195 Ford selfs its tractors to FIA, a joint venture between Nafinsa, the govemnment
inutrial clevelopment bank, and Ford. Nafinsa is presnl negotiating the sale of its
sae in FIA to private investors. Massey Ferguson has rearitered the Mexican market

ia joint-venture with Sidena. The domestic tractor industry is estimatecl to employ
ZoQO2,0 workers.

Folwn ls a lst of tractors sold locally, by brand, and the number of units lmported.

JAN-JUN

FTA3,83 4,576 5,700 4,523 3,211 4,639 4,793 1,788
i-D.1,35 2345 4,362 2,499 2,616 3,525 3,99 2,258

SIDENA 1,171 1,419 992 4978 56 20

DOES1C7,881 11,134 12,775 8,014 6,325 9,410 10,023 5,042

TOTAL 41,542 12,714 16,245 9,871 7,940 12,740 13,513

Sor. scac6 excn d aInLra Lt0frz SCF
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between 1987 and

1990
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aricultural equi ment during that year. Imported equlpment consists mostly of largeszdptoughs o)ver W'~ in dilameter) pltng and seeding machines of the moresopisicaedtype, seeciers andi combineci seecier manure epreaders with grain drills,as welI as discs. U.S. equipment has cleauiy dominated iIn this segment: with a 97%im~port market share, followed by minor imports trom lsrael, Spain, France and WestGermany.

Therse are at least 300 clomestic producers of accessoies and machinery in thiscateoryin Mexico, most of which are small workshops, which assemble andimanuactre machines based on Ameican designs, since these are most commonlyuseci. Some of the Iarger Mexican companles in this segment are bsedoaeMaqinaia AMS), groetàica Michoacana, Commag, Durable, HH, lamex (FIA).Ipeentas Universais, Indiana, John Deere, Kimbail, Massey Fergusan, NewHolnSembracloras Z, Swecomex andi V6zquez.

3.. Harieeina euimr>

The lrest item in this category is combineci harvester-threshers (combines), followedby oherharestrs.These two represent 85% of total imports wlthin this categar andicombnesatone 67%. Other items included uncler this heading are threshing ahns
maiz picersand thehr, gleaner-binders for tractors and cotton pickers.

combnesaremosly sedto harvest wheat, rice, soya, safower, $orghm bariey and

oats.~~~~~~~~~ Ingnrl hs rdcs r olne avse analwiecrbas
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TOTAL
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in particular in
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1988 1989

Foae ur ees14,691 14,291
Leumnosveetbe ees842 1,279

Oterveetbl &fritseds25,413 23,897
Fildcrp ees18,804 112,887

Ohrses4,044 1,668

TOTAL 63.794 154,022

As cn b sen fom abl 4,themos imortnt ateorywas fid crop seeds in 1989,
in aricuargran orghum (35% of totalipot) soybean (29%)and corn (9%), in

swet orn(2), qush(1.6%), toa I*3%), oucumber (1 %), as wei1 as peppr

mosly f ban, lntis nd peas. The groat moiyof seed imports are from~ the U.
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3.3 AGRICULTURAL CHEMICALS AND FERTILZERS
Total apparent consumption of agricultural chemicals is estimated at approximately 30
to 35 thousand tons of plant protecting agents a year, divided into insecticides (48%),
fungicides (24%), herbicides (19%) andfumigants (9%), in addition to seven million tons
of fertilizers. Approximately 70% of Mexico's apparent consumption of these products la
manufactured locally. In the case of fertilizers, these are almost totally produced by the
government-owned Fertimex. Local fertilizer production amounts to 4.8 million tons.
Mexico, mostly through Fertimex, is also a major exporter of agricultural chemicals.
Total exports of fertilizers were $14.7 million in 1987, $22 millidn in 1988 and $26.3
million in 1989, mostly of urea (45%) and diammonium phosphate (52%). Exports of
insecticides, fungicides and herbicides amounted to an additional $14.6 million in 1989.

TABLE
MEXICAN FERTILIZER PRODUCTION AND IMPORTS

(000 metric tons)

1987 1988 1989
PRODUCTION
Ammonia sulphate 1,568 1,446 1,161
Ammonia nitrate 156 213 177
Ammonia anhydride 345 337 340
Urea 1,345 1,234 1,348

231 228
Trpl uprhopht 35206> 148

DAP 326 384 440
Other 814 688 923
TOTAL 5.142 4,739 4,765

IMPORTS
Urea 132.1 27.1 0
Triplesu 21.7 5.5 0
Diammon 64.1 0 0
Potassium e 132.1 155.3 105.0
Potassium sulphate 0 26.9 0
NPK complex 0 39.0 0
Phosphoric rock 1,272.5 1,618.0 2,070.0
Other 109.6 13.0 373.6
TOTAL 1,721 1,884.8 2,548.8

Soure: Primer informe de Gobierre, C. Salinas de Gortr 1989

Mexico's imports of agricultural chemicals, including insecticides, herbicide
preparations, fungicides, plant growth regulators, pesticides, fertilizers and fumigants,
amounted to $49.1 million in 1987 and further increased from $53.8 million in 1988 to
$67.1 million in 1989. Imports of fertilizers have remained relatively constant durn
these three years, while those of other chemicals have Increased sinfcnl.
Nitrogenous fertilizer imports have decreased from $12.1 million to $4.8 millo due to a
gradual reduction in urea imports because of increased local production. Phosphate
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allocated nearly $2.2 billion in 1989 to agricultural production, down from $2.6 billion in1988. Credits financed approxlmately 49% of total crops planteci, in particular of grainsand pulses. For 1990, there will be roughly $3 billion available from both institutions,targeted in particular to food grains (corn, rice, wheat) and dry beans.

The following table lists total credits by FIRA and Banrural (clevelopment banks) and bycommercial banks (Bancomer, Banamex, Banca Serffn, Banco Mexicano Somex and
Multibanco Comermex as the most important ones).

MEXICAN CREDIT TO AGRICULTURE
(billions of 1978 Mexican pesos)

YEAR DEVELOPMENT COMMERCIAL TOTAL
BANKS BANKS

1983 30.0 25.7 55.7
1984 32.1 33.6 65.7
1985 32.4 31.0 63.5
1986 25.0 19.2 44.3
1987 16.9 17.8 34.7
1988 25.6 25.1 50.7
1989 28.3 32.2 60.5

Other prospective policy changes include: Shifting public spending from the north tothe poorer lesa lrrigated south; emphasizing smaller-scale projects in hydraulicinfrastructure and roads, co-flnanced by the users, aimed at producing imrnediateproductivity gains, instead of major public works; promottng an efficient utilization ofresources through World Bank-funded programs (The Workl Bank has granted a $400million credit to the Secretariat of Agriculture andi Hydraullc Resources to be channeledto rural development, agricultural irrigation and drainage); trying to reduce disparitybetween producers, through the organization of producer groups and focusing ongovernment assistance to the middle third of growers with a greater potentiel forexpansion; exploring more aggressively joint ventures between communal, non-transferable "ejido" lands and private growers and investors to encourage greatercapital fiows towards the former, potentially productive areas. Some state that anagricuttural futures market, with option prices, la planned, based on Chicago Exchangeprices.

$everal processes have been set in motion to make agriculture a more attractivelnvestment: puaranteed prices for most basic products have been increased, bringingthem to withtn 20% of world prices compared to 70% in the eerly 1980s. Ultirnately, onlyfour basic cropa -corn, rice, wheat and beana- are to have guarantee prices in order toreinforce market derived aupply and distribution prices. Through the generel move fromimport substitution policies towards export oriented policies, the discrimination ageinstagriculture and towards manufacturlng will be reduced and inveatora will discover new,profitable opportunities to, explore in the agricultural sector. The govemnment's
commoclity import and distribution agency, Conasupo, la expected to continue ceding
ma~rket share to the private sector and gradually narrow its role to buying from the moreisolated producers and reselllng et subsidlzed prices to those consumera truly in need.Ultimately, the government wll continue to determine prices for corn and beans, whlle

1.6
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accortling to land use, land
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Mexico's production of the moat important crops between 1986 and 1989 was as

CRFOP 1988 1987 1988P 1989e

Rie360 390 300 319
Bas1,085 1,023 857 1,072
Con11,721 11,607 10,600 14,145

Wha 4.770 4,415 315 4,9

Barly 51 617350466
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$1,399 million to $1,462 million, could not counterbalance the adverse effect of a 25%increase in imports, from $1,396 million to $1,747 million The ensuing $285 million tradedeficit represented 44% of the country's total trade deficit. The predominant agriculturalproducts imported were feed grains, wheat, oiseeds, vegetable ous and planting seeds.Additionaly Mexico's imports of processed foods and beverages increased from $1,233million in 1988 to $2,014 million In 1989, while exports decreased from $1,363 million to$1,268 million. The U.S. accounts for some 80% of Mexico's imports, while CanadaAustraia and Argentina are the other major suppliers. Canadian exports to Mexico ofagricultural/food products were Cdn$152 milion in 1988, while imports amounted toCdn$127 million. Canada's maor exports were canola seed, skim mllk powder, wheat,breeding cattle, pork and beef offals and pork cuts. Principal Canadian imports fromMexico were fresh coffee, tomatoes, melons, peppers and orangeljuice.

MEXICO'S PRINCIPAIMOS AND EXPORTS
OF AGRICULTURAL PRODUCTS

(000 tons)

1988 1989 1988 1989
IMPORTS IMPORTS EXPORTS EXPORTS

Comn 3,303 3,649
Sorghum 1,147 2,665
Barley 8 125
Soya beans 1,098 1,110
Oilseeds 363 414
Rubber 60 65
Wheat 1,192 428 170 230
Fruits 22 63 626 7276 5 22 11

Veetbls33 55 862 8625155 245
Tornatoes 467 439
Cotton 8g 89
Chickpeas 52 59
Sesarne 31 32
Tobacco 10 12
Ixtle 9 13

Soume:. Comercio Exterior, June 1990

According to estimated figures for 1989, Mexico's total livestock population is made upof 25.6 million beef cattle, 15.3 million hogs, 118.2 million broiler chickens, 67 milon
layers, 4 rnllion turkeys, 10 million goats and 5.7 millon sheep. Total annual meat
production la 624,860 tons of beef, 714,000 tons of park, 531,352 tons of chicken,
14,396 tons of turkey, 31,143 tons of goat and 20,145 tons of mutton. Egg prodoaverages was 815,000 tons. The most important livestock producing states are Jalisco,

VercrzMexico, Michoacán, Sonora, Puebla, Chiapas, Chihuahua, Durango, Sonora

Beef cattle numbers rose four percent in 1989, maily because of good forage and feed
supplies. Mexico's cattle industry has undergone fndamental changes through the
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reduction in export taxes on steers ta stimulate beef production and investment, and theelimination of import permits on livestock. Swine animai numbers increased in 1989,
recovering from the previaus year's choiera outbreak and due ta lower tariff levels.Mexlco's exports of livestock increased from $203 million in 1988 ta $212 million in 1989,while imports decreased from $182 million ta $87 million. At the same time, meatexort remained constant at $25 million, while imports rose from $273 million ta $297million, equivalent ta 253 thousand tons.

6. MARKETACCESS

Sales in Mexico are usualy made through local agents and distributors, normallyoperating on a commission basis. Decisions should be taken on whether ta use anagent, joint venturing or licensinp with a Mexican cornpany. Mexico's market is highlycompetitive and companies which maintain an active presence in the market andestablish a good track record by virtue of produot performance, competitive price andservice wOil do well.

Ail suppliers of equipment or services, whether local or forelgn, ta a MexicanGovernment entity must be registered with the Secretariat of Programming and Budget(SPP) and with mhe Purchasing Department of the agency itself. All purchases aver aspecifled minimum are subject ta open tender bidding.
As a resuit of Mexlco's accession ta GATT, mhe Mexican Govemment has graduallyopened the economy ta international suppliera. Import duties have been lowered froma maximum 100% in 1983, to 20% since December, 1988. The officialilmport puicesystem has been totatly eliminated and import permits are required on only 325 of thetotal 11,950 items in the Mexican Tariff Act, none of which correspond ta equlpment forthis industry. Mexico adopted the Harmonized System of Tariff Nomenclature on July 1,1988.

The import conditions for agricultural machinery and equipment have Improvedsigniflcantly as a resuit 0f mhis commercial liberalization. Maximum duty rates have beenreduced ta 20% and prior import permits are no longer required on items in mhiscategory, neither new nor used.

Imports of agricultural machinery and equlpment are subject ta a 0%1/ ta 20% ad valorem"It assessed on the F.O.B. invoice value. In addition, a 0.8% customs processing feeis assessed on the invoice value. A 15% value added tax is then assessed on mhecumulative value of invoice plus the above taxes.
ibere are no officiai metric requirements applicable ta importa into Mexico, However,since mhe metric systemn of units ia by Iaw the officiai standard of weights and measuresin Mexico, knporters wlll usually require metric labeling for packaged goods, aithoughthe English system la aisa used. Dual labellng le acceptable. lmported products shouldbe labeled in Spanish containing the follawing information: namne of the product, tradename andl address 0f the manufacturer, net contents, serial number of equlpment, dateof manufacture, electrical epecifications, precautlonary information on dangerouspr4xlucts, instructions for use, handling and/or praduct conservation and manclatorystandards. Mexico adheres ta the International System of Units (SI). Electrical

20
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standards are the same as in Canada. Electric power is 60 cycles with normal voltagebeng 10, 220 and 400. Three phase and single phase 230 volt current is alsoava~iable.

Prepared by:
Caroline Vérut
for the Canadian Embassy
Mexico City
August 1990

*2
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UVLS.KNMLNT "0U ITS AGENCIES, IT 1
LY NtYMBER AS FOREIGN SUPPLIER.
tELATED INFORMATION.

lIA DE PROGRKACION Y PRESUPUESTO

(SPP)

gistration Procedures for Canadian
D the Mexican Go'v~eryuDent and its

now cannot be done by the foreign
be done by the coznpany's officiai
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Chamber of Commerce or Industry Chamber. Thisletter mnust be presented in its original forum andmust state that interested coznpany bas been legallyincorporateâ in accordance to the laws of thecountry and inust include the date of incorporation.
The letter cannot be more than six months old fromthe date it was issued. In addition it miust b.translated into Spanish and legalized by the Mexican
Consulat.. 1b

Limited power to local agent to act on behalf offoreign f irm on disputes and collection inatters.

A photocopy of saznple past invoices for each productto b. supplied duly translated and legalized by theMexican Consulat. with the date and the naines of the
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11Corporate name should appear exactly the samie in al
documents: (i.e.: spelling, company naines which
have changed over the yearis).

Legal representativels signature should be signed
separately on following documents:

* DR-i Payinent foi-ms
* Registry application foi-ms (boeh pages)
* Power of legal representative of company in
Canada.

* Copy of agency/representative contract in
Mexico.

* Liinited power to local agent.
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TRADE ASSOCIATIONS

SEMILLEROS, A.C.
- 601/602

(Seed Producars/Distributors ABs' n.)

ES DEL VSALLE DE MEXICO, A.C.
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