
TO NEARSHORE or NOT TO NEARSHORE

Q WHY 
nearshore? 

Nearshoring is the practice of a company moving its 
business activities or manufacturing to a nearby country 
or close to the destination/end consumer market.  

The ratification of United States – Mexico – Canada 
Agreement (USMCA), along with the impacts of the 
COVID-19 global pandemic and international trade 
tensions, has companies evaluating their opportunities to 
shift their manufacturing to Mexico to take advantage of 
the many benefits of nearshoring their production there.

BIENVENIDO A MÉXICO.  

WHAT  
is nearshoring?  

For example, Auto manufacturers must now certify that 75% 
of their steel and aluminum comes from Canada, Mexico or 
the U.S. to qualify for duty-free trade under the USMCA, up 
from 62.5% under NAFTA. 

In addition, there is a Labor Value Content (LVC) requirement, 
stipulating that a certain percentage of a finished vehicle is 
made by workers earning a minimum of $16 per hour.

U.S. companies working through new rules of origin requirements under the USMCA will 
have to make decisions about whether nearshoring more operations to Canada or 
Mexico, or absorbing tariff costs from overseas suppliers, is the better financial  
and/or logistical option.

Because of these changes, more auto parts manufacturing companies with operations 
in China are likely to increase their presence in North America by nearshoring work that 
was previously done in the Far East to Mexico.  

Mexico is in a position of strength to welcome new investment opportunities and 
diversify its inflow of foreign investment.  
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BIENVENIDO A MÉXICO.  

Trade advantages: Mexico has 14 free trade agreements with 
over 50 countries representing more than 60% of the world´s GDP.

Economic Benefits: 

Workforce Benefits:
Competitive labor costs:  A robust labor force means Mexico can remain  
competitive, while still keeping wages cost-friendly.

Highly trained workforce:  Mexico places an emphasis on education  
in industrial related fields.
Young workforce:  Mexico also has a relatively young population that will  
continue to provide a robust workforce for generations to come.  

Infrastructure support: In Mexico, transportation and communications infrastructure has 
been upgraded promoting the flow of freight over the border, reducing bottlenecks 
and improving logistics for U.S. – Mexico cross-border trade.
Easier rebound to supply chain during global events: It is expected that companies will 
be increasingly inclined to diversify their risks as opposed to ‘putting all their eggs in one 
basket’ moving forward.  

How to get started on your nearshoring exploration: Once you’ve determined 
that nearshoring is a possibility for you, the next step is to explore the best location within 
Mexico for you and your industry. Kansas City Southern’s network expands across 17 
Mexican states – including the industrial heartland and manufacturing clusters of Mexico 
– and is ready to partner with you to find the right location and begin the steps to build 
to suit and establish rail service.  
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1  Companies should consult with their own tax advisor to determine eligibility for specific  
 tax-treatment benefits.

GDPBENEFITS OF NEARSHORING: 

Favorable tax factors: the amount a company pays in overall  
taxes might be even lower if the company takes advantage of  
Mexico’s Maquiladora Program or the country’s Special Economic Zones.1

Shorter supply chain to destination markets: U.S.’ proximity to Mexico is  
a major advantage to businesses seeking to nearshore their operations. 

Geograhic Benefits 

 
• For example, transporting goods from Mexico to New York can take about 6 – 12 

days while going from Shanghai to New York can take about 35 days. Mexico to  
Los Angeles is 4 days where Shanghai to Los Angeles, 22 – 26 days.  

• Components can be sourced from the U.S., assembled in Mexico, and shipped 
back to the U.S. in a short amount of time. 

Improved time management for greater efficiency and productivity: Mexico is in the 
same time zones as the U.S. (Pacific, Mountain and Central).  
Fewer language communications barriers: As more Americans speak Spanish and 
more Mexicans are speaking English, the once issue of a language barrier is less of 
an issue in today’s marketplace.   
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