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Introduction

Mexico, a nation rich in history and natural resources, stands at a pivotal energy
crossroads. For decades, its energy sector has been a battleground for competing
ideologies—nationalization versus privatization—each promising prosperity and
sovereignty. In 2023, the pendulum swung decisively back towards nationalization,
marking a dramatic reversal of the ambitious energy reforms enacted a decade prior.
This book, Mexico’s Energy Reform Rollback: Nationalization, Privatization, and Oil
Politics, delves into the intricate legislative battle that reshaped the landscape for
Petréleos Mexicanos (Pemex), redefined the future of renewable energy, and
reverberated through U.S. trade relations. It is a story of constitutional upheaval,
economic reorientation, and the unwavering pursuit of national control over vital
resources, all set against the backdrop of an evolving global energy market.

The 2013 energy reforms heralded an era of unprecedented openness, inviting private
investment to revitalize Mexico’s stagnant oil production and diversify its energy
matrix. Hopes were high for increased efficiency, technological innovation, and a
robust, competitive market. Yet, as this book explores, the promises of privatization
were met with growing skepticism and a resurgence of nationalist sentiment. The
subsequent rollback, spearheaded by the administration of Andrés Manuel Lopez
Obrador, was not merely a policy adjustment but a fundamental reassertion of state
ownership and control, deeply rooted in Mexico's historical understanding of its energy
wealth. This included significant constitutional changes that directly impacted oil
production, the burgeoning lithium mining industry, and the framework for renewable
energy investments, sending ripples of uncertainty throughout domestic and
international markets.

At the heart of this legislative drama lies Pemex, the iconic state-owned oil company
that has long been a symbol of Mexican sovereignty. The book meticulously analyzes
the efforts to restore Pemex to its former dominance, examining the strategic,
economic, and political implications of reasserting state control over this colossal
entity. Beyond oil, we investigate the rising importance of critical minerals like lithium,
essential for the global energy transition, and how Mexico's nationalization efforts in
this sector have introduced new complexities to international supply chains.
Furthermore, the volume critically assesses the paradox confronting Mexico: how to
reconcile the drive for national energy independence with the pressing need to
embrace renewable energy and meet global climate commitments.

This comprehensive analysis moves beyond domestic policy to explore the far-

reaching international consequences of Mexico's energy pivot. We examine the
intricate web of trade relations, particularly with the United States and Canada under
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the USMCA agreement, and the diplomatic engagements that have arisen from these
significant policy shifts. The book also considers the reactions of European
stakeholders and the broader geopolitical implications for Mexico's role in the global
energy landscape. Through rigorous industry analysis, Mexico’s Energy Reform
Rollback illuminates how energy policy is not merely an economic decision but a
profound expression of national sovereignty, directly impacting international
partnerships and the future trajectory of North American economic integration.

Ultimately, this book offers a critical examination of a nation grappling with its energy
destiny. It provides invaluable insights for policymakers, investors, scholars, and
anyone seeking to understand the complex interplay of nationalization, privatization,
and oil politics in a rapidly changing world. By dissecting the legislative battles,
economic impacts, and international reverberations of Mexico’s 2023 energy reform
rollback, we aim to offer a nuanced perspective on the challenges and opportunities
that lie ahead for Mexico and its partners in navigating the volatile currents of the
global energy transition.
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Chapter One: The Pendulum Swings: Tracing
Mexico's Energy History from Nationalization to
Privatization

Mexico's relationship with its subterranean wealth has always been a complex dance
between national pride, economic necessity, and the allure of foreign capital. From the
pre-Hispanic reverence for natural resources to the seismic shifts of the 20th and early
21st centuries, the nation's energy policy has consistently mirrored its broader
political and social aspirations. To truly grasp the significance of the 2023 energy
reform rollback, one must first journey through the historical currents that shaped
Mexico's energy landscape, a journey marked by dramatic swings of the pendulum
between state control and market forces.

The story begins long before the modern oil industry, with Mexico's colonial past. For
centuries, the Spanish crown exerted absolute control over mineral resources,
establishing a precedent for state ownership that would echo through the ages. Gold
and silver fueled the Spanish Empire, and the concept of subsoil rights belonging to
the sovereign became deeply embedded in the legal and cultural fabric of the nascent
Mexican nation. This foundational principle, often referred to as the "regalian rights" of
the state, would prove incredibly resilient, even as new forms of energy emerged.

The late 19th and early 20th centuries witnessed the dawn of the oil age, and with it, a
new chapter in Mexico's energy saga. Foreign companies, primarily American and
British, flocked to Mexico, lured by vast untapped reserves. They brought with them
the technology, capital, and expertise needed to extract this black gold, but also a
brand of industrial capitalism that often clashed with Mexican nationalist sentiments.
These companies, operating under concessions granted by successive Mexican
governments, rapidly developed the industry, transforming regions like the Huasteca
into bustling oil towns.

However, the rapid growth of foreign-owned oil companies also fueled growing
resentment. Perceived exploitation of labor, environmental disregard, and a sense that
Mexico was not receiving its fair share of the profits led to increasing calls for greater
national control. The Mexican Revolution, a tumultuous period of social and political
upheaval from 1910 to 1920, further solidified these nationalist aspirations. The
Constitution of 1917, a landmark document born from the revolution, codified the
principle that all subsoil resources belonged to the nation, a direct challenge to the
property rights asserted by foreign oil companies.

Despite the constitutional mandate, fully asserting state control over the powerful
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foreign oil companies proved challenging. For two decades, a tense standoff ensued,
with various governments attempting to regulate the industry and increase Mexico's
share of the profits. This period was characterized by legal battles, labor disputes, and
diplomatic pressures. The foreign companies, deeply entrenched and wielding
considerable economic and political influence, resisted these efforts fiercely.

The pivotal moment arrived on March 18, 1938, a date etched into the collective
memory of Mexico. President Lazaro Cardenas, responding to a labor dispute and
perceived intransigence from the foreign oil companies, issued a decree nationalizing
the entire oil industry. This audacious act sent shockwaves around the world, igniting
celebrations across Mexico and condemnation from the affected foreign governments,
particularly the United States and Great Britain. Cardenas's decision was a bold
assertion of national sovereignty, a declaration that Mexico's resources were for
Mexicans.

The nationalization led to the creation of Petréleos Mexicanos, or Pemex, which
became the undisputed symbol of Mexican economic independence and a cornerstone
of the nation's development strategy. Pemex was not merely an oil company; it was a
national institution, a source of immense pride, and a tool for social and economic
progress. Its profits funded infrastructure projects, social programs, and
industrialization efforts. For decades, Pemex enjoyed a monopoly over the exploration,
production, refining, and distribution of oil and gas in Mexico.

For much of the 20th century, this model of state control served Mexico well,
particularly during periods of high oil prices. Pemex grew into one of the world's
largest oil companies, and Mexico maintained a strong position as a global energy
producer. However, as the decades wore on, cracks began to appear in the edifice of
state monopoly. A lack of competition, bureaucratic inefficiencies, and a chronic
underinvestment in exploration and technology started to take their toll. Production
began to stagnate, and the vast Cantarell oil field, once a prolific producer, began its
decline.

By the early 1990s, with the global embrace of neoliberal economic policies, the idea
of opening Mexico's energy sector to private investment began to gain traction, albeit
cautiously. The North American Free Trade Agreement (NAFTA), signed in 1992,
signaled a broader shift towards economic liberalization. While NAFTA explicitly
excluded Pemex from its provisions, the spirit of the agreement fostered a climate
where market-oriented reforms were increasingly considered. This period saw limited
reforms, mostly focused on allowing private participation in areas like petrochemicals
and electricity generation, but direct private investment in oil exploration and
production remained largely off-limits due to the constitutional prohibitions.

The turn of the millennium brought renewed urgency to the debate. Mexico's economy
was increasingly reliant on oil revenues, and the declining production from Pemex
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threatened the nation's fiscal stability. The need for new capital, advanced technology,
and greater efficiency became undeniable. Yet, the emotional and historical weight of
Pemex and the legacy of nationalization made any significant reform a politically
charged undertaking. Every proposal to open the energy sector, no matter how
modest, was met with fierce resistance from nationalist groups and those who viewed
any privatization as a betrayal of Cardenas's legacy.

Throughout the 2000s, various administrations attempted to introduce reforms, often
facing legislative gridlock and public outcry. These efforts were characterized by
incremental changes, often aimed at circumventing the constitutional restrictions
rather than directly confronting them. For instance, Pemex was allowed to enter into
service contracts with private companies, effectively hiring them to perform tasks like
drilling and seismic exploration, but without granting them ownership of the oil
produced. These "multiple service contracts" were a creative workaround, but they
were not sufficient to attract the scale of investment needed to reverse the decline in
production.

The global financial crisis of 2008 further underscored Mexico's vulnerability to oil
price fluctuations and the limitations of its state-controlled energy model. The crisis
highlighted the need for economic diversification and a more robust energy sector that
could withstand external shocks. The stage was slowly being set for a more profound
transformation, one that would directly challenge the deeply ingrained principles of
energy nationalism that had defined Mexico for nearly three-quarters of a century.

The discourse around energy reform evolved from a purely economic argument to one
intertwined with national competitiveness and future prosperity. Proponents argued
that continued stagnation would relegate Mexico to a secondary role in the global
energy landscape, missing out on technological advancements and job creation. They
pointed to other oil-producing nations that had successfully integrated private
investment while maintaining national oversight.

The political climate also began to shift. As the 2012 presidential election approached,
the major political parties started to openly debate the necessity of a more
comprehensive energy reform. The long-held taboo against privatizing Pemex began
to erode, replaced by a growing recognition that the status quo was unsustainable.
This period of intense public and political debate laid the groundwork for the ambitious
reforms that would follow, reforms that promised to unlock Mexico's energy potential
but would ultimately prove to be a temporary detour in the nation's long and winding
energy journey. The pendulum, having swung decisively towards nationalization in
1938, was about to begin its slow, arduous swing back towards privatization.
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