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From Reform to Risk: How Mexico’s Judicial Overhaul is
Driving Business Towards Arbitration

BY ALONDRA LOPEZ BARRERA"

Mexico has become the first country in the world to elect its entire judiciary, including its
Supreme Court justices, through popular election.! On September 15, 2024, Mexico enacted an
unprecedented judicial reform that overhauled the judiciary.? The country has shifted from a merit-
based appointment system to one of popular election and supplanted its judicial council with an
administrative body and a judicial disciplinary tribunal.® After a contentious election, the first phase
of the judicial reform took life on September 1, 2025, as more than 2,600 federal and local judges,
including all nine justices of Mexico’s Supreme Court of Justice of the Nation (“SCIN”), were
sworn in to begin their new roles.*

Mexican leaders tout the judicial reform as a democratic milestone that will root out
corruption and better reflect the country’s constituency. ® Yet, legal practitioners, businesses, and
investors alike are unconvinced, citing legal unpredictability, market volatility, and growing loss
of faith in the rule of law.® Pointing to a haphazard vetting process, purging of institutional
knowledge, and a widespread lack of experience in commercial matters among the new judges,
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experts have warned that Mexico’s judiciary will now be more vulnerable than ever to criminal
influence and institutional corruption.’

Judicial stability is a key factor in promoting investment and cross border transactions.
This judicial overhaul, therefore, raises pressing questions about predictability and fairness in
commercial disputes. As SCJN begins its first term, the court itself is on trial. SCIJN’s inaugural
cases, concerning commercial and constitutional issues on tax evasion, Mexico’s mandatory
pretrial detention policy, and militarization of civilian government operations, are scheduled to be
heard in the upcoming weeks. ® With judges now accountable to voters rather than precedent,
businesses are not waiting for the results of this judicial litmus test. To circumvent the judicial
volatility, companies have begun seeking protection through alternative jurisdictions and are
increasingly turning to arbitration as a reliable option for resolving commercial disputes involving
Mexican parties.’

Legal professionals and consultants in the bankruptcy and restructuring sectors have noted
that distressed debtors lack confidence in the Mexican judiciary’s ability to enforce key bankruptcy
processes, mainly because of the difficulty in finding “a bankruptcy judge with any experience after
judicial reforms swept the country.”!* Practitioners cite /n re Mega Newco Ltd., as an example of
Mexican companies seeking out different jurisdictions in light of the reform.!"" Mega Newco
Limited, a U.K.-based subsidiary, was created solely to assist its parent company through its
restructuring scheme.'> After initiating bankruptcy proceedings in the U.K., United States
Bankruptcy Court for the Southern District of New York granted the Mexican industrial and
financing group Chapter 15 recognition earlier this year.'

Although Mexico has a longstanding pro-arbitration stance, experts are urging parties to
ensure their “contracts with Mexican counterparties contain clear and comprehensive arbitration
provisions,” to review existing agreements subject to Mexican laws, and, if possible, to “renegotiate
dispute resolution provisions in light of the new judicial landscape.”'* As more businesses consider
arbitration to avoid Mexican courts, American arbitration providers are expanding to accommodate
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the expected rise in arbitration in cross-border litigation.'> However, arbitration has its limits: it can
be expensive, unavailable to parties lacking arbitration clauses, and certain arbitral rulings must
return to Mexican courts for final approval and enforcement.'®

As experts continue to guide businesses through the implications of the reform, whether
arbitration will become the preferred mechanism for managing cross-border disputes in Mexico
remains to be seen.
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