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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)

Compulsory Social Security

(Bismarck’s model)

National Healthcare Systems MixedSystems

(Beveridge Plan: unrestricted)

+ Three parties (government,

employers, employees)
+ Atenttion based on labor
status

5 Germany
[I France

+ Public (general taxes) Combination of
= Atenttion for everyone, systems

notwithstanding labor status
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- Sweden
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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):

o Basic health service

e Third level surgeries

e 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

2.2
I

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Source: Office of the President. Sixth Inform to Congress

02

Oliver Azuara (Informality) FED Dallas (slide 8) November, 2012 8/25



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:

o 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
@ Formal:

o Salaried (covered by social security IMSS, ISSSTE, other)
@ Self employed covered by social security (IMSS)

@ Informal:

o lllegal salaried workers
o Self-employed not paying contributions to social security

e Informality is very heterogeneous and multiple causes (i.e. regulation,
taxation, and inefficient provision of publicly provided goods.)

e How important is social protection (particularly Seguro Popular) in
promoting illegal salaried work?

Oliver Azuara (Informality) FED Dallas (slide 11) November, 2012 11 /25



Key Results

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

o Using use labor force surveys to measure informality and wages in
Mexico's urban areas
e 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
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SP.- Effect on Informality

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

Informality around the introduction of Seguro Popular
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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

A. Permanent and Temporal Formal Jobs IMSS. 1995 - 2011 B. Permanent Jobs Only (1995 - 2011)
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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.

o 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

o Skill formation slow
o Inefficiency of the school system
o 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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Figure: Introduction of SP by State
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Summary Statistics

1995 - 2010

Variable Obs. Mean Std. Dev. Min. Max
N Health Services or seif-empioyed 851,354, 05044 0.500 [] 1
Salaried and no health services 551,268, 05038 0500 0 1
Set-emplayed 553866 01712 0377 0 1
MNo contract 608,742, 03536 0478 0 1
Small firm [« 5 employees) 543,659 0.4233 0498 0 1
Gender [Male=1) 1,581,965 0.4681 0.499 0 1
Vears of Sch. 1,581,272 63439 6.219 0 2
Age 1.581.968 348716 14085 15 -]
Married 1,581,968 0.4936 0.500 0 1
Chidren in Household 1,581,968 38342 7.519 0 125
Growth electricity mun. 1,380,814 0.7690 20120 0983 1075317
Haspitals pe 1,562,106 0.0001 000012 0 0002
Economic Sector
Construction 1,551,968 0.0515 0221 0 1
Manufacture 1,581,968 01123 0316 0 1
Commerce 1581968 01314 0338 0 1
Services 1581968 0.2764 0.447 0 1
Other 1,581,968 0.0296 0.169 0 1
Mot specified 1,581,968 0.0018 0088 0 1
Sourees:
Segura Papular. Comision Nacianal de Proteccion Social en Salud. Annual information by village collapsed by nonrural units in the by municipality
i i portunidades. Annual i by village collapsed by nonrural units in the municipality
and ic variables. Authors' estimations using ENE ) and ENOE (. ]
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Endogeneity Analysis

Table IL.B.1 End ity Analysis. ity as Predictor of Year of Introduction of 5P
VARIABLES (4] (4] “ (o] L] m ®
Year 5P Year SP* Year 5P Late SP * Late SP ™ Late SP* Late SP*
Tnfommaliny” 1303° 1332* (5] 3689 0338 0.086 1.108
[0.674] [.686) o.785) 0220 [0x28] 0383 sy
Log Total Pop Mun -0.204° D00 0034
o [0.040] [0033)
Duwctors Per Capita -110.418* 51341 BT
[13.471] [44.453] [36.321)
Hespinls Per Capita 35,155.537 241106 1574160
[28.649.062] [m 572.511] [2.427.628]
% No Electricity 40537 0,764 1529
.78 o7 [0814)
Log GDP pc 0332 0.080 0.083
0.29 103 0.068]
Gt Fh Ga o
R [oe11] [M 3]
Agp 4015 0.m5
[0.04 oo [0 0] 4]
Years of Schooling 0174 <0007
[0.085) [0.036) [o o's]
Log Population St. 039204 0.081%
[@.131) [0.043)
Goversar PAN 0,039 0,005
[0 1!6‘] [o081)
Goversor PRD 02474
Pm] o m]]
Comstant LoT3eee THpr 1335 1166 04345+ 080 077 0441
[0.385) 11962 (3621 [3.500) [0.126) (0,843 (11 [L.033)
State FE No o %0 YES HO file) WO YES
sarvations ) 15 5 ) T L]
R 0080 0.589 0.007 0054 0.084 0.850
>
Mows A tha
B Dopeadaat vasiohi il o s el bt 2084, # was covesed aber this your

ol
Couilian thos h sl of o viible s sxplaising if s manicgabiy is covered by Popalar during the first thrws yoars of iy fuscrisning
NHSE: Mo haakh varvics ae wlf-

G
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Basic Results

Sample 1 Sample 1 Sample 3 Sampie 7 Sample §
ATl Schodling <=9 yrs Males Mammied, Schoolizg <= Schooling==, Age=34
COEFFICIENT 8 yrs. with children
m @ @) @) 5) 6y [] (L] ®) (10y
Informal _Informal _ Informl  Informal  Informal  Informal  Informal _Informal _Informal _Informal
T 5P D00+ 0008 003756+ DOOESE' | 000853t 0008 | 0007 | QOI2° 002t 00l
[000363] [D00§]  [O03]  [DOOS]  [0004]  [006]  [0O04]  [0008]  [0003]  [0.005]
Schoaling Q021 Q0280w o3 20000 00150
[0.001] [0.001] [0.00054] [901] [0.001]
Age D01pees D017 op17ee Dou3es D0150ee
[0.001] [0.001] @01 9011 [0.002]
Aget 0001+ 0001+ 0001+ D001+ 00014
0.000] 0.000] 0.000] [0.000] [0.000]
Male 0020w 00800% 0.000 0.000 01360
[0.005] [0.007] [0.000] [0.900] [0.007]
Married D01ges D011 Dsee 0.000 0001
[0.002] [0.002] [0.003] [0.900] [0.002]
Children 0003 0003+ 0002+ D0azess 00014
0.000] 0.000] 0.000] [0.000] [0.000]
Electricity Growth D0001%+ D0001%+ -0.0001 20001°+ 0001
[0.000] [0.000] [.000] [0.900] [0.000]
Comstnt 051904 DE32Ce DSEIee OS5I 0SISte O7As 0Ses DRG0 060G 1367+
[ooole]  [po2E 006 [O031] [P  [QO2]  [002] 4T [0N]  [0047]
Economic Sector FE N0 YES N0 ¥ES NO YES N0 YES ¥0 YES
YewFE N0 YES N0 YES w0 YES ¥O YES %0 YES
Observations 1043323 08eE1  G0ETEE | SIS0 30167 54006 17T D50l6 214505 183334
Number of mmicipaliies 330 B 350 bt 350 318 e Bl 350 318
 Resquired 0.000 0123 0.001 0135 0.000 016 00w 013 0000 o113
* signi 1075 ** sk e, *++4 signi: 1% Tustared by

iotas: memhnmmmnmluuumhmumhmmmmmm
Tnformality is mssasurod a3 10 haalth sarvices or sabf-umploysd

Soarce: Authors” sstimations ming ENE (1995-2004) and ENOE (2005-2009)
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Table 3

Basic Results 2. Sub-Samples

Sample 1 Sample 2 Sample 3 Samplcd Sample s
Al Schooling <=9 yr3 Males Mamied Schoolisz <=8 Schocling-=P, Ape-34
COEFFICIENT vrs. with children
)] @ @ (] ® () m L] ®) an
Informal Informal Informal Informal Infermal Informal Informal Imformal Informal Informal
Indicator 5P 0.003 0.008 0.033%* 0010 0009+ 0009 0007 003 0031 o0g"
[0.004] [0.006] 00 [0.005] [0.504] [.004] [0.005] [o00s] POM] [R5
Ind. Opornmidades 001 0.006 0.007% 0008 0001 o011 000 oo 000 22
[0.004] [o.018] [e003] [o.010] [0.004] {11 [0.005] [z Qo] [noo1)
Cremder 00154+ 0.080°** 0.00000 0000 133
[0.006] [0.008] 1000000 [0000] [o00s]
Age 00194+ DOIT MR Dom* PR
[.001] [.001] [.001] [0.001 [om)
Age? 0001+ 0.000%+* 0.000%+ 0.000%* 0.000%+
[0.000] [0.000] [0.000] [0.000] [0.000]
Schooling D001+%+ D030 D014 D020 DO1Teee
[0.001) ©.001] w.ou] T0.000) eo0)
Children 00014+ 0.000 £.000 0000+ £2.000
[0.000] [0.000] [0.000] [0.000] [0.000]
Lo popalation a0 0062 ~0.004 0076 0094
[0.063] [0.084] [0.085] [oosy [0.041]
Elscrricity Growth D.0001%+ D001+ _D000]*e* 001+ 00000
[0.004] [0.00001] [0.000] [0.000] [0.000]
Haspitals pe -151 523 121545+ 1@ T 130077 53 800%
[53.417 [53.23561) [B1.838] [76.560) [48.655)
Constant 0506+ 0684 0.565%+ 0.503%+ os1n 0.518%e 1818+ (112 20190
[0.003] [o3138] o0 [©.579] [0.003] [o341] [.003] (0880 [@.002] [0.555]
Sector FE NO TES o TES X0 YES ¥0 TES NO YES
Yeur FE No YES No YES %o YES %o YES NO YES
Observations 951354 24862 545851 470003 ST 497890 161312 1am 91168 165507
Number of ma 160 148 160 148 160 148 180 147 180 148
0.000 0121 0.001 0.125 0000 0110 0.000 0113 0001 0113

Re-squared
q.r_.ma“-...r.--x = et a %

Yome m,mu.». el
b oot g TT, (1993-2004) s FNOE (30052007}
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Basic Results 3. Different Definitions

of Informality

Self Employed Small Firm
(chooling <= years) (Schoolizg == years) < 5 employees. Schoolng <= years)
COEFFICIENT
()] (2] @ 0] ® ®)
Indicator 57 [ 0.016 0.003 0.001 [T 0000
[0.007] [oe10] [0.002) [0.003) [0.604] [0.004]
Ind. Opertmidades 0.002 0.009 0.008% 0001 0014t 0006
[0.009] [ [0.02] [0.003) [0.603] [0.005]
Schoaling 00404+ 2011+ Daaee
[ocon] [0.000) [o.001]
Aze 0064+ o011 Do0ges
) [o£01] [0.800] [0:300]
Ase' 0000+ 2000 P
[o00] [0.800] [0:300]
Male 00454+ A 04eee D0g0ee
[0207] [0.05] [0:906]
Marmied 00634+ (e 0,000
[0.002) [0.002]
G001 00670
[0.000] [0.000]
2000+ Py
[2:00001] [0.500]
02080 2200+ 05000+ 0461*+*
[0.001) [2:01110] [0.007] [0.018]
NO YES ¥O YES
¥O YES ¥O VES
%50 HETH 5 )
350 3 350 Bt
0.000 0115 0.002 0.4

o 30 banks benafe thromgh S amplever

5nw.v Asthory” estimations nsing ENE (1997-2004) and ENDE (2005-2009)
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Table 5

Basic Results 4. Transitions

o [} @ @ ® ® ™ ®
COEFFICIENT Tramsition  Transition Tramsition Trawsition Transition Tramsition Transition Trazsition
Formalto  Formalte E_:;;“D E_p’:;;'dh Informalte  Informal to 1-;1:;1 ” E_g:;d ®
Informal Informal Informal Informsl Formal Formal Formal Formal
Ind 5P 0.003 0.002 0.006% 0.002 001 0.003 0.000 0009
[0.004] [0.004] [0.003] [0.002] [0.002] [0.003] [0.002] [0.002]
Schooling 0010+ D18+ 0.004+++ 0.018++
[0.001) [.201] [0.000] [0.001]
Age 0008+ D004+ D001+ 0.004%++
[0.001] [0.500] [0.000] [0.000]
Aret 0.000%++ 0.000°+ 0.000 0.000°+
[0.000] [o.000] [0.00] [0.000]
Mile o1z D034 0.019%e 0034ve
[0.003] [o.202] [0.002] [0.003]
Married 0026% D004es 0104+ 0.00374%+
[0.002) [.501] [0.002] [0.001]
Children 00004+ 0.000°% 2.000 0.000%+
[0.000] [o.000] [0.000] [0.000]
Electricity Growth 0001+ 00004+ 2.000% 0.000+*
[0.000] [0.500] [0.000] [0.000]
Constant 011240 016504+ 017000+ 0.050°% 00860+ 0.04700 011000 004800
[0.003] [0.016] [0.00126] [0.004] [0.00184] [0.006] [0.002] [0.004]
Economic Sector FE ¥o YES ¥o YES NO YES ¥o YES
YeuFE VES YES YES ¥ES YES YES YES YES
Observations 158744 142488 568140 508924 10526 215800 568140 508024
Number of mn 331 302 331 304 33 303 ) 304
Rsquared 0.000 0.004 0014 0.663 0.001 0.050 00 0348

Standard errors clustered by municipality in brackets

44 .01, ** p<0.05, * p<0.1

Motes: Linasr probability modsl. Informmal is sbf amployed or no healh bansfits through the smployer
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