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On July 15th, 2013, Mexico’s president, 
Enrique Peña Nieto, unveiled a program to 
invest 4 trillion pesos (US$315 billion) in 
the nation’s infrastructure over six years. 
The president declared that developing 
Mexico’s infrastructure is “one of the key 
components for transforming our country,” 
adding: “With better infrastructure, more 
investment and transformational reforms, 
our nation will be able to grow at its full 
potential.” News of his massive spending 
program was greeted enthusiastically by 
investors, with Credit Suisse praising it as 
“highly ambitious.”1

Since taking office in December 2012,  
Peña Nieto has made it clear that enhancing 

infrastructure will be one of the top priori-
ties during his six-year term. Significant 
investment — both from the public and 
private sectors — is expected in everything 
from roads, railways, ports and airports to 
hospitals, schools, electricity systems and 
water-treatment plants. 

It’s not hard to see why the government 
regards these infrastructure initiatives as 
an economic imperative. After many years 
of underinvestment, Mexico’s 1st National 
Infrastructure Program called for US$233.8 
billion in spending from 2007 to 2012.  
But numerous projects were not completed, 

A strong economy, new laws and an 
ambitious infrastructure investment 
program spell opportunity on the road 
to a modern, urbanized nation

1 www.reuters.com/article/2013/07/15/mexico-infrastructure-
idUSL1N0FL15Z20130715
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partly because of the global financial crisis, 
which curtailed the spending power of the 
public and private sectors. This has left  
Peña Nieto with much work still to do. 

While the country has made  
significant progress, it still faces  
a profound infrastructure deficit.  
In the World Economic Forum’s Global  
Competitiveness Report, 2013-14,2 Mexico 
ranked only 66th out of 148 countries for 
the quality of its overall infrastructure, 
lagging behind nations such as Greece, 
Thailand, Rwanda and Kazakhstan. The 
quality of Mexico’s roads ranked 51st, 
boosted by a good deal of investment in 
recent years. However, Mexico’s railroad 
infrastructure ranked 60th in the world,  
its ports ranked 62nd, and its electricity 
supply ranked 81st. As for the proportion  
of the population with mobile phone  
subscriptions, it ranked 112th. 

The government recognizes that it’s critical 
to address these weaknesses in order to 
enhance Mexico’s productivity and com-
petitiveness. Among other things, the new 
infrastructure program calls for 582 billion 

pesos (US$46 billion) of investment in  
the transportation sector. The priorities 
include constructing or modernizing  
5,410 kilometers of highways; new passen-
ger train lines, urban commuter lines,  
and cargo railways; new ports and special-
ized terminals; and an upgraded airport 
system. The government has also called  
for 700 billion pesos to be invested in the 
telecommunications sector. This includes 
plans for two new satellites, two digital TV 
networks, and the provision of broadband 
in about 80,000 public sites and spaces.

As those of us who live in Mexico know first-
hand, there is a struggle going on between 
two nations. In many ways, this is a modern 
and sophisticated society. But Mexico is not 
yet a fully modern country when it comes to 
basic infrastructure. We don’t have enough 
water-treatment plants, good schools,  
airports or hospitals. We need thousands of  
kilometers of new roads, particularly on 
the country’s coasts, while also needing to 
improve the maintenance of older roads. 
Traffic-clogged cities need more high-speed 
transport systems, which will enhance  

productivity and reduce pollution. We need 
to improve waste-management systems, 
since too much trash is now dumped in 
landfills with little concern for the environ-
ment. Electricity supply must become more 
reliable and cost-efficient. And ports must 
be rebuilt and modernized to handle an  
on-going boom in international trade. 

The good news is that this huge gap 
in Mexico’s basic infrastructure  
represents a tremendous opportunity 
for domestic and foreign investors 
alike. Many international companies are 
taking notice. In recent months, executives 
from as far afield as China, Japan, South 
Korea, the US, Canada, Switzerland, Spain, 
Portugal and Brazil have been visiting 
Mexico in growing numbers to assess the 
opportunities that exist in the infrastructure 
sector. They are attracted not only by the 
government’s emphasis on securing more 
infrastructure investment from overseas, 
but by strong economic tailwinds and a 
much-improved regulatory environment.

Mexico’s government 
has called for a  
total investment of  
582 billion pesos  
(US$46 billion) to 
enhance the nation’s 
transport-related  
infrastructure.

Proposed Investment in Transport Infrastructure 

35 billion pesos 
Airports

62.4 billion pesos 
Ports

98.1 billion pesos 
Railways & mass 
transport

386.3 billion pesos  
Road infrastructure

Source: Second Mexico National Infrastructure Program

2 www3.weforum.org/docs/WEF_GlobalCompetitivenessRe-
port_2013-14.pdf
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This foreign interest marks an important 
shift. In the past, Mexico has often been 
typecast as a poor country with a severe 
crime problem. The international press 
has written extensively about drug-related 
violence in Mexico, giving a misleading im-
pression that it’s an excessively dangerous 
place to do business. This perception has 
hurt the flow of foreign direct investment to 
Mexico, which is nonetheless quite healthy 
by Latin American standards. The reality, 
though, is that these security concerns are 
limited to very specific areas of the country, 
while the vast majority of Mexico offers a 
safe and stable environment in which to 
work, invest and do business. 

Investors appear to be taking a more  
nuanced view of what the country has to 
offer and looking beyond the headlines. 
Mexico is Latin America’s second-largest 
economy — and, from a macroeconomic 
standpoint, it may be viewed as a highly  
attractive environment. In October 2013, 
the IMF estimated that Mexico’s real GDP 
will grow by a solid 3% in 20143, following 
a period of relatively sluggish growth in 
2013. In the medium term, the IMF expects 
annual average growth to range between 
3.5% and 4%,4 buoyed by the government’s 

reform program, which includes a tax  
overhaul and plans to open the oil sector  
to foreign investment for the first time  
since 1938.

In its Mexico Business Forecast Report for the 
fourth quarter of 20135, Business Monitor 
International said it “remains optimistic” 
about Mexico’s long-term outlook, thanks 
to “a booming manufacturing sector, an 
increasingly strong private consumer and 
favorable demographics.” Meanwhile, the 
nation’s banking and financial system is 
healthy, having performed well during the 
global economic crisis6. The government  
is not overburdened with debt; inflation  
is under control; and interest rates are 
relatively low. 

Mexico is also a very open economy. 
Imports and exports represent a higher per-
centage of the nation’s GDP than in China, 
Russia or Brazil; and Mexico has trade 
agreements with 44 countries — more than 
the combined total for the US and China7. 
The country has also become a manufactur-
ing powerhouse, known for its low labor 
costs and high-quality exports. This has 
attracted many major manufacturers from 
the US and Europe, ranging from General 
Motors to Siemens. With the balance of eco-

nomic power shifting to emerging markets, 
Goldman Sachs has predicted that Mexico 
will rank as one of the world’s five-largest 
economies by 20408.

For now, though, Mexico is not yet a rich 
country, and as many as 45.5% of its  
112 million people live in poverty9.  
Mexico’s infrastructure needs are so  
extensive that the government lacks the 
financial means — or the access to credit —  
to meet them. From 2007 to 2009, 82%  
of infrastructure investment in Mexico  
came from public funds, according to the  
government10. As a result, attracting private 
investment to the sector has become a  
key objective.

In response, Mexico has created a new  
regulatory framework designed to  

Investors appear to be  
taking a more nuanced 
view of what the country 
has to offer. Mexico is Latin 
America’s second-largest 
economy — and, from  
a macroeconomic  
standpoint, it’s a highly  
attractive environment.

Bayer Corporation of Germany operations in Mexico City.

3 www.imf.org/external/pubs/ft/weo/2013/02/pdf/text.pdf

4 www.reuters.com/article/2013/10/08/us-imf-economy-latam-
idUSBRE9970FV20131008

5 www.marketresearch.com/Business-Monitor-International-
v304/Mexico-Business-Forecast-Q4-7691475/

6 http://www.imf.org/external/np/sec/pr/2012/pr12111.htm

7 www.businessweek.com/articles/2013-06-27/four-reasons-
mexico-is-becoming-a-global-manufacturing-power

8 www.diplomaticandconsular.com/index.php?option=com_co
ntent&view=article&id=461&catid=143&Itemid=29&act=cp

9 mx.reuters.com/article/topNews/idMXL1N0FZ12420130729

10 http://www.oecd.org/site/iops/research/47896497.pdf
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promote Public-Private Partnerships.  
In 2012, Mexico’s Congress passed a new 
PPP law that provides greater clarity and 
protection for the private sector. This law 
delineates more clearly the rights, obliga-
tions and risks that each party assumes. It 
also grants greater flexibility if a long-term 
contract needs to be modified — say, to  
include additional services — once a project 
is underway. Private companies are now 
able to sign contracts with the government 
based on market standards, instead of wres-
tling with a complex myriad of local and 
state procurement laws. The PPP law also 
streamlines the process for acquiring  
land — a major obstacle that has delayed 
many infrastructure projects in the past. 

Equally important, the law encourages com-
panies to propose PPP projects of their own, 
rather than waiting until the government 
devises a plan and solicits bids. This should 
help to harness the dynamism of the private 
sector, instead of leaving it to the state to 
design every solution to Mexico’s infrastruc-
ture challenges. Moreover, the new bidding 
process does not distinguish between 
Mexican and foreign applicants, thereby 
increasing the likelihood that private com-
panies from overseas will enter the fray. The 

widespread expectation, then, is that this 
law will draw a rising tide of private invest-
ment into attractive sectors such as energy, 
roads and telecommunications. 

Other regulatory advances should help,  
too. For example, changes to Mexico’s  
accounting laws should require all state  
governments to follow the same rules.  
This will provide greater transparency,  
ensuring that the federal government 
knows precisely how its money is spent  
at the local level. Changes in Mexico’s  
financial regulations should also provide a 
boost to the infrastructure sector. In 2009, 
the Administradoras de Fondos para el  
Retiro (AFORES) — the manager of  
Mexico’s private pension funds —  
was granted greater freedom to invest in 
domestic infrastructure projects. AFORES, 
which had US$126 billion in assets under 
management in early 2012, is suited to 
funding capital-intensive infrastructure 
projects with a long time horizon. 

Encouraged by such advances, foreign 
companies and funds are now eying 
opportunities in a wide array of infrastruc-
ture sectors. One of the most alluring is 
the energy industry. In August 2013, the 
president presented a bill to Congress that 

would allow foreign companies to pump oil 
in Mexico, challenging a monopoly held for 
75 years by Pemex, the state-owned drilling 
company. If this bill passes, the government 
can be expected to produce a detailed  
plan for public and private investment in 
energy-related infrastructure. For foreign 
companies with innovative technology,  
this sector is a particularly enticing prize. 

In the meantime, there has also been 
growing interest in Mexico’s green energy 
sector, which includes wind, solar, hydro 
and geothermal power. One international 
investor, the Macquarie Mexican Infrastruc-
ture Fund, acquired a 32.5% stake in an 
enormous wind farm being built in the state 
of Oaxaca with the help of US$700 million 
in financing from a syndicate of banks such 
as HSBC and Santander. 

Nowhere is the need for enhanced infra-
structure greater than in Mexico’s cities. 
Traditionally, this was a rural nation, but 
72% of Mexicans now live in cities. Rapid 
urbanization is placing an acute strain on 
everything from roads and railways to the 
supply of electricity and clean water. In  
the Mexico City metropolitan area, where  
the population has swelled to more than 
21 million, there is a particularly urgent 

A new PPP law provides greater clarity and protection 
for the private sector. This law delineates more clearly the 
rights, obligations and risks that each party assumes. 
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need for investment in roads, subway lines 
and other public transit infrastructure. The 
roads and railway links between Mexico’s 
cities must also be improved. A central focus 
of the current government is to address 
these transport bottlenecks — a legacy of 
two decades of underinvestment.

As with many nations, investing  
in Mexico is not without its risks. 
The country must still contend with knotty 
issues such as violence and corruption,  
powerful business monopolies, and a 
judicial system in need of reform. Accord-
ing to the World Economic Forum’s Global 
Competitiveness Report, the single most 
problematic factor for doing business in 
Mexico is corruption, followed by crime and 
theft, inefficient government bureaucracy, 
and complex tax regulations. Given these 
pitfalls, anyone looking to invest in the  
nation’s infrastructure sector would be wise 
to do careful due diligence — and, in many 
cases, to seek the help of well-informed 
advisers and reputable local partners. 

It’s also worth noting that Mexican  
governments have not always lived up to 
expectations when it comes to investing 

in infrastructure. One skeptic is Andrés 
Rozental, a senior fellow at the Brookings 
Institution and Mexico’s former Ambas-
sador to the UK. In a recent interview with 
Latin America Advisor11, he remarked that 
the government’s “infrastructure investment 
plan is extremely ambitious in terms of the 
amounts of money involved, as well as the 
wide variety of projects contemplated.” But 
he cautioned that Peña Nieto’s predecessor, 
President Felipe Calderón, “also announced 
a very ambitious infrastructure spending 
strategy back in 2006, with specific plans to 
build a new port on the Pacific coast” and  
“a new Mexico City airport… Neither the 
port nor the airport was ever built.” 

Right now, ironing out all the details 
involved in financing will be one of the 
government’s most important challenges. 
However, careful project structuring and 
development of an effective competitive 
bidding process will go a long way toward 
assuring ultimate success. 

It’s too soon to tell which projects will be 
completed and which will prove financially  
unfeasible. It also is not clear yet how much 
of the US$315 billion in proposed  

infrastructure spending will come from  
the private sector and how much will be 
funded by the government. A July 2013 
research report by Bank of America/Merrill 
Lynch concluded: “Looking at the size of  
the package, and considering oil revenues 
have been falling, we believe the govern-
ment will need both a fiscal and an  
energy reform to finance it.”12

It’s easy to see why hopes are 
running high despite these uncer-
tainties. A business-oriented government 
is in place; the economy is well-positioned 
for a sustained period of robust growth;  
and the regulatory environment has greatly 
improved, particularly with the passing  
of the PPP law. Meanwhile, a massive  
infrastructure gap is still waiting to be filled, 
creating opportunities for both Mexican  
and global infrastructure investors.

About the author 

Francisco Ibañez, based in Mexico City, leads 
leads PwC Mexico’s infrastructure and financial 
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Nowhere is the need for 
enhanced infrastructure 
greater than in cities, now 
home to 72% of Mexicans. 
Rapid urbanization is 
placing an acute strain on 
everything from roads to 
electricity to clean water.

Tuxtla Gutierrez airport in Chiapas.

11 www.thedialogue.org/uploads/LAA/Daily/2013/LAA130725.pdf

12 online.wsj.com/article/BT-CO-20130715-709800.html
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