2 =
MPETIMESO'S

Business @ ntelligence

W{g

New Lapor Rules: How fb
Keep Compliance from
-roding Profitability

COMPETIMEXIRA

s Intelligen
er Your Emt@rpﬂse




I
COMPETIMEXO

Business @ Intelligence

We are a firm with over 25 years of experience,
collaborating closely with our clients and offering them
Business Intelligence solutions in the realms of Business
Consultancy, Administration and Accounting, Legal, Human
Capital, Technology, and Process Improvement.

We are convinced that education, experience, commitment,
and innovation are the foundation for delivering successful
solutions for your business.

At COMPETIMEX, we understand your needs and make your
goals our own, ensuring a solid platform for your
operational efficiency, profitability, and
competitiveness.

Our Services
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If you wish to know more about our services or have any inquiries regarding our company,

please contact us via email at info@competimex.com. \We are also available through

+52 (55) 5616 7283 ext. 101. L
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e Labor costs are rising faster than productivity under the new reforms, creating sustained
pressure on business margins and profitability.

* Poorly managed compliance with the new rules is not just a legal risk, but a financial one,
directly affecting costs, reserves, and cash flow.

* Protecting profitability requires a strategic approach to labor cost management through
financial planning, operational efficiency, and disciplined control.

Human Capital

Information
Technology

Process
Improvement

Recent labor reforms have significantly increased the cost of formal employment,
without a proportional gain in productivity. In this environment, compliance is no longer
just a legal obligation for companies, but a critical financial management issue that
requires anticipation, cost-structure adjustments, and stronger planning.
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In recent years, Mexico has undergone a profound
transformation of its labor framework. More than 30
reforms have reshaped working conditions,
improving employee welfare while also structurally
increasing the cost of formal employment. This new
environment marks a paradigm shift: compliance
with labor regulations is no longer merely a legal
matter, but a critical component of financial
management. Companies that fail to adapt their cost
structures in a timely manner will face mounting

pressure on margins and operating viability.
Changes in Labor Legislation

Among the most significant developments with
financial implications are the sustained increase in
the minimum wage—up more than 150% in real
terms between 2018 and 2026 (from MXN 123.20 to
MXN 315.04 per day)—with further average annual

increases of 12% projected through 2030; the ban on
personnel outsourcing for core business activities;
the expansion of paid vacation days; new obligations
related to remote work and psychosocial risk
prevention; and the gradual reduction of the
workweek from 48 to 40 hours. Additional proposals
under discussion include the right to digital
disconnection and a potential increase in the
Christmas bonus. Taken together, these measures
have materially increased total labor costs, not only
in wages, but also in benefits, employer
contributions, and regulatory = compliance
requirements.

Impact in Cash Flow

The financial impact of these reforms has been the
subject of several analyses. A study by Banco de
México” on the elimination of outsourcing found
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that workers shifted into direct employment
arrangements saw their income rise by 3% to 4%,
while also gaining greater job stability through access
to full benefits. Meanwhile, the Inter-American
Development Bank®@ estimates that formal labor
costs in Mexico—considering wages, benefits, and
employer contributions—increased from
approximately 10.4% of income (GDP) per worker,
measured in standardized dollars, in 2013 to nearly
27% in 2025. This increase reflects not only higher
wages, but also a significant expansion in the labor
obligations companies must now meet to retain
their workforce.

By contrast, productivity has not followed the same
trajectory. After the decline recorded during the
pandemic, labor productivity has shown a gradual
recovery; however, it remains below pre-pandemic
levels and, more importantly, has not grown at a
pace proportional to the rise in both employee
benefits and labor costs. This divergence between
rising costs and stagnant productivity represents
one of the most significant structural risks for
businesses, as it places direct pressure on
operating margins.

Labor productivity measured by employed population and
total hours worked (2018=100 index, seasonally adjusted)
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Source: Competimex, S.C. | Based on information from INEGI.

Business Intelligence

for

This increase in labor costs has clear implications
for financial statements. On one hand, it raises cost
of sales and/or operating expenses; on the other, it
requires more accurate recognition of labor-related
provisions and tighter financial planning. Poor
management can lead to understated liabilities,
accounting distortions, and liquidity risk.

This is compounded by hidden costs that are often
underestimated: higher employee turnover, an
increase in  labor disputes, and additional
administrative burdens. At the same time,
non-compliance or weak implementation can
result in financial penalties, legal contingencies,
and reputational damage.

Business Efficiency Challenges

Against this backdrop, companies must recognize
that labor management is now a strategic function
requiring close coordination across human
resources, treasury, and accounting. Organizational
performance can no longer be limited to formal
compliance  alone; it must incorporate
labor-related impacts into both financial and
operational planning.
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e Companies need to reconfigure their cost M Casco, José L., Ledn Ferndndez Bujanda, and Laura Kurczyn.
structures. This includes reviewing salary bands, Outsourcing, Employment, and Wages: Evidence from a Reform in

S : ; Mexico. Banco de México Working Paper No. 2024-20.
redesigning compensation and benefits schemes, . - .
https://www.banxico.org.mx/publicaciones-y-prensa/documentos-de-i

and identifying efficiency opportunities through nvestigacion-del-banco-de-mexico/resumenes-ejecutivos/%7BE88DC7
process automation and digitalization. 5D-281C-E9D5-9F84-FEDFF69CBB24%7D. pdf

. . . @ Inter-American Development Bank (February 27, 2026). Salaried
* Financial planning must be strengthened through o , _
Labor Costs in Latin America and the Caribbean: A Ten-Year Update.

scenario modeling that incorporates regulatory Social Protection and Labor Markets Division (VPS/SCL/SPL).

changes currently in the implementation pipeline. https://data.iadb.org/es/dataset/tables-and-figures-for-salaried-labor-
costs-in-latin-america-and-the-caribbean-a-ten-year-update

¢ Control and compliance mechanisms must also be

reinforced, including periodic labor audits and the

timely, accurate integration of relevant information

into the financial statements.

The key is not simply to absorb rising costs or
attempt to pass them through to prices, but to
manage them strategically. In this context, labor
compliance should be viewed as an investment in
operational stability rather than as an unavoidable
cost that undermines profitability. Effectively
managing these new obligations requires financial
discipline, strategic vision, and adaptability.
Companies that fail to evolve in line with these new
dynamics will face a gradual erosion of profitability.

At Competimex, S.C., we bring more than 25
years of experience supporting companies in
administrative and financial management. Our
approach integrates labor-impact analysis,
cost-structure redesign, and proper accounting and
tax alignment, enabling organizations to adapt to
regulatory changes in an orderly, efficient, and
sustainable manner.
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