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Demographic Trends

Figure: % of Households Headed by Females
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Demographic Trends

Figure: % Births by Mother’s Marital Status
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Demographic Trends

Figure: Teenagers births as % of Total Births
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Health Systems

Mexico: Provision and Funding of Health Systems: IMSS (private sector),
ISSSTE (public sector) Seguro Popular (Not Covered by IMSS or ISSSTE)
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Seguro Popular

Started in 2002 as program and 2004 was converted to an entitlement
Provides coverage of health services through public voluntary
insurance
Conditioned on no formal job, being self-employed and not being
covered by any of the social security institutions (IMSS, ISSSTE)
Basic coverage (275 medical procedures):

Basic health service
Third level surgeries
Provision of medicines (422)

Seguro Popular did not involve a reform of the contributive Social
Security systems.
Federal government gives a direct subsidy to the States depending on
the number of affiliates (Total: 45 bn Pesos in 2011)
The benefit in current pesos of 2011 for covered households was
equivalent to 4,000 pesos (Aprox. 300 USD)
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Seguro Popular

Figure: Millions of Households Covered
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Effects of Social Protection

50% of the employed urban population (villages >50K) is informal:
i.e. not covered by IMSS/ISSSTE or self-employed.
Providing health benefits to informal workers could make informality
more attractive.
SP may increase informality.
10% of formal workers will be informal the next quarter and 10% of
informal workers will be formal the next quarter.
SP provides a substantial benefit:

SP spending per enrolled person in 2009 represented 5% of the wage,
which is similar to the cost of health insurance in the USA
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Effects of Social Protection: Labor mobility

Figure: Labor Mobility in Mexico but also in the US
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Informality

Informality is a urban phenomenon. Restricted the analysis of
population living in cities (>50K inhabitants)
Definitions of formality and informality

1 Formal:
Salaried (covered by social security IMSS, ISSSTE, other)
Self employed covered by social security (IMSS)

2 Informal:
Illegal salaried workers
Self-employed not paying contributions to social security

Informality is very heterogeneous and multiple causes (i.e. regulation,
taxation, and inefficient provision of publicly provided goods.)
How important is social protection (particularly Seguro Popular) in
promoting illegal salaried work?
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Key Results

SP did not significantly increase overall informality in the urban areas
of Mexico.

Using use labor force surveys to measure informality and wages in
Mexico’s urban areas
Linear probability model

For workers with 9 years of education or fewer, informality increased
by 0.9 percentage points (1.5%) after the introduction of SP.
No impact of SP on self-employment.
Impact of SP on informality estimated by other papers ranges
between no effect (Campos-Vasquez and Knox, 2008, Barros, 2009,
Aguilera, 2011) and a small effect (Bosch and Campos-Vazquez,
2010, Aterido, Hallward-Driemeier, Pages, 2010).
SP has at most a small effect on informality.
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SP.- Effect on Informality

Figure: % Births by Mother’s Marital Status
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SP.- Effect on Informality

Figure: Balanced Panel 3 years pre-post introduction of SP

Oliver Azuara (Informality) FED Dallas (slide 14) November, 2012 14 / 25



Why did SP have such a small impact on informality?

Health benefits are only one of the reasons why someone works in the
formal or the informal sector.
Informality: choice or exclusion? Previous literature shows that
self-employment is likely to be a choice.
SP had no effect on self-employment.
Health benefits are probably not a key determinant of whether
someone works formally or informally.
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Formal jobs and Economic Performance

Figure: Economic Growth and New Formal Jobs
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Informality & Local Institutional Capacity

Figure: Collection of Taxes by Level of Government
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Conclusions

SP did not affect overall informality.
SP increased informality among less educated workers, but the effect
was small.
Health benefits are likely not the key reason why people work formally
or informally.
Policy lesson for SP: SP likely had a globally positive impact since it
increased health coverage with very limited effects on informality in
the labor market.
Informality is closely related to

Skill formation slow
Inefficiency of the school system
Rigidity of labor and capital markets

Mexican family is under stress and this likely has major implications
for child development and skill development
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Rollout

Figure: Introduction of SP by State

Oliver Azuara (Informality) FED Dallas (slide 19) November, 2012 19 / 25



Summary Statistics

1995 - 2010
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Table 1

Endogeneity Analysis
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Table 2

Basic Results
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Table 3

Basic Results 2. Sub-Samples
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Table 4

Basic Results 3. Different Definitions of Informality
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Table 5

Basic Results 4. Transitions
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