


surged by 34.2 percent. Total imports
fell by less than 8 percent, but
imports of capital goods plunged by
32 percent. As a result, Mexico's
merchandise trade balance was
transformed into a US $4.5 billion
surplus, in contrast to the deficit of
US $12.1 billion in the same period
the year before.

As a result of these dramatic changes,
Mexican manufacturers now face a
new reality. The gross domestic
product (GDP) is expected to fall by
4 percent or more during 1995, and
this has undermined most domestic
product markets. This leaves manu-
facturers with little choice but to
export if they expect to survive and
prosper.

L
THE MACHINE TOOL
SECTOR

Machine tools are used by manu-
facturers to shape or form parts
made of materials such as metal,
plastic, wood, ceramics and rubber.
Traditionally, these functions have
been performed using conventional
machine tools such as lathes, milling
machines, boring machines and the
like. Over the past decade or so,
machining tasks have increasingly
been accomplished using computer
controlled machine tools. This makes
the manufacturing process both
more flexible and more consistent.
The first numerically-controlled (NC)
equipment used computers to gener-
ate electronic patterns that were
then transferred to the machine tool
using an intermediate medium, such
as punched paper tape. Modern
machine tools are completely
integrated with the computers that
control them.

The trend towards computer control-
led machinery is less advanced in
Mexico than it is in Canada. This is
partly because there is no significant
production of this type of equipment
in Mexico. The principal distinction

between equipment types in the
Mexican market is between comput-
erized numerically-controlled (CNC)
and direct numerically-controlled
(DNC) tools. As these terms are
understood in Mexico, CNC equip-
ment includes an integrated micro-
computer capable of executing
extemally controlled designs. DNC
equipment is connected to an
external computer, which may
directly control one machine or a
network of machines. The latter
configuration is known as distri-
buted numerical control. The term
NC is widely used to refer to all
computer controlled equipment.

Computer assisted manufacturing
(CAM) systems include NC machine
tools, related computer assisted
design (CAD) and computer assisted
engineering (CAE) systems. Industrial
robots are also gradually being intro-
duced into the Mexican industry. The
use of these technologies, however,
is not nearly as advanced in Mexico
asitis in Canada and the United
States.

THE ROLE OF IMPORTS

There are a wide variety of estimates
of the size of the Mexican import
market for machine tools and related
equipment. Although the Mexican im-
port statistics follow the Harmonized
System (HS) of commodity classifi-
cation, there is no clear definition of
which products define this industry.
Some published estimates are
limited to metalworking tools, and
others focus only on numerically-
controlled (NC) equipment.

The statistics presented in this section
present a very broad view of the
industry. They include equipment for
both metalworking and plastics
manufacture. They include both NC
and conventional machine types. In
addition, they include tools, dies and
moulds as well as the machines that
use them. By this definition, imports
totalled US $1.4 billion in 1994.

This total can be divided into three
major categories of roughly equal
proportions: machine tools for metal-
working, machine tools for working
non-metals, as well as tools, dies
and parts.

I
Mexican Imports from the World
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CUSTOMERS

Advanced machine tools are used by
many industries in Mexico, induding
the automotive, autoparts, appliance,
tools and plastics industries. Large
factories operated by multinational
corporations are the most important
because they are in a better position
than smaller firms to invest in import-
ed technology. On the other hand,
many of their purchasing decisions
are made outside Mexico. For this
reason, the larger Mexican-owned
manufacturers, especially those
which export, are often the best
prospects for Canadian suppliers.

Small- and medium-sized enterprises
represent a large untapped market
that will develop more fully once the
economy has stabilized. They are in
great need of modemization and are
the target of govemment programs
to encourage the rationalization of
Mexican industry. In the short term,
however, the lack of financing will
prevent many of these firms from
investing in numerically-controlled
(NC) machine tools.

Automotive Industry

The automotive industry is Mexico's
second largest source of foreign
exchange, after the petroleum sector.
The original equipment manufac-
turers (OEMs) make up an estimated
20 percent of the market for
imported machine tools in Mexico.

According to executives of major auto-
mobile manufacturers who were
interviewed for this profile, their
demand for numerically-controlled
(NC) machinery has not been severe-
ly affected by the devaluation. This is
true even though domestic sales have
dropped because of price increases
brought about by the decline of the
peso in December 1994.

Autoparts

The autoparts industry, composed of
about 540 firms, accounts for about
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15 percent of the numerically-con-
trolled (NC) machine tools market.
About two-thirds of autopart manu-
facturing plants are located in the
Mexico City area. Other production
centres include Monterrey, Querétaro,
Puebla, Toluca and Guadalajara. The
largest autoparts firms produce for
original equipment manufacturers
(OEMs), for maquiladora plants and
for export. Mexico directly exports
about US $500 million worth of
autoparts annually.

Hand tools

Black and Decker is the leading
company in the hand tools industry.
The company exports extensively,
and has therefore benefitted from
the devaluation. As a result, it
continues to import numerically-
controlled (NC) tools at pre-
devaluation levels and may increase
imports in the future. A Black and
Decker representative stated that
exports in 1996 are expected to
increase by between 40 and 70
percent over 1994 levels.

Railways

Ferrocarriles Nacionales de México
(FNM), the Mexican national railway,
uses machine tools extensively in its
maintenance operations. Seven of
the company’s maintenance centres
are in the process of privatization.
Mexico's railroad system has seen
very little modernization since it was
constructed in the late nineteenth
century. As a result, the privatization
of the system will involve large
investments in new equipment and
facilities. Canadian firms could
conceivably supply machine tools to
firms buying concessions from FNM,
most of which are expected to be
foreign.

Metalworking Industry

The metalworking industry consists
of some 140,000 manufacturing
plants and metalworking shops. These
companies are very diverse in terms

of size and level of technology.
Although some companies use
advanced numerically-controlled
(NC) production equipment, most
continue to rely upon antiquated
conventional machine tools.
Equipment in small machine shops
is generally 15 to 20 years old. This
results in quality variations and
makes it difficult to comply with
strict intemational standards.

Steel Industry

The Mexican steel industry has under-
gone drastic changes in recent years.
In 1982, the Mexican government
began to relax its control over steel
production by privatizing more than
50 steel production fadilities, convert-
ing others to different uses and
closing down the least efficient.

Packaging and Bottling
Industry

The packaging and bottling industry
has around 350 companies. This
industry consumes 45 percent of
machinery, moulds and dies for plas-
tics manufacture. Packaging is one
of the larger users of numerically-
controlled (NC) equipment within
this industry. However, soft drink
bottling is the exception.
Representatives of Grupo Femsa,
which bottles Coca-Cola, said in
interviews that very little NC equip-
ment is used in the bottling process.

Home Appliance and
Household Products Industries

The manufacture of home appliances
and household products requires
the shaping of both metals and
plastics. There are approximately

60 companies that manufacture
electrical consumer goods. Among
the most important are General
Electric, Koblenz, Black and Decker,
Philips, Braun, Motorola, Panasonic,
BENDIX, Crolls Mexicana, Whirlpool,
Hoover, Kenmore, IEM, and
Sunbeam Mexicana.
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In the metalworking field, milling,
stamping and moulding machines as
well as lathes can be either NC or .
non-NC. But because of the current
low level of technology in the
manufacturing industry and the need
to modernize, NC equipment is in
greater demand. In addition, the
market is gradually shifting from unit
construction machinery to
multistation transfer machines.

Used Equipment

Used refurbished equipment is
usually sold through direct contact
between buyers and sellers. The
periodical Industria carries many
advertisements for used equipment
and from firms seeking particular
products. It is common for multina-
tional corporations to transfer used
equipment from their facilities in
other countries. The capital shortage
is the principal force driving this
market. Rebuilt equipment is likely
to be more acceptable if the seller
can offer after-sales service.

Consulting Services

Consulting services for computer
assisted design (CAD) and computer
assisted manufacturing (CAM) are in
particularly high demand, especially
in the areas of new programs,
technical assistance and training.
Many Mexican firms are presently
trying to meet the ISO 9000 quality
standards. Many see the use of
numerically-controlled (NC) tools as
part of the solution, and this is
creating specific demands for
assistance from foreign experts.
Canadian companies have a market
advantage in professional services.
Services differ from physical
products in that there is a human
element involved that goes beyond
price and technical specifications.

THE REGULATORY
ENVIRONMENT

Compared with other sectors of the
Mexican economy, the market for
machine tools is not heavily regulated
and there are few barriers to foreign
participation. The govemment is
attempting to maintain a register of
all industrial machinery and equip-
ment in use in Mexico. For this
reason, end users must register all
machinery with the Delegacion
Federal del Trabgjo, Federal Labour
Delegation, which maintains an
office in each state. No registration
is required for manufacturers, distri-
butors or vendors of machinery.

There are some 300 Normas
Oficiales Mexicanas (NOMs), official
standards, covering industrial
products. Importers of products
subject to these standards must have
them tested in Mexico and obtain a
certificate of compliance prior to
importation. The regulations are in a
state of constant revision and expor-
ters should verify the requirements
with the importer before the goods
leave Canada. The requirement for
testing to be done in Mexico is being
phased out under the North
American Free Trade Agreement
(NAFTA), and in general, equipment
that meets Canadian standards will
not face obstacles in Mexico.

MARKET ENTRY
STRATEGIES

Canadian companies that have
succeeded in Mexico almost always
point to the need for a long-term
local presence. Mexicans like to do
business with people they know,
and demonstrated staying power is a
key element of market entry. This is
especially true for products that are
not well-known in Mexico.

Traditionally, an arrangement with a
distributor or agent has been the

most common method of establish-
ing local presence. Usually, these
companies are both importers and
distributors, and represent several
firms. Distributors usually work
through catalog orders, and they
normally do not maintain large
stocks of tools or spare parts. As a
result they have often been unable
to provide the service that customers
need. Another problem is that used
machinery is very seldom handled
by distributors.

Financing

Until recently, virtually all sales of
imported custom machine tools were
done on a cash basis. Increased
competition has since forced import-
ers to offer more flexible financing
terms. Manufacturers from Germany
and Japan have been able to increase
their market share at the expense of
American manufacturers by offering
more attractive financing packages.
Almost all sales of machine tools
now include some sort of financing
through the manufacturer in order to
avoid the high cost of raising capital
in Mexico.

Trade Shows

As in other sectors, trade shows are a
popular way to introduce equipment
and to meet potential clients and
prospective partners. Typically,
machine tools and related equipment
are shown at trade shows focussing
on particular user industries. The
following shows usually include
participation from machine tool
manufacturers:

» Flectric México. The first annual
Mexican Conference and
Exhibition on the Electronics
Industry was held in September
1995 at the World Trade Centre in
Mexico City.

* Exposicién Nacional Ferretera.
The Seventh Annual National
Hardware Exhibition was held in
Guadalajara, September 1995.
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Expo Cihac. The annual,
Construction and Housing Industry
Exhibition was held at the World
Trade Centre in Mexico City,
October 1995.

Plastics USA. This annual plastics
trade show, held in Chicago, is
sponsored by the Society of the
Plastic Industry and is attended by
many Mexican plastics manufac-
turers. The 1995 show was held
in September.

Maquinamex y Metalmex. A
machine tools international
exposition was held in 1994, at
the World Trade Centre in Mexico
City. It was organized by the
Asociacion Mexicana de
Distribuidores de Maquinaria
(AMDIMA), Mexican Association
of Machinery Distribution.

The best source found for information
on upcoming trade shows is the
periodical /ndustria.
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KEY CONTACTS

CANADA
Canadian Government

Department of Foreign Affairs and
International Trade (DFAIT)

DFAIT is the Canadian federal
government department most
directly responsible for trade
development. The InfoCentre
should be the first contact point for
advice on how to start exporting. It
provides information on export-
related programs and services, acts
as an entry point to DFAIT’s trade
information network, and can
provide copies of specialized export
publications and market information
to interested companies.

InfoCentre
Tel.: 1-800-267-8376 or
(613) 944-4000

Fax: (613) 996-9709

FaxLink: (613) 944-4500

InfoCentre Bulletin Board (IBB):

Tel.: 1-800-628-1581 or
(613) 944-1581

Commercial Division of the
Embassy of Canada in Mexico can
provide vital assistance to Canadians
venturing into the Mexican market.
The trade commissioners are well-
informed about the market and will
respond in whatever measures
possible to support a Canadian firm's
presence in Mexico.

Note: to telephone Mexico City, dial:
011-52-5 before the number shown.
For contacts in other cities in Mexico,
consult the international code listing
at the front of your local telephone
directory for the appropriate regional
codes.

Commercial Division

The Embassy of Canada in Mexico
Schiller No. 529

Col. Polanco

Apartado Postal 105-05

11560 México, D.F.

México

Tel.: 724-7900

Fax: 724-7982

Canadian Consulate

Edificio Kalos, Piso C-1

Local 108-A

Zaragoza y Constitucién
64000 Monterrey, Nuevo Le6n
México

Tel.: 344-3200

Fax: 344-3048

Canadian Consulate
Hotel Fiesta Americana
Local 30-A

Aurelio Aceves No. 225
Col. Vallarta Poniente
Guadalajara, Jalisco
México

Tel.: 616-6215

Fax: 615-8665

International Trade Centres have
been established across the country
as a convenient point of contact to
support the exporting efforts of
Canadian firms. The centres operate
under the guidance of DFAIT and all -
have resident trade commissioners.
They help companies determine
whether or not they are ready to
export, assist firms with market
research and planning, provide access
to govemment programs designed
to promote exports, and arrange for
assistance from the trade commis-
sioners in Ottawa and trade officers
abroad. Contact the International
Trade Centre nearest you.

World Information Network for
Exports (WIN Exports) is a
computer-based information system
designed by DFAIT to help Canada’s
trade development officers abroad
match foreign needs to Canadian
capabilities. It provides users with
information on the capabilities, expe-
rience and interests of more than
23,000 Canadian exporters. To register
on WIN Exports, call (613) 996-5701,
or fax 1-800-667-3802 or

(613) 944-1078.

International financing institutions,
including the World Bank and the
Inter-American Development Bank,
provide funds to Mexico for a wide
variety of specific projects. DFAIT
helps Canadian exporters interested
in pursuing multilateral business
opportunities that are financed by
international financing institutions.
For further information, call (613)
995-7251, or fax (613) 943-1100.

Market Intelligence Service (MIS)
provides Canadian businesses with
detailed market information on a
product-specific basis. The service
assists Canadian companies in the
exploitation of domestic, export, tech-
nology transfer and new manufactur-
ing investment opportunities. MIS is
offered free of charge by fax, letter
or telephone. For more information,
call (613) 954-5031, or fax

(613) 954-2340.
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Department of Industry

Automotive Branch
Department of Industry
Regional Office

1 Front Street West, Fourth Floor
Toronto, ON M5J 1A4

Tel.: (416) 973-5167

Fax: (416) 973-5131

Canadian International
Development Agency (CIDA)

CIDA is an important possible source
of financing for Canadian ventures in
Mexico. A special fund.is available
through the CIDA under the Industrial
Cooperation Program (CIDA/INC).
This program provides financial con-
tributions to stimulate Canadian
private-sector involvement in
developing countries by supporting
long-term business relationships
such as joint ventures and licensing
arrangements. For more information,
call (819) 997-7905/7906, or fax
(819) 953-5024.

Export Development Corporation
(EDC)

EDC is a customer-driven, financial
services corporation dedicated to
helping Canadian businesses succeed
in the global marketplace. EDC
provides a wide range of risk
management services, including
insurance, financing and guarantees
to Canadian exporters and their
customers around the world.

EDC has established relationships
with leading commercial and public
sector institutions in Mexico and
Latin America. Exporters can call
(613) 598-2860 for more information.
Smaller exporters, with annual export
sales under C $1 million, should call
the Emerging Exporter Team at
1-800-850-9626. Exporters in the
information technology industry can
call EDC's Information Technologies
Team at (613) 598-6891. For infor-
mation on the full range of EDC
services, call (613) 598-2500, or fax
(613) 237-2690.

MEEY

Revenue Canada

Revenue Canada, Customs Program
Branch provides a NAFTA Help Desk
telephone line with service available
in Spanish. For information, call
(613) 941-0965.

Sponsoring Organizations

Baker & McKenzie
Barristers & Solicitors
BCE Place

181 Bay Street

Suite 2100

Toronto, ON M5J 2T3

Tel.: (416) 865-6910/6903
Fax: (416) 863-6275

Business and Professional
Associations

Canadian Tooling and Machining
Association

140 McGovern Drive

Unit #3

Cambridge, ON N3H 4R7

Tel.: (519) 653-7265

Fax: (519) 653-6764

Canadian Association of Mold
Makers

424 Tecumseh Road East
Windsor, ON NB8X 2R6

Tel.: (519) 255-7863

Fax: (519) 255-9446

Canadian Plastics Institute
5925 Airport Road

Suite 515

Mississauga, ON L4V 1W1
Tel.: (905) 612-9997

Fax: (905) 612-8664

Society of Plastics Institute
5925 Airport Road

Suite 500

Mississauga, ON L4V 1W1
Tel.: (905) 678-7748

Fax: (905) 678-0774

Aerospace Industries Association
of Canada

60 Queen Street

Suite 1200

Ottawa, ON K1P 5Y7

Tel.: (613) 232-4297

Fax: (613) 232-1142

Machinery and Equipment
Manufacturers’ Association
of Canada

116 Albert Street, Suite 701
Ottawa, ON K1P 5G3

Tel.: (613) 232-7213

Fax: (613) 232-7381

Canadian Council for the Americas
Executive Offices

360 Bay Street

Suite 300

Toronto, ON M5H 2V6

Tel.: (416) 367-4313

Fax: (416) 367-5460

Canadian Exporters’ Association
99 Bank Street

Suite 250

Ottawa, ON K1P 6B9

Tel.: (613) 238-8888

Fax: (613) 563-9218

Canadian Manufacturers’
Association

75 Intemational Boulevard
Fourth Floor

Etobicoke, ON M9OW 619
Tel.: (416) 798-8000

Fax: (416) 798-8050

The Canadian Chamber of
Commerce

55 Metcalfe Street

Suite 1160

Ottawa, ON K1P 6N4

Tel.: (613) 238-4000

Fax: (613) 238-7643

Forum for International Trade
and Training Inc.

155 Queen Street

Suite 608

Ottawa, ON K1P 6L1

Tel.: (613) 230-3553

Fax: (613) 230-6808

Language Information Centre
240 Sparks Street RPO

Box 55011

Ottawa, ON K1P 1A1

Tel.: (613) 523-3510

Open Bidding Service
P.O. Box 22011

Ottawa, ON K1V 0W2
Tel.: 1-800-361-4637 or
(613) 737-3374
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Canadian Standards Association
178 Rexdale Blvd.

Rexdale, ON M9W 1R3

Tel.: (416) 747-4000

Fax: (416) 747-4149

Standards Council of Canada
45 O'Connor Street

Suite 1200

Ottawa, ON K1P 6N7

Tel.: (613) 238-3222

Fax: (613) 995-4564

Mexican Embassy in Canada

'Embassy of Mexico
45 Q'Connor Street
Suite 1500

Ottawa, ON K1P 1A4
Tel.: (613) 233-8988
Fax: (613) 235-9123

MEXico
Government Departments

Secretariat of Commerce and
Industrial Development
Secretaria de Comercio y Fomento
Industrial (SECOFI)

Sub-Secretaria de Promocion de la
Industria y el Comercio Exterior
Insurgentes Sur No. 1940 — P.H.
Col. Florida

01030 México, D.E.

México

Tel.: 229-6560/6561, 229-6100
Fax: 229-6568

Mexican National Railway
Ferrocarriles Nacionales de México
(FNM)

Av. Jesus Garcia No. 140

Piso 13, Ala “A”

Col. Buenavista

06358 México, D.F.

México

Tel.: 547-3556/7920

Fax: 547-0959
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National Oil Company
Petréleos Mexicanos (PEMEX)
Av. Marina Nacional No. 329
Col. Huasteca

11311 México, D.F.

México

Tel.: 725-2200, 250-2611

Fax: 625-4385

Houston Purchasing Offices
Petréleos Mexicanos (PEMEX)
3600 South Gessner, Suite 100
Houston, TX 77065

USA

Tel.: (713) 978-6269

Fax: (713) 978-6298

Business and Professional
Association in Mexico

National Chamber of the Iron and
Steel Industry

Cdmara Nacional de la Industria del
Hierro y del Acero (CANACERO)
Amores No. 338

Col. del Valle

03199 México, D.F.

México

Tel.: 543-4443 to 4447

Fax: 687-0517

Mexican Industrial Plastics
Institute

Instituto Mexicano del Pldstico
Industrial, S.C. (IMPI)
Insurgentes Sur No. 954, Piso 1
Col. del Valle

03100 México, D.F.

México

Tel.: 669-3325

Fax: 687-4960

National Association of the
Plastics Industry

Asociacién Nacional de las
Industrias del Plastico, A.C. (ANIPAC)
Av. Parque Chapultepec No. 66-301
Col. El Parque

53390 Naucalpan, Estado de México
México

Tel.: 576-5547

Fax: 576-5548

National Association of the
Computer Programming Industry
Asociacién Nacional de la Industria
de Programas para Computadoras
(ANIPCO)

Insurgentes Sur No. 1677-304

Col. Guadalupe Inn

01020 México, D.F.

México

Tel.: 663-3510/662-3632

Fax: 662-5880

Association of Representatives,
Importers and Distributors of Auto
Repair Parts and Accessories
Asociacién de Representantes,
Importadores y Distribuidores de
Refacciones y Accesorios para
Automdviles, A.C. (ARIDRA)
Morelia No. 38-305 ‘

Col. Roma

06700 México, D.F.

México

Tel.: 514-3721, 525-2820

Fax: 207-6476

National Auto Parts Industry
Industria Nacional de Autopartes,
AC (INA)

Amatlan No. 19

Col. Condesa

06140 México, D.F.

México

Tel.: 553-2224/0921

Fax: 286-4101

Association of Auto Repair Shops
Asociacion Nacional de Talleres
Automotrices, A.C.

Fernando Rosas No. 745

Col. Barrio de San Miguelito

78330 San Luis Potosi, San Luis
Potosi

México

Tel.: 12-4766

Fax: 12-5706
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Mexican Association of Machinery
Distributors

Asociacién Mexicana de
Distribuidores de Maquinaria
(AMDIMA)

Tenayuca No. 107

Col. Vertiz Narvarte

03600 México, D.F.

México

Tel.: 604-8654/8753

Fax: 605-2877

National Chamber of
Manufacturing Industry

Cémara Nacional de la industria de
Transformacion (CANACINTRA)

Av. San Antonio No. 256

Col. Ampliaciéon Napoles

03849 México, D. F.

México

Tel.: 563-3400

Fax: 563-5381

The Canadian Chamber of
Commerce in Mexico
Camara de Comercio de Canadd en
México

¢/o Bombardier

Paseo de la Reforma No. 369
Mezzanine

Col. Juarez

06500 México, D.F

México

Tel.: 729-9903, 207-2400
Fax: 208-1592
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National Chamber of Commerce of
Mexico City

Cdmara Nacional de Comercio de la
Ciudad de México (CANACO)

Paseo de la Reforma No. 42

Col. Judrez

06030 México, D.F.

México

Tel.: 592-2677/2665

Fax: 705-7412, 592-3571
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