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Abstract 

The purpose of this paper is to assess the essential operational elements of human resources operations 

in Mexico for a medium-sized multinational organization and to provide a practical model for an HR and 

staffing structure based on the current state of the Mexican labor market, mandatory employer 

obligations, regional security concerns, culturally accepted practices, and the needs of expats working for 

the company. The key findings were that there are many informal workers in the Mexican labor force, 

significant differences between regions in terms of skills and infrastructure and that employers have 

mandatory obligations such as paying social security contributions and providing other mandated 

benefits that need to be included in total cost of labor calculations. The security issues associated with 

conducting business in Mexico vary depending on the region and therefore require that the company 

develop formal HR-security protocols for employees, establish systems to support employees in 

emergency situations, and create plans to deal with emergencies. In addition, there are cultural aspects 

of doing business in Mexico that include developing personal relationships, respecting hierarchy, and 

communicating in Spanish, which will influence how employees will be engaged and developed, and how 

leadership development programs will be designed. The recommended strategy includes a local-first 

approach to staffing supplemented by a small group of time-limited expat leaders who are responsible 

for governance, capability development and ensuring that all applicable laws and regulations are being 

complied with; this will also include the use of hybrid work arrangements when possible, creating 

targeted talent pipelines and providing expats with support for their families and preparation for their 

eventual return home. This paper also provides recommendations for the establishment of HR-structures 

and governance processes at both the local and corporate levels so that the company can ensure 

compliance with all applicable laws and regulations related to employment, protect its employees from 

harm, and ensure that the company's workforce is able to grow and develop over time. 
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Introduction 

​ An HR model that addresses all of the legal issues, cultural differences, operational challenges, 

and expatriate needs will be required to successfully expand your operations into Mexico. In order to 

provide this information I have synthesized data on the Mexican labor market, its statutory 

requirements, security concerns, cultural factors, and expatriate considerations to assist you in selecting 

a HR/Staffing Model for a mid-sized MNC entering the Mexican Market. The recommendations 

emphasize a local-first staffing approach supported by a small expatriate leadership team and robust HR 

processes for engagement, mobility, and compliance (OECD, 2024; World Bank, 2024). 

Mexico’s Labor Market 

Overview and Key Characteristics 

​ The Mexican labor market has a significant informal component; substantial regional disparity in 

job opportunity; and increasing, but unevenly distributed, skilled workforce. Urban centers such as 

Mexico City, Monterrey, and Guadalajara concentrate formal employment and technical talent, while 

many southern and rural areas remain under‑served by formal job creation (OECD, 2024). Businesses will 
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find relatively low labor costs compared with other developed economies but will need to train or 

develop their employees to fill higher value roles due to a lack of existing skilled workers. 

Implications for Recruitment and Talent Pipelines 

​ HR teams need to expand their sourcing options because informality is still a problem. Therefore, 

they should use a combination of formal recruitment methods (such as job boards and professional 

networks), and partnership opportunities with local universities, technical schools, and recruitment 

process outsourcing (RPO) firms in order to source both entry-level and skilled workers. Apprenticeship 

and on-the-job training programs can convert informal labor pools into reliable, compliant workforces for 

manufacturing and services roles (World Bank, 2024). 

Workforce Security Concerns 

Nature of Security Risks 

​ In Mexico, regional variations exist for types of security risks as well as the potential for 

organized crime and its activities including extortion, theft of cargo and localized acts of violence 

affecting employee’s, supplier's and logistics operations. These risks are not uniform across the country; 

many industrial zones and business districts operate with routine security measures, while other areas 

require heightened protocols (OSAC, 2025). 

HR and Operational Responses 

​ The Human Resources Department needs to be in partnership with Security, and Operations 

Teams to build layers of protection; Location-specific Risk Assessments, Secure Transportation for 

Employees, Controlled Access to Facilities, Emergency Communication Plans, Employee Training on 

Personal Safety, and Incident Reporting; HR should also provide support services—such as counseling 

and temporary relocation assistance—when employees are affected by security incidents (OSAC, 2025). 
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Legal and Regulatory Environment 

Labor Law and Statutory Benefits  

​ Federal labor law for Mexico as well as federal regulations obligate employers to comply with a 

number of statutory provisions and benefits. Statutory obligations common to many are required social 

security contributions (IMSS), housing fund contributions (INFONAVIT), a year-end bonus (aguinaldo), 

paid vacations/vacation premium, and profit sharing (PTU) in some instances; employer payrolls taxes, 

etc.. These statutory costs must be incorporated into total labor cost models and payroll systems 

(PayrollMexico, n.d.). 

Trade Agreements and Labor Standards 

​ Mexico’s collective bargaining rights and worker protections are improving under the USMCA 

and other labor law reforms. In light of this, employers will likely face greater examination of their labor 

practices, an increase in union activity, and a requirement for transparency as it relates to their labor 

relations processes. The Federal Labor Law, along with all applicable sector-specific laws governing your 

business, must be reflected in both your company's Human Resource (HR) policies and employment 

contracts. In addition to these changes, the USMCA has created mechanisms that allow for cross-border 

enforcement and monitoring of each country's labor commitment and obligations, which can impact 

multinational compliance. HR policies and employment contracts must be aligned with the Federal Labor 

Law and with any sector-specific regulations that apply to the business (USTR, n.d.). 

Immigration and Work Authorization 

​ I n Mexico, foreign nationals must have valid authorization (visa/work permit) to legally work in 

Mexico and therefore, HR must collaborate with an immigration attorney to obtain 
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temporary/permanent visas for international workers, as well as ensure that their employment in 

Mexico complies with applicable Mexican immigration regulations. 

Cultural Context 

​ Mexican business culture places a strong emphasis on personal relationships, respect for 

hierarchy, and indirect communication styles; building trust through face‑to‑face interactions and 

demonstrating respect for local norms and seniority are important for effective leadership and employee 

engagement (Commisceo Global, n.d.). While many business professionals can communicate in English - 

particularly in large multinational corporations or city-based offices - it is essential that all Human 

Resources (HR) communications and training are provided in Spanish to support a more inclusive and 

clear communication environment. Work-life balance and employee loyalty are influenced by an 

employee's family and community ties and culture. 

The way employees negotiate with their managers, how long they take to make decisions on 

issues and who will lead an organization are all culturally determined and therefore an expatriate 

manager needs to understand these cultural dynamics when conducting business in a foreign country. 

Recognizing and celebrating local holidays, religious traditions and customs through scheduling, 

recognition programs and benefits design will help create an inclusive work environment for all 

employees. Understanding and appreciating regional cultural differences such as indigenous populations 

and local dialects will contribute positively to community relations and recruitment efforts. 

Recommended Staffing Strategy 

​ The main method is to employ local employees in operational, technical, and management 

positions, and also to deploy a small number of expatriate executives for the establishment phase, 

regulatory oversight, and to transfer capability to the local staff. Hiring locally provides for both the 

economic advantage of lower labor costs as well as cultural and language expertise. Hiring expats brings 
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corporate knowledge, the ability to provide compliance oversight during the early stages, and to ensure 

that all aspects are in line with global corporate policies. 

For a mid-size launch, the expat element should be as small and short-term as possible to allow 

for localizing and to minimize expenses. HR must develop a process (competency-based hiring, localized 

job grading and market-adjusted compensation) that will create a structure to support the hiring process 

by implementing localized compensation structures that include statutory benefits and regional 

differential compensation. The use of local recruitment agencies and university relationships will 

increase the efficiency of locating technical talent. Internal leadership development processes will be 

used to prepare local managers to take on responsibilities previously held by expats. Localization metrics 

and knowledge transfer metrics will need to be included in performance measurements to establish a 

clear path from expat oversight to local management. 

Employee Engagement and Expatriate Support 

​ Create an Engagement strategy based upon various Role Types and Cultural Preferences: in 

person On-boarding & Team Meetings for Operational/Manufacturing Staff; hybrid/remote when 

possible for Knowledge Workers. Regular Town Hall's; Small Group Meetings; and Digital Feedback Tools 

(Surveys, Suggestion Platforms) will be used to keep communication a Two-way process. A recognition 

program must be culturally relevant and tied to specific Performance Metrics to continue to promote 

Fairness and Motivation. 

Pre-assignment training of expatriates must include detailed orientation to culture, language and 

security briefing to prepare assignee for what is real locally. Providing Family Support (i.e., School Search 

Assistance; Spousal Employment Resources) can help reduce many common causes of assignment failure 

due to work related stressors. The repatriation plan must begin at the time of assignment acceptance. 

Define Career Path(s) for returning employees, and provide reintegration support to ensure retention of 
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Institutional Knowledge. In addition, HR must also provide Ongoing Mental Health support, Peer 

Networks, etc. to develop Resilience and Belonging among all Local Employees and Expatriates. 

Ethics, Social Responsibility, and HR Structure 

​ Companies can address both legal and reputational risk for corruption in their international 

operations through developing anti-corruption policy, whistleblower mechanisms and on-going 

compliance education for employees at every stage of the employee life cycle (e.g., hiring/selection, 

orientation, performance evaluations, etc.). CSR initiatives such as local hiring agreements, vocational 

training and other forms of community development are likely to positively affect a company's 

reputation globally and may also help reduce social unrest that negatively affects operational 

performance. Ethical sourcing and conducting adequate due diligence on suppliers are also important in 

regions where corruption is rampant or where the economy is primarily informal. 

In terms of organizational structure, companies will want to establish a local country HR Director 

with reporting and direct access to their respective regional HR head. This is to allow for a country by 

country response to specific company related items that are unique to each region (i.e. compliance, 

policies, etc.) yet centralize the governance of the overall HR function. The local HR Team will have 

responsibility for communicating with other departments including; Legal Counsel, Security Liaison, 

Payroll and Mobility functions to expedite the decision making process and to insure timely 

communication regarding any incident. The local HR Team will need to communicate regularly to 

regional leadership on all metrics associated with compliance, safety and localizing processes to maintain 

executive oversight and appropriate resource utilization. 

Conclusion 

In summary, it will be most productive to establish Human Resource operations in Mexico using 

a local-first staffing strategy combined with a small, time-bound group of expatriate leaders who focus 
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on governance, capability transfer and compliance; as well as balancing cultural fluency and cost savings 

against the need for immediate oversight and knowledge transfer. HR will have to make compliance with 

legal and regulatory requirements (i.e., correct management of statutory entitlements, and compliance 

with changes to the Labor Law) an absolute priority while implementing a comprehensive system of 

security measures, locally-based employee engagement programs (i.e., employee engagement 

programs), and complete support systems for expats (i.e., cultural orientation for expat families, 

relocation for expat families, and planning for the repatriation of expats). Implementing localized HR 

systems, clear succession and localization targets, and regular audits of labor and security practices will 

reduce legal and operational risk and foster long-term workforce resilience and community legitimacy in 

Mexico (OECD, 2024). 
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