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META DESCRIPTION

Mexico’s nearshoring opportunity is real — but so are the regulatory risks nobody is quantifying. Here’s what U.S. companies
entering Mexico need to measure.

Mexico is the United States' largest trading partner. Bilateral trade exceeds $800 billion annually.
Foreign direct investment reached approximately $40.9 billion in the first three quarters of 2025 alone,
with new investments surging over 200 percent year-on-year. The nearshoring thesisis not theoretical —
it is happening.

And yet, most companies entering Mexico are making capital commitments based on an incomplete risk
picture.

The opportunity side of the equation is well documented. Geographic proximity. USMCA duty-free
access. Competitive labor costs. Same-timezone logistics. These advantages are real and they are driving
real decisions. What is far less documented — and almost never quantified — is the regul atory exposure
that accompanies those advantages.

The standard nearshoring analysis compares labor costs, logistics timelines, and tariff savings. It rarely
accounts for the governance and regulatory risks that can erode those savings or, in severe cases, create
financial exposure that exceeds the cost benefit of the move.

This article maps the regulatory risks that U.S. companies entering Mexico in 2026 should be
quantifying — not just acknowledging.



The regulatory environment has structurally changed

Companies evaluating Mexico in 2026 are not entering the same regulatory environment that existed
even two years ago. Severa structural changes have converged to create a fundamentally different risk
landscape.

In December 2024, Mexico dissolved seven autonomous oversight agencies through constitutional
reform, including the competition authority (COFECE), the telecommunications regulator (IFT), the
energy regulators (CRE and CNH), and the transparency institute (INAI). Their functions have been
transferred to government ministries under direct executive control. For foreign-owned companies, this
means regulatory decisions that were previously made by independent, technically focused bodies are
now made by politically accountable officials operating within the executive branch.

Thisis not an abstract institutional concern. It changes the predictability of enforcement. It changes the
speed and consistency of regulatory decisions. And it changes the risk calculus for companies whose
operations depend on stable regulatory interpretation.

Simultaneously, Mexico's judiciary has transitioned to a system of popularly elected judges. The first
full year of operation under this system is 2026. The practical implications for contract enforcement,
regulatory disputes, and arbitration recognition are still being established — but the direction of change
introduces uncertainty into legal processes that foreign investors have historically relied on for
protection.

Five regulatory risks U.S. companies should be quantifying

1. Labor reform costs arereal and escalating

Mexico has enacted a constitutional reform to reduce the standard workweek from 48 hours to 40 hours,
with phased implementation beginning in 2026 and full adoption by 2030. The reform expressly
prohibits wage or benefit reductions during the transition.

For labor-intensive manufacturing operations — exactly the kind of operations that nearshoring typically
involves — this reform creates quantifiable cost increases: additional hiring to maintain output levels,
overtime restructuring, shift reconfiguration, and compliance with new electronic time-recording
requirements effective January 2027.

The minimum wage has also continued its multi-year upward trajectory, reaching MXN $315.04 daily in
2026 (MXN $440.87 in the Northern Border Zone). Combined with mandatory social security coverage
expansion for platform workers and new outsourcing inspection protocols, the cumulative labor cost
trajectory is steeper than most nearshoring feasibility studies project.



The financial exposure here is not speculative. It is modelable. A manufacturing operation with 500
employees can calculate the annual cost impact of a phased workweek reduction, map it against
productivity assumptions, and incorporate it into a five-year operating model. Most are not doing this at
the pre-commitment stage.

2. Tax enfor cement has shifted from passive to aggr essive

Mexico's tax authority (SAT) has significantly intensified enforcement against foreign-owned entities.
The pattern includes retroactive audits of IMMEX program participants, heightened scrutiny of transfer
pricing arrangements, and stricter RFC registration requirements that penalize documentation
inconsistencies.

As one policy analysis noted, retroactive enforcement is not primarily atax issue for investors — it isa
rule-of-law issue. When fiscal obligations intersect with discretionary enforcement, the risk premium on
investment rises. For companies structured around prior enforcement norms, the financial exposure from
these changes is material.

The IMMEX program, which allows duty-free import of components for manufacturing and re-export, is
particularly relevant for nearshoring operations. Companies relying on IMMEX should be modeling the
financial impact of increased compliance costs, audit exposure, and the possibility of program
modifications during the USM CA review period.

3. The USMCA review createstimeline uncertainty

The mandatory six-year review of the USMCA formally begins in mid-2026. Three outcomes are
possible: full extension to 2042, annual review status, or initiation of a termination process.

For companies making nearshoring commitments with five-to-ten-year payback horizons, the review
outcome directly affects the risk-adjusted return on investment. Under full extension, regulatory
predictability is high. Under annual review, rules of origin, labor specifications, and trade conditions
become subject to ongoing adjustment. Under termination, the entire preferential access framework
unwinds by 2036.

Thefinancia exposure from USMCA uncertainty is not binary (the agreement will or will not survive). It
is scenario-dependent, and each scenario produces a different cost structure for companies whose Mexico
operations depend on preferential U.S. market access. This exposure can and should be modeled as
probability-weighted scenarios before capital is committed.

4. Energy accessisnot guaranteed

Mexico's constitutional reforms have prioritized state-owned enterprises — Pemex in hydrocarbons and
CFE in electricity — over private sector participation. For manufacturing operations that depend on
reliable, cost-competitive energy supply, this creates operational risk that directly affects operating



margins.

Infrastructure bottlenecks in electricity generation and natural gas supply have been identified as
constraints on nearshoring capacity in multiple analyses. Water scarcity in key industrial corridors adds
another dimension of resource risk.

The financial exposure here manifests as higher energy costs than modeled, potential production
interruptions, and the capital cost of backup generation or aternative supply arrangements. These are
guantifiable inputs that belong in an operating model — not afterthoughts discovered post-commitment.

5. Enforcement coor dination is creating multi-agency exposure

Mexican authorities have signaled more coordinated oversight among labor, tax, and social security
agencies. The federal labor inspection program has adopted a data-driven, risk-based approach,
deploying predictive analytics to identify likely non-compliance. More than 43,000 inspections have
been announced for the 2025-2026 period.

For foreign-owned companies, this enforcement convergence means that a discrepancy in one area —
payroll classification, subcontracting documentation, overtime records — can trigger multi-agency
reviews across labor, tax, and socia security simultaneously. The financial exposure from a single
compliance gap is no longer limited to a single agency’ s jurisdiction.

Why qualitative risk acknowledgment is not enough

Most nearshoring feasibility studies acknowledge regulatory risk. They include a section titled
“Regulatory Environment” or “Legal Considerations’ that describes the landscape in general terms.

What they rarely do is assign financial valuesto that risk.

This matters because the decision to nearshore is fundamentally a financial decision. It lives or diesin a
spreadsheet. If governance and regulatory risks are described qualitatively but not quantified financialy,
they exist outside the decision model. They inform a vague sense of caution but do not change the
numbers that drive the commitment.

When regulatory exposure is quantified — labor reform cost impact modeled over five years, USMCA
scenario probabilities assigned, tax enforcement risk estimated as a range, energy cost variance
calculated — it enters the decision model as areal input. It changes the net present value calculation. 1t
may change the location decision, the investment timeline, or the operational structure.

The question is not whether Mexico is a good nearshoring destination. For many companies, it clearly is.
The question is whether the decision to commit capital is being made with a complete financial picture
— one that includes the quantified cost of governance and regulatory exposure.



What a complete risk picture looks like
A nearshoring decision supported by adequate risk intelligence includes at minimum:

A regulatory exposure map that identifies each material governance and regulatory risk, assigns a
financial exposure range, and links it to specific operationa areas of the proposed Mexico operation.

Praobability-weighted cost scenarios that model the financial impact of regulatory changes (workweek
reduction, tax enforcement shifts, USMCA outcomes) under base, moderate, and severe assumptions.

A compliance infrastructure cost estimate that budgets the internal resources, external advisory, and
systems required to maintain compliance in Mexico’'s current enforcement environment — not the
enforcement environment of five years ago.

An ongoing monitoring framework that tracks regulatory developments and reassesses exposure at
defined intervals — because the regulatory landscape in Mexico is changing fast enough that a
point-in-time assessment creates a false sense of security.

These are not extraordinary requirements. They are the standard of financial risk analysis applied to a
domain — governance and regulatory risk — that most nearshoring analyses treat as a qualitative
footnote.

The question U.S. companies should be asking

Mexico's nearshoring opportunity is rea. The capital savings, market access, and supply chain
advantages are substantial and well-documented. But every advantage has a cost structure — and in
Mexico, the governance and regulatory cost structure is changing faster than most feasibility studies
account for.

You know there are regulatory risks in nearshoring to Mexico. But what do those risks
cost you financially?

If your current nearshoring analysis cannot answer that question with arange, a scenario, and atimeline,
your board is making a capital commitment without the most important inpuit.

Chan Garcia Abogados

Independent Regulatory Risk & Financial Exposure Advisory — Mexico

Our Mexico Entry Exposure Review provides companies entering Mexico with a financially quantified assessment of
governance, regulatory, and compliance exposure — built for the teams that make capital allocation decisions.

Request a Mexico Entry Exposure Review —
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