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Mexico 1s ready and able to buy American

Remember the images of Mexico
portrayed recently on American televi-
sion during the debates on the North
American Free Trade Agreement?

Mexican poverty and limited buying
power were (wo objections raised to the
treaty. It was suggested that Mexicans
would not be able to overcome such
problems and compete in the global
marketplace.

Now we are beginning to see that
those objections were faulty. American
retailers have spared little time and
money in expanding their presence in
Mexico since the passage of NAFTA.

The list is long and distinguished:
Cinemark, Home Depot, J.C. Penncey
Co., Pilgrim’s Pride, Pier | Imports,
Sam's Club, Tidy Car Centers, Block-
buster Entertainment, Dillards, Ath-
lete’s Foot Group, Pizza Hut and
numerous others. Each of these compa-
nies was able to look beyond the nega-
tive publicity surrounding NAFTA to
discover a marketing gold mine.

To be sure, American businesses
have some reason to be skeptical about
Mexico since the average Mexican
earns about seven times less income
than the average American. Although
not initially obvious, American mar-
keters soon discovered other interesting
facts about consumers in Mexico:

B The Mexican population is grow-
ing at a fast pace. Over a 20-year peri-
od, Mexico nearly doubled its popula-
tion from 48.2 million in 1970 to 81.2
mifion in {990, and is currently esti-
mated to be 85 million with an aggre-
gate income approaching $60 billion
(U.S. dollars.)

B The typical Mexican
household is not burdened
by the same level of debt
as ULS. houscholds. Use of
credit is not widespread in
Mexico, while mortgages
are substantially lower than
U.S. households. Moreover,
Mexico’s middle class is
distinctly younger than its
American counterparts, sug-
gesting a proportionately higher
demand for houschold goods as
young Mexicans set up lheir‘

N

households.

B Branded products are impor-
tant to Mexican consumers. Indeed,
Mexicans are more brand conscious and
tess price sensitive than American con-
sumers. Furthermore, Mexicans prefer
American over Mexican products,
believing that American products are
higher quality.

M Mexican spending patterns can dif-
fer markedly from American spending
patterns. For example, the average
Mexican household spends about one-
third of its income on food — nearly
twice the percentage for the average
U.S. household.

While the market opportunities in
Mexico are abundant, American mar-
keters have learned to accept higher
levels of risk since they have not had
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access to the traditional sources of
demographic and marketing information
that is more commonly available in the
u.s.

Indeed, Mexico’s census bureau,
INEGL, computerized its census of the
population for the first time in 1990.
Moreaver, identifying the best media
alternatives can be complicated when
choosing among the 920 radio stations,
80 newspapers and numerous television
and cable alternatives in Mexico.

Fortunately, this significant gap in
consumer information is about to
change. Recognizing the dearth of
information available on consumers in
Mexico, Rincon & Associates designed
and implemented a study of the con-
sumer market in three major metropoli-
tan arcas: Mexico City, Monterrey and
Guadalajara.

By conducting 1200 personal inter-
views from randomly selected house-
holds, the study provides demographic
characteristics, shopping preferences,
brand preferences, media usage and
litestyle profiles. We also looked at
import and export trends between the
U.S. and Mexico.

The report is scheduled for release

by Oct. 30, 1994, but here are some
preliminary findings.

B Cable television penctration is
generally low with about one Mexican
household in 10} subscribing. But VCR
penetration is high with seven in 10
Mexican houscholds owning a VCR.

W Mexicans place more importance
on a product’s brand name than its
price. Less than one-third say that they
usually buy a cheaper product, regard-
less of the product’s name.

B Nearly nine out of 10 Mexicans
say they would have more respect for
foreigners that try to speak their lan-
guage. This coupled with the fact that
the number of people who <peak Eng-
lish well is low suggests that foreign
businessmen should learn Spanish when
trying to do business in Mexico.

B Stightly over half of Mexican
households have a telephone

Our study can help idennty the best
market segment for a praduct, the most
appropriate media vehicles to reach the
targeted segment, the best stores to
place a product and cultural factors that
may influence the purchase ot o partic-
ular product.

It reinforces the conclusion many big
retailers have arrived at since NAFTA
became law, namely that Mexicans are
ready and able to buy U.S. products.

Edward T. Rincon is president of
Rincon & Associates, which specializes
in market research in the U.S. and
Mexico. He can be reached at (214
349-8984.
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