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Autumn has been a difficult season for Mexican President Enrique Pena Nieto. Public furor has 

erupted into sustained and sometimes violent protests over the disappearance of 43 students in the 

rural southwestern state of Guerrero. Long one of Mexico’s poorest, most crime-ridden and isolated 

states, Guerrero had not been a priority for Pena Nieto’s administration, which has focused tirelessly 

on promoting the image of a modern and efficient Mexico to foreign investors. But as Guerrero’s 

longstanding economic and security problems became headline news across the world in the past 

month, that crafted image of a Mexico open for business after a series of economic reforms has been 

sullied by other scandals.

First, on Nov. 6 Pena Nieto’s government angered Chinese investors by canceling a contract for a 

high-speed railway to connect Mexico City to nearby Queretaro, which is home to a fast-growing 

aerospace industry. The contract had drawn criticism since it was awarded to a consortium that 

included Mexican companies such as Teya that are connected to long-time backers of Pena Nieto. 

Teya’s owner, Armando Hinojosa Cantu, won lucrative contracts while Pena Nieto was governor of 

the state of Mexico and also supported his presidential campaign. The Mexican government at first 

vehemently defended the contract; Transportation Minister Gerardo Ruiz Esparza even brushed aside 

criticisms by saying, “In these cases there are always some known personality. . . . Almost all the big 

companies can be connected to something.”

Then, on Nov. 9, noted Mexican journalist Carmen Aristegui, a longtime critic of the president, 

published an investigative report claiming that the multimillion-dollar mansion that Pena Nieto shares 

with his wife, a former telenovela star, is owned by Grupo Higa, a company also controlled by Cantu.

All this has put the brakes on Pena Nieto’s ambitious agenda, tied closely to his championing of 

economic reforms that privatized the energy sector and opened the telecom market to more 

competition. The political crisis from Iguala highlights familiar problems with rule of law and local 

security in Mexico, and the canceled railway contract and mansion scandal provides another example 

of possible political corruption. Combined, these scandals could discourage the foreign investment 

that is so key to Pena Nieto’s so-called Pact for Mexico.

But for now, despite the mounting protests in states like Guerrero and even in Mexico City, any 

disruption to Mexico’s business climate looks to be temporary. “The protests won’t have a significant 

effect on investment in the medium and long term,” says Dwight Dyer, the Mexico analyst at Control 

Risks, a consulting firm. Multinational companies are already well aware of the security and 

operational risks in rural areas of Mexico. The Iguala protests might be a political scandal for Pena 

Nieto, but they haven’t uncovered anything that most investors weren’t already aware of.
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But while major corporations have the experience and expertise necessary to do business all over the 

globe, small- and medium-sized companies in Texas and California, for example, have to take a leap 

of faith if they are going to invest in Mexico. And that’s where Pena Nieto’s current crisis could 

present problems. Tony Payan, the director of the Mexico Center at Rice University, explains that 

when it comes to such U.S. companies that Mexico wants to attract, “there’s going to be some lost 

investment.”

Duncan Wood, a Mexico researcher from the Woodrow Wilson Institute in Washington D.C., 

believes the fallout from the rail contract will be more serious. If in addition to trying to diffuse what 

looked like a conflict of interest between Pena Nieto and Grupo Higa, the government admits there 

were weaknesses in the bidding process, it might discourage investment in key projects, including 

energy. Worse still is if the process was problem-free, and the government canceled the contract 

anyway. When it comes to the upcoming round of bids for contracts in the energy sector, some 

investors and observers might wonder if there will be pork-laden deals or question the process’s 

competitiveness. “If there are any doubts about the process being open and transparent, it’s going to 

diminish the appetite for investment in the energy sector,” Wood says.

The scandals relating to Pena Nieto’s residence, which his wife has pledged to sell, along with the 

canceled railway contract, could prove damaging if companies worry about the reputational risks of 

doing business in Mexico. “Clearly corruption reaches very high up in Mexico, up to the heels of the 

president,” Payan says. “But if [investors fear] that you have to be willing to engage in the corruption 

game to win contracts, that is not acceptable for U.S. companies.”

Investors will watch closely to see what steps Pena Nieto takes to address graft. “The scandal with the 

house could have much broader implications as it touches on the heart of Pena Nieto’s credibility and 

the fact that he hasn’t pushed anti-corruption legislation at all,” Dyer says. Moving forward, if Mexico 

wants to win new investment, Pena Nieto and his team will have to guarantee that the bidding process 

is straightforward—and not as compromised as it looks.

Pena Nieto has been widely criticized for his bungled response to the latest round of protests. But as 

he attempts further damage control, including disclosing details of his personal wealth, he has a 

limited schedule: By the end of the year, it will be clear whether he’ll be able to leverage the crisis 

into an opportunity to fight corruption, boost local security and get his economic agenda back on 

track. “Pena Nieto is at a critical juncture,” Dyer warns. “It’s up to him to institute significant 

institutional reforms” and win back the confidence of investors.

For now, they may not be convinced. Pena Nieto reportedly asked his wife to offer a televised 

explanation of her income to explain how she purchased the house. In her tepid, at-times evasive 

statement, she insisted, “I have nothing to hide.” But she has not provided documents to back up her 

claims. And Pena Nieto’s own subsequent asset disclosures hardly placated critics, as they provided 

only a limited picture of his wealth. Mostly they have been ignored and have done nothing to dampen 

protesters’ fury.

Mexican voters will want more information. And in the long run, so will foreign investors who want 

to see more concrete action to promote transparency and fight corruption.

Nathaniel Parish Flannery is a Mexico City-based analyst and writer. He has a master’s degree in international 

affairs from Columbia University and has worked on projects in Chile, Argentina, Colombia, Bolivia, Ecuador, Peru 

and Guatemala.
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