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INTRODUCTION

In any economic sector, regulatory 
commissions are considered essential to 
give private investors greater certainty and 
create a level playing field of opportunities, 
especially in industries where state 
monopolies exist. The legal frameworks 
of such regulatory commissions are 
also intended to decrease the impact of 
abrupt political shifts that can occur when 
administrations change. The elected terms 
of commissioners in energy regulatory 
agencies, for example, are often designed 
to outlive or straddle presidential terms in 
order to avoid undue political interference 
with market forces. Mexico is no exception 
to this pattern. The 2013 energy reform, 
which opened Mexico’s hydrocarbon and 
electricity industries to private investors, 
addressed the autonomy and independence 
of the regulatory commissions. This was 
an important consideration due to the role 
these organizations play in the opening of 
the previously closed energy sector. Two 
regulatory commissions are central to this 
discussion: the National Hydrocarbons 
Commission (CNH) and the federal Energy 
Regulatory Commission (CRE). 
 The CNH is charged with tendering 
contracts for exploration and production to 
oil and gas companies, be they private or 
state-owned, domestic or foreign.1 Thus, it 
is important to keep the CNH’s work safe 
from political interference, which could 
influence how it awards these contracts. 

As an example, for political reasons rather 
than technical ones, the president could 
decide to favor Pemex, Mexico’s national 
oil company, to be the operator in certain 
areas over other, perhaps more competent 
or efficient, companies. The president could 
do this to revive resource nationalism in 
the general public discourse or enhance 
the political support of the oil workers 
union toward a certain government agenda 
or political party. However, the CNH was 
crafted to resist those political pressures. 
By law, its decisions must remain 
independent and consider the most capable 
oil and gas operators rather than only those 
with political support.2

 A similar concern applied to the CRE, 
which was created in 1995 with limited 
power to regulate some midstream 
activities in the natural gas industry, and 
with even more limited power regarding 
electricity. The commission went through 
a significant overhaul in the 2013 reform, 
which gave it vast legal powers to 
regulate a wide variety of activities both in 
hydrocarbons and electricity. For example, 
the CRE sets the price cap for automotive 
fuels and regulates industrial and residential 
electricity rates, which was previously a 
power held by the Ministry of Finance. Yet 
as the CRE has become more powerful, it 
has also become more visible to the general 
public and therefore more open to scrutiny. 
After over 20 years of being largely 
invisible, the CRE began to be identified 
as responsible for decisions of significant 
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to gradually liberalize fuel prices starting 
in January 2017. This announcement 
was relevant for a number of reasons. 
First, matters related to fuel prices had 
previously been dealt with by the Ministry 
of Finance, primarily due to the impact of 
fuel prices on constituents. Mexicans were 
used to fuel price controls and not used 
to dealing with pragmatic, market-based 
decisions on fuel pricing. When the former 
chairman of the CRE, Guillermo García 
Alcocer, delivered a press conference8 on 
the mechanisms by which prices would be 
liberalized, his speech was more technical 
than political. Also, the minister of finance, 
who traditionally controlled gasoline 
pricing policy and was the previously 
authorized spokesman regarding these 
matters, was allowed to take a lead role 
at the conference; the idea was that the 
conference should be seen as a moment 
of transition for Mexico’s fuel price policy. 
This turned out to be a mixed blessing 
for the CRE. On the one hand, the days 
of being invisible were over. On the other 
hand, public perception was not favorable. 
The regulator was perceived to be a friend 
of private companies and a foe of the 
people.9 This first impression was not 
forgotten and became part of the political-
electoral fight during the 2018 elections 
just a few years later.
 By the time the Peña Nieto government 
left office in 2018, gasoline and diesel 
prices were being set by market forces. 
However, upon his election, the media 
asked President Andrés Manuel López 
Obrador what he thought of energy 
policy and regulators in general. He 
responded that regulators were the makers 
of neoliberal policies that protect the 
interests of private companies instead 
of serving the people.10 His words found 
support in the electorate, and based on his 
statements in daily press conference and 
other interviews,11 it subsequently became 
clear that the new president would seek 
to undermine independent regulators. The 
question was how. Would he put significant 
political pressure on them? Would he go as 
far as amending the constitution and the 
law to diminish the independence of the 

social impact, such as establishing the 
prices of automotive fuels and electricity, 
following the 2013 energy reform.

REGULATORS: SMALL AGENCIES,  
BIG DECISIONS 

In a market economy and a liberal 
democracy, regulatory commissions are 
an important part of the institutional 
scaffolding that protects markets and 
consumers. The commissions may be small 
in size, but they make important decisions 
that ensure market fairness and hold 
all market actors accountable. Gasoline 
prices in Mexico are an important example 
of their activities in this regard. Gasoline 
pricing initially brought the CRE to national 
attention, albeit not necessarily for the right 
reasons. During the Christmas season of 
2016, when the price of gasoline increased 
significantly as a result of increased holiday 
demand, a spike in the price of oil, and 
the devaluation of the peso,3 social unrest 
flared and a public demand for greater 
accountability rose.4 Since the price of 
gasoline was still under government control, 
many people believed the government was 
responsible for the price hike.5 The Ministry 
of Finance responded that the price of 
gasoline had gone up as a result of the 
devaluation of the peso, increased imports, 
and high demand during the holiday 
season.6 José Antonio Meade, the minister 
of finance at the time, affirmed that the 
government had no control over the factors 
that caused the price hike, and that price 
controls and subsidies would have other 
significant costs. The money spent on 
subsidies would have to be taken away 
from education, housing, health, and other 
relevant programs. In sum, Meade made it 
clear that, although politically unpopular, 
the government decided to let prices rise  
as needed.7 
 In the midst of popular discontent, 
another voice emerged to address this 
issue—the CRE. The CRE advocated for 
market-based pricing for fuels and fewer 
government controls. The chairman of 
the CRE announced a series of measures 
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regulators? To understand this better, it is 
important to understand the institutional 
design of the regulators before the 2013 
reform and how it has changed today.

ENERGY REGULATORY AGENCIES 
BEFORE AND AFTER THE  
2013 REFORM

Up until the 2013 energy reform, the 
energy sector’s regulatory commissions 
were part of the Department of Energy. 
Although there was not a clear relationship 
between the independent commissions 
and the secretary of energy, as they were 
legally autonomous, there were several 
aspects in the commissions' design that 
made them vulnerable to political pressures 
from the energy department and beyond. 
At first, commissioners were appointed 
by the president, with no Senate approval 
required. However, a constitutional 
amendment in 2011 established a more 
intricate appointment procedure, with 
greater checks and balances.12 Following 
this amendment, the president could 
not propose a single candidate for a 
commissioner vacancy to the Senate and 
instead must submit three candidates with 
specific qualifications. Those candidates 
had to appear before the Senate for 
evaluation and approval.13 The candidate 
with the most Senate votes would fill 
the commissioner vacancy. Furthermore, 
removing a commissioner required 
clear, well-established legal reasons that 
had to be argued and proven.14 Several 
commissioners were appointed in this 
fashion, while none were removed. 
 When the 2013 energy reform 
was discussed, the 2011 change to the 
appointment procedures was deemed 
insufficient to ensure true regulatory 
independence. Besides Senate approval and 
clear legal reasons for removal, additional 
measures were taken to ensure the 
autonomy and independence of energy 
regulators. Here, it is important to be 
clear what autonomy and independence 
mean. Autonomy refers to how much 
these agencies are governed by their own 
rules and if they have specific legal powers 

that allow them to act without external 
authorization. In turn, independence 
is a series of conditions that shield 
commissioners from external pressures, 
including those from interest groups, 
regulated companies, legislators, and even 
the government.15 Both the autonomy and 
independence of the energy regulators 
were to be protected in the new energy 
reform. Even so, the fact that the 2013 
reform overhauled the energy model 
from a state-controlled to an open one 
still posed many new challenges for the 
regulators both in terms of their autonomy 
and independence. However, the new 
framework was good progress.
 Despite these advances, it was still 
unclear if regulatory commissions would 
be able to enforce their legal powers 
without external pressure or interference, 
especially in an environment where they 
are often seen as suspicious and they faced 
formidable market actors such as Pemex. 
Indeed, this question was particularly 
relevant when it came to regulating Pemex, 
a previously protected monopoly, as a 
competitor in an open market. Before the 
reform, pressures from the government 
itself kept the regulatory commissions 
from enforcing market efficiency rules 
against Pemex.16 It was common for 
industrial groups doing business with 
Pemex, for example, to file for and obtain 
injunctions against measures that would 
end energy subsidies by the company. 
Each time the regulatory commissions 
tried to adjust tariff rates toward market 
benchmarks, industrialists would resist 
regulatory change, be it through political 
means or litigation.17 Industrial groups 
have even reached out to the secretary of 
energy for guidance rather than deal with 
the commissioners, who were considered 
technocratic and insensitive to the plight 
of Mexican industrialists. If the industrial 
groups claimed that they were entitled 
to low tariff rates because they were 
essential to the Mexican economy, the 
secretary of energy sided with the them, 
often against the recommendations of the 
commissioners, because of the political 
costs involved in ignoring industrial groups. 

MEXICO’S INDEPENDENT ENERGY REGULATORY AGENCIES: INSTITUTIONS AT RISK
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the electricity industry, the CRE has taken 
the challenging tasks of determining how to 
calculate the tariff rates for the residential 
and industrial sectors,22 drafting model 
contracts, and approving generation permits. 
 Both agencies went through a steep 
and complex learning curve, and each one 
faced its own particular challenges. From 
the outset, the CNH had to create a market 
of exploration and production transactions 
in a country that had an energy monopoly 
for nearly 80 years. The exclusivity of 
Pemex had been neutralized in the law 
with the energy reform, but not in the 
discourse of important political figures 
like López Obrador, who became president 
in 2018. The CRE, on the other hand, was 
handed the challenging task of launching 
the electricity and fuel markets, as well as 
determining the pricing frameworks, which 
are sensitive to the reactions of consumers. 
In this sense, the CNH was expected to 
raise production and the CRE was supposed 
to regulate the markets to lower prices. 
 Thus far in 2019, neither of these 
expectations has been met. Since 2004, 
Mexico's hydrocarbon production has 
continued to decline with only a slight 
recovery in 2019.23 This has been largely 
because the oil wells for which the new 
contracts were tendered hold relatively small 
potential and are still in the development 
stage.24 There are promising projects located 
in the deep waters of the Gulf of Mexico that 
have just begun exploratory drilling. Expected 
production from these fields may come in 
eight to 10 years from the time of this writing, 
contingent on exploratory success.25 This is 
largely why Mexican oil comes from Pemex, 
which has been in worsening financial and 
operational conditions.26 For these reasons, 
production has continued to decline, and 
López Obrador has argued that the energy 
reform is simply not able to reverse this 
trajectory. While the numbers seem to 
support his claim, the problem may actually 
be in the way the reform was implemented 
and not in the reform model itself. If the Peña 
Nieto government had tendered larger and 
more profitable oil and gas fields, it is possible 
that Mexico could be experiencing more 
exploratory success, if not greater production. 
 López Obrador has, however, blamed 

 These considerations led the 2013 
energy reform to include greater 
protections for the regulatory agencies and 
their commissioners. In addition to keeping 
the previously mentioned congressional 
approvals, the reform included some 
institutional changes to strengthen 
both the autonomy and independence 
of regulatory commissions. For one, 
agencies would be positioned outside the 
department of energy, and they could 
request and administer their own budget. 
They could also retain any of the duties paid 
by companies for their services, including 
permits, authorizations, or licenses. This 
was intended to secure a sufficient and 
independent income for the commissions.18

REGULATORY AGENCIES AND THE 
ENERGY REFORM 

During the Enrique Peña Nieto 
administration (2012-2018), regulatory 
affairs were conducted smoothly, and 
regulatory agencies showed no signs 
of conflict with any political, social, 
or economic interest group. The CNH 
conducted two complete rounds of 
exploration and production contracts. 
As a result, 145 contracts were awarded 
to companies from all over the globe, 
including Pemex, which in fact won the 
most contracts, including both solo and 
collaborative contracts.19 The degree of 
professionalism and transparency of the 
CNH’s procedures won recognition in the 
international community. In just five years, 
the CNH has come to be regarded as a 
highly professional and efficient regulator 
in the global oil and gas industry.20 
 The CRE, on the other hand, had 
different challenges when compared to 
the CNH. While the latter has legal power 
to regulate matters exclusively related to 
hydrocarbon exploration and production, 
the CRE‘s scope of work encompasses a 
wide spectrum of activities related to both 
the hydrocarbon and electricity industries. 
In the former, it regulates downstream and 
midstream activities, such as the transport, 
storage, and distribution of hydrocarbons, 
refined products, and petrochemicals.21 In 
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the reform model itself for falling short 
of the expectations created by the Peña 
Nieto government.27 In his discourse, López 
Obrador blames the reform for Mexico’s 
shrinking hydrocarbon richness. To this 
effect, he has warned that his government 
would stop all exploration and production 
tenders and that he would undertake a 
revision of all projects in three years, which 
is the deadline he gave companies to 
produce results, regardless of the timeline 
established in their original contracts. 
López Obrador’s rationale for suspending 
all tenders until production increases has 
no basis on industry experience, which 
indicates that if Mexico needs more 
reserves and oil, it needs more operators 
and stronger regulators. Instead of 
cancelling tenders, the government should 
take the opposite route. It should tender 
more contracts over larger areas to more 
capable companies. 
 Political pressure has also certainly 
been used against these regulatory bodies. 
With regard to the CRE, López Obrador 
has claimed that it has served “neoliberal” 
interests, is technocratic, and has no social 
purpose—all major problems in his view.28 
This is the kind of discourse that puts the 
regulatory institutions at risk, through 
political pressure and the threat of future 
changes in the law. Political pressure also 
accounts for the resignation of various 
commissioners from the CNH.29 At the 
same time, a former chairman of CRE, 
Guillermo García Alcocer, declared publicly 
that he was under pressure to resign but 
that he would not.30 The president, in his 
daily press conference, responded that 
García Alcocer was under investigation 
by the government due to conflicts of 
interest.31 This prompted the resignations 
of three commissioners, Marcelino Madrigal, 
Montserrat Ramiro, and Guillermo Zúñiga.32 
For months, the CRE did not have the 
manpower to deliberate and vote on issues 
under its purview, and no permits or rules 
were discussed or issued either. 33 
 García Alcocer stayed and new 
commissioners were appointed following 
a controversial selection process in which 
all nominees failed senatorial review twice 

because the Senate committee felt that they 
lacked technical expertise.34 However, the 
Law of Coordinated Regulatory Agencies 
establishes that after two rejections from 
a Senate committee, the president may 
appoint the persons he wishes without 
further consultation with the Senate.35 Thus, 
López Obrador was able to appoint four 
commissioners without Senate approval, 
and the CRE restarted its operations, now 
staffed with López Obrador’s loyalists.36 
These appointments directly threaten the 
independence of the commission. Not 
surprisingly, a few days after the new 
commissioners took office, García Alcocer 
announced his resignation and explained that 
López Obrador’s vision of a state-controlled 
industry of the new commissioners was 
incompatible with his own.37 

ENERGY REGULATION NO MORE?

The fate of Mexico’s energy regulators 
is uncertain at this point. The CNH’s 
commissioners do meet, make decisions, 
and grant approvals. They also hold 
seminars and information sessions 
to engage the public. Under the new 
commissioners, there is no apparent tension 
between the commission and the current 
government, but the work of the CNH is 
no longer as effective as it was with the 
previous government. When the Peña Nieto 
government was in office, for example, 
tenders for exploration and production 
contracts made by the CNH were a critical 
part of the energy reform. But no such 
contracts are discussed today and all 
tenders are now cancelled,38 making the 
work of the commission largely irrelevant.
 The status of the CRE is different, as it 
is being run by López Obrador’s appointees. 
For this reason, the relationship with 
the administration runs more smoothly. 
However, the efforts by the CRE to decrease 
the dominance of state monopolies over 
the energy market have halted. The current 
state of affairs for both the CNH and CRE 
raises the question of whether Mexico may 
be facing the end of independent energy 
regulation. What is certain is that these are 
institutions at risk, and potential investors 
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in Mexico’s energy sector may shy away as 
the guarantors of a competitive market are 
now substantially weakened. 
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