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PREFACE
Mexico is currently undergoing a significant demographic change owing to a declining birthrate
and advancements in living conditions, health care, and technology that have increased life
expectancy for older persons in Mexico. The present day offers a unique opportunity to reform
and adapt social security, saving, health care, and employment policies before the Mexican Baby
Boom Generation begins to retire in 2040. To be able to do so, one needs to start with taking
stock of the current situation. This study describes the income security, health status, and health
care coverage of older persons in Mexico, and presents policy recommendations that may lead to
further exploration of specific options.
We examined the relevant literature from various disciplines, including economics,
demography, and health, and conducted analyses using available data. The introduction of the
monograph describes the scope, methodology, and organization of the study; the second section
explores the demographic and epidemiological transition that Mexico is experiencing with a
focus on poverty in old age. The third section describes the Mexican pension and health care
systems for workers in both the formal and informal sectors of the economy. The fourth section
of the monograph explores the various sources of income that older Mexicans rely on, including
labor income, business revenue, family transfers, remittances, pensions, and asset and property
income in order to characterize financial security at older ages. The fifth section discusses the
links between health status, health care coverage, and income among older persons in Mexico.
The final section presents recommendations for increasing old-age income security and health in
Mexico through further research and policy reform in specific areas.
This monograph may be of interest to policy makers, the private sector, and residents of
Mexico, the United States, and other countries undergoing a similar demographic transition. The
work was jointly sponsored by Centro Fox, AARP, and the RAND Corporation to encourage the
public and private sectors to find solutions for improving the well-being of older persons in
Mexico.
The authors of this report are listed in alphabetical order. Questions or comments about
this report are welcome and should be directed to the project leaders:
Emma Aguila
RAND Corporation
1776 Main Street
Santa Monica, CA 90401-3208
310-393-0411 x6682
Emma_Aguila@rand.org
Arie Kapteyn
RAND Corporation
1776 Main Street
Santa Monica, CA 90401-3208
310-393-0411 x7973
kapteyn@rand.org
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EXECUTIVE SUMMARY
Mexico is undergoing an unprecedented demographic change, with a rapidly aging population
caused by a declining birthrate and improved life expectancy. Studies show that the birthrate,
which has declined markedly since 1960, is expected to fall further in the decades to come and
that rapid advancements in living conditions, health care, and technology are increasing life
expectancy for the older Mexican population. It is critical for policy makers, the private sector,
and citizens alike to understand the complexity of the phenomenon of an aging population in
Mexico. Due to the Mexican Baby Boom Generation’s presence in the labor market, the present
day offers a window of opportunity to adapt policies regarding pensions, health care, formal
sector employment, and saving for retirement before these baby boomers, born between 1980
and 2005, begin to retire in 2040.
Centro Fox, AARP, and the RAND Corporation jointly sponsored this study to contribute
to the policy debate by presenting the current state of income security, health status, and health
care provision in old age, as well as to encourage a deeper commitment of the public and private
sectors to finding policy solutions that improve the well-being of older people in Mexico.
Study Purpose, Scope, and Approaches
An increasingly aging population can burden traditional retirement systems and health care
services. The purpose of the study is primarily to take stock of where Mexico is, using available
information during the 2000s. In some cases, we show historic or projected future time series and
compare outcomes from Mexico with other countries to provide the context for the analysis. The
scope of this study is to provide a succinct description of a number of major dimensions of the
state of older people in Mexico:
•
•
•
•
•
•
•
•

The social groups least and most vulnerable to poverty
The socioeconomic status of the older population
The structure of social security programs currently in place
The private instruments available as an alternative to save for retirement
The current state of health care provision and health insurance coverage
The sources of income at older ages both when working and during retirement
The role of remittances and family transfers as sources of income in retirement
The health conditions, health care coverage, and health expenditures of the older
population

We also discuss potential avenues for further research and policy analysis in Mexico. In the
concluding chapter, we suggest a number of policy recommendations, which may motivate
future work on approaches to improving the income security and health status of older persons in
Mexico. We hope that this publication will generate more debate and policy analysis of this
topic.
For this study, we both reviewed the relevant literature and conducted analyses using
survey data. We largely relied on the most suitable and recent data set that is currently available

i

Living Longer in Mexico: Income Security and Health

for this analysis, the Mexican Health and Aging Study (MHAS), and supplemented it with other
sources whenever appropriate. The MHAS is a nationally representative panel survey of
Mexicans born before 1951 and has two waves of data, collected in 2001 and 2003. In this study,
we used the 2001 data.
Findings
The Mexican Population Is Aging and the Incidence of Chronic Disease Is Rising.
Life expectancy at birth for Mexicans increased from 36 to 74 years between 1950 and 2000 and
is projected to continue increasing, with life expectancy at birth in 2050 predicted to be 80 years.
At the same time, Mexico has experienced a steady decline in fertility from an average of 7
children per woman in 1960 to 2.4 in 2000. Birthrates fell from 46 per 1,000 people in 1960 to
21 births per 1,000 people in 2000. The effects of falling birthrates and increased life expectancy
on the composition of Mexico’s population are illustrated in figure S.1; the population pyramids
reveal a gradual transformation from the 2005 triangular shape, which is characterized by a large
young population, into a much more rectangular shape by 2050, implying a larger older
population.
In 2008, Mexico ranked 15th, with at least 6.7 million individuals aged 65 and older. The
older population in Mexico is growing rapidly, with a 232 percent increase expected by 2040 and
a higher expected increase than 10 other Latin American countries, including Brazil, Peru, and
Guatemala. The United States is expected to experience a 107 percent increase over the same
period.

ii

Living Longer in Mexico: Income Security and Health

Figure S.1
Mexican population pyramids: 2005 and 2050
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Source: CONAPO (Consejo Nacional de Población), Proyecciones de la población de México de
las entidades federativas, de los municipios y de las localidades (2005–2050) (CONAPO, 2008),
available at
http://www.conapo.gob.mx/index.php?option=com_content&view=article&id=36&Itemid=234P
opulation%20projections.
Related to Mexico’s increase in the number of older people are changes in disease
patterns. Because people are living longer, chronic and degenerative diseases and disability are
far more prevalent than in previous decades. In 1990, noncommunicable diseases caused 57.8
percent of deaths; this figure increased to 73.8 percent in 2004.
iii
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These demographic and epidemiological transitions raise questions about the
sustainability of the current systems for providing financial security and health care for older
people in Mexico.
Older People in Mexico Are Vulnerable to Poverty.
According to Mexico’s official food poverty measure, approximately 20 percent of the
population in 2001 lived in poverty, and the poverty rate increases to almost 30 percent among
those aged 65 and older. Older people living in rural areas are especially vulnerable, as they may
lack the labor income and social security coverage of their urban peers. Gender also plays a role:
Older men are more at risk for poverty than older women, possibly because women are more
likely to receive family support in old age.
Pension and Health Care Coverage Depend on Type of Work Previously Performed.
The Mexican pension and health care systems are structured in a way that allows gaps in
coverage. Employees affiliated with a social security system contribute to a pension and
contribute to and receive health care through their social security institution. However, coverage
rates of social security are low, not only compared with other Organisation for Economic Cooperation and Development (OECD) countries, but also compared with many other Latin
American countries. In Mexico, social security contributions are not mandatory for the selfemployed. The uninsured are therefore located within the informal sector of the economy, which
is composed of either self-employed or wage earners who do not make social security
contributions.
Less than half of the older Mexican population is covered by the social security system,
which provides pensions and health care for individuals who have been employed for a
sufficiently long period in the government or formal private sector. Workers in the formal private
sector are covered by the Mexican Institute for Social Security (Instituto Mexicano del Seguro
Social or IMSS). A subset of the formal sector consists of government employees, who are
insured by the Institute for Social Security and Services for State Workers (Instituto de
Seguridad y Servicios Sociales de los Trabajadores del Estado or ISSSTE). In 2009, ISSSTE
served about 6 percent of the Mexican population and IMSS served approximately 40 percent.
For the rest of Mexico’s older people formerly or currently employed within the large
informal sector, income and health care safety nets vary. Safety net noncontributory pension
programs were introduced in Mexico in 2001 for the growing segment of the population that
reaches retirement without social security coverage. A public health care program for the
uninsured that has recently expanded substantially is Popular Health Insurance (Seguro Popular
de Salud or SPS). However, as safety net programs are not yet universal, for many older people,
income security and access to health care remain concerns.
The Informal Sector Includes a High Proportion of the Labor Force in Mexico.
As of 2005, the informal sector in Mexico represented approximately 58 percent of the labor
force. Because these individuals typically lack financial security and health care coverage in
retirement, they often continue working in old age in order to support themselves and their
families, thereby contributing to Mexico’s high effective retirement age.
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Many Older Mexicans Work after Traditional Retirement Age.
Among OECD countries, Mexico stands out for having the highest average effective retirement
age for men, at 72.2, and the second-highest for women, at 69.5. The average OECD official
retirement age in 2010 was 63.1 years for women and 64.4 years for men. Retirement patterns in
Mexico reveal that about 46 percent of men and 15 percent of women aged 65 and older
remained in the labor force in 2006.
In 2000, one in four men in Mexico still worked at age 80. Women are less likely to
participate in the labor market and are also less likely to work outside of the home in old age.
They are, however, more likely than men to be recipients of their children’s financial assistance,
including remittances.
Informal Sources of Income Are Important to Older Mexicans.
Figure S.2 shows the sources of income for older Mexicans. Family transfers and pensions
(including public and private pensions) gain in importance as individuals get older. From age 70
on, family transfers, including remittances, are the most important component of income. Public
transfers, including noncontributory pensions, play a small role and become increasingly
important at older ages. Above age 85, wages and business revenue still make up more than 10
percent of income. Overall, the dominant picture emerging from the data is one where pensions
play a modest role and informal mechanisms such as family transfers or work at advanced ages
provide most of the income of older people.
Figure S.2
Sources of income by age bracket, 2001
Wages and bonuses

Business

Family transfers

Property

Assets

Pensions

Public transfers

100%
80%
60%
40%
20%
0%
50‐54

55‐60

60‐64

65‐69

70‐74

75‐79

80‐84

85+

Age Group
Source: Authors’ analysis of Mexican Health and Aging Study (MHAS) 2001/Estudio Nacional
de Salud y Envejecimiento en México (ENASEM). Available at:
http://www.mhas.pop.upenn.edu.
Remittances from Children Working Abroad Are a Major Source of Income for Many.
Family transfers, especially remittances from children working in the United States, play a large
role in supporting Mexico’s older population. According to MHAS, among older adults who
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receive help from their children, 16.2 percent are remittance recipients. Remittances represent
almost 60 percent of gross income among recipients.
Individuals’ Health in Later Life Depends on Many Factors.
The physical well-being of an individual is connected to his or her socioeconomic status (SES),
gender, marital status, and employment. These factors also play a role in what kinds of health
services are sought and what is available.
The geographic distribution of poverty in Mexico is associated with indicators of poor
health status. Ethnic groups that generally have low levels of SES, particularly indigenous
communities, also face health challenges that differ from those of groups with higher SES.
Previous studies have found that education level is one of the few factors that is consistently
associated with good health in middle age and beyond.
In Mexico, economic conditions for a high proportion of individuals deteriorate sharply
after reaching retirement and continue to worsen as they grow older. Older people are thus
especially vulnerable to health risks associated with poverty and a low quality of life.
Older people with health insurance are more likely to find their health to be excellent,
very good, or good (43.8 percent among the insured vs. 32.8 percent among the uninsured) and
are less prone to having strokes (2.2 vs. 3.0 percent), arthritis (17.2 vs. 23.1 percent), and
limitations with activities of daily living (4.9 vs. 9.4 percent). However, they are more likely to
be diagnosed with diabetes (17.8 vs. 13.0 percent) and to be obese (20.0 vs. 12.5 percent). About
37 percent of older Mexicans report having hypertension.
Long-term return migrants (i.e., those who stayed in the United States more than a year
and eventually returned to Mexico) have higher mean and median household income and net
worth than do shorter-term return migrants and nonmigrants. Male short-term return migrants
and nonmigrants have a higher coverage of health insurance from social security institutions than
long-term return migrants,.
Health Care Expenditures Vary by Age.
Individuals’ medical expenses, particularly when they approach old age, consist mainly of
physician visits and outpatient procedures. Those at the low end of the income distribution tend
to spend less on services than the richest individuals, although these costs do not show a clear
gradient with income. Being a social security beneficiary is associated with an average reduction
of out-of-pocket expenses of 860 pesos (USD 121 at 2005 purchasing power parity, or PPP)
annually, due to access to social security-provided health care.1 Some of these out-of-pocket
costs are paid out of family transfers and remittances.
Some Policy Options for Increasing Old-Age Income Security and Health Status in Mexico.
The observations above suggest a number of policy directions that may be explored to improve
income security and health status in old age in Mexico:
• Extending the safety net for older people by providing basic noncontributory pensions. It
is important to develop appropriate means-testing mechanisms to target older people in
poverty. Traditional means-testing mechanisms for individuals of working age with a

1

The PPP exchange rate from Mexican pesos to U.S. dollars (USD) in 2005 was 7.126862 (from OECD Stat
Extracts).
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•

•
•
•
•

regular income would not apply for many older people with sporadic income who often
rely on family transfers.
Promoting saving for retirement by extending the coverage of funded social security
programs and by promoting private instruments for saving, making enrollment in the
social security system (pensions and health care) mandatory for the self-employed,
improving the enforcement of social security contributions for workers in registered
firms, and developing new saving products.
Improving health status and extending health care coverage through increased social
security coverage.
Integrating return migrants into the social security system by allowing them to contribute
to Mexican social security while abroad and through portability of benefits.
Increasing financial literacy to help Mexicans plan for retirement.
Establishing a national agency to oversee the fragmented social security system in
Mexico and to improve the effectiveness of policy making in this area.

The demographic transition in Mexico combined with the lack of formal sources of income in
retirement puts many older people at risk of financial insecurity. The information in this report
and the proposed policy recommendations for further research are intended to broaden the
portfolio of options for older Mexicans.
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1

INTRODUCTION

One of the primary challenges facing Mexico in the new millennium is a growing older
population. In 2000, the old-age dependency ratio (the number of individuals aged 65 and
older per 100 people aged 15 to 64) was 9. It is expected to more than triple by 2050,
reaching 31.2 The median age in 2000 was 27 years old but is expected to rise to 43 years
by 2050. Life expectancy of Mexicans at birth has increased from 36 in 1950 to 74 in
2000 and is predicted to reach 80 years in 2050.3
Although an increasing life expectancy is a positive result of change in modernday Mexico, it is important to remember that a high proportion of the aging population is
poor. According to the official Mexican food poverty measure, 20 percent of the
population between 50 and 65 was considered impoverished in 2001.4 This figure rises to
almost 30 percent for persons 65 years old and older. Mexico’s National Institute of
Statistics, Geography, and Information (Instituto Nacional de Estadística, Geografía e
Informática, or INEGI),5 notes that older adults are considered a vulnerable population
group.
This study contributes to an understanding of the factors that affect material wellbeing for persons 50 years and older and offers some recommendations for possible
changes and research areas in the domains of pension coverage, health insurance,
savings, and pension products, among others. We analyze wealth and sources of income
during retirement, the relationship between health and wealth, urban and rural disparities,
and the impact of migration spells to the United States on wealth accumulation and health
insurance.
1.1

Scope of this Study

Aging populations around the world face specific challenges, but Mexican citizens face
additional unique social and financial pressures particular to that country. We describe
some of the main factors that determine one’s material well-being in old age in Mexico
using available information during the 2000s. In some cases, we show historic or
projected future time series and compare outcomes from Mexico with other countries to
provide the context for the analysis. The scope of this study is to provide a succinct
description of the following elements:
•

The social groups least and most vulnerable to poverty

2

Population Division of the Department of Economic and Social Affairs (DESA) of the United Nations
Secretariat, World Population Prospects: The 2010 Revision (2010), http://esa.un.org/unpd/wpp/index.htm.
Accessed 08.10.2011.
3
E. Zúñiga and D. Vega, Consejo Nacional de Población. Envejecimiento de la población de México.
Reto del siglo XXI. (Corporación de Servicios Gráficos Rojo, S.A. de C.V., 2004).
4
CONAPO measures food poverty by a basic food basket.
5
Instituto Nacional de Estadística, Geografía e Informática (INEGI), Los adulto mayores en México. Perfil
sociodemográfico al inicio del siglo XXI (México, D.F.: Instituto Nacional de Estadísticas, Geografía e
Informática, 2005).
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•
•
•
•
•
•
•

The socioeconomic status of the older population
The structure of social security programs currently in place
The private instruments available as an alternative for saving for retirement
The current state of health care provision and health insurance coverage
The sources of income at older ages both when working and during
retirement
The role of remittances and family transfers as sources of income
The health conditions, health care coverage, and health expenditures of the
older population

Our analysis largely relies on survey data to examine the financial security of the
older Mexican population and the determinants of health status and health insurance
coverage.

1.2

Methodology

The goal of this report is to provide a picture of the situation of older persons in Mexico
in the 2000s, discuss the implications of this situation, and to highlight potential policy
solutions and areas for further research that may benefit both current and future
generations of older persons. We provide a comprehensive view of the situation of older
persons, providing an explanation of the Mexican pension and health care systems, and
placing Mexico in an international context, by combining literature review and original
analysis. We conducted an extensive literature review on the subject and cited in the
document the most pertinent material on the subject for Mexico. We sought data from
international sources, such as the Organisation for Economic Co-operation and
Development (OECD), of which Mexico is a member country, the Pan American Health
Organization (PAHO), the Economic Commission for Latin America and the Caribbean
(ECLAC), the Pew Hispanic Center, and the International Data Base of the U.S. Census
Bureau in order to place Mexico in an international and Latin American context. We also
conducted our own analysis of the Mexican Health and Aging Study (MHAS), which is a
nationally representative panel survey of Mexicans born before 1951. It has two waves of
data, collected in 2001 and 2003. Our work focuses on the 2001 data and uses this
analysis to complement the literature and provide a more complete picture of the
financial and health status of older persons in Mexico. Other data for Mexico were
obtained from the National Population Council (CONAPO). As of September 2011, when
this research project was finished, the sources of information used in this report were the
most up to date available.
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1.3

Organization of this Report

The report is organized as follows: in Section 2, we discuss demographic changes and
poverty among older persons. In Section 3, we describe the institutional context in
Mexico. Section 4 analyzes financial security in old age. Section 5 looks in depth at
health status and health insurance and their relationship with socioeconomic status.
Section 6 concludes the report with recommendations for further research about policies
to address old-age income security in Mexico.

2

DEMOGRAPHIC CHANGES AND POVERTY

This section discusses the current demographic and epidemiological transition in Mexico
and explores patterns of poverty in old age. Mexico is undergoing a demographic
transition marked by rapid aging of the population accompanied by an epidemiological
transition in which infectious diseases become less prevalent and chronic diseases are
more common. In this section, we compare Mexico with other Latin American and
OECD countries by using the U.S. Census Bureau’s International Data Base and the
OECD Social Indicators series to explore indicators of aging and poverty. We also use
data from the CONAPO to show historical and projected population pyramids for the
country.
2.1

Aging: Demographic and Epidemiological Transition

Mexico’s older population is among the most rapidly growing in the world. As of 2008,
in terms of the absolute number of older persons aged 65 and older, Mexico is ranked
number 15 in the world, with 6.7 million older persons, behind France, Germany, Italy,
Russia, Spain, and the United Kingdom, among others.6 This is equivalent to
approximately 6.1 percent of the total population in Mexico; by 2040, this figure is
projected to increase to 15.5 percent.7 Figure 2.1 shows that the Mexican older population
is growing rapidly, with a 232 percent increase expected by 2040 and a higher expected
increase than 10 other Latin American countries, including Brazil, Peru, and Guatemala.
The United States is expected to experience a 107 percent increase over the same time
period.

6

K. Kinsella and W. He, An Aging World: 2008, U.S. Census Bureau, International Population Reports,
P95/09-1 (Washington, DC: U.S. Government Printing Office, 2009).
7
International Data Base (IDB) (Washington, DC: U.S. Census Bureau, 2011).
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Figure 2.1.
Percent increase in population aged 65 and over: 2008 to 20408
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Currently, Mexico’s old-age dependency ratio, the number of individuals aged 65
and older per 100 people aged 15 to 64, is relatively low in comparison with other
developed countries. Figure 2.2 shows that the highest old-age dependency ratios in 2011
are found in Europe and Japan, whereas the lowest are in Africa, the Middle East, and in
some Latin American and Asian countries.
Figure 2.2
Old-age dependency ratios around the world, 20119

Source: International Data Base.
Figure 2.3 shows the historic and projected trends of dependency ratios of several
OECD countries and the OECD average. Mexico’s ratio, at 7.8 in 2000, will rise to 31.8
by 2050, approximately converging to the United States’ projected 2050 ratio of 32.2.

9

These old-age dependency ratios are similar to those produced by the OECD, Society at a Glance
2006 - OECD Social Indicators (2006) shown in figure 2.3: Mexico in 2011 has an old-age
dependency ratio of 10.1 and the United States of 19.8 in figure 2.2, compared with 9.4 for Mexico and
19.7 for the United States in the OECD (2006) projections for 2011 presented in figure 2.3.

5

Living Longer in Mexico: Income Security and Health

Figure 2.3
Old-age dependency ratios for selected countries, 1980–2050

Source: OECD, Society at a Glance 2006 - OECD Social Indicators.
Demographic Transition in Mexico.
A demographic transition is a gradual process in which a society changes from high birth
and mortality rates to low birth and mortality rates. Since the 1960s, Mexico, like many
parts of the world, has experienced a steady decline in birthrates from 46 per 1,000
people in 1960 to 21 births per 1,000 people in 2000.10 Fertility rates have fallen from an
average of 7 to 2.4 children per woman in the same period. Rapid advancements in health
care and technology, as well as significant improvements in living conditions contribute
to a sharp improvement in mortality rates.11 Available data from the OECD12 show that
the fertility rate in 2009 was 2.1 children per woman and life expectancy at birth in 2008
was 75.3. Looking to the future, the predicted birth rate (using CONAPO estimates) is
11.1 births per 1,000 people in 2050, the predicted fertility rate is 1.85 children per
woman in 2050, and life expectancy at birth in 2050 is predicted to be 80 years, with
women living longer than men, at 83.6 and 79 years, respectively. Similarly, the median
age of 27 in 2000 is expected to increase to 43 by 2050.13 These changes in birthrates and
life expectancy are causing a major demographic transition in Mexico.
The effects of falling birthrates and increased life expectancy on the composition
of Mexico’s population are illustrated in Figure 2.4. The population pyramids reveal a
gradual transformation from the 1950 triangular shape, which is characterized by a large
young population, into a much more rectangular shape by 2050, implying a larger older
10

Zúñiga and Vega, Consejo Nacional de la Población.
Ibid.
12
OECD, Society at a Glance 2011 - OECD Social Indicators (2011).
13
Zúñiga and Vega, Consejo Nacional de la Población.
11
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population. The Baby Boom Generation can be seen in the younger age groups in the
2005 pyramid; this generation begins with the increase in population visible in the 20–24
age group, peaks in the 10–14 age group, and tapers off by the 0–4 age group. By 2050,
we see this generation moving up the pyramid to occupy the 45–49 through the 65–69
age groups; younger cohort sizes exhibit a slow decline after the baby boom, giving the
pyramid a more rectangular shape for the 40–44 age group and younger cohorts as of
2050.
Figure 2.4
Mexican population pyramids: 1950, 2005, 2050
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Age Groups
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Source: CONAPO, Population projections, 2008.
Currently, the majority of Mexico’s population (about 72.5 million people or 65.5
percent) is of working age (ages 15–64).14 Between 2005 and 2030, CONAPO projects a
reduction in the number of individuals aged 15 and younger and further growth in the
working population.15 Based on population projections,16 the Mexican Baby Boom
Generation, composed of cohorts born between 1980 and 2005, will start retiring in 2040.
Due to the Mexican Baby Boom Generation’s presence in the labor market, the present
day offers a window of opportunity to adapt policies regarding pensions, health care,
formal sector employment, and saving for retirement before the baby boomers begin to
retire. For now, Mexico is faced with an increase in both its retired and working
populations in the near future.
Epidemiological Transition.
Omran17 proposed three stages of health conditions through which modern societies pass:
(1) the “age of pestilence and famine,” characterized by high mortality rates induced by
infectious diseases, a young population, high fertility rates, and low life expectancy; (2)
the “age of receding pandemics,” in which mortality rates are reduced primarily by
curbing infant mortality and infectious illnesses, fertility rates fall, and life expectancy
improves; and (3) the “age of degenerative and man-made diseases,” partly characterized
by a demographic transition such as that experienced by Mexico and many other
countries around the world, during which conditions of high fertility and high mortality
change to those of low fertility and low mortality. This last stage is accompanied by an
14

CONAPO (Consejo Nacional de Población), Proyecciones de la población de México de las
entidades federativas, de los municipios y de las localidades (2005-2050), (2008),
http://www.conapo.gob.mx/index.php?option=com_content&view=article&id=36&Itemid=234.
15

Zúñiga and Vega, Consejo Nacional de la Población.
Ibid.
17
A. R. Omran, The epidemiological transition: a theory of the epidemiology of population change. The
Milbank Memorial Fund Quarterly 49, no. 4, Part 1 (1971): 509–38.
16
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epidemiological transition in which the leading causes of death shift from infectious and
acute illnesses to chronic and degenerative ones. The result is more children surviving to
adulthood and a growing older population that is characterized by greater incidences of
chronic diseases and degenerative causes of death.
This pattern is especially prominent in Latin America and the Caribbean, where
Kinsella and He18 find, based on information from PAHO,19 that the leading cause of
death in 26 of 32 countries is cardiovascular diseases (CVDs). Since the 1980s, Mexico
has seen a decline in deaths caused by infectious and parasitic diseases and an increase in
deaths caused by chronic and degenerative diseases in all age groups.20 In 1990,
noncommunicable diseases in Mexico caused 57.8 percent of deaths; this figure increased
to 73.8 percent in 2004. The prevalence of hypertension (a risk factor for heart disease) in
Mexico has increased from 26 percent in 1993 to 30 percent in 2000.21
Figure 2.5
Principal causes of death among Mexican men and women 60 and older, 1980 and
2005
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Kinsella and Hu, U.S. Census Bureau, International Population Reports, P95/09.
Pan American Health Organization (PAHO), Health in the Americas 2007 (Washington, DC: Pan
American Health Organization, 2007), http://www.paho.org/HIA/homeing.html, accessed August 14, 2011.
20
Zúñiga and Vega, Consejo Nacional de la Población.
21
PAHO, Health in the Americas 2007.
19
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Source: E. Zúñiga and J. E. García, El envejecimiento demográfico en México.
Principales tendencias y características, CONAPO. La situación demográfica de
México, 2008, http://www.conapo.gob.mx/publicaciones/sdm/sdm2008/06.pdf, accessed
June 24, 2011.
Figure 2.5 shows the five principal causes of death among individuals aged 60
and older in Mexico, using estimates from CONAPO. CVDs have posed the biggest
threat to Mexican men and women since 1980; they are responsible for 29.4 and 31.8
percent of deaths, respectively, in 2005. The percentage of older persons’ deaths caused
by malignant tumors has risen dramatically since 1980, from 9.5 percent to 14.4 percent
for men, and from 7.6 percent to 18.6 percent for women. Malignant tumors were the
second leading cause of death for both men and women in 2005. Men experienced a
larger increase in the percentage of total deaths from diabetes mellitus than women;
women show a larger increase than men in the percentage of total deaths from malignant
tumors. Both women and men show a slight decrease in deaths from CVDs over the 25year period. Other main causes of death, including digestive and respiratory diseases,
have increasingly claimed older persons’ lives since the 1980s.
2.2

Poverty in Old Age

In this section, we present indicators of poverty in Mexico and other countries for both
the total population and the older population. We show indicators of poverty of the older
population in comparison with younger age groups and for urban and rural areas in
Mexico. There is no single data source that provides indicators of poverty across these
dimensions, therefore we rely on measures available for the different comparisons we
make and we cite the sources of information accordingly.
The Economic Commission for Latin America and the Caribbean (ECLAC) reports that
the proportion of Mexicans living in poverty in 2008 was 34.8 percent, with 11.2 percent
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living in extreme poverty.22 For Mexico, this is an improvement from its 2000 figures of
41.1 and 15.2 percent, respectively, but an increase from the 2006 figures of 31.7 in
poverty and 8.7 in extreme poverty.23 The Latin American average was a 33 percent
poverty rate and a 12.9 percent extreme poverty rate in 2008; Mexico is faring worse than
the average for the poverty rate and better than the average for extreme poverty.24
Poverty in the Old-Age Population of Mexico and Other OECD Countries.
About two-thirds of OECD countries, including Mexico, have higher poverty rates
among the population aged 65 and older than among the population as a whole.25
Specifically, as shown in figure 2.6, Mexico’s overall poverty rate is 21 percent—the
highest of the OECD countries—and rises to 29 percent among older persons aged 65 and
older (the fourth-highest in the OECD).

Percentage

Figure 2.6
Poverty rates in the total population and people aged 65 and older, late 2000s
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Source: OECD, Society at a Glance 2011 - OECD Social Indicators.

22

ECLAC calculates the poverty line in each country by calculating the cost of a basic food basket and
nonfood household needs and measuring the households whose income falls under this cost level (a
headcount measure). The extreme poverty line uses only the cost of the basic food basket. This is an
absolute poverty line.
23
Economic Commission for Latin America and the Caribbean (CEPAL/ECLAC), Statistical Yearbook for
Latin America and the Caribbean, 2007 (Santiago de Chile: CEPAL-ECLAC, United Nations, 2007).
24
Economic Commission for Latin America and the Caribbean (CEPAL/ECLAC), Statistical Yearbook for
Latin America and the Caribbean, 2009 (Santiago de Chile: CEPAL-ECLAC, United Nations, 2009).
25
The OECD uses a relative measure of poverty: the proportion of individuals with equivalized disposable
income that is less than 50 percent of the median income of the population.
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Types of Poverty Affecting Older Mexicans.
Figure 2.7 shows poverty rates by age group and gender for three different kinds of
poverty: food (figure 2.7a), capacity (figure 2.7b), and asset (figure 2.7c).26 Like the
OECD, CONAPO also finds the highest poverty rates among children aged 0–14 and
among the oldest, ages 75 and older.27 An increase in food poverty occurs around ages
30–34 for women and 40–44 for men before settling and rising again around ages 60–64
for both age groups. Women show an increase in poverty in the 60–64 age range. Among
older persons, the proportion of men under the food poverty line increases from
approximately 17 percent at age 65 to over 30 percent among those 75 or older. For both
women and men, there is an increase in poverty in old age; this increase is less for
women than among men, possibly because of mitigating effects of family support for
women (as family support tends to be higher for women).28
Similar patterns can be found in capacity and asset poverty rates, with one in
every two persons aged 75 and older below the asset poverty line.29 Among the older
population, more than 30 percent of men and women older than 70 fall under the capacity
poverty line, compared with less than 25 percent among those aged 50–55. For asset
poverty, these percentages rise to 50 and 40 percent for men and women aged 70 and
older, respectively. Overall, figure 2.7 shows that poverty rates vary by age and gender
and are highest among children and older persons.30

26

CONAPO calculates three absolute poverty measures in Mexico: food, capacity, and asset. The food
poverty line is determined by the cost of a basic food basket. Capacity poverty includes nonmonetary
measures, such as nutrition and health, in addition to the food basket. Asset poverty additionally accounts
for clothing, housing, and transportation in assessing multiple dimensions of well-being.
27
Zúñiga and Vega, Consejo Nacional de la Población.
28
A. Varley and M. Blasco, Intact or in tatters? Family care of older women and men in urban Mexico,
Gender & Development. 8, no. 2 (2000): 47–55.
29
Zúñiga and Vega, Consejo Nacional de la Población.
30
Ibid.
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Percentage in poverty

Figure 2.7
Food, capacity, and asset poverty rates by gender and age group, as percentages of
total population, 2000
a. Food poverty

Percentage in poverty

b. Capacity poverty
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Percentage in poverty

c. Asset poverty

Note: The figures present CONAPO estimates from 2000 ENIGH (Encuesta Nacional de
Ingresos y Gastos de los Hogares or the National Survey of Household Income and
Expenditure) data.
Source: E. Zúñiga and D. Vega, Consejo Nacional de Población. Envejecimiento de la
población de México. Reto del siglo XXI (Corporación de Servicios Gráficos Rojo, S.A.
de C.V., 2004).
Poverty in Mexico’s Urban and Rural Areas.
The age and gender compositions of individuals living in poverty differ across rural and
urban areas of Mexico. In general, food poverty rates in rural areas are more than three
times those of urban areas. In terms of capacity poverty, the rural poverty rate is about
twice that of the urban rate; the asset poverty rate is 50 percent higher in rural Mexico
than in urban areas. This can be clearly seen in figure 2.8 (which uses estimates from
CONAPO), where those at all ages under the food poverty line in rural areas (represented
by the white bars in the second pyramid) greatly outnumber their poor urban counterparts
(white bars in the first pyramid). In both the urban and rural pyramids of figure 2.8, there
are more people in poverty among the very young and those of reproductive age,
especially among women.31 In 2010, the extreme poverty rate in rural areas was 23.9
percent and the urban rate was 6.3 percent, showing that the disparity between rural and
urban areas persists in more recent data.32
31

E. Zúñiga and C. Gomes, Pobreza, curso de vida y envejecimiento poblacional en México. CONAPO. La
situación demográfica de México, 2002 (2002), http://conapo.gob.mx/publicaciones/sdm/sdm2002/11.pdf,
accessed June 29, 2011.
32
Multidimensional poverty is a headcount measure that includes income and social well-being, using
indicators for education, health, social security, housing, basic services and food access. Consejo
Nacional de Evaluación de la Política de Desarrollo Social (CONEVAL), Anexo estadístico – Pobreza
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Figure 2.8
Mexican urban and rural population pyramids and food poverty by gender, 2000
a. Urban
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2010,
http://www.coneval.gob.mx/cmsconeval/rw/pages/medicion/Pobreza_2010/Anexo_estadistico.es.do.
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b. Rural
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Note: The x-axis differs between the two figures. Original source cited in Zúñiga and
Gomes, 2002: The figures present CONAPO estimates from 2000 ENIGH (Encuesta
Nacional de Ingresos y Gastos de los Hogares or the National Survey of Household
Income and Expenditure) data.
Source: E. Zúñiga and C. Gomes, Pobreza, curso de vida y envejecimiento poblacional
en México (CONAPO. La situación demográfica de México, 2002),
http://conapo.gob.mx/publicaciones/sdm/sdm2002/11.pdf, accessed June 29, 2011.
Other measures of poverty are used by Parker and Wong (2001)33 in their analysis of the
1996 ENIGH for individuals aged 50 and older. These include (i) poverty headcount,
which measures the percentage of poor households and (ii) severity, which measures how
far individuals are below the poverty line. They find that Mexican individuals 60 and
older consistently experience more poverty than younger working-age cohorts,
particularly in rural areas. For instance, the severity measure for male older persons in
rural areas indicates that their average income is 15.2 percent below the poverty line,
compared with 4.9 percent among older males in urban areas. The urban-rural difference
in poverty is accompanied by differences in sources of income. Rural older persons are

33

S. Parker and R. Wong, “Welfare of Male and Female Elderly in Mexico: A Comparison,” in The
Economics of Gender in Mexico: Work, Family, State, and Market; ed. E. Katz and M. Correia
(Washington, DC: The World Bank, 2001).
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more likely than their urban counterparts to receive income from working (wage and selfemployment income) and are less likely to receive pension income.
Inequality at Older Ages.
In addition to poverty and severity measures, inequality also increases at older ages.
Wong and Espinoza34 not only show that individuals aged 70 and older have a lower
income than those aged 50–69, but also that within age groups, the distribution of income
grows more unequal as individuals reach older ages.
2.3

Summary of Demographic Changes and Poverty

Mexico’s old age population is growing rapidly; Mexico is projected to converge to a
similar old-age dependency ratio as the United States by 2050. Since the 1960s, Mexico
has experienced a decline in birthrates while improvements in living conditions in the
twentieth century have significantly increased life expectancy, causing dramatic changes
in the population structure. This demographic transition has produced a Baby Boom
Generation that is currently in the labor force, which provides an opportunity to adapt
policies regarding pensions, health care, formal-sector employment, and saving for
retirement before these baby boomers begin to retire. In addition, there has been an
epidemiological transition, with chronic diseases becoming more prevalent than
infectious diseases.
Compared with other OECD countries, Mexico has one of the highest poverty
rates among both the older and total populations. Within Mexico, the majority of the poor
is concentrated in rural areas, particularly when considering food poverty. Among the
very old, men are found to be more at risk than women. Overall, there are higher food,
capacity, and asset poverty rates among the young and the very old than among the
working-age population.

3

PENSION AND HEALTH CARE SYSTEMS IN MEXICO

In this section, we first examine the social security system for workers in the formal
sector. The formal sector comprises workers and the self-employed who make social
security contributions. We also discuss Mexico’s high effective retirement rate. We then
move to the informal sector, where we explore trends in informality and selected
institutional arrangements for those in the informal sector. We briefly explore private
saving options for retirement. The fourth subsection looks at health care provision in
Mexico and begins with an exploration of health care expenditures and resource
availability, and continues with a discussion of the health care system in Mexico,
focusing on selected features of the system.

34

R. Wong and M. Espinoza, Imputation of Non-Response on Economic Variables in the Mexican Health
and Aging Study (MHAS/ENASEM) 2001. MHAS Project Report (2004),
http://www.mhas.pop.upenn.edu/english/documents/Imputation/Imputation-2001-v21.pdf, accessed
September 10, 2011.
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Social security coverage rates are low, not only compared with other OECD
countries, but also compared with many other Latin American countries. Social security
institutions in Mexico offer, among other services, pension benefits and health care.
Employees affiliated with a social security institution contribute to the pension system
and contribute and receive health care services from the social security institution. At
retirement, workers start receiving a pension and continue receiving health care services,
but they no longer contribute. Health care services are provided in the facilities of the
social security institutions. There is no portability of pension and health care benefits
across social security institutions.
In this study, we refer to the insured as those insured by the social security
institutions. The uninsured are located within the informal sector of the economy, which
is composed of either self-employed or wage earners who do not make social security
contributions. In Mexico, social security and health care services contributions are not
mandatory for the self-employed. Those self-employed who choose to contribute to the
social security system are considered insured and form part of the formal sector of the
economy. The insured and uninsured can use private health care services. The uninsured
can access public welfare programs and public health care services targeting mainly
lower-income individuals, such as Seguro Popular de Salud (SPS). We describe these
differences for the insured and uninsured in more detail below.
3.1

System for Workers in the Formal Sector

Workers and the self-employed in the formal sector are covered by the social security
institutions. Private-sector workers whose employers register them with the government
are covered by the Mexican Institute for Social Security (Instituto Mexicano del Seguro
Social or IMSS), which provides pension benefits and health care coverage. The
employer is legally mandated to register employees by enrolling them in IMSS.
Employees who are not registered do not contribute to IMSS and are in the informal
sector, although they receive a salary. Enforcement of such worker registration is uneven
in Latin America.35
A subset of the formal sector consists of government employees, who receive
pension benefits and health care coverage from the Institute for Social Security and
Services for State Workers (Instituto de Seguridad y Servicios Sociales de los
Trabajadores del Estado or ISSSTE). In 2009, ISSSTE served about 6 percent of the
Mexican population compared with approximately 40 percent served by IMSS.36
Resources for IMSS, ISSSTE, and state-level social security institutions come from
government funds as well as employee and employer contributions.
Other institutions in the social security system include Petroleos Mexicanos
(Mexican Petroleums, or PEMEX), a state-owned oil extraction and processing company
that provides its own pension benefits and health care services for employees; Instituto
35

G. Perry, W. Maloney, O. Arias, P. Fajnzylber, A. Mason, and J. Saavedra-Chanduvi, Informality: Exit
and Exclusion (Washington, DC: The World Bank, 2007).
36
U. Giedion, M. Villar, and A. Ávila, “Los sistemas de salud en Latinoamérica y el papel del seguro
privado”( Fundación MAPFRE, Instituto de Ciencias del Seguro, 2010),
http://www.mapfre.com/ccm/content/documentos/fundacion/cs-seguro/libros/los-sistemas-de-salud-enlatinoamerica-y-el-papel-del-seguro-privado.pdf, accessed August 11, 2011.
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Social para las Fuerzas Armadas Mexicanas (ISSFAM) or Social Institute for the
Mexican Armed Forces, which covers the armed forces; and several state-level
providers.37 Almost all states have a social security program for their bureaucracy.
Figure 3.1 shows the organization of the Mexican pension system; social security
corresponds to the formal sector side of the diagram and is provided through the
institutions described above. The social security systems provide pension and health care
benefits. For the informal sector, individuals may have a noncontributory pension
provided by the government that does not include health care coverage. Individuals in the
formal and informal sectors have access to private pensions, which could be sponsored by
the employer or purchased by the individual.
Figure 3.1
Diagram of the Mexican Pension System
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Source: Authors.
All of these social security systems started as traditional pay-as-you-go (PAYG)
programs where working-age individuals provided the funding to pay retiree pensions.
IMSS and ISSSTE reformed their PAYG systems, changing to a system of personal
retirement accounts (PRAs). IMSS reformed its social security system in 1997 and
ISSSTE in 2007. The early and normal retirement ages are 60 and 65, respectively, for
both men and women.38
37

E. Davila and M. Guijarro, Evolución y reforma del sistema de salud en México. Economic Commission
for Latin America and the Caribbean (ECLAC), Economic Development Series, no. 91 (2000),
http://www.eclac.org/id.asp?id=4516, accessed June 20, 2011.
38
E. Aguila, Personal Retirement Accounts and Saving, American Economic Journal: Economic Policy
(forthcoming, 2011).
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Mexico's Social Security Reform.
IMSS and ISSSTE reformed their pension systems from traditional PAYG programs to
fully funded PRAs in July 1997 and April 2007, respectively. The traditional PAYG
programs of IMSS and ISSSTE were very similar and of the final wage defined benefit
(DB) type. The minimum years of contribution were 10 in both PAYG systems (500
weeks) and there is a minimum pension guarantee (MPG) based on the minimum wage of
Mexico City.
Individuals contributing to the social security system of IMSS or ISSSTE before
the reform are the transition generation. At IMSS, the transition generation has the option
to choose the preferred pension benefit at retirement according to the rules of the PAYG
or the PRA as long as they satisfy the minimum requirements in each case. For ISSSTE,
workers had to opt for the PAYG or PRA after the reform was implemented. Those
people who chose the PRA system received recognition bonds accounting for their
previous contributions to the PAYG, which were added to their PRA.
Under both the PRA and PAYG systems, normal retirement is possible at 65 and
early retirement between ages 60 and 64. The minimum contribution requirement is at
least 10 years in the PAYG and 25 years in the PRA system. In the PAYG, the early
retirement pension benefits are reduced by 5 percent for each year that one retires earlier
than the normal retirement age. At age 60, the early retirement pension benefits represent
75 percent of the normal retirement pension benefits. In the PRA, early retirement is not
penalized because individuals receive pension benefits according to the amount
accumulated in the personal retirement account. Early retirement is available for those
who can obtain a pension equivalent to 130 percent of the minimum wage of Mexico
City, which is the MPG. Individuals who do not satisfy the minimum years of
contribution in the PRA system can withdraw the amount accumulated in the individual
account, but they cannot claim the MPG.39
The IMSS reform affected all workers who had not yet claimed their pension
benefits as of July 1, 1997. Those who contributed to the PAYG system were able to
choose whether to claim benefits under the PAYG or PRA system, given that they
satisfied the minimum requirements of the new PRA system, which was a minimum of
1,250 work-weeks or approximately 25 years. Those who started contributing after 1997
could only enter under the new system.40
Aguila41 compares the former DB PAYG system with the new PRA system;
compared with the DB system, in which the risk was borne entirely by the government,
the PRA system distributes the risk of saving for retirement across three pillars. In the
first pillar, the government bears the risk for guaranteeing a minimum pension equivalent
to the minimum wage of Mexico City. Another redistributive component is that the
government deposits an amount equivalent to 5.55 percent of the minimum wage of
Mexico City into individual accounts on a monthly basis. The second and third pillars of
the PRA system are a mandatory personal retirement account and a voluntary retirement
savings account with tax benefits, respectively. Both the mandatory personal retirement
accounts and the voluntary retirement savings accounts are managed by private
39

Ibid.
Ibid.
41
Ibid.
40
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retirement fund managers, known as AFORES (Administradoras de Fondos para el
Retiro, or Retirement Fund Administrators), and the risk is borne by the employee. In
other words, aside from the safety net provided by the MPG, Mexican employees assume
all risk under the new system. Employer and employee contributions to the fund remain
unchanged under the reform at 10.075 percent of a worker’s wage.
Since the creation of the PRA system, the number of registered individuals has
increased at an average monthly rate of 1 percent for a total of 38.8 million individuals in
2008. However, the difference between the number of registered and contributing
individuals is substantial because of persistent migration between the formal and informal
sectors.42 Intermittent participation, or noncontribution, affects the accumulation of
pension funds and hence the amount of the pension at the time of retirement. Lowerincome workers generally show more frequent and longer-lasting spells of unemployment
and of participation in the informal sector. This puts them at a higher risk of poverty in
old age, since they are less likely to accumulate enough pension funds to support them in
old age or to meet the MPG.
Proportion of the Working Population Contributing to a Pension System.
Figure 3.3 shows that only about 35 percent of the working population in Mexico
contributed to the pension system in the early to mid-2000s, compared with over 60
percent in Costa Rica at the high end of the spectrum and 10 percent in Bolivia at the low
end.43

42

E. Aguila, O. Attanasio, and X. Quintanilla, Cobertura del Sistema Privado de Capitalización en Chile,
Colombia y México, RAND Working Paper WR642 (2010).
43
For Mexico, this figure includes all pensions originating within the country (based on the 1998–2002
ENIGH surveys) and thus includes pensions from both social security and private institutions.
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Figure 3.2
Proportion of the economically active population contributing to a pension system,
1990s and 2000s

Source: G. Perry, W. Maloney, O. Arias, P. Fajnzylber, A. Mason, and J. SaavedraChanduvi, Informality: Exit and Exclusion (Washington, DC: The World Bank, 2007).
In addition to the low coverage of the social security system, as mentioned,
individuals switch between the formal and informal sectors throughout their working life.
In order to qualify for IMSS’ MPG, workers must accrue 25 years of work experience in
the system; for low-wage workers, this number may effectively be 50 years due to more
frequent transitions in and out of the formal sector.44
Effective Retirement Ages.
While labor market participation rates drop in old age, one in four men in Mexico still
worked at age 80 in the year 2000.45 About 46 percent of men aged 65 and over and 15
percent of women aged 65 and over remained active in the Mexican labor force in 2006.46

44

Perry et al., Informality: Exit and Exclusion, provide a comprehensive look at the informal sector in Latin
America and use various data sources throughout their analysis; their report is published through the World
Bank and is considered to be an authoritative source on the informal sector in the region.
45
Zúñiga and Vega, Consejo Nacional de Población.
46
Kinsella and He, U.S. Census Bureau, International Population Reports, P95/09-1.
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Figure 3.3
Average effective retirement age (2004-2009) and official retirement age (2010)47
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Source: OECD, Pensions at a Glance 2011: Retirement-Income Systems in OECD and
G20 Countries.
Figure 3.3 shows that the average OECD official retirement ages in 2010 are 63.1 for
women and 64.4 for men. Among OECD countries, Mexico stands out for having the
highest average effective retirement age for men, at 72.2, and the second highest for
women, at 69.5.48 This tendency to remain longer in the work force is due in part to a
dearth of alternative income sources. A high proportion of the labor force lacks social
security coverage, giving a large part of the older population no choice but to seek
nonpension forms of income in old age. Interestingly, the correlation between the official
and the actual retirement age across countries for men is only 0.19 and 0.30 for women.49
3.2

System for Workers in the Informal Sector

The large fraction of Mexico’s labor force that participates in the informal sector is a
significant obstacle to expanding old-age social security (pensions and health care
benefits) coverage for its growing older population. The informal sector is composed of
either self-employed persons or wage earners who do not make social security
contributions. In Mexico in 2005, the informal sector represented approximately 58
percent of the labor force; because these individuals lack retirement security, they often
continue working in old age in order to support themselves and their families, thereby
contributing to Mexico’s high effective retirement age.50 Cambrón,51 using data from the
47

The official retirement age in Mexico is 65 years of age for both men and women and is set by the social
security institutions. The average effective retirement age is the average age at which older workers leave
the labor force.
48
OECD, Pensions at a Glance 2011: Retirement-Income Systems in OECD and G20 Countries (2011).
49
Ibid.
50
Perry et al., Informality: Exit and Exclusion.
51
A. L. Cambrón, Condiciones Laborales de los Adultos Mayores en México en 2006. Mimeo. (Mexico
City: Facultad Latinoamericana de Ciencias Sociales, 2008),
http://conocimientoabierto.flacso.edu.mx/medios/tesis/cambron_al.pdf.

23

Living Longer in Mexico: Income Security and Health

2006 ENOE (Encuesta Nacional de Ocupación y Empleo or National Survey of
Occupation and Employment), finds that 64.8 percent of working older adults are
employed in the informal sector compared with 48.4 percent of those working aged 14 to
59.52
Growth of the Informal Sector.
Figure 3.4 shows that in the period from 1996 to 2002, the proportion of informal
workers (using the productive definition) relative to total employed workers in Mexico
increased by approximately 2.4 percent.53 When we consider only wage earners, the
proportion of informal employees (using the legalistic definition) increased by 4 percent
from 1990 to 2004. Many other Latin American countries also experienced increases in
the proportion of informal workers during the same time period (see figure 3.4).
Figure 3.4
Trends in informality, selected Latin American countries

Source: Perry et al., Informality: Exit and Exclusion.
Incentives to Remain in the Informal Sector.
There are various incentives for remaining in or transitioning into the informal sector,
including difficulty of access to IMSS benefits and services and the growing availability
of less-costly (and sometimes free) social assistance programs for the poor. Regarding the
structure of IMSS benefits, some workers value the program’s eight mandatory
52

Ibid. considers workers in the informal sector as workers without a written contract, which is one of the
definitions in the literature for informality.
53
Perry et al., Informality: Exit and Exclusion, includes in this analysis two definitions of informal workers.
In the productive definition, informal workers comprise wage earners in small firms, unskilled selfemployed, or workers who report no income. The legalistic definition characterizes informal workers as
those who receive a salary but do not have a pension upon retirement provided by a social security
institution.
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components more than others who may perceive some of their contributions as a pure tax
on their earnings.54 Similarly, the extension of a worker’s social security coverage to his
or her spouse creates a further disincentive for the spouse to also participate in the formal
sector and pay double the contributions for the same amount of benefits.55
Differences in Informality Across Urban and Rural Areas.
Access to occupational opportunities differs between urban and rural areas. Formal
employment is more common in urban areas; in rural areas, unpaid work and selfemployment, which is typically in the informal sector, are more common.56 This
contributes to differences in access to social security benefits (pensions and health care)
between urban and rural areas.
Informality and Firm Size.
Perry et al.,57 using data from the Mexican National Employment Survey, find that labor
informality is substantially more prevalent among small firms with fewer than five
workers (see Figure 3.5).58 Almost three-quarters of these informal micro firms in
Mexico cite their small size as the main reason for not registering with the authorities.59
Perry et al.60 suggest that formality can be considered as an input in the production
process in which small firms do not find it worthwhile to invest.

54

The eight mandatory components of IMSS are health care, retirement pensions, disability insurance,
professional risk insurance, life insurance, day care centers, sports/cultural facilities, and housing credits
(Perry et al., Informality: Exit and Exclusion).
55
Perry et al., Informality: Exit and Exclusion.
56
C. Amuedo-Dorantes and S. Pozo, Migration, Remittances, and Male and Female Employment Patterns,
American Economic Review, 96, no. 2 (2006): 222–26 define as formal employment work for wage or
salary performed with a written contract.
57
Perry et al., Informality: Exit and Exclusion.
58
Perry et al. (Ibid.) define informal workers in figure 3.5 as workers in a firm who are not registered with
a social security institution.
59
Firms must register with the appropriate government authorities to be considered formal, as this
determines tax payments and social security benefits for workers.
60
Perry et al., Informality: Exit and Exclusion.
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Figure 3.5
Informality across firm size, Mexican urban areas61

Source: Perry et al., Informality: Exit and Exclusion.
Salas Páez shows that, among older persons, 89 percent of women in the mid1990s worked in businesses of five or fewer workers; 19 percent of all female older
workers were not remunerated. In comparison, 80 percent of men worked in small
businesses with five or fewer workers and 2 percent did not receive remuneration.62
These results show that older persons may not work in exchange for money but perhaps
for other forms of support.
3.2.1
Institutional Arrangements for the Informal Sector
For workers and self-employed in the informal sector, health care services are provided
by the Secretary of Health (SSA), the program IMSS-Oportunidades (previously known
as IMSS-Solidaridad), and by Popular Health Insurance (Seguro Popular de Salud or
SPS, discussed below in section 3.3).63 In addition, in the past few years, Mexico has
61

The pattern seen here of a moderate level of informality when firm size is one worker and a sharp
increase at two to five workers is also present in the series for Argentina in 2003 in Perry et al. (Ibid.). It
could be that firms with a single employee (perhaps the owner or entrepreneur) are more likely to register
their firms and then, in turn, register themselves as an employee, than to register additional employees in
the two to five range.
62
C. Salas Páez, Empleo y tercera edad: dinamismo y tendencias, CONAPO. El envejecimiento
demográfico de México: retos y perspectivas (México: CONAPO, 1999).
63
IMSS-Oportunidades is a federal government program managed by IMSS; the main goal is to provide
free health care services to those of low SES in remote areas; 59 percent of the coverage area is classified
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implemented several noncontributory pension programs as social safety nets for the older
poor who remained mainly in the informal sector during their working lives.
Safety Net Programs.
Safety net programs that provide a noncontributory pension have been introduced in
Mexico for the increasing population that reaches retirement without social security
coverage. Other countries have also introduced noncontributory pensions, including
Argentina, Bolivia, Brazil, Bangladesh, Chile, Kosovo, Mauritius, Namibia, Nepal, South
Africa, and Zambia.64 Most noncontributory pension plans define an eligibility age and
many are targeted to beneficiaries below a certain level of income.
Table A.1 in the appendix outlines the various benefits and eligibility criteria for
programs in Mexico. The first Mexican state to introduce a noncontributory pension
program was Mexico City in 2001. Many other states, as well as the federal government,
followed suit in subsequent years: 17 of Mexico’s 32 states (including Mexico City) have
at least one noncontributory pension program. Most of the programs target the poor and
require beneficiaries to be at least 65 or 70 years of age. The monthly cash transfer varies
between programs from USD 42 to USD 106 (at 2005 PPP).
Most of the programs provide a monthly cash transfer of $500 pesos (USD 70 at
2005 PPP) for beneficiaries who meet the minimum age requirement and other eligibility
rules. This amount is equivalent to 35 percent of the minimum wage in 2011. The highest
amount is from the Mexico City program, which provides $758 pesos monthly (USD 106
at 2005 PPP).The number of individuals covered by each program ranges widely, from
2,567 in Quintana Roo to over 2 million in the federal government–initiated program.
The federal government program is being implemented in stages and aims to provide
coverage for older populations in localities with fewer than 30,000 inhabitants.
Noncontributory pension programs have not yet reached universal coverage for the older
population in Mexico.
3.3

Private Savings Instruments

The insured and uninsured have private pension options. Coverage of employer-provided
pensions in Mexico is very limited. Fewer than 10 percent of firms offer a private pension
in addition to social security pension benefits. Among those that offer a private pension
plan, 53.5 percent are of the defined benefit type, 37.2 percent are of the defined

by CONAPO as being in poverty or extreme poverty. Services are provided in urban areas in 26 states and
rural areas in 19 states (out of a total of 31 states and one federal district). (More information is available at
http://www.imss.gob.mx/english/programs/oportunidades/introduccion.htm.)
64
See, for example, A, Barrientos, “Poverty Reduction: The Missing Piece of Pension Reform in Latin
America,” Social Policy & Administration 40, no. 4 (2006): 369–84; J. Farrington and R. Slater,
“Introduction: Cash Transfers: Panacea for Poverty Reduction or Money Down the Drain?” Development
Policy Review 24, no. 5 (2006): 499–511; R. Palacios and O. Sluchynsky, Social Pensions. Part I: Their
Role in the Overall Pension System, Social Protection Discussion Paper No. 0601 (Washington, DC: The
World Bank, 2006); R. Rofman, Social Security Coverage in Latin America, Social Protection Discussion
Paper Series No. 0523 (Washington, DC: The World Bank, 2005).
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contribution type and 9.3 percent are hybrid schemes, according to the 2005 Pension
Survey by Hewitt Associates.65
Since the 1990s, private-sector personal retirement savings products have
emerged, targeting different retirement needs and individuals of varying socioeconomic
status (SES). Table A.2 (see appendix) provides a brief description of private-sector
retirement savings products available throughout Mexico as of 2011. It compares 11
products from 6 providers on various attributes, such as minimum withdrawal age, tax
benefits, and additional coverage options.
Almost all products require a minimum contribution period of at least 5 years, as
well as a minimum withdrawal age of 50 years of age. While information on minimum
and maximum contributions for several products is not available in detail, all plans permit
additional contributions. The minimum amount that is insured ranges widely from USD
5,000 to USD 50,000, and most offer additional coverage options, such as disability and
accidental death insurance, and extra benefits including payment advancements and
insurance for one’s spouse.
In addition, almost all products offer tax benefits in the form of deductions up to a
given amount or tax-free withdrawals under certain conditions. In the event of investor
death, all products stipulate a transfer of benefits to the designated beneficiaries, either as
a one-time payment or in installments. Similar payment options are offered to the
investor at the end of the contracting term.
There is no information on the coverage of personal private pensions, as they have
been introduced only in the past few decades. They are assumed to cover a smaller
percentage of the Mexican population than employer-provided pensions.
3.4

Health Care Provision

The Mexican health care system consists of both public and private sectors. The public
health care institutions cover two population groups: the insured, by means of the social
security system, and the uninsured, by means of public services. Compared with other
OECD countries and with other Latin American countries, Mexico has low health care
expenditures and resource availability. Due to the low prevalence of social security
(pensions and health care) coverage in Mexico, many people depend on public programs,
such as SPS and incur substantial out-of-pocket expenditures for health care.
3.4.1 Health Care Expenditures and Resource Availability
In 2008, OECD countries spent an average of 9 percent of gross domestic product (GDP)
on health care. This figure includes the consumption of health care goods and services, as
well as capital investment in health care infrastructure.66 As of 2008, Mexico devoted 2.8
percent of GDP to public health care spending and 3.1 percent of GDP to private
spending, increases of 0.8 and 0.1 percentage points, respectively, since 1990.67

65

S. C. Hewitt Associates, 2005 Pension Survey (Mexico City: S. C. Hewitt Associates, 2005).
OECD (2011), Society at a Glance 2011 - OECD Social Indicators.
67
OECD (2006), Society at a Glance 2006 - OECD Social Indicators; OECD (2011), Society at a Glance
2011 - OECD Social Indicators.
66
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Public health care expenditure is composed primarily of the following
components: federal government contributions to various social security institutions,
federal government transfers to the Secretary of Health and to health care services
provided by the states, and employer-employee contributions.68 Within Mexico, public
health care spending is highly unequal across the states, due in part to differences in the
level of health insurance coverage by state. In 2000, Mexico spent an average of 1,405
pesos per capita (USD 198 at 2005 PPP) as a nation, while in the Federal District the
average was 2,518 pesos per capita (USD 353 at 2005 PPP). At the other extreme is the
state of Puebla, where only 906 pesos per capita (USD 127 at 2005 PPP) were dedicated
to public health care spending.69
Figure 3.6 shows that smaller total per capita health care expenditures (public and
private spending) in a country are generally associated with lower life expectancy at
birth. Among OECD countries, Mexico falls in the lower left corner with one of the
lowest life expectancies at birth and low total per capita health care spending. Higher
spending is not always related to increased life expectancy, however; the United States
has the highest levels of health care spending in the OECD but only a moderate life
expectancy.

68

J. Arzoz and F. M. Knaul, 2003. Inequidad en el gasto del gobierno en salud. Caleidoscopio de la Salud.
De la investigación a las políticas y de las políticas a la acción (México: Fundación Mexicana para la Salud,
2003, http://www.funsalud.org.mx/casesalud/caleidoscopio/13%20Inequidad%20en%20el%20gasto.pdf,
accessed June 24, 2011.
69
Ibid.
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Figure 3.6
Total health care spending (public and private) per capita and life expectancy at
birth, 200870
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In terms of availability of health care resources, Mexico averages less than one
hospital bed per 1000 people, which is among the lowest rates in Latin America, together
with Venezuela, Honduras, and El Salvador.71 According to the OECD,72 Mexico had
two practicing physicians per 1000 people by 2009, the second-lowest ratio among
OECD nations, as well as the lowest ratio of nurses to individuals (2.5 per 1000 people).
These numbers remain low relative to other OECD countries in spite of an increase in the
number of practicing doctors and nurses between 1990 and 2009.

3.4.2 The Mexican Health Care System
In 2009, approximately 46 percent of the population was covered by social security–
provided health care, between 1.5 and 3 percent by private health insurance, and
approximately 26 percent by SPS, leaving 27 percent of Mexicans without health care
coverage or insurance.73 The prevalence of uninsured older persons differs between urban

70

Selected OECD countries are presented here due to space constraints. Total health care spending
includes both public and private spending; this includes consumption of health services and goods, public
health programs, and spending on health care infrastructure. Health-related expenditures, such as research,
are excluded.
71
CEPAL/ECLAC, Statistical Yearbook for Latin American and the Caribbean, 2007.
72
OECD, Society at a Glance 2011 - OECD Social Indicators.
73

Private insurance is available in Mexico through various insurance companies and prepaid plans are
typically paid for by the insured; employer-provided private plans are not common in Mexico. Higher-
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and rural areas. Wong and Díaz find that in terms of health care coverage, 38 percent of
rural older persons (aged 50 and older) have health insurance coverage compared with 73
percent in urban areas.74
Figure 3.7 shows a simplified version of the Mexican health care system. The
public sector is composed of social security–provided health care in affiliated clinics and
hospitals, which is available to those registered with the social security institutions
(actively contributing workers, contributing self-employed, or pensioners). The public
sector also includes government-provided health care through programs such as IMSSOportunidades, SPS, and SSA, which are available to those without social security–
provided health care. The private sector includes the small percentage of Mexicans with
private health insurance (either employer provided or a pre-paid plan purchased by the
insured) who receive care in private clinics and hospitals. Those with no publicly
provided health care or private health insurance can also receive care in private clinics
and hospitals; they must pay out-of-pocket.
Figure 3.7
Diagram of the Mexican Health Care System

Notes: IMSS is the Mexican Institute for Social Security, ISSSTE is the Institute for
Social Security and Services for State Workers, and SPS is Popular Health Insurance.
Source: Authors, modified from U. Giedion, M. Villar, and A. Ávila, “Los sistemas de
salud en Latinoamérica y el papel del seguro privado” (Fundación MAPFRE, Instituto de
Ciencias del Seguro, 2010),
income individuals can access private health insurance through the purchase of a prepaid plan (Giedion et
al., “Los sistemas de salud en Latinoamérica y el papel del seguro privado”).
74
Health insurance coverage in R. Wong and J. J. Díaz, Health care utilization among older Mexicans:
health and socioeconomic inequalities, Salud Pública de México 49 no. 4 (2007): 514–15 is not identical to
social security coverage, as it includes both public health insurance (which is analogous to social security
coverage) and private health insurance. Private health insurance covers between 1.5 and 3 percent of the
population (Giedion et al., “Los sistemas de salud en Latinoamérica y el papel del seguro privado”).

31

Living Longer in Mexico: Income Security and Health

http://www.mapfre.com/ccm/content/documentos/fundacion/cs-seguro/libros/lossistemas-de-salud-en-latinoamerica-y-el-papel-del-seguro-privado.pdf
Private Health Care Provision.
Private health care institutions play an important role within the health care system. Forprofit private health care institutions offer a range of health care services that usually
require out-of-pocket expenditures, which can comprise up to 90 percent of total private
health care spending.75 Private insurance is not typically provided by employers in
Mexico. By 2005, 23 companies offered some type of insurance product for medical
expenses. Private health insurance covers between 1.5 and 3 percent of the population
and provides services through private hospitals and clinics.76
Out-of-Pocket Health Care Expenditures.
For individuals without access to social security–provided health care or private health
insurance, out-of-pocket health expenditures can reach 30 percent or more of individual
income, with those at the lowest levels of earnings more likely to incur such expenses.77
Out-of-pocket expenditures are mostly used for outpatient services, pharmaceuticals,
hospital expenses, and maternity payments and are higher on average in households
located in urban areas (although they represent a higher percentage of income for rural
residents) and in households with children or people older than 65 years.78 Those with
health insurance also incur out-of-pocket expenses, particularly for outpatient services.79
Popular Health Insurance.
Seguro Popular de Salud (SPS) was created in 2001 as a pilot program in the five
Mexican states of Aguascalientes, Campeche, Colima, Jalisco, and Tabasco. The primary
objective of SPS was to gradually guarantee the right to health care coverage for all
Mexicans. SPS replaced the previous SSA system that provided care for individuals with
no social security or private health insurance. SPS was designed to improve the
shortcomings of the SSA system, which included a scarcity of prescription medicines,
funding issues, a limited benefits package, and lack of appropriate targeting to lowerincome individuals.80 The SSA clinics and services now provide the services for SPS.
SPS targets families that fall in the lowest six deciles of the income distribution.
In 2004, when the program had expanded to cover about 14.3 percent of previously
uninsured families, the Law of Popular Insurance was established, converting the pilot
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A. C. Torres and F. M. Knaul, Determinantes del gasto de bolsillo en salud e implicaciones para el
aseguramiento universal en México: 1992–2000. Caleidoscopio de la Salud: De la investigación a las
políticas y de las políticas a la acción. México: Fundación Mexicana para la Salud, 2003)
http://www.funsalud.org.mx/casesalud/caleidoscopio/15%20DeterminantesDelGasto.pdf, accessed July 25,
2011.
76
Giedion et al., “Los sistemas de salud en Latinoamérica y el papel del seguro privado.”
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Arzoz and Knaul, Inequidad en el gasto del gobierno en salud.
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Torres and Knaul, Determinantes del gasto de bolsillo en salud.
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Giedion et al., “Los sistemas de salud en Latinoamérica y el papel del seguro privado.”
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J. Frenk, E. González-Pier, O. Gómez-Dantés, M. A. Lezana, and F. M. Knaul, Reforma Integral Para
Mejorar El Desempeño Del Sistema De Salud En México, Salud Pública De México 49, supplement 1
(2007).
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program into law and extending the program to all states. By 2008, 20 million Mexicans
were SPS beneficiaries.81
In terms of funding, SPS is similar to IMSS and ISSSTE in that it also has a threetier contributions structure, with the first tier of funding provided by the federal
government. However, instead of employer contributions, SPS receives its second-tier
funding from state governments. The third tier comprises contributions by participating
families (instead of employees, as in IMSS and ISSSTE) that are charged on a sliding
scale according to SES; households in the two lowest income deciles do not contribute,
whereas remaining deciles pay according to a sliding scale.82 Previously, the SSA system
charged a copayment per service; SPS has an annual fee that covers available services.
Operations and estimated costs of SPS are regulated by the Universal List of Essential
Health Services (Catálogo Universal de Servicios Esenciales de Salud, or CAUSES),
which has increased the number of health services and associated drugs eligible for
coverage under SPS from 78 in the pilot program83 to 266 in 2008.84
3.5 Summary of Pension and Health Care Systems in Mexico
Social security in Mexico is primarily provided through IMSS, which covers privatesector workers whose employers register them with the government and the contributing
self-employed, and ISSSTE, which covers government employees. Both IMSS and
ISSSTE provide pension benefits and health care coverage. These institutions began as
PAYG systems and recently reformed to PRA systems. The official retirement age in
Mexico is 65; however, older populations continue working past retirement age, at least
partly due to the lack of extensive social security coverage. Less than half of the working
population in Mexico contributed to the pension system in the early to mid-2000s.
Among OECD countries, Mexico stands out for having the highest average effective
retirement age for men and the second-highest for women.
The informal sector employs more than 50 percent of the labor force in Mexico,
representing an important challenge for social security (pensions and health care)
provision. This sector has been increasing in recent years; informality is more prevalent
in rural areas and in firms with one to five employees. Individuals in the informal sector
may have access to government-provided health care and noncontributory pension
programs. The programs for the informal sector have been expanding in the past decades,
but these programs still do not cover all of Mexico.
In terms of private options for saving for retirement, in recent decades, private
retirement products have started to emerge with favorable tax treatment. There is not
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J. Frenk, O. Gómez-Dantés, and F. M. Knaul, The democratization of health in Mexico: financial
innovations for universal coverage, Bulletin of the World Health Organization 87 (2009): 542–48.
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Ibid.
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E. González-Pier, C. Gutiérrez-Delgado, G. Stevens, M. Barranza Lloréns, R. Porras Condey, N.
Carvalho, K. Loncich, R. H. Dias, S. Kulkarni, A. Casey, Y. Murakami, M. Ezzati, M. and A. Joshua
Salomon, Priority-setting for health interventions in Mexico’s system of social protection in health, Lancet
368 (2006): 1608–18.
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Comisión Nacional de Protección Social en Salud, Catálogo universal de servicios esenciales (Mexico
City: Secretaría de Salud, 2006).
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much information about the coverage of these products but it is assumed to be low.
Moreover, few firms in Mexico provide private pensions.
Public health care spending is low in comparison with other OECD countries and
is highly unequal across the different states in Mexico. Private health care provision plays
an important role in Mexico. Those with social security coverage receive health care
through those institutions (e.g., IMSS and ISSSTE); those without social security
coverage may use public programs, such as SPS, seek private health insurance, or pay
out-of-pocket. There is low coverage of private health insurance, however. Out-of-pocket
health expenditures represent a high share of family income, and individuals with social
security coverage may also pay out-of-pocket for certain services.

4 FINANCIAL SECURITY AT OLDER AGES
In this chapter, we analyze the income sources of older Mexicans and the role they play
in old-age income security. We use survey data from the Mexican Health and Aging
Study (MHAS).85 MHAS is a panel study of individuals born before 1951 and their
spouses. The first wave of data was collected in 2001 and the second was collected in
2003. The data set is nationally representative and includes 9,862 households in the first
wave. Information was gathered for the main respondent, the spouse, other members of
their household, and about nonresident children.86 In our analysis, we use weighted 2001
data for the descriptive tables and figures.
The MHAS sample was obtained from the fourth quarter (October–December) of
the 2000 Mexican National Employment Survey (ENE). MHAS has rich data with which
to study the relationship between health and measures of SES, including individuals’
sources of income (pensions from social security institutions, private pensions, earnings,
property rent, capital assets income, business profits, family transfers, and public
transfers), household wealth (housing, assets, business, mortgages, and debt), and
education. It is worth noting that given the date of the MHAS data, the results presented
will not reflect more recent changes in the pension and health care systems described in
the previous chapter.
We begin the section with an examination of income sources and then explore
each source individually. In MHAS, the main respondent’s income is defined as the sum
of incomes from various sources received by the main respondent or the spouse. The
sources of income are wages (salaries), bonuses, pensions (from social security
institutions and private pensions), public transfers, family transfers, business revenue, and
property and asset income.87 Unless specified otherwise, in this chapter we refer to a
respondent’s income as the combined income of the respondent and spouse.
85

Please contact the authors (see preface for contact information) for files containing more detailed
information for all tables and figures produced by the authors from the MHAS data.
86
Even though some information was gathered only for the main respondent of the selected household,
certain sections of the MHAS also gathered information about the spouse (n=5,596). The survey also
collected sociodemographic information about all other household members (n=23,477) and nonresident
children (n=36,850) of the main respondent or spouse.
87
In the case of wages, bonuses, pensions, and public transfers, the survey collected the amount received by
the respondent separately from the amount received by the spouse. In the case of income from family
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Our basic approach builds on descriptive analyses (means comparisons) of the
characteristics of individuals who receive a particular source of income and those who do
not. We also present multivariate analyses of the determinants of being a recipient of a
particular source of income and in certain cases the amount of income received from that
source. The health and income assessment in the following section builds on similar tools
while also examining indicators of health status and health care service utilization.
4.1

Sources of Income for Older Mexicans

Figure 4.1 shows the sources of income for individuals aged 50 years or older.88 The
various sources include the amount received by the main respondent and/or the spouse.
Figure 4.1 shows that wage and business revenue decline in importance with age.89
Family transfers and pensions (including both pensions from social security institutions
and private pensions) gain in importance as individuals grow older. From the age of 70
on, family transfers are among the most important components of income, alongside
wages and pension income. Above age 85, wages and business revenue still make up
more than 10 percent of income. Public transfers (such as noncontributory pensions or
cash transfers from programs such as Oportunidades) play a relatively modest role,
although they become more important at older ages.90

transfers, assets, properties, and business, the survey collected a single amount for the respondent and
spouse.
88
It is worth mentioning that there might be mortality selection. That is, mortality tends to be higher for
groups with lower SES and thus at higher ages, people with higher SES take up an increasing share of
the population at that age. Evidence for the United States shows that wealth and mortality rates are
correlated (see, for example, O. Attanasio and T. DeLeire, The Effect of Individual Retirement Accounts
on Household Consumption and National Saving, The Economic Journal 112 (2000): 504–38). Similar
patterns have been found in many other countries.
89
Business revenue is defined as revenue coming from a business owned by the respondent and/or spouse
or other family members. Revenue rather than income is used, as there were problems with reported
business expenses; older adults may have poor knowledge of their true expenses, which could yield
substantially biased estimates.
90
Oportunidades, or Opportunities in English, provides a conditional cash-transfer for older persons and to
families for sending children to school and for participating in regular health check-ups (see, for example,
P. J. Gertler, S. Boyce, An Experiment in Incentive-Based Welfare: The Impact of PROGESA on Health in
Mexico [Berkeley: University of California, 2001]).
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Figure 4.1
Sources of income among respondents by age bracket, 2001
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Source: Authors’ analysis of MHAS, 2001.
Even though in a majority of cases (56 percent), older adults depend on a single
source of income, 44 percent depend on two or more sources.91 It is worth noting that
individuals who received wage and bonus income were more likely to depend only on
this source of income. In fact, nearly half of wage recipients (49%) cited this as their sole
income source, compared with 35 percent of recipients of private transfers and 33 percent
of recipients of business revenue. For the remaining wage recipients, who had two or
more sources of income including their wages, most of the remaining income came from
business revenue, pensions, or family transfers.
Overall, the dominant picture emerging from the data is one where formal
pensions (from either social security or private institutions) play a rather modest role and
informal mechanisms, like family transfers or work at advanced ages, provide most of the
income of older persons.
Previous studies have also found that transfers from adult children to their parents
are an important source of income for older Mexicans.92 De Vos et al.93 use the 1994
National Sociodemographic Study of Aging (ENSE or Encuesta Nacional
Sociodemográfica sobre el Envejecimiento) to examine the link between coresidence and
transfers made by adult children to their fathers (all aged 60 or older). They found that
48.1 percent of men aged 60 and older obtained income from their jobs, 15.6 percent
from pensions, and 36.3 percent had neither pension nor job income. The authors also
91

MHAS 2001
S. De Vos, P. Solís, and V. Montes de Oca, Receipt of assistance and extended family residence among
elderly men in Mexico, The International Journal of Aging and Human Development 58, no. 1 (2004): 1–
27; S. Parker and R. Wong, “Welfare of Male and Female Elderly in Mexico: A Comparison,” in The
Economics of Gender in Mexico: Work, Family, State, and Market, ed. E. Katz and M. Correia.
(Washington, DC: The World Bank, 2001); R. Wong, M. Palloni, and B. Soldo, Wealth in Middle and Old
Age in Mexico: The Role of International Migration, International Migration Review 41, no. 1 (2007):
127–51.
93
De Vos et al., Receipt of assistance and extended family residence among elderly men in Mexico.
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found that adult children played an important role in providing assistance to their parents
in old age. An older individual in this sample received financial help from family 3.9
times on average per month, physical help 6.5 times, in-kind help 16.6 times, and
domestic help 19.9 times per month.
Parker and Wong,94 using the 1996 ENIGH for individuals aged 50 and older,
find that older men are more likely than women to have a source of income. Specifically,
60 percent of males have income sources from paid work and self-employment compared
with 17 percent of females. Among males, 19 percent have pension income while this is
true only for 9 percent of women. In contrast, 17 percent of women, compared with 15
percent of men, receive transfers from family or friends. In the following sections, we
will analyze the main sources of income of older persons in more detail.
4.2

Family Transfers

Many older individuals who do not receive an old-age pension must rely on familial
sources of support. Gomes,95 also using the 2001 MHAS, found that one in every four
adult children lives with their older (60 years and above) parents; the average age of these
coresident children is 22 years and most are single (69 percent) and in good health (93
percent).96 On the other hand, the average age of children who do not coreside with their
parents is 43 years old and 10 percent of these children are single. Most of these adult
children live in the same city as their parents; only 21 percent of nonresident children live
in another city in Mexico and 11 percent live in the United States.97
According to the Survey on Health, Well-Being, and Aging in Latin America and
the Caribbean (SABE) in Mexico City in 2000, more than 1 million older persons—88
percent of older men and 94 percent of older women—receive some kind of transfer98;
however, they are not only recipients of transfers but also givers of support. Nationally
(using MHAS data), 60.8 percent of older males and 26.4 percent of older women are
heads of their household. According to the SABE data, support is primarily exchanged
first between spouses (this is the case for 19 percent of older men and 58 percent of
women) and next between older parents and adult children. Gomes99 also reports that
older women mainly provide services and care to adult children and receive money and
services, whereas older men provide money and receive services.
Gomes100 notes that intergenerational coresidence is more common among older
women than among older men, due both to their higher life expectancy and their
traditional caregiving role. Also, because men on average have better access to
institutional resources in old age, such as pension support (27 percent) and Programa de
Apoyos Directos al Campo or Program of Direct Payments in Rural Areas
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Parker and Wong, “Welfare of Male and Female Elderly in Mexico: A Comparison.”
C. Gomes, Intergenerational Exchanges in Mexico: Types and Intensity of Support, Current Sociology 55,
no. 4 (2007): 545–60, http://csi.sagepub.com/cgi/content/abstract/55/4/545.
96
The direction of support that coresidency provides may be from adult children to parents or from parents
to children (or both).
97
Gomes, Intergenerational Exchanges in Mexico: Types and Intensity of Support.
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Ibid.
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Ibid.
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(PROCAMPO)

(14 percent), more women than men depend on national and international
remittances as a source of income in old age.101
Men tend to remain heads of households and providers until late in life.102 In
addition, older men who find themselves unable to meet the expectations of their
traditional roles as providers face higher levels of stress and social pressure than men
who do meet those expectations, which may affect their health status.103 Women often
remain caregivers of their children and grandchildren; they are more likely to be
recipients of their children’s assistance and to outlive a male spouse.104 Women are less
likely to have participated in the labor market and consequently tend to have a lower
income. As a result, older women are more frequently in need of their children’s
assistance in the form of family transfers and remittances (family transfers that originate
from a foreign country).
According to the International Fund for Agricultural Development (IFAD) and the
Food and Agriculture Organization of the United Nations (FAO), Latin America and the
Caribbean received approximately USD 28 billion in remittances in 2002; by 2007, this
figure increased by 115 percent, reaching USD 60 billion. In 2007, Mexico alone
received USD 25 billion, making it the third-largest receiver of remittances worldwide.105
This figure is thought to underestimate the true size of the remittance flow, as many
transactions are unrecorded. The Pew Hispanic Center106 reports that 12.7 million
Mexican immigrants, or 11.8 percent of Mexico’s total population, were in the United
States in 2008, accounting for 32 percent of all immigrants residing in the United States.
Many of these immigrants return to Mexico; Passel and Cohn107 estimate that between
February 2008 and February 2009, 636,000 Mexicans migrated to the United States and
433,000 people returned to Mexico from the United States, although some of these return
migrants may re-emigrate in the future.
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Ibid. PROCAMPO (Programa de Apoyos Directos al Campo, or Program of Direct Payments in Rural
Areas) is a transfer program implemented in 1994 (coinciding with the beginning of NAFTA, the North
American Free Trade Agreement) to compensate agricultural producers for the anticipated domestic price
drops resulting from trade liberalization. For more information, see E. Sadoulet, A. de Janvry, and B.
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no. 6 (June 2001): 1043–56.
102
N. Salgado de Snyder, T. González-Vázquez, B. Jáuregui-Ortiz, and P. Bonilla-Fernández. No hacen
viejos los años, sino los daños: envejecimiento y salud en varones rurales, Salud Pública de México 47 no.
4 (2005): 294–302.
103
Ibid.
104
Varley and Blasco, Intact or in tatters?
105
R. Vargas-Lundius, G. Lanly, M. Villareal, and M. Osorio. International migration, remittances and rural
development (International Fund for Agricultural Development, 2008),
http://www.ifad.org/pub/remittances/migration.pdf, accessed July 27, 2011.
106
Pew Hispanic Center, “Mexican Immigrants in the United States, 2008” (Pew Research Center
Publications, April 15, 2009), http://pewresearch.org/pubs/1191/mexican-immigrants-in-america-largestgroup, accessed June 24, 2011.
107
J. Passel and D. Cohn, Mexican Immigrants: How Many Come? How Many Leave? (Washington, DC:
Pew Hispanic Center, 2009).

38

Living Longer in Mexico: Income Security and Health

Financial Assistance by Adult Children.
Among households in MHAS, 30.8 percent receive financial or in-kind transfers from
their children over a 2-year period.108 The annual unconditional mean of family transfers,
including those households that do not receive transfers, is $9,469 pesos or USD 1,328 at
2005 PPP. The annual conditional mean among households that receive transfers from
children is $33,407 pesos or USD 4,687 (at 2005 PPP). Table 4.1 presents the distribution
of annual financial and in-kind transfers for households receiving transfers from children
or grandchildren. Transfers are unequally distributed: at the 5th percentile they are USD
337 at 2005 PPP, at the median they are USD 1,571, and at the 95th percentile they are
USD 12,039.
Table 4.1
Conditional distribution of annual financial and in-kind transfers among
respondents from their children, 2001109
Annual average amount of transfers received from
children
Percentiles
Pesos
US Dollars
(2005 PPP)
1%
600
84
5%
2,400
337
10%
2,900
407
25%
5,200
730
50%
11,200
1,571
75%
24,000
3,367
90%
49,000
6,875
95%
85,800
12,039
99%
290,000
40,690
Mean
33,407
4,687
SD
180,196.3
25,284
Total number of
3,081
observations
Notes: PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.

108

To identify transfer recipients, the MHAS questionnaire includes the following question: “In the last two
years, have you (or your spouse) received financial or in-kind support from any of your children and/or
grandchildren (and those of your spouse)?” It is worth noting that in 2001 only those receiving at least
$5,000 pesos or USD 701.6 (at 2005 PPP) over the 2 years prior to the survey were asked about the
amount they received. For this, the 2001 survey asked “In total for the 2 years, was this assistance equal to
$5,000 pesos or more (or about 200 pesos a month)?” The follow-up question about the amount was
“About how much was this support in total in the last 2 years?” Respondents also indicated the frequency
with which they received transfers. The amount of the transfer if less than 5,000 pesos was imputed.
109
The MHAS questionnaire asks respondents to provide an estimate of the value of the financial or in-kind
transfers they have received.
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Family Transfers and Educational Attainment of the Older Person.
Figure 4.2 presents the percentage of transfer recipients and nonrecipients by educational
attainment.110 Individuals who have higher levels of educational attainment are less likely
to be transfer recipients. A reason for this may be that those individuals with more
education are more likely to still be active in the labor market. Another reason is that
because education is highly correlated with earnings, those with higher education often
depend less on their children for financial assistance.
Figure 4.2
Respondents receiving transfers by educational attainment, 2001111
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Source: Authors’ analysis of MHAS, 2001.
Size of Family Transfers.
In Table 4.2, we show the percentage of transfers as a proportion of total income. Among
transfer recipients, higher income is associated with less dependence on transfers. For the
lowest 60 percent of the income distribution, over half of the total gross income comes
from family transfers. For the seventh through ninth deciles, transfers represent less than
half of total income, although transfers are still a substantial part of total income. For the
richest 10 percent, transfers represent slightly over half of total income. Because the
lowest 10 percent reported no income, no results are presented for this decile.112
110

Educational attainment refers to the main respondent in the household.
In Mexico, primary school refers to grades 1 to 6, secondary school to grades 7 to 9, and high school to
grades 10 to 12. Technical or commercial school may be attended after completion of secondary school and
is typically in lieu of high school.
112
Individuals in the lowest income decile may have income sources that they do not consider income and
do not report in MHAS. For example, many older adults live with their children and may receive food,
shelter, and clothing from their children; this would technically be in-kind income but is not thought of as
such by the older adults.
111
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Table 4.2
Transfers as a percentage of total income among respondents, 2001
Number of
Percent of
Transfers as a
Income decile
observations
respondents receiving
percentage of income
per decile
transfers113
for transfer recipients
Poorest 10%
987
11–20%
986
15.9
95.4
21–30%
986
40.7
89.3
31–40%
986
27.2
61.1
41–50%
986
38.8
53.8
51–60%
987
40.2
59.1
61–70%
986
39.9
45.5
71–80%
986
35.7
45.0
81–90%
986
31.8
39.3
Richest 10%
986
21.3
53.4
Total
9,862
28.3
60.7
Source: Authors’ analysis of MHAS, 2001.
Frequency of Family Transfers.
Table 4.3 shows the number and percentage of individuals 50 years or older in 2001 who
reported receiving transfers from children or grandchildren in the past 2 years.114 More
than half of respondents received transfers (53.2 percent); the majority of those receiving
transfers (56.7 percent) reported receiving more than 5000 pesos in the last 2 years, while
43.3 percent received less than 5000 pesos. Of those who received more than 5000 pesos
(USD 702 at 2005 PPP) in transfers, many received them on a weekly or monthly basis
(75.2 percent in 2001), while only 24.8 percent received yearly or one-time gifts of 5000
pesos or more. In sum, we find that among those receiving transfers, most receive more
than 5000 pesos biannually in transfers and that most of these receive transfers regularly
(on a monthly or weekly basis). One-time and yearly providers may be responding to
irregular events, such as an illness, widowhood, death, or other circumstances; children
(or grandchildren) who provide weekly or monthly transfers may be trying to fulfill the
consumption needs of the older adult.
Table 4.3
Percentage of transfer recipients among respondents and frequency of transfer flow,
2001
Frequency of transfer
Number of Percentage
Percentage
receipt/amount
observations reporting
reporting transfer
(individuals)
transfer
category
category
(of those receiving
113

The percentages correspond to individuals who received financial or in-kind transfers and reported the
amount received or a bracket estimate of it.
114
In 2001, for those who reported receiving 5,000 pesos (USD 702 at 2005 PPP) or more over the past 2
years, the frequency of the transfers (weekly or monthly, yearly, or as a one-time gift) is reported. For those
who reported receiving less than 5,000 pesos, no frequency is reported.
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(of total)
Received 5000 pesos (USD 702) or
more
Weekly or monthly
2,288
22.7
Yearly
637
6.9
One-time gift
51
0.5
Received under 5,000 pesos (USD
1,748
23.1
702, any frequency)
No transfers
4,358
46.8
Number of observations
9,082
Source: Authors’ analysis of MHAS, 2001.

transfers)

42.6
13.0
1.0
43.3
n/a

Importance of Family Transfers for the Oldest Old (85 and over).
Over time, individuals who have not saved for retirement through the social security
system or through private pensions may become more reliant on their children as a source
of income in old age. However, income from transfers differs from labor income as,
unlike wages or pensions, there may or may not be an explicit agreement between the
parties (i.e., parents and children) about how often the parent will receive transfer
income, making this a riskier income source. Transfers are also subject to changes in the
child’s or parent’s life (such as loss of employment or widowhood), preferences of the
child and parent, and their relationship, among other aspects. Figures 4.3 and 4.4 show
the composition of income for transfer recipients and nonrecipients, respectively.
Figure 4.3 shows that the importance of family transfers as a component of
income increases in the older age groups among those who receive transfers. For
instance, among transfer recipients between 50 and 60 years of age, 36 to 40 percent of
income comes from family transfers, compared with 48 percent for those aged 80 to 84
and 55 percent for those 85 and older. The second largest source of income is labor
income (wages and bonuses), which, as expected, declines with age while pensions rise.
Less than 20 percent of gross income comes from pensions among transfer recipients
older than 65, with the exception of those aged 80 to 84 for whom pensions represent
21.8 percent of income. Wages and bonuses, which comprise 36 percent of total income
in the 50 to 54 age group, represent less than 1 percent of income among the oldest old
(85 and older).
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Figure 4.3
Income composition by age group of transfer recipients, 2001
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Source: Authors’ analysis of MHAS, 2001.
A similar pattern of wages and pensions is shown in Figure 4.4, which shows the
income composition of older persons who do not receive transfers. Wages represent
approximately 65 percent of gross income among individuals younger than 55 years of
age; this quickly declines to 45 percent in the 60 to 64 group and to less than 10 percent
in the 80 years or older age group. Pensions take the place of wages among the oldest
groups, accounting for over two-thirds of gross income in the 80 to 84 age group.
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Figure 4.4
Income composition by age group of nontransfer recipients, 2001
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Source: Authors’ analysis of MHAS, 2001.
Characteristics of Older Persons Who Are Likely to Receive Family Transfers.
First, we explore the relationship between the probability of being a transfer recipient and
personal and family characteristics (Table 4.4). Second, we analyze recipient
characteristics and the amount of transfers received (Table 4.5).
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Table 4.4
Explaining the probability of receiving transfers among respondents, 2001
Variable
Odds ratio
Age
1.080
[0.034**]
Age squared
1.000
[0.000*]
Married or cohabitates
0.800
[0.052***]
Female
1.550
[0.100***]
Lives in urban area
0.790
[0.050***]
Coresides with at least one child
1.090
[0.069]
Has been diagnosed with at least one chronic illness
1.170
[0.067**]
Self-rated excellent/good health
0.850
[0.052**]
Number of children
1.100
[0.012***]
At least one of the children lives in the United States
1.850
[0.128***]
Children’s average years of schooling
1.020
[0.010**]
Education
1–3 years of schooling
0.910
[0.070]
4–6 years of schooling
0.830
[0.069***]
7–9 years of schooling
0.610
[0.065***]
10–12 years of schooling
0.450
[0.075***]
13–16 years of schooling
0.290
[0.057***]
17 years of schooling or more
0.300
[0.055***]
Respondent is currently working
0.540
[0.035***]
Respondent or spouse has had IMSS, ISSSTE, or SAR coverage
0.790
[0.049***]
Respondent or spouse receives business revenue
0.790
[0.054***]
Respondent or spouse receives pension income
0.620
[0.049***]
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Number of observations
6,895
Notes: *p<0.05, **p<0.01, ***p<0.001. Standard errors in parentheses. IMSS is the
Mexican Institute for Social Security, ISSSTE is the Institute for Social Security and
Services for State Workers, and SAR is the Mexican System of Saving for Retirement.
The benchmark categories are as follows: single; male; lives in rural area; lives with no
children; not diagnosed with a chronic illness; fair or poor health; none of the children
live in the United States; no schooling; not working; respondent or spouse has not had
IMSS, ISSSTE, or SAR coverage; respondent or spouse does not receive business
revenue; and respondent or spouse does not receive pension income. Pension income
includes pensions from social security institutions and private pensions.
Source: Authors’ analysis of MHAS, 2001.
Table 4.4 shows the odds ratios (ORs) from a logistic regression explaining the
likelihood of being a transfer recipient. The ORs indicate how much more (or less) likely
individuals are to become transfer recipients if there is a unit increase in the independent
variable. For instance, an OR of 1.55 for females indicates that women are 1.55 times
more likely than men to receive financial or in-kind transfers. An odds ratio of 0.54, as
shown for work status (i.e., respondent is currently working), indicates that working
individuals are about half as likely as nonworking individuals to get financial or in-kind
transfers from children or grandchildren. The odds ratio for age indicate that the
likelihood of being a transfer recipient increases with age. The likelihood also increases
with having more children and at least one child residing in the United States. Having any
level of schooling reduces the likelihood of receiving financial transfers. Being more
educated likely helps older adults become more independent of their children’s financial
aid.
The work-related variables in the model (Table 4.4) indicate (1) the working
status of the respondent, which equals 1 if the respondent is currently working, and zero
otherwise, (2) whether the respondent or spouse has social security coverage, (3) whether
they receive business revenue, and (4) whether they receive pension income. The inverse
association of these four variables with the likelihood of receiving family transfers may
indicate that children compensate for the absence of labor or pension income in old age
with transfers.
Table 4.5
Explaining the amount of transfers received among transfer recipients, 2001
Variable
Coefficient
Age
0.119
[0.089]
Age squared
–0.001
[0.001]
Married or cohabitates
0.294
[0.198 ]
Female
0.376
[0.222]
Lives in urban area
0.669
[0.185*** ]
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Coresides with at least one child
Has been diagnosed with at least one chronic illness
Self-rated excellent/good health
Number of children
At least one of the children lives in the United States
Children’s average years of schooling
Education
1–3 years of schooling
4–6 years of schooling
7–9 years of schooling
10–12 years of schooling
13–16 years of schooling
17 years of schooling or more
Respondent is currently working
Respondent or spouse has had IMSS, ISSSTE or SAR coverage
Respondent or spouse receives business revenue
Respondent or spouse receives pension income
Number of observations

–0.188
[0.182]
0.169
[0.173]
0.689
[0.187***]
0.108
[0.039***]
0.774
[0.238***]
0.078
[0.023***]
0.262
[0.202 ]
0.517
[0.230**]
0.752
[0.351**]
0.969
[0.625]
0.334
[0.792]
0.319
[0.789]
–0.533
[0.242** ]
–0.089
[0.197]
–0.015
[0.218]
–0.145
[0.261]
7,004

Notes: *p<0.05, **p<0.01, ***p<0.001. Standard errors in parentheses. IMSS is the
Mexican Institute for Social Security, ISSSTE is the Institute for Social Security and
Services for State Workers, and SAR is the Mexican System of Saving for Retirement.
The benchmark categories are as follows: single; male; lives in rural area; lives with no
children; not diagnosed with a chronic illness; fair or poor health; none of the children
live in the United States; no schooling; not working; respondent or spouse has not had
IMSS, ISSSTE, or SAR coverage; respondent or spouse does not receive business
revenue; and respondent or spouse does not receive pension income. Pension income
includes pensions from social security institutions and private pensions.
Source: Authors’ analysis of MHAS, 2001.
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Table 4.5 shows the regression of the logarithm of the amount of transfers
received by older Mexicans from their adult children.115 Results show that age and gender
are not significantly related to the amount of transfers. A joint test of gender and age also
shows no significant relationship with the amount of transfers. On the other hand, if the
parent has a larger number of children or at least one child residing in the United States,
the amount of transfers increases.
As expected, working parents are unlikely to be recipients and, if they receive
transfers, they receive lower amounts than nonworking parents. The other labor-related
variables (social security coverage and income from pensions and business) have no
significant association with the amount of transfers parents receive.
Respondents living in urban areas receive higher transfer amounts, conditional on
receiving transfers at all; this may reflect a generally higher cost of living in urban areas,
which translates into higher needs. The pattern for health is harder to interpret: on the one
hand, having at least one chronic illness appears to lead to higher transfer amounts
(although the effect is not statistically significant), whereas better self-rated health also
increases transfers. The effect of education seems to be positive in general, suggesting a
higher standard of living (keeping all other factors constant), which translates into higher
transfers.
4.3

Remittances from Children and Grandchildren

We next describe one particular form of family transfers: remittances from children or
grandchildren. Not only do they constitute an important source of income for many older
persons, but the characteristics of those receiving this income may differ from groups
who do not. We present descriptive statistics to provide insights on the role of
remittances and the characteristics of their recipients. Remittances are defined as
financial transfers that older adults receive from their own children or grandchildren who
live outside Mexico.116 Among children or grandchildren who provide financial transfers
to their parents, 22 percent live abroad, compared with 6.2 percent of the children of
older adults who do not receive financial transfers (MHAS, 2001 – results not shown).
Importance of Remittances.
According to MHAS, among older adults who receive help from their children, 16.2
percent are remittance recipients. Figure 4.5 illustrates substantial differences in the
115

To estimate the amount, we accounted for potential selection bias. Transfers are not observed for
nonrecipients. Moreover, in 2001, not all individuals reported how much they received in transfers if they
were under the 5,000-peso threshold defined by MHAS. To account for the fact that we don’t observe
remittances for everyone, either because these are zero or below the 5,000-peso threshold, we use a twostep Heckman selection model. The first equation (the selection equation) determines the probability that
we will observe a remittance amount for a household. The second equation explains the level of remittances
given that they are observed. The results in Table 4.5 represent this second equation. The selection equation
(not shown) includes an indicator variable that equals 1 if an individual and her spouse have 0 living
children and is zero otherwise. This variable is excluded from the equation presented in Table 4.5 (the
exclusion restriction).
116
MHAS provides information about where each child lives (i.e., same neighborhood as parent, same city,
same country but other state or in another country, and which country), and whether they provide financial
or in-kind transfers. Therefore, we were able to separate transfers coming from children living within and
those living outside the country.
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income composition of remittance recipients compared with nonrecipients. Remittances
represent almost 60 percent of gross income among remittance recipients. For those not
receiving remittances, their children’s assistance contributes close to 17 percent of total
income. Wages take on a larger proportion of total annual gross income among
nonrecipients (33 percent) than among recipients (14 percent). Even though business and
pension income remain important sources for both groups, for nonrecipients these sources
add up to 39 percent of total income, compared with 23 percent among remittance
recipients.
Figure 4.5
Gross income composition for remittance recipients and nonrecipients, 2001
100%

Public transfers

90%

Assets

80%
70%

Property

60%

Family transfers

50%
40%

Business
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Pensions
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0%

Remittance recipients

Non‐recipients

Source: Authors’ analysis of MHAS, 2001.
In spite of the relative importance of remittances in their income, remittance
recipients in the MHAS rarely rely on a single income source. Remittance recipients who
do not depend solely on this source of income generally complement their income with
wage, business, and pension income. For nonremittance recipients, the most common
combinations of income sources are wages and business revenue, wages and pensions,
and wages and family transfers.
Relation between Household Income and Remittance Receipt.
The unconditional distribution of remittances presented in Table 4.6 shows that, in per
capita terms, the average individual in this sample would receive USD 371 on a yearly
basis. However, the conditional mean, which only includes remittance recipients,
indicates that, on average, remittances are equal to USD 4,635 per year. There is a high
variance around the mean (standard deviation or SD = 22,704). A closer look at the
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percentile distribution shows that at least 75 percent of remittance recipients are below
this annual mean.117
Table 4.6
Conditional and unconditional distribution of remittances, 2001
Unconditional:
Conditional:
Averages for all respondents
Averages for remittance recipients
Percentiles

Remittances
received
(Pesos )

Remittances
received
(USD 2005
PPP)
0
0
0
0
0
0
0
702
5,192
371
6,547

Remittances
received
(Pesos )

1%
0
0
5%
0
0
10%
0
0
25%
0
2,700
50%
0
7,200
75%
0
18,000
90%
0
48,000
95%
5,000
132,400
99%
37,000
288,000
Mean
2,646
33,034
SD
46,663
161,814
Number of
9,862
770
observations
Notes: SD is standard deviation. PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.

Remittances
received
(USD 2005 PPP)
0
0
0
379
1,010
2,526
6,735
18,577
40,410
4,635
22,704

Table 4.7 presents the average amount of remittances received by individuals
throughout the income distribution. There are two main results. First, there is a
substantial difference in the amount of remittances received between those in the lowest
deciles and those in the highest. For instance, those in the second decile receive USD 165
per year (at 2005 PPP), compared to USD 31,575 among the wealthiest 10 percent.

117

The zero values in the conditional distribution represent incomplete data: respondents declared having a
child abroad who had given transfers but reported no transfer amount. All amounts are presented in pesos
and in USD at 2005 PPP.
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Table 4.7
Conditional mean of remittances received and remittances as a percentage of gross
income for respondents, 2001
Income decile Annual amount Annual amount Percentage Number of
of remittances
of remittances
of total
observations
(Pesos)
(USD 2005
income
PPP)
Poorest 10%
23
11–20%
1,177
165
62.9
47
21–30%
6,481
909
77.9
93
31–40%
4,604
646
30.4
75
41–50%
9,948
1,396
44.6
77
51–60%
9,946
1,396
31.4
87
61–70%
15,302
2,147
35.7
86
71–80%
22,948
3,220
37.6
98
81–90%
27,666
3,882
26.0
83
Richest 10%
225,037
31,575
50.8
101
Total
33,034
4,635
43.6
770
Notes: PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.
The second result is given by the column percentage of total income. Unlike the
means, the percentages show a different picture. Those in the lowest deciles who receive
the lowest amounts are also more dependent on remittances. For those in the second
decile, remittances constitute on average 63 percent of their total gross income; this
percentage is 78 among those in the third decile. In the higher deciles, the percentages do
not show a clear trend. About 30 to 40 percent of income comes from remittances for
those in the sixth, seventh, and eighth deciles.
Characteristics Influencing Remittance Receipt.
Table 4.8 shows the odds ratios of a logistic model explaining the likelihood of being a
remittance recipient. The results indicate that residing in an urban area or coresiding with
a child significantly decreases the odds of being a remittance recipient. Being female
increases the odds of receiving remittances. Somewhat unexpectedly, the work status
variable has no statistically significant effect. Instead, being covered by IMSS, ISSSTE,
or SAR decreases the likelihood of receiving remittances when compared with older
adults who do not have such coverage. In contrast, having a higher number of children
significantly increases the odds of receiving remittances.
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Table 4.8
Odds ratios associated with the probability of being a remittance recipient among
respondents, 2001
Variable
Odds ratio
Age
1.005
[0.054]
Age squared
1.000
[0.000]
Married or cohabitates
1.144
[0.130]
Female
1.659
[0.200***]
Lives in urban area
0.567
[0.058*** ]
Coresides with at least one child
0.596
[0.062*** ]
Has been diagnosed with at least one chronic illness
0.901
[0.091]
Self-rated excellent/good health
0.856
[0.095]
Number of children
1.190
[0.019*** ]
Children’s average years of schooling
0.982
[0.018 ]
Education
1–3 years of schooling
1.120
[0.132]
4–6 years of schooling
1.000
[0.139 ]
7–9 years of schooling
0.901
[0.193 ]
10–12 years of schooling
0.690
[0.272]
13–16 years of schooling
0.477
[0.253]
17 years of schooling or more
0.311
[0.189*]
Respondent is currently working
0.843
[0.095]
Respondent or spouse has had IMSS, ISSSTE, or SAR coverage
0.689
[0.079**]
Respondent or spouse receives business revenue
0.912
[0.109]
Respondent or spouse receives pension income
1.017
[0.15 ]
Respondent has ever worked or lived in the United States
3.088
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Respondent has lived 2 or more years in the USA
Number of observations

[0.382***]
2.274
[0.568**]
6,972

Notes: *p<0.1; **p<0.05; ***p<0.01. Standard errors in parentheses. IMSS is the
Mexican Institute for Social Security, ISSSTE is the Institute for Social Security and
Services for State Workers, and SAR is the Mexican System of Saving for Retirement.
The benchmark categories are as follows: single; male; lives in rural area; lives with no
children; not diagnosed with a chronic illness; fair or poor health; none of the children
live in the United States; no schooling; not working; respondent or spouse has not had
IMSS, ISSSTE, or SAR coverage; respondent or spouse does not receive business
revenue; respondent or spouse does not receive pension income; respondent has not
worked or lived in the United States.; and respondent has lived less than 2 years in the
United States. Pension income includes pensions from social security institutions and
private pensions.
Source: Authors’ analysis of MHAS, 2001.
The last two variables in Table 4.8 are indicators of migration history of the
respondent. The estimates show that having lived or worked in the United States is
strongly associated with being a remittance recipient; older adults with a history of
migration were about three times more likely to receive remittances than those who did
not. This effect slightly decreases if one has spent 2 or more years in the United States. A
larger proportion of remittance recipients have migrated at some point to live and/or work
in the United States (20.1 percent) compared with nonrecipients (6.7 percent). This may
suggest that individuals who worked or lived in the United States and later returned to
Mexico are more likely to have built networks and have established conditions to allow
their children to follow suit.
4.4

Income from Wages

In this section, earners are the older adults who reported receiving a wage from their main
or secondary job. MHAS collects wage information for the main respondent and the
spouse separately. Therefore, unless specified otherwise, our analysis refers to the main
respondent’s earnings.
Comparison of Wage Earners and Non–Wage Earners.
Wage earnings and bonuses are the largest component of income.118 Median annual
earnings were USD 3,367 and the conditional mean was USD 6,438. Other relevant
sources are business and property revenue, with medians of USD 4,209 and USD 2,020,
respectively. However, these two sources are less prevalent and more unequally
distributed than earnings. Not everyone who works may receive a wage, including selfemployed workers and those working in family businesses.
118

All results in this section are presented in US dollars adjusted for 2005 PPP.
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Table 4.9 shows the characteristics of wage earners (individuals who claimed to
receive a wage from their current job) and non–wage earners who report working in the 2
weeks prior to the survey.119 The age patterns are as expected: the group of wage earners
older than 60 is relatively smaller than the group of non–wage earners. Results (not
shown) indicate that 32 percent of wage earners are older than 60, compared with 49
percent among non–wage earners. Table 4.9 shows that wage earners are on average 57.9
years old, compared with 61 years old among non–wage earners. Even though the
proportion of older adults earning a wage declines rapidly with age, there is still a large
proportion (approximately a third) of individuals in the labor force after 65 (not shown).
Table 4.9
Comparison of wage earners and non–wage earners, 2001
Variable
Wage earners,
Non–wage
mean
earners, mean
Average age (in years)
Female (%)
Married or cohabiting (%)
Education (%)
0 years of schooling
1–3 years of schooling
4–6 years of schooling
7–9 years of schooling
10–12 years of schooling
13–16 years of schooling
17 years of schooling or
more
Mostly urban area (%)
Number of children
Co-resides with child (%)
Good self-rated health (%)
Poor self-rated health (%)
Ever diagnosed chronic
illness (%)
Multiple ADLs (%)
Covered by social security
(%)
Has contributed to pension
(%)
Mean yearly gross income
(USD at 2005 PPP)
Has 2 or more income
sources (%)
Number of observations

57.9
28.2
65.6

61
28.3
59.4

Difference between
wage and non–wage
earners
–3.6***
–0.1**
6.2***

22.0
23.2
24.2
14.9
4.2
3.9
7.5

30.9
33.9
20.4
8.9
3.2
1.2
1.4

–8.9***
–10.7***
3.8***
6***
1***
2.7***
6.1***

56.4
4.3
69.0
45.9
46.6
44.2

28.9
5.4
68.4
37.8
51.9
49.2

27.5***
–1.1***
0.6***
8.1***
–5.3***
–5***

2.8
56.2

2.5
24.3

0.3***
31.9***

70.3

50.2

20.1***

16,225

21,365

–5139.2***

49.3

41.7

7.6***

4473

119

The non-working population is substantially different from the working population so the results in Table
4.9 refer only to older persons who reported working.
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Notes: PPP is purchasing power parity. *p<0.1; **p<0.05; ***p<0.01. ADL is activity of
daily living; multiple ADLs refers to difficulties with two or more ADLs.
Source: Authors’ analysis of MHAS, 2001.
Gender and Earnings.
Within the working population, men represent 71.8 percent of the wage-earning workers
(see Table 4.9). This difference is persistent across cohorts and widens among individuals
older than 70 years of age: fewer than 37.8 percent of wage earners are women,
compared with 55 percent among cohorts younger than 70.
The gender difference in participation in the labor market exists also in the
amount of time spent working. Individuals who reported having worked over the course
of their lives have done so, on average, for more than half of their life span. Women have
been in the labor market less than men; women have been in the labor force 3.7 out of
every 10 years of their lives, compared with 6.9 among men. Among women, however,
those younger than 65 have worked nearly 4 out of 10 years of their lives, compared with
3.3 among women 75 and older, reflecting generational differences in labor force
participation decisions (results not shown).
Education and Urban-Rural Differences.
Table 4.9 shows that education makes a difference in how individuals select into the
wage-earning and non–wage-earning groups. Individuals with 10 or more years of
education are more likely to be wage earners than individuals with 0 to 3 years of
schooling. Wage earners report lower incomes than non–wage earners.
Finally, we consider urban versus nonurban residents. Table 4.9 shows that 56.4
percent of wage earners live in more urban areas, compared with 28.9 percent of non–
wage earners. MHAS data (not shown here) show that incomes in rural areas are lower
than in urban areas. This is also true for earnings. Mean conditional earnings (i.e.,
counting only wage recipients) in urban areas are USD 8,347, whereas in less urbanized
areas it is USD 4,460. The difference in these numbers is statistically significant,
although there is a large variation in earnings among urban workers. A comparison of
medians also shows this gap: USD 2,525 among rural workers, compared with USD
5,051 among residents of more urban areas.
Self-Employment.
MHAS respondents were asked to think of their main job throughout their lives and state
whether, in their main job, they had been employees, self-employed, or family workers.
Almost 32 percent of respondents who had worked over the course of their lives stated to
have been self-employed or family workers in their main job. The age difference between
this group and the non–self-employed is statistically significant. Those with a history of
self-employment were on average 63.8 years of age, whereas those without were 62.3
years of age. By age group, 37 percent of individuals 80 years of age and older (n=514)
had a history of self-employment, compared with 29 percent of those younger than 60.
These results are indicative of a cohort effect, where older generations are more likely to
have chosen self-employment than younger generations.
Other Sources of Income for Wage Earners.
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Figure 4.6 (which includes only working individuals) shows that wage earners not only
depend on a smaller number of income sources, but the overall income is mostly wagedependent. The first column shows the composition of yearly gross income among
individuals who earn a wage.
Figure 4.6
Gross income composition of wage earners and non–wage earners among workers,
2001
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Source: Authors’ analysis of MHAS, 2001.
One sees that, on average, wage earners depend largely on this income source,
whereas non–wage earners depend mainly on business revenue, family transfers, and
their spouses’ income. These results are consistent with the tendency of non–wage
earners to count on the earnings of a spouse, which may in part reflect the gender
divisions in labor market participation.
Income Distribution of Wage Earners.
Table 4.10 shows the average annual earnings in each income decile, as well as the
percentage of total income made up of earnings. The share of earnings in total income
declines almost monotonically from the poorest to wealthiest deciles. This leads to the
question: what are other income sources for wage earners? Business revenue represents
close to a fifth (22 percent) of total gross income on average for the wealthiest 10
percent, but less than 5 percent among the seventh and lower income deciles (data not
shown here). Another important source of income is spousal earnings, which contributes
an additional 24 percent to the incomes of the wealthiest group, 27 percent for the middle
groups, and over 11 percent in the second- and third-lowest deciles.
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Table 4.10
Income composition of wage earners, 2001
Annual
Annual
Percentage of Number of
amount of
amount of
total income observations
earnings
earnings
for each
Income decile
(Pesos)
(USD 2005
decile
PPP)
Poorest 10%
—
—
—
—
11–20%
2,322.5
326
79.9
50
21–30%
6,314.0
886
70.2
253
31–40%
8,651.1
1,214
59.6
268
41–50%
10,737.1
1,507
49.4
482
51–60%
15,882.5
2,228
50.3
560
61–70%
18,518.2
2,598
42.5
573
71–80%
26,689.0
3,745
41.3
579
81–90%
36,158.3
5,073
34.7
568
Richest 10%
113,390.3
15,910
31.5
515
Total
30,114.1
4,225
46.4
3,857
Notes: PPP is purchasing power parity. The first decile is not reported because all
respondents in this decile reported no income.
Source: Authors’ analysis of MHAS, 2001.
Table 4.10 shows results for wage earners only. A similar analysis including the
complete older population (not shown here) would show a different picture. For the
lower-income groups, earnings are relatively unimportant, representing only 9 percent of
total income in the second decile. In the middle-income deciles, earnings make up 15 to
24 percent of total income, while in the ninth and tenth deciles the share of earnings is 17
percent and 14 percent, respectively.
Determinants of Wage Earnings at Older Ages.
We analyze the determinants of being a wage-earner as well as the determinants of the
amount of earnings. The first regression explains the likelihood of receiving a wage while
the second explains the logarithm of the amount received.
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Table 4.11
Two-step Heckman selection model explaining the likelihood of being a wage earner
and the logarithm of the level of earnings, 2001120
Variable
Coefficient
Regression explaining likelihood
Age
0.042
[0.022*]
Age squared
–0.001
[0.000***]
Married or cohabitates
–0.248
[0.035***]
Female
–0.609
[0.034***]
Self-rated health is excellent/very good/good
0.143
[0.033***]
Number of children
–0.018
[0.006**]
Education
1–3 years of schooling
0.021
[0.044]
4–6 years of schooling
0.003
[0.045]
7–9 years of schooling
0.268
[0.055***]
10–12 years of schooling
0.199
[0.089**]
13–16 years of schooling
0.295
[0.094**]
17 years of schooling or more
0.303
[0.085***]
Respondent owns a business
–0.611
[0.037***]
Respondent receives family transfers
–0.210
[0.034***]
Respondent receives pension income
–0.514
[0.042***]
Respondent receives asset income
0.142
[0.053**]
120

The equations are estimated using the two-step Heckman selection model. The top part of the table
presents a Probit equation, explaining the probability of being a wage earner, while the bottom part
explains the logarithm of wages, given that one is a wage earner. We are only able to observe the wages of
individuals who are wage earners and it is possible that this group has a wage that differs from the potential
wages of the rest of the sample. This may provide inaccurate estimates of the determinants of the amount
earned in wages. To address this problem, we use the information from the first regression on the likelihood
of being a wage earner in the second regression on the amount of wage earned. We have assumed that
receiving various kinds of nonwage income influences the decision to be a wage earner or not, but does not
affect wages, once one works.
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Respondent receives property income

–0.299
[0.093**]

Regression explaining earnings
Age

0.042
[0.027]
0.000
[0.000*]
0.293

Age squared
Married or
cohabitates

[0.044***]
–0.019
[0.056]
0.106

Female
Self-rated health is
excellent/very good/good

[0.037**]
0.015
[0.007**]

Number of children
Education
1–3 years of schooling

0.210
[0.053***]
0.434
[0.054***]
0.837
[0.062***]
1.010
[0.092***]
1.485
[0.095***]
1.725
[0.082***]
9455

4–6 years of schooling
7–9 years of schooling
10–12 years of schooling
13–16 years of schooling
17 years of schooling or more
Number of observations

Number of observations if the amount of wage was
observed
2,373
Notes: *p<0.1; **p<0.05; ***p<0.01. Standard errors in parentheses. The benchmark
categories are as follows: single, male, fair or poor health, no schooling, does not own a
business, does not receive family transfers, does not receive pension income, does not
receive asset income, and does not receive property income. Pension income includes
pensions from social security institutions and private pensions.
Source: Authors’ analysis of MHAS, 2001.
The results show that men are more likely to be wage earners. The likelihood of being a
wage earner increases with age, as shown by the positive coefficient of the age variable.
The negative coefficient on age squared indicates that the likelihood of being a wage
earner decreases over time. Being married or cohabitating decreases the likelihood of
being a wage earner. Higher education raises the likelihood of being a wage earner,
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particularly after an individual reaches 7 to 9 years of schooling. That is, the likelihood of
entering the wage-earning labor force increases after individuals finish primary school.
The amount of wage earned increases if the wage earner is married or cohabitates; has
good, very good, or excellent self-rated health; or a higher number of children; all levels
of education show an increase in earned wages compared with the baseline category of no
schooling.
4.5

Income from Pensions

In this section, we examine income from pensions, which includes income from pensions
from social security institutions and from private pensions. We first explore how Mexico
compares with other OECD countries and then analyze the MHAS data for a closer look
at pension income in old age in Mexico.
Replacement Rates.
The old-age pension replacement rate is defined as pensions from social security
institutions divided by preretirement earnings.121 The average net replacement rate for
OECD countries is 71 percent, with Mexico averaging about 48 percent (OECD,
2006)[[Is there a reference for OECD, 2006?]] Yes, it’s in the reference list – or did
you need more information on that reference?. Figure 4.7 shows replacement rates at
different earnings levels (relative to average earnings in a country). One sees that Mexico
has a relatively low replacement rate with little variation with preretirement earnings.
Figure 4.7
Pension replacement rate net of taxes and social security contributions, 2007
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The OECD defines this as a mandatory pension program; for Mexico, that would be analogous to
pensions from social security institutions.
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Source: OECD, Society at a Glance 2006.
Importance of Pensions.
We define pension income as the income from retirement, survivor, disability, or other
types of pensions an individual receives from public (social security) or private
institutions. Social security institutions tend to be the main source of pension income in
Mexico. Of all individuals in the 2001 MHAS who received a retirement pension, 89.5
percent received it from a social security institution. Similarly, most of the recipients of
survivor and disability pensions also received them from social security institutions (93
percent in both cases). In contrast, 1.9 percent received retirement pensions from private
institutions.122
Pensions are not nearly as prevalent as family transfers, earnings, and business
revenue. Of the total MHAS sample, 15 percent were pension recipients (including
pensions from social security institutions or private institutions). As expected, this
percentage is higher among those who may not have a current job but have worked at
some point in their lives (24 percent), but it is less prevalent among those who currently
hold a job (8 percent).
On average (using the unconditional mean), 12 percent of the gross income of
older Mexicans comes from pensions and 4 percent from their spouses’ pensions. If we
restrict ourselves to those older persons who receive a pension (the conditional mean), 51
percent of gross income comes from their own pensions and 18 percent from their
spouses’ pensions.

122

The percentages given in the paragraph refer to social security pensions (IMSS, ISSSTE, and other
public institutions) and private pensions; these numbers do not add to 100% as they do not cover all
sources. MHAS also allows respondents to select U.S. Social Security, “Other Institution,” and “A Person”
as additional sources of pensions.
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Table 4.12
Characteristics of pension recipients and nonrecipients, 2001123
Pension Nonrecipients Difference between
recipients
of pensions pension recipients
and nonrecipients
Mean
Mean
Average age
66.0
62.4
3.6***
Proportion of females (%)
55.6
52.7
2.9***
Individual is married or
52.7
53.9
–1.2***
cohabitates (%)
Education (%)
0 years of schooling
17.5
34.3
–16.8***
1–3 years of schooling
22.8
27.7
–4.9***
4–6 years of schooling
28.5
22.2
6.3***
7–9 years of schooling
18.9
9.1
9.8***
10–12
years
of
3.3
2.4
0.9***
schooling
13–16
years
of
3.5
1.7
1.8***
schooling
17+ years of schooling
5.4
2.5
3***
Lives in urban area (%)
64.5
41.2
23.3***
Working status (%)
4.7
5.1
–0.4***
Years worked/years lived
58.7
68.9
–10.2***
(% of lifetime worked)
Respondent or spouse has
52.1
55.3
–3.2***
had IMSS, ISSSTE, or
SAR coverage (%)
Main job for most of life
78.1
30.5
47.6***
(%)
Self-employed
12.2
30.3
–18.1***
Employee
68.0
46.3
21.7***
Mean yearly net income
9,895
7,132
2763.2***
(USD at 2005 PPP)
Has 2 or more income
2
1
0.7***
sources (%)
Number of observations
2,204
7,515
Notes: *p<0.1; **p<0.05; ***p<0.01. SD is standard deviation, PPP is purchasing power
parity, IMSS is the Mexican Institute for Social Security, ISSSTE is the Institute for
Social Security and Services for State Workers, and SAR is the Mexican System of
Saving for Retirement.
Source: Authors’ analysis of MHAS, 2001.

123

Individuals were classified as pension recipients if they claimed to receive pension income from either
social security institutions (IMSS, ISSSTE, PEMEX, etc.) or from private institutions. This does not
include receipt of noncontributory pensions, which are considered a public transfer.
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In Table 4.12 we compare characteristics of respondents who receive pensions
and who do not. The average age of pension recipients is 66.0 years, compared with 62.4
among nonrecipients. More older women receive pensions, partly as survivor benefits.
Data show that 37 percent of women who receive pensions receive them as survivor
benefits and 32 percent from their past jobs. Among men, survivor benefits are of minor
importance (less than 1 percent). Instead, most men receive pensions from their past jobs.
Pension Receipt, Education, and Urbanicity.
Individuals with 4 or more years of education are more likely to be pension recipients.
The number of pensioners is twice as large as the number of nonpensioners among those
with 13 or more years of schooling, which is consistent with our previous finding that the
higher educated are more likely to take wage-earning jobs.
We found a statistical difference in the proportion of married individuals who
receive and those who do not receive pensions. It is worth noting that 13.4 percent have
spouses who receive or expect to receive a pension. Among individuals whose spouse has
a pension, such income represents 58 percent of total gross income.
Area of residence has the expected effect: individuals residing in mostly urban
areas are more likely to be pension recipients than those who do not, which is partly
explained by the concentration of formal labor in urban areas.
Approximately 78 percent of pensioners receive pensions from social security
institutions. The social security institutions that provide most of the pensions are IMSS
and ISSSTE. Of the entire MHAS sample, 10.3 percent expected to receive a pension
(from social security institutions or private sources) in the future. Of these, two-thirds (68
percent) expected to receive their pension from IMSS and 22 percent from ISSSTE.
Table 4.13
Conditional average of pensions and pensions as percentage of income of pension
recipients, 2001
Conditional
Conditional
Percentage
average of
Percentage
Income
Number of
average of
of
pensions
of total
decile
observations pensioners
pensions
(USD 2005
income
(Pesos)
by decile
PPP)
Poorest 10%
—
—
—
—
—
11–20%
2,331
327
85.8
21
1.4
21–30%
7,554
1,060
73.5
133
12.1
31–40%
10,661
1,496
73.7
457
44.7
41–50%
13,032
1,828
60.0
250
21.0
51–60%
13,159
1,846
42.7
263
25.7
61–70%
22,330
3,133
50.2
292
25.4
71–80%
25,037
3,513
38.8
264
24.0
81–90%
33,688
4,727
32.6
288
29.1
Richest 10%
73,897
10,369
25.1
267
28.3
Notes: PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.
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Low-income individuals receiving pensions depend largely on this income source:
on average, among pension recipients, pensions represent about 85 percent of total gross
income among individuals in the second-lowest income decile; however, the prevalence
of pension recipients in this group is low. Only 1.4 percent (21 observations) of this
group receives a pension, compared with 12.1 percent of the individuals in the third
decile, 21 percent in the fifth decile, and 28.3 percent in the top 10 percent (Table 4.13).
4.6

Income from Business

In this section, we analyze business revenue and define it as revenue coming from a
business owned by the respondent and/or another person or group of persons, such as the
spouse or other family members. The decision to concentrate on revenue, as opposed to
profits (business revenue minus costs), is that many older adults may be owners of small
businesses and have poor knowledge of their true expenses, which could yield
substantially biased estimates. Analysis of the business cost estimates in the MHAS show
a number of implausible cost patterns.
Characteristics of Respondents Who Report Business Revenue.
Close to one-fifth (23.2 percent) of MHAS respondents reported having revenue from a
business. Table 4.14 shows descriptive statistics for recipients of business revenue and
nonrecipients. The table shows that recipients tend to be younger (61.3 years of age),
male, married, and reside in less urban areas. Specifically, 49.6 percent of recipients of
business revenue are 60 and older, compared with 56.6 percent of nonrecipients; 58
percent of business revenue recipients are male, compared with 43 percent among
nonrecipients; approximately 68 percent of recipients are married or in a consensual
union compared with 49.3 percent among those who do not receive business revenue.
Education yields mixed results about the receipt of business revenue. Since
education reflects in part the SES of an individual, we explore this in more detail in our
regression analysis below (see Table 4.16).
Being an urban resident has a significant association with whether one has
business revenue or not: 31.1 percent of individuals receiving business revenue reside in
more urban settings compared with 50.3 percent of those who do not receive business
revenue. Because wage-earning jobs are more prevalent in urban areas, it is likely that
business owners concentrate in larger proportions in less-urbanized areas as a response to
the lack of opportunities provided in the rural labor market.
Business Revenue, Health, and Income.
We find that individuals who receive business revenue are less likely to have limitations
with activities of daily living (ADLs).124 Although self-selection of healthy individuals
into entrepreneurial activities is a potential explanation, it is also possible that the
younger age (generally associated with a healthier profile) of entrepreneurs drives these
results.
124

Activities of daily living include dressing, eating, bathing, walking across a room, getting out of bed, and
using a toilet.
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Regarding employment benefits, a substantially smaller proportion has
contributed to pensions from social security institutions and private pensions among
business revenue recipients than nonrecipients. We also observe that business owners
have spent more time in the job market than nonowners. Wage-earning employment
tends to secure some savings for old age, and the lack of saving by business owners
might be generating the need to remain in the labor market longer.
Income is higher among business revenue recipients. The percentage of
remittance recipients was similar between the two groups, business revenue recipient and
nonrecipient of business revenue, although slightly higher for business revenue
recipients.
Table 4.14
Characteristics of business revenue recipients and nonrecipients, 2001
Variable
Business
Nonrecipient of
Difference
revenue
business
between business
recipient
revenue
revenue
recipients and
nonrecipients
Mean
Mean
Average age
61.3
63.7
–2.4***
Proportion of females (%)
42.0
56.7
–14.8***
Marital status (Married) (%)
68.4
49.3
19.1***
Education (%)
0 years of schooling
28.6
31.7
–3.1***
1–3 years of schooling
33.1
24.8
8.3***
4–6 years of schooling
23.0
23.5
–0.5***
7–9 years of schooling
8.5
11.8
–3.3***
10–12 years of schooling
3.0
2.4
0.6***
13–16 years of schooling
1.0
2.4
–1.3***
17+ years of schooling
2.7
3.2
–0.4***
Mostly urban area (%)
31.1
50.3
–19.1***
Number of children
5.4
4.9
0.5***
Good self-rated health (%)
37.5
32.8
4.7***
Ever diagnosed chronic illness
54.9
56.1
–1.2***
(%)
Multiple ADLs (%)
4.7
9.5
–4.8***
Covered by social security (%)
29.5
43.5
–14.1***
Years worked/years lived (% of
61.7
52.2
9.4***
lifetime worked)
Has contributed to pension (%)
51.6
74.6
–22.9***
Median yearly net income
17,108
4,825
12,283***
(USD at 2005 PPP)
Has 2 or more income sources
66.8
27.0
39.8***
(%)
Receives remittances (%)
8.2
8.0
0.2***
Number of observations
1,955
7,907
5,952
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Notes: *p<0.1; **p<0.05; ***p<0.01. SD is standard deviation, PPP is purchasing power
parity, IMSS is the Mexican Institute for Social Security, ISSSTE is the Institute for
Social Security and Services for State Workers, and SAR is the Mexican System of
Saving for Retirement.
Source: Authors’ analysis of MHAS, 2001.
Table 4.15 shows the conditional and unconditional distribution of revenue
from business in USD at 2005 PPP. The unconditional distribution shows that about 10
percent of the total sample (represented here as the upper 10 percent of the business
revenue distribution) has business revenue. For the rest of the sample (the lowest 90
percent) there is no business and, therefore, revenue equals zero. The conditional
distribution only includes individuals who own a business.
Two observations can be made regarding this table. First, among those who
receive revenue from business, the distribution is skewed. For instance, more than twothirds of the revenue recipients are at or below the mean. A comparison between the tails
for the distribution reinforces this point: the first percentile receives USD 135 in a year,
compared with USD 271,477 in the 99th percentile.
Table 4.15
Conditional and unconditional distribution of business revenue (USD 2005 PPP),
2001
Percentiles
1
5
10
25
50
75
90
95
99

Average for all
respondents
Business revenue
0
0
0
0
0
0
5,584
14,312
75,768
6,374
97,957
9,862

Average only for those who
received business revenue
Business revenue
135
337
606
1,684
4,209
11,226
33,675
64,227
271,477
27,420
201,752
1,955

Mean
SD
Number of
observations125
Notes: SD is standard deviation, PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.

125

The number of observations in this table differs from that of table 4.16 due to missing observations in
some of the variables included in the regression reported in table 4.16.
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Probability of Having Business Revenue at Older Ages.
In Table 4.16, we take a closer look at the determinants of being a business revenue
recipient (which typically signifies being a business owner). Because some authors126
have suggested that environmental as well as psychological variables may affect
entrepreneurial decisions, we use area of residence as a proxy for environmental factors;
for the psychological aspect, we use the individual’s attitude toward the role of bad luck
in ones’ problems.
The results from our logistic regression show that, as in our descriptive
assessment, being older than 60 decreases the odds of receiving business revenue, just as
being married increases these odds. Schooling, our measure of SES, shows that the more
educated an individual, the more likely he or she will be to receive revenue from
business.
The health variable refers to whether individuals have limitations with ADLs.
Since we have controlled for age, the negative and statistically significant effect of this
variable shows that having a limitation reduces the likelihood of earning business
revenue. Labor history is also relevant. Receiving a pension and currently working for a
wage has a negative relationship with our dependent variable, as one would expect.
Having a history of self-employment decreases the odds and attributing one’s problems to
bad luck increases the odds of being a business revenue recipient.
Table 4.16
Logistic regression of the likelihood of receiving business revenue among
respondents, 2001
Variable
Odds Ratio
Age
0.969
[0.003***]
Married or cohabitates
2.497
[0.176***]
Female
0.827
[0.054**]
Respondent lives in urban area
0.631
[0.040***]
Number of children
0.996
[0.010]
Education
1–3 years of schooling
1.257
[0.104**]
4–6 years of schooling
1.361
[0.118***]
7–9 years of schooling
1.642
[0.179***]
10–12 years of schooling
2.018
126

S. Ardagna and A. Lusardi, Explaining international differences in entrepreneurship: The role of
individual characteristics and regulatory constraints, NBER working paper no. 14012 (Cambridge, MA:
National Bureau of Economic Research, 2008); D. Blanchflower and A. Oswald, What makes an
entrepreneur? Journal of Labor Economics 16 no. 1 (1998): 26–60.
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13–16 years of schooling
17 years of schooling or more
Respondent is currently working
Respondent receives pension income
Respondent has multiple limitations with ADLs
Respondent has a history of self-employment
Respondent agrees that problems are due to bad luck
Number of observations

[0.343***]
1.893
[0.342***]
1.795
[0.298***]
0.329
[0.024***]
0.502
[0.042***]
0.668
[0.081**]
0.890
[0.055*]
3.756
[0.240***]
9454

Notes: *p<0.1; **p<0.05; ***p<0.01. ADL is activity of daily living. Standard errors are
in parentheses. The benchmark categories are the following: single, male, no schooling,
lives in rural area, no limitations with ADLs, does not receive pension income, not
working, does not have past history of self-employment, and does not agree that
problems are due to bad luck. Pension income includes pensions from social security
institutions and private pensions.
Source: Authors’ analysis of MHAS, 2001.
We see, in contrast to Table 4.14, that education in Table 4.16 has a significant positive
effect on the likelihood of receiving business revenue across the board. The difference
between the two tables is that in Table 4.16, we control for many other variables, whereas
in Table 4.14 we consider the descriptive statistics of variables by receipt of business
revenue. One sees from Table 4.14 that recipients of business revenue are considerably
more likely than nonrecipients to live in rural areas. Since at the same time the rural
population tends to have less schooling than the urban population, the net effect on
education in Table 4.14 may cancel out; however, Table 4.16 clearly shows that
education has a positive effect on the likelihood of receiving business revenue and that
living in an urban area has a negative effect.
4.7

Assets and Property Income

Throughout our analysis, we have addressed the three largest income sources (wages,
family transfers, and business revenue) for older Mexicans as well as pensions. There are
other income sources that contribute to older persons’ income security: assets and
property income. The extent to which each of these sources influences total income
depends on many factors, one of them being the SES of individuals.
Figure 4.8 shows the composition of gross income across the income distribution.
We find that in the middle to upper deciles (fifth to ninth), the distribution of income
components is similar: wages (of respondent and spouse), transfers, and business revenue
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are the main income sources. In the second decile, however, public transfers play a key
role: these are individuals who stated that they and/or their spouses received income from
programs such as Procampo, Oportunidades, or INAPAM (Instituto Nacional de las
Personas Adultas Mayores, or National Institute for Older Persons; formerly INSEN).127
In the highest income decile, business revenue dominates.
Figure 4.8
Annual gross income composition by income decile among respondents, 2001
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Source: Authors’ analysis of MHAS, 2001.
Asset and property income represent a low proportion of income in each decile.
Remarkably, in the poorest decile, the proportion of asset income is highest, but the
absolute amount is small. These results have to be interpreted with care because our
sample for these income sources is not large; not many older persons report these sources
of income. Only 5.7 percent of the total population has income from assets and only 2.9
percent has property income. The median asset income is USD 840 and the mean is USD
2,511. For property income, the median is USD 2,020, while the average is USD 16,793,
indicating a skewed distribution.
Further results, not reported here, show that asset and property income are
associated with a lower number of children, better health, and higher levels of education.

127

INAPAM provides discounts on various items and services, such as shelters, health education, cultural
centers, clubs for older adults, and other recreational activities for older persons.
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4.8

Summary of Financial Security at Older Ages

In general, as men and women in Mexico age, labor income decreases. Older persons
with the lowest income are the most likely group to continue in the labor force. Many
older persons who do not receive an old-age pension must rely on familial sources of
support. Women are the most likely candidates for needing their children’s assistance.
This is because they are more likely to outlive male spouses and less likely to have
worked and contributed to (and thus benefit from) the social security system (although
they are more likely to receive survivor benefits). Overall, the dominant picture emerging
from the data is one where formal pensions (from social security institutions or private
sources) play a modest role, whereas informal mechanisms, like family transfers or work
at advanced ages, provide most of the income of the older persons.
Our analysis of intrafamily transfers as a source of income among older persons
has shown that older Mexicans are dependent on many sources of income; as they age,
transfers grow in importance. The most transfer-dependent individuals are those with no
job, no pension from social security institutions or private pension, and those with low
education levels. Income from transfers, however, differs from labor income, as unlike
earnings or pensions, there may or may not be an explicit agreement between the parties
(i.e., parents and children) about how often the parent will receive transfer income,
making this a riskier income source.
Furthermore, transfers are subject to changes in the child’s or parent’s life (such
as loss of employment or widowhood), the preferences of child and parent, and their
relationship. Some children may provide occasional gifts while others may provide
transfers on a more frequent and consistent basis. Regular income may relate more to the
supply of consumption goods that guarantee the livelihood of the parent, whereas
occasional gifts may be in response to specific life events, such as illness or widowhood.
Among respondents in MHAS, 53.2 percent received financial or in-kind transfers
from their children over a 2-year period. Households receiving transfers tend to have less
education, have older members, have members no longer in the labor force, and are less
likely to include a married couple. Pensions and business revenue are also more likely in
households that do not receive transfers. Transfers compensate for the absence of other
sources of income, mainly pensions among the oldest old and earnings among individuals
younger than 70. Most respondents who receive transfers receive them on a weekly or
monthly basis.
Monetary and in-kind transfers from family members are a source of income for
over a third of older Mexicans who reported an income source. A subset of family
transfer recipients are those who received transfers from children residing abroad
(remittances). Among children or grandchildren who provide financial transfers to their
parents, 22 percent live abroad, compared with 6.2 percent of the children of older adults
who do not receive financial transfers.
Remittances represent almost 60 percent of gross income among recipients. Those
with lower household income are more likely to receive remittances. Those who reside in
an urban area or coreside with a child have lower odds of receiving remittances. Being
female, having a higher number of children, and having a history of migration increase
the odds of receiving remittances. This may suggest that return migrants are more likely
to have established conditions to allow their children to follow suit and live abroad.
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Many older Mexicans continue to work: 55.8 percent worked the week prior to
the interview and 53.8 percent of these working in the prior week received a wage.
Earnings provide the largest median amount of income of all income sources. Even
though the proportion of older adults earning a wage declines rapidly with age, there is
still a large proportion (32 percent) of individuals in the labor force after 65. The selfemployed are more likely to keep working.
Mexico’s old-age pension replacement rate is among the lowest of OECD
countries. Pension income is not nearly as prevalent as family transfers, earnings and
business revenue. Of the total sample, 15 percent were pension recipients (including
pensions from social security institutions and private pensions). About 23 percent of the
respondents reported having income from a business; 31.1 percent of individuals
receiving business revenue reside in mostly urban settings, whereas almost 50.3 percent
of those who do not have business revenue live in urban areas. The more educated an
individual is, the more likely he or she will be to receive income from a business. Assets
and property income represent a very small fraction of income: only 5.7 percent of the
total population has income from assets and only 2.9 percent has property income.

5 SOCIOECONOMIC STATUS, HEALTH STATUS, AND HEALTH
INSURANCE IN OLD AGE
In this section, we seek to characterize the situation of older persons in Mexico with
respect to their own health status and health care expenditures by SES. We first examine
health and poverty in Mexico through a review of pertinent literature. We then explore
health status, health insurance, and health care expenditures through our own analysis of
the MHAS data in tandem with relevant cited sources.
5.1

Health and Poverty in Mexico

In this section, we discuss the geographic distribution of poverty and poor health status in
Mexico, indigenous groups and health status, and how macroeconomic conditions and
SES affect health.
The Geographic Distribution of Income and Health Status.
Several studies, including Zurita et al.128 and Eibenschutz et al.,129 find that the
geographic distribution of poverty in Mexico is associated with indicators of poor health
status. Eibenschutz et al.130 report, using a 2002 data source, a negative correlation
between income and infant mortality; specifically, in the Federal District and northern
states, such as Nuevo León, the female infant mortality rate is about 13 deaths for every
1000 live births. In the Federal District, the percentage of the population earning below
128

B. Zurita, R. Lozano, T. Ramírez, and J. L. Torres, Desigualdad e inequidad en salud. Caleidoscopio de
la Salud. De la investigación a las políticas y de las políticas a la acción (México: Fundación Mexicana
para la Salud, 2003).
129
C. Eibenschutz, S. Tamez, and I. Camacho, Desigualdad y Políticas Sociales Erróneas Producen
Inequidad en México, Revista de Salud Pública, 10 (2008): 119–32.
130
Ibid.
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minimum wage is 10 percent; in Nuevo León, it is 8.5 percent. In contrast, in Chiapas,
Oaxaca, and Guerrero, where 40 to 55 percent of the population earn below minimum
wage, the female infant mortality rate is between 22.8 and 25 deaths per 1000 live births.
The overall causes of mortality are mostly related to infectious illnesses in these poorer
areas, whereas noninfectious chronic illnesses (more common in older populations)
characterize the causes of mortality in northern Mexico, one of its most developed
regions.131
Indigenous Groups.
In addition to geographic differences in income and health, ethnic groups, particularly
indigenous communities, who generally have low SES levels, also face health challenges
that differ from groups with higher SES. Among predominantly indigenous communities
in 2005, the risk of mortality before a child’s first birthday was 1.7 times that of
nonindigenous Mexicans. Only 20 percent of the indigenous community had access to
SPS and only 9 percent to IMSS-Oportunidades.132
Macroeconomic Conditions and the Health of the Older Population.
Cutler et al.133 assessed health status and changes in mortality rates during periods of
crisis in Mexico. They estimate that due to the economic crisis, mortality rates in 1996
increased 5 to 6 percent for individuals 60 or older and 7 percent for those aged 0 to 4.
This translates into approximately 7,000 and 20,000 more deaths among infants and older
persons, respectively.
Economic crises may affect health through four mechanisms. First, a crisis
decreases income, leading to lower-quality consumption, less expenditure on health care,
and unequal distribution of available resources among members. Second, it changes
public sector resources. During crises, formal employment opportunities decline, the
informal sector expands, and consequently the pressure on public health care rises. Third,
families respond to crises by sending more of their members into the labor market—this
includes older persons. Finally, economic crises often push caregivers into the labor
force, leaving many older persons and children unattended.134 Cutler et al.135 find
evidence that the economic crises in Mexico in the 1980s and 1990s may have negatively
affected health outcomes for older persons and children through the first two
mechanisms.
Health and Socioeconomic Status.
There is clear evidence in the literature on the association between SES and health.
Whether measured as income or wealth, individuals at the lowest end of the distribution

131

Zurita et al., Desigualdad e inequidad en salud. Caleidoscopio de la Salud.
Secretaría de Salud, Programa Nacional de Salud 2007–2011: Por un México sano: construyendo
alianzas para una mejor salud (Mexico City: Secretaría de Salud, 2007),
http://portal.salud.gob.mx/descargas/pdf/pns_version_completa.pdf.
133
D. Cutler, F. Knaul, R. Lozano, O. Mendez, and B. Zurita, Financial Crisis, Health Outcomes and Aging:
Mexico in the 1980s and 1990s, Journal of Public Economics 84 (2002): 279–303.
134
Ibid.
135
Ibid.
132
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exhibit more negative indicators of health status.136 One reason for this is that lifetime
earnings increase with education level, which enables more-educated individuals to
afford a wider variety and better quality of health care. Conversely, healthier individuals
have a higher earning capacity, experience fewer employment interruptions, and have
lower health expenditures.
5.2

Micro Analysis: Health Status, Health Insurance, Income, and Wealth

In this section, we present analyses of the health, health insurance coverage, and SES of
older Mexicans using the MHAS.
Insurance and Access to Health Care.
Results (not presented here) show that 52.3 percent of the MHAS sample has access to
medical attention in a public or private institution, either by being affiliated with a public
institution (including social security institutions, SPS, and IMSS-Oportunidades) or
through private health insurance. Table 5.1 provides information on a number of health
indicators by health insurance status. We have defined being insured as having access to
any of the Mexican social security institutions (which provide pensions and health care);
these institutions include IMSS, ISSSTE, PEMEX, ISSFAM, and various state-level
providers.137 Since being insured is more likely to occur among those with formal
employment and higher income, this indicator is, in the case of Mexico, a measure of
both access to health care and SES. We find that, in general, the insured fare better than
the uninsured. They are more likely to find their health to be excellent, very good, or
good (43.8 percent among the insured vs. 32.8 percent among the uninsured) and are less
prone to having strokes, arthritis, and limitations with ADLs. They are more likely to be
diagnosed with diabetes, however; 17.8 percent of the insured report this health condition

136

See, for example, T. Chandola, J. Ferrie, A. Sacker, and M. Marmot, Social inequalities in self reported
health in early old age: follow-up of prospective cohort study, British Medical Journal 334, no. 7601
(2007): 990–93; J. S. House, R. C. Kessler, and A. R. Herzog, Age, Socioeconomic Status, and Health, The
Milbank Quarterly, 68, no. 3 (1990): 383–411; G. Lafortune and G. Balestat, Trends in Severe Disability
Among Elderly People: Assessing the Evidence in 12 OECD Countries and the Future Implications, OECD
Health Working Paper 26 (Paris: OECD, 2007); M. Marmot, The Influence of Income on Health: Views of
an Epidemiologist, Health Affairs 21, no. 2 (2002): 31–46; M. G. Marmot, M. J. Shipley, and G. Rose,
Inequalities in death-specific explanations of a general pattern, The Lancet 323, no. 8384 (1984): 1003–06;
L. Martel, A. Belanger, M. Berthelot, and Y. Carriere, Healthy Aging (Ottawa: Statistics Canada 2005); E.
Meara, Why Is Health Related to Socioeconomic Status? The Case of Pregnancy and Low Birth Weight,
Working Paper 8321 (Cambridge, MA: National Bureau of Economic Research, 2001); E. Meara, S.
Richards, and D. Cutler, The Gap Gets Bigger: Changes in Mortality and Life Expectancy, by Education,
1981–2000, Health Affairs 27, no. 2 (2008): 350–60; M. Minkler, E. Fuller-Thomson, and J Guralnik,
Gradient of Disability Across the Socioeconomic Spectrum in the United States, New England Journal of
Medicine, 355 (2006): 695–703; J. P. Smith, Unraveling the SES: Health Connection, Population and
Development Review 30, Supplement: Aging, Health, and Public Policy (2004): 108–32.
137
The state-level social security providers (state governments and associated agencies) that offer pensions
to their employees typically offer health insurance through IMSS. Social security benefits are not portable
between institutions; for example, if insured by IMSS, care can be received only at IMSS-affiliated health
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compared with 13.0 among the uninsured.138The uninsured are more likely to be smokers
and heavy drinkers than the insured.
The insured are more likely to be obese. In urban Mexico, insured individuals and
those with higher SES may be facing the same challenge as many residents of more
developed countries in dealing with the health problems of being overweight or obese.
Approximately 36.1 percent of the insured and 37.3 of the uninsured report having
hypertension.
Table 5.1
Prevalence among respondents of self-reported health status, health conditions,
ADLs, obesity, and smoking and drinking behaviors, by insurance status, 2001
Difference
between
Uninsured
Insured
uninsured
and insured
Self-reported health (%)
Excellent/very good/good
32.8
43.8
11***
Fair or Poor
67.2
56.2
–11***
Health Conditions (%)
None
46.8
45.0
1.8***
1
31.5
34.2
–2.7***
2 or more
21.7
20.8
0.9***
Diabetes (%)
13.0
17.8
–4.8***
Hypertension (%)
37.3
36.1
1.2***
Lung disease (%)
6.3
6.2
0.1***
Stroke (%)
3.0
2.2
0.8***
Arthritis (%)
23.1
17.2
5.9***
Activities of Daily Living (ADLs)
(%)
No difficulty
90.6
95.1
–4.5***
Difficulty with at least one
9.4
4.9
4.5***
Obese (%)
12.5
20.0
–7.6***
Smoking (%)
42.1
40.6
1.6***
Heavy or binge drinker (%)
20.6
18.1
2.4***
Number of observations
4,368
3,929
439
Notes: *p<0.1; **p<0.05; ***p<0.01.
Source: Authors’ analysis of MHAS, 2001.
Tables 5.2 and 5.3 aim to provide a “gradient view” of the prevalence of several health
conditions across the SES spectrum. Individuals in the highest income deciles are less
138

Those who are insured have better access to health care and as a result of this, they may be more likely
to be diagnosed with chronic conditions (such as diabetes) when those conditions are still asymptomatic.
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likely to face limitations with ADLs and are less likely to report fair or poor health;
however, this trend toward better health as income rises is not monotonic for all health
variables. Although, overall, most indicators of health improve in higher-income deciles,
the richest 10 percent seem to be somewhat of an exception. In particular, they seem to
suffer more from hypertension and are more likely to have at least two health conditions.
It is not immediately clear if this implies that they truly have poorer health. We expect
the well-to-do to have excellent access to health care and, hence, they are more likely to
be diagnosed with a disease; hypertension is a prime example of an illness that often goes
undiagnosed. To support this interpretation, we note that the wealthiest report the highest
percentage of excellent, very good, or good health, despite reporting a higher prevalence
of some health conditions.
Table 5.2
Prevalence among respondents of self-reported health status, health conditions,
ADLs, obesity, and smoking and drinking behaviors, by income decile, 2001
Poorest
2
3
4
5
6
7
8
9
Richest
10%
10%
Self-reported health (%)
Excellent/very good/good
33.2
28.3 25.3 29.6 37.6 35.8 34.7 42.5 45.1
62.0
Fair or Poor
66.8
71.7 74.7 70.4 62.4 64.2 65.3 57.5 54.9
38.0
Health Conditions (%)
None
44.7
46.2 44.3 44.4 43.3 46.5 39.0 52.9 45.9
48.0
1
29.6
35.6 33.7 31.2 33.2 36.8 34.2 28.9 34.0
32.9
2 or more
25.6
18.2 22.0 24.4 23.6 16.7 26.7 18.2 20.0
19.1
Diabetes (%)
15.2
10.5 13.4 16.8 15.3 14.8 22.0 16.4 13.7
15.2
Hypertension (%)
41.2
36.8 37.2 41.4 41.5 35.0 41.3 28.3 38.4
34.4
Lung disease (%)
5.7
7.6
7.0
5.5
9.5
4.2 6.7 4.3 7.6
4.5
Stroke (%)
4.7
2.5
2.5
5.0
2.2
2.4 2.9 1.0 0.9
2.1
Arthritis (%)
26.6
25.0 21.8 20.1 22.3 16.6 22.3 16.6 18.0
16.0
Activities of Daily Living
(ADLs) (%)
No difficulty
84.1
84.3 90.7 89.9 94.4 92.0 95.3 97.1 95.4
97.2
Difficulty with at least one
15.9
15.7 9.3 10.1 5.6
8.0 4.7 2.9 4.6
2.8
Obese (%)
7.2
8.4 11.8 14.6 14.7 16.0 17.2 23.0 23.7
20.2
Smoking (%)
49.7
34.4 35.8 36.3 40.3 43.0 39.9 43.1 47.1
42.1
Heavy or binge drinker (%)
27.0
24.0 17.1 11.1 8.5 18.0 29.7 26.3 21.1
14.2
Number of observations
840
840 839 840 839 840 839 839 840
839
Notes: *p<0.1; **p<0.05; ***p<0.01.
Source: Authors’ analysis of MHAS, 2001.
Education and Health.
In Table 5.3 we use educational attainment as a measure of SES. Here we find clearer
trends than those obtained for income. Only 27.6 percent of those with no education
claim to be in excellent/very good/good health, compared with 78.5 percent and 84.3
percent of college graduates and of those who finished graduate school, respectively. A
similar pattern is observed in the number of health conditions. Among those in the three
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lowest education categories, about 22 to 26 percent have two or more health conditions
compared with 9.4 percent of college graduates and 15.6 percent of high school
graduates. We see the same pattern when we consider hypertension, lung disease, strokes,
and arthritis. A considerable gap exists between those with no educational attainment and
those who finished primary school (the two lowest levels of attainment): 14.1 percent of
those with no educational attainment have difficulty with at least one ADL, compared
with 7 percent of those with primary education and 1.1 percent among those with high
school education.
Obesity is most prevalent among individuals with primary, secondary, and
technical/commercial school degrees. However, obesity declines with college and
graduate school attainment.
Table 5.3
Prevalence among respondents of self-reported health status, health conditions,
ADLs, obesity, and smoking and drinking behaviors, by educational attainment,
2001

Self-reported health
(%)
Excellent/very
good/good
Fair or Poor
Health Conditions (%)
None
1
2 or more
Diabetes (%)
Hypertension (%)
Lung disease (%)
Stroke (%)
Arthritis (%)
Activities of Daily
Living (ADLs) (%)
No difficulty
Difficulty with
at least one
Obese (%)
Smoking (%)
Heavy or binge drinker
(%)
Number of
observations

Did not
finish any
level of
education

Finished
primary
school

Finished
secondary
school

Finished
tech or
commercial
school

Finished
high
school

Finished
college

Finished
grad
school

27.6

32.7

50.0

57.7

72.2

78.5

84.3

72.4

67.3

50.0

42.3

27.8

21.5

15.7

43.8
33.4
22.8
15.0
38.4
7.1
3.9
24.0

44.5
33.3
22.2
15.3
38.4
6.5
2.7
22.3

41.0
32.4
26.6
21.3
42.7
5.7
1.2
16.2

55.6
29.3
15.1
13.8
31.3
4.5
0.2
10.3

57.6
26.8
15.6
18.3
27.6
3.6
0.7
5.4

58.3
32.2
9.4
7.5
29.7
4.2
0.4
7.8

55.5
37.2
7.3
8.5
19.3
1.7
0.9
20.2

85.9

93.0

97.5

97.0

98.9

97.0

96.6

14.1

7.0

2.5

3.0

1.1

3.0

3.4

9.2
35.1

17.3
41.1

21.9
41.8

22.9
50.1

11.1
46.9

11.4
54.6

8.8
44.6

17.7

22.9

22.5

9.8

7.8

8.2

6.1

2215

4905

634

525

212

515

67

Notes: *p<0.1; **p<0.05; ***p<0.01.
Source: Authors’ analysis of MHAS, 2001.
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Health Challenges of Urban Residents.
We find that urban residents, who tend to have higher income and are more likely to be
insured, report higher percentages of diabetes, hypertension, and lung disease than do
residents of less-urban areas (see Table 5.4). Furthermore, a higher percentage (41.8
percent) of urban residents considered themselves to be in excellent, very good, or good
health compared with residents of less-urban areas (32.5 percent). Urban respondents are
also more likely to be obese (17.7 percent compared with 13 percent in less-urban areas)
and are more likely to be smokers than residents of less-urban areas. Heavy drinking
seems to be about equally widespread in less-urban settings (18.6 percent) as in moreurban ones (19.5 percent).
A potential explanation for the seemingly poorer health status of urban residents
is that this group is more likely to be insured and, therefore, has better access to health
care. As a result, they may be more likely to be diagnosed with chronic conditions, such
as diabetes and hypertension, when these are still asymptomatic. This access to care may
influence the amount of information individuals have about their own health, which may
affect their self-assessment of health or even what they consider a limitation in ADLs.
Table 5.4
Prevalence among respondents of self-reported health status, health conditions,
ADLs, obesity, and smoking and drinking behaviors, by area of residence, 2001
Difference
More-urban
between moreLess-urban area
area
urban and lessurban
Self-reported health (%)
Excellent/very good/good
41.8
32.5
9.3***
Fair or Poor
58.2
67.5
–9.3***
Health Conditions (%)
None
41.9
48.5
–6.7***
1
32.9
33.2
–0.3***
2 or more
25.3
18.3
7.0***
Diabetes (%)
19.3
11.6
7.6***
Hypertension (%)
41.0
34.6
6.4***
Lung disease (%)
7.1
5.6
1.4***
Stroke (%)
2.6
2.7
0.0***
Arthritis (%)
19.8
21.5
–1.7***
Activities of Daily Living (ADLs)
(%)
No difficulty
92.3
91.0
1.3***
Difficulty with at least one
7.7
9.0
–1.3***
Obese (%)
17.7
13.0
4.7***
Smoking (%)
43.4
38.6
4.9***
Heavy or binge drinker (%)
19.5
18.6
1.0***
Number of observations
6,071
3,026
3,045
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Notes: *p<0.1; **p<0.05; ***p<0.01.
Source: Authors’ analysis of MHAS, 2001.
The Health of Return Migrants.
Table 5.5 presents the prevalence of health conditions, difficulties with ADLs, health
habits (smoking and drinking), and self-reported health status by migration history. Most
individuals report being in fair or poor health; about 30 percent of older persons have one
health condition, whereas more than 20 percent have two or more health conditions.
Returned Mexican migrants have a higher prevalence of arthritis and obesity than those
without a history of migration, whereas 7.1 percent of returned Mexican migrants have at
least one difficulty with an ADL compared to 8.5 percent among those with a history of
migration.
Table 5.5
Prevalence of self-reported health status, health conditions, ADLs, obesity, and
smoking and drinking behaviors, males only, 2001
Mexicans
without a
history of
migration to the
U.S.

Mexicans with a
history of
migration to the
U.S. who returned
to Mexico

Self-reported health (%)
Excellent/very good/good
36.9
35.2
Fair or Poor
63.1
64.8
Health Conditions (%)
None
45.3
47.1
1
33.3
29.7
2 or more
21.3
23.3
Diabetes (%)
15.2
15.2
Hypertension (%)
37.8
34.9
Lung disease (%)
6.3
5.8
Stroke (%)
2.6
2.8
Arthritis (%)
20.6
22.4
Activities of Daily Living
(ADLs) (%)
No difficulty
91.5
92.9
Difficulty with at least one
8.5
7.1
Obese (%)
15.1
16.6
Smoking (%)
40.9
40.6
Heavy or binge drinker (%)
19.1
18.2
Number of observations
4,419
1,089
Notes: *p<0.1; **p<0.05; ***p<0.01.
Source: Authors’ analysis of MHAS, 2001
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Difference between
those without
migration history
and those with
migration history
1.8***
–1.8***
1.7***
–3.6***
–1.9***

0.0
–2.9***
–0.5***
–0.2***
–1.8***

1.3***
–1.3***
1.5***
–0.4***
–0.9***
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Social Security Coverage and Migrant Status.
Table 5.6 shows that long-term return migrants have the highest mean and median
household income and net worth compared with short-term return migrants and
nonmigrants, who have similar income and net worth.139 Short-term return migrants have
the highest coverage of health care from social security institutions (52.6 percent),
although nonmigrants have a similar rate of coverage (49.3 percent). As expected, longterm migrants (i.e., those who stayed in the United States more than a year) have more
private insurance than the other groups (12.7 percent) and less coverage through social
security institutions (40.1 percent), whereas many of them do not have any type of
insurance (47.2 percent). Among men, a larger proportion of nonmigrants, compared
with individuals with a migration history, have contributed to IMSS: 36.4 percent of
short-term migrants, 33.1 percent of long-term migrants, and 47.8 percent of
nonmigrants.
As also noted by Pagán et al.,140 absence from the Mexican labor market makes
returning migrants less likely to have contributed to this system. This also implies that
they are thus less likely to be covered by health insurance from the social security
institutions. In addition, it is likely that returning migrants have less information about
the Mexican social security and health care system in general. In addition to being less
likely to have contributed to the social security system, returning migrants are more likely
to have truncated labor histories between the United States and Mexico; the lack of a
social security agreement to make contributions transferrable between the social security
systems in both countries diminishes the likelihood of return migrants participating in the
Mexican social security system.141
Table 5.6
Income, wealth, and health insurance, 2001
Persons with migration history to the
U.S.
Short-term
Long-term return
return
Variable
migrants (stayed in
migrants
(stayed in the
the U.S. >1 year)
U.S. ≤1 year)
Mean monthly income (USD 2005
PPP)142
$12
$148
SD
(921)
(1,103)
139

Nonmigrants

$98
(1,023)

Total household income includes earned income, business profits, property income minus expenses,
capital income, income from pensions, family transfers, and transfers from government programs or from
individuals who are not family members. Net worth includes net of debt, the value of real estate properties,
value of business and capital assets and vehicles, as well as other assets such as the value of savings and
checking accounts.
140
J. Pagán, S. Ross, J. Yau, and D. Polsky, Self-medication and health insurance coverage in Mexico,
Health Policy 75, no. 2 (2006): 170–77.
141
E. Aguila and J. Zissimopoulos, Going Home: The Retirement of Mexicans Returning from the U.S.,
RAND Working Paper WR726 (2011).
142
All income measures, as well as net worth, refer to the main respondent and spouse (if present).
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Median monthly household
income (USD 2005 PPP)
$28
$40
$26
Mean net worth (USD 2005 PPP)
$5,997
$7,385
$4,518
SD
(16,781)
(16,307)
(8,723)
Median net worth
$2,673
$3,439
$2,311
Health Insurance (%)
Public insurance
52.6
40.1
49.3
Private insurance
1.1
12.7
4.7
None
46.4
47.2
46.1
Ever contributed to a Mexican
social security institution
Males (%)
IMSS
36.4
33.1
47.8
ISSSTE
5.6
2.9
5.7
Other
2.1
0.8
1.1
None
55.9
63.2
55.4
Females (%)
IMSS
31.2
32.4
11.9
ISSSTE
2.1
1.8
3.4
Other
1.4
1.4
0.3
None
65.4
64.4
84.3
Number of observations
507
705
10,694
Notes: IMSS is the Mexican Institute for Social Security and ISSSTE is the Institute for
Social Security and Services for State Workers. SD is standard deviation, PPP is
purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.
One remaining distinction in insurance coverage is between men and women.
Unlike men, nonmigrant women are less likely to have contributed to a social security
institution (11.9 percent contributed to IMSS) than women with short- or long-term
migration history (31.2 and 32.4 percent, respectively). It is possible that women who
decided to migrate were part of the group of women who would also decide to participate
in the formal labor force when in Mexico and, consequently, are more likely to be
eligible to contribute to social security. In contrast, women who do not migrate may also
be less likely to enter the formal labor market, hence the low proportion of this group of
women who contributed to social security.
5.3

Health Care Expenditures

MHAS reports the out-of-pocket health care expenditures incurred when consulting a
folk healer, a homeopath, or a physician. In addition, MHAS also includes information on
the cost of dental services and outpatient procedures (the survey explicitly excludes
hospitalization).143
Figure 5.1 shows the distribution of out-of-pocket health care costs by age group
among individuals 60 and older. Individuals’ medical expenses are mainly composed of
143

In this section we present all monetary values in USD at 2005 PPP.
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physician visits and outpatient procedures, particularly when they approach old age. The
expenditure shares of dental services, homeopathy, and folk healer decline with age. A
potential explanation for these results is that because health status tends to deteriorate
with age, the need for outpatient services (generally associated with emergency room
walk-ins) and physician supervision increases.
Figure 5.1
Distribution of out-of-pocket health care expenses by age group among respondents,
2001
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

under 60

Folk Healer

60 to 69

Homeopath

70 to 79

Dental

80 and older

OutpaMent

Total

Physician

Source: Authors’ analysis of MHAS, 2001.
Expenditures on Health Care Services.
Annual out-of-pocket expenses for different health services tend to increase with income,
but not uniformly across income deciles and expense categories. Table 5.7 shows the
conditional average mean out-of-pocket expenditure for health care services (i.e., only
including individuals who reported having incurred expenditures). Individuals at the low
end of the income distribution tend to pay a lower amount for services when compared
with the richest individuals; however, health care expenses do not rise as sharply as
income, and in some categories (e.g., outpatient procedure and dentist) the fifth decile
reported a lower conditional cost than the poorest decile. The conditional cost of medical
visits, which includes only individuals who made such visits over the past year, was, on
average, USD 221 for the poorest 10 percent. Those in the fifth decile paid USD 192 and
the richest 10 percent reported a cost of USD 346.
Overall, health care expenditures do not show a clear gradient with income. This
may reflect a combination of two effects: other things being equal, lower-income
individuals may consume less health care, and, because they are also less likely to be
insured, they have to pay out of pocket.
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Table 5.7
Conditional average cost of out-of-pocket health care services incurred across the
income distribution among respondents (USD 2005 PPP), 2001
Folk
Outpatient
Medical
Income decile
Homeopath Dentist
healer
procedure
visit
Poorest 10%
25
86
146
274
221
11–20%
56
94
149
352
215
21–30%
76
47
167
214
141
31–40%
43
100
129
376
272
41–50%
47
88
143
149
192
51–60%
53
73
159
213
222
61–70%
28
58
152
238
158
71–80%
38
54
241
423
187
81–90%
78
67
228
278
229
Richest 10%
63
142
336
402
346
Number of
455
470
1,781
99
2,880
observations
Notes: PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.
In Table 5.8 we present the results of a regression analysis explaining out-ofpocket health care expenditures.144 The first explanatory variable, age, is an indicator
variable taking the value of 1 when individuals are 65 years or older and zero otherwise.
Although older age appears to be associated with an overall increase in costs, the effect is
not statistically significant. Men spend less on health care than women and expenditures
go up with education.

144

Because of the left-censored nature of the data, a Tobit regression model was used, which allows for the
fact that many households may be observed with zero expenditures in a particular period.
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Table 5.8
Tobit regression of total out-of-pocket health care expenditure (in pesos), 2001
Variable
Coefficient
65 years old or older
116.400
[160.400]
Female
977.100
[162.200***]
Married or cohabitates
185.700
[156.800]
Education
1–3 years of schooling
572.100
[196.800***]
4–6 years of schooling
808.000
[205.300***]
7–9 years of schooling
1961.700
[249.4***]
10–12 years of schooling
3528.700
[374.600***]
13–16 years of schooling
2813.500
[405.800***]
17 years of schooling or more
3743.700
[358.100***]
Respondent is currently employed
0.400
[155.800]
Respondent or spouse has had IMSS, ISSSTE, or SAR
–860.200
coverage
[155.200***]
Fair or poor self-rated health
734.900
[154.700***]
Respondent has been diagnosed with two or more chronic
994.600
illness
[75.100***]
Respondent or spouse receives remittances from children or
1320.300
grandchildren
[448.500***]
Interaction: receives remittances × Fair or poor self-rated health
–328.700
[545.000]
Interaction: receives remittances × 2+ chronic illnesses
482.600
[564.200]
Number of observations
7739
Notes: *p<0.1; **p<0.05; ***p<0.01. Standard errors in parentheses. IMSS is the
Mexican Institute for Social Security, ISSSTE is the Institute for Social Security and
Services for State Workers, and SAR is the Mexican System of Saving for Retirement.
The benchmark categories are as follows: younger than 65 years old; male; single; no
schooling; not working; respondent or spouse has not had IMSS, ISSSTE, or SAR
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coverage; excellent or good health; not diagnosed with two or more chronic illnesses; and
does not receive remittances from children or grandchildren.
Source: Authors’ analysis of MHAS, 2001.
Out-of-Pocket Health Care Expenditures of the Uninsured.
The indicator variable social security beneficiary is associated with a statistically
significant reduction of out-of-pocket expenses due to access to social-security-provided
health care. The coefficient on the social security beneficiary variable shows that
individuals with social security pay $860 pesos less (USD 121 at 2005 PPP) for the cost
of health care services than individuals without health care provided by social security
institutions. Not surprisingly, having poor or fair health increases health care
expenditures.
Family Contributions to Out-of-Pocket Expenditures.
The MHAS questionnaire inquires who paid for most of the out-of-pocket health care
expenses. In most cases, individuals paid for their out-of-pocket costs themselves;
however, for some respondents, their children also paid a large part of the bill. In close to
30 percent of the cases, adult children paid most of the expenses, whereas in 67 percent
of the cases, respondents or their spouses were the main contributors. Nearly half (47.3
percent) of the parents who are recipients of financial assistance from their children
(transfers of money or in-kind gifts) have most of their out-of-pocket health care
expenditures paid for by their children.
Remittances are also a form of family transfers. We find that 14.6 percent of those
whose expenses were mostly paid by their children are also remittance recipients,
whereas this is true for only 7 percent of respondents who covered their own costs. We
also find that the amount of out-of-pocket expenses paid varies depending on whether an
individual receives remittances or not. Among remittance recipients, the average out-ofpocket expenditure is $1,237 pesos or USD 173 (at 2005 PPP) compared with $783 pesos
or USD 110 among non–remittance recipients. These results may be driven not only by
remittances themselves but by other characteristics of individuals receiving remittances,
such as health conditions not accounted for in the regression.
To assess differences in the determinants of out-of-pocket expenditures for
different groups, Table 5.9 shows the average out-of-pocket costs by demographic,
employment, and health characteristics for both remittance recipients and nonrecipients.
We observe that the higher health care expenditures of recipients compared with
nonrecipients holds for all subgroups.
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Table 5.9
Total yearly out-of-pocket health expenses among remittance recipients and
nonrecipients (USD 2005 PPP), 2001
Difference between
Does not
Receives
remittance
receive
Variable
remittances
recipients and
remittances
nonrecipients
60 years old or older (%)
168
114
54***
Female (%)
206
126
80***
Married or in consensual union (%)
152
105
47***
Education (%)
0 years of schooling
149
71
79***
1–3 years of schooling
173
96
78***
4–6 years of schooling
177
120
58***
7–9 years of schooling
266
154
112***
10–12 years of schooling
167
148
18*
13–16 years of schooling
668
183
485***
17 years of schooling or more
151
286
–135***
Respondent is currently employed
160
99
61***
(%)
Respondent or spouse has had
138
110
28***
IMSS, ISSSTE, or SAR coverage
(%)
Fair or poor self-rated health (%)
200
113
87***
Respondent has been diagnosed with
271
166
104***
two or more chronic illness (%)
Number of observations
770
9,092
Notes: *p<0.1; **p<0.05; ***p<0.01. Includes costs for folk healer, homeopath, dental,
outpatient procedures, and medical visits. IMSS is the Mexican Institute for Social
Security, ISSSTE is the Institute for Social Security and Services for State Workers, and
SAR is the Mexican System of Saving for Retirement. PPP is purchasing power parity.
Source: Authors’ analysis of MHAS, 2001.
5.4

Summary of Health Status and Health Insurance in Old Age

The geographic distribution of poverty in Mexico is associated with indicators of poor
health status. Indigenous groups in particular face health challenges.
The insured fare better on most health indicators than the uninsured; they are
more likely to find their health to be excellent, very good, or good, and are less prone to
having strokes, arthritis, and limitations with ADLs. The insured are more likely to be
diagnosed with diabetes, however, and are more likely to be obese.
Regarding differences in health indicators by educational attainment, we find that
lower numbers of those with no education claim to be in excellent/very good/good health,
compared with college graduates and those who finished graduate school. Similarly,
those without education are more likely to suffer from two or more diseases. When
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comparing urban and rural residents, we find that urban residents, who tend to have
higher income and are more likely to be insured, report higher percentages of diabetes,
hypertension, and lung disease than do residents of less-urban areas.
A potential explanation for the seemingly poorer health status of urban and highincome residents is that this group is more likely to be insured and, therefore, has better
access to health care. This access to care may influence the amount of information
individuals have about their own health. There is also evidence that insured individuals
and those with higher SES may be facing the same challenge as many residents of more
developed countries in dealing with the health problems of being overweight or obese.
Long-term return migrants (i.e., those who stayed in the United States more than a
year) have the highest mean and median household income and net worth. Short-term
return migrants and nonmigrants have similar income and net worth. Nonmigrants have
the highest coverage of health care from social security institutions; however, unlike men,
nonmigrant women are less likely to have contributed to social security and to have social
security–provided health care than women with short- or long-term migration history.
Individuals’ medical expenses are mainly composed of physician visits and
outpatient procedures, particularly when they approach old age. Expenditures for dental
services, homeopathy, and folk healers as a share of total medical expenses decline with
age. Individuals at the low end of the income distribution tend to pay a lower amount for
services when compared with the richest individuals, although these costs do not show a
clear gradient with income.
Being a social security beneficiary (pensions and health care) reduces of out-ofpocket expenses by $860 pesos (USD 121 at 2005 PPP) annually. In 67 percent of cases,
older persons paid for most of their own out-of-pocket expenses; however, for close to 30
percent of respondents, their children paid a large part of the bill. Nearly half (47.3
percent) of the parents who are recipients of financial assistance from their children
(money or in-kind gifts) have most of their out-of-pocket expenses paid by their children.
We find that 14.6 percent of those whose expenses were mostly paid by their children are
also remittance recipients.

6 POLICY OPTIONS FOR INCREASING OLD AGE INCOME
SECURITY AND HEALTH STATUS IN MEXICO
We began our analysis of aging and income security in Mexico by establishing that the
older population in Mexico is increasing fast and that this population is especially
vulnerable to poverty. Mexican citizens are living longer and overall have experienced an
improvement in the quality of life compared with prior generations. Our study
demonstrates that social improvements are not affecting the daily lives of all persons
equally, however. Our analyses have attempted to uncover and highlight those
differences.
The findings from this study suggest that gender, geographical location, and
education levels play a large part in the income security of Mexican citizens. We also
find that Mexico’s large numbers of informal sector workers are susceptible to poverty in
later life, likely because they are not covered by a social security program. Pensions are a
relatively modest contributor to old-age income in Mexico; transfers, especially in the
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form of remittances from adult children working in the United States, are an important
contributor.
From the evidence presented above, older persons rely to a large extent on
transfers (both in-kind and cash) from their children. The general impression of the state
of the older persons in Mexico is one of substantial heterogeneity in both the level and
the sources of their income in old age. Similarly, we observe sizeable disparities in health
and health care use across socioeconomic groups.
These observations suggest a number of policy directions that may be explored.
6.1

Extending the Safety Net for Older Persons

Poverty alleviation policies for older persons mainly consist of the following
interventions: unconditional and conditional cash transfer programs, in-kind transfers,
including food baskets and free meals, and access to health care services.
Previous evidence suggests that in-kind transfers have had little or no impact on
the well-being of older persons.145 Studies that analyze the impact of programs to provide
access to health care services for older persons show no conclusive evidence. In some
cases, there are positive impacts, reducing the probability of sickness, but in other cases
there is no impact as individuals in poverty generally have less access to high-quality
health care infrastructure and services.146
Studies of the Brazilian and South African cases show that noncontributory
pension programs are effective in reducing poverty and inequality.147 A potentially
negative effect of this type of program is the partial or total substitution of family
145

See, for example, J. S. Lee and E. A. Frongillo Jr., Understanding needs is important for assessing the
impact of food assistance program participation on nutritional and health status in U.S. elderly persons,
Journal of Nutrition 131, no. 3 (2001): 765–73, who analyze the U.S. case, and D. Levy and J. Ohls,
Evaluation of Jamaica’s PATH Program: Final Report (Washington, DC: Mathematica Policy Research,
Inc., 2007), who examine the Jamaican case.
146
See, for example, F. V. Ayala, Policy Case Study: Cash Transfers - Lessons Learnt from the Design and
Implementation of a Conditional Cash Transfer Programme. Jamaican Case: Programme for Advancement
through Health and Education (Inter-Regional Inequality Facility, 2005) for the Jamaican case, D.
McIntyre, L. Gilson, and V. Mutyambizi, Promoting Equitable Health Care Financing in the African
Context: Current Challenges and Future Prospects (Regional Network for Equity in Health in Southern
Africa (EQUINET), 2005), for African countries, W. V. Damme, L. V. Leemput, I. Por, W. Hardeman, and
B. Meessen, Out-of-pocket health expenditure and debt in poor households: Evidence from Cambodia,
Tropical Medicine & International Health 9, no. 2 (2004): 273–80, for Cambodia, D. R., Gwatkin, Are
Free Government Health Services the Best Way to Reach the Poor? (Washington, DC: The World Bank,
2004), for a review around the world, and G. King, E. Gakidou, K. Imai, J. Lakin, R. T. Moore, C. Nall, V.
Ravishankar, M. Vargas, M. M. Téllez-Rojo, J. E. Hernández Ávila, M. Hernández Ávila, and H.
Hernández Llamas, Public policy for the poor? A randomised assessment of the Mexican universal health
insurance programme, The Lancet, 373, no. 9673 (2009): 1447–54, for the Mexican case.
147
E. Ardington and F. Lund, Pensions and Development: Social Security as Complementary to
Programmes of Reconstruction and Development, Development Southern Africa 12 (1995): 557–77; A.
Case and A. Deaton, Large Cash Transfers to the Elderly in South Africa, The Economic Journal 108
(1998): 1330–61; G. C. Delgado and J. C. Cardoso, “Condicões de Reproducão Econômica e Combate à
Pobreza,” in A Universalização de Direitos Sociais no Brazil: a Prêvidencia Rural nos anos 90, ed. G. C.
Delgado and J. C. Cordoso (Brasilia: IPEA, 2000); F. Lund, State Social Benefits in South Africa,
International Social Security Review 46, no. 1 (1993): 5–25; H. Schwarzer and A. C. Querino, NonContributory Pensions in Brazil: The Impact on Poverty Reduction, ESS Paper 11 (Geneva: Social Security
Policy and Development Branch. ILO, 2002).
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transfers or savings by public spending (a crowding-out effect). In South Africa,
Jensen148 finds evidence that for every monetary unit (rand) received through a
contributory pension, there is a 25 to 30 percent reduction in family transfers to older
persons. This implies there is not a complete substitution of family transfers by
government cash transfers and that the welfare of older persons improves with these
programs. Moreover, with falling birthrates, one can anticipate that the role of family
transfers will be reduced in the future, thus increasing the need for other sources of
financial security in old age.
For the Mexican case, in particular for the noncontributory pension program in
the state of Yucatan, Aguila et al.149 show that older persons 70 years or older who
receive pensions from social security institutions increase the number of doctor visits,
buy prescribed medicines, and increase the food available at home, while some stop
working after receiving the pension. The increase in health services utilization may imply
a higher investment in preventive medicine potentially decreasing health care costs.
These programs may have positive spillovers on other government programs and
expenses—for example, when older persons spend more on preventive medicine, this
may reduce government health care expenses. Moreover, this type of program could
improve the well-being of other family members, grandchildren in particular, as an
effective cash transfer to alleviate household poverty.150
Noncontributory pension programs may be more attractive than traditional
poverty alleviation policies for older persons because they show consistently positive
effects on the well-being of older persons, are easier to operate logistically than in-kind
transfers or programs ensuring the same level of quality of health care services
throughout the country, and provide more freedom for older persons to choose what they
need the most with their cash benefit. One means of lowering poverty rates in the short
term would be to extend coverage of noncontributory pension programs to older persons
in all states of Mexico.
The federal government and many (but not all) states have introduced
noncontributory pensions, varying in coverage, eligibility ages, benefit levels, and other
eligibility requirements. In the longer run, with a sharply increasing older population, a
universal noncontributory pension scheme would put a heavy strain on both federal and
state budgets. A possibility for Mexico to reduce poverty rates in old age would be to
extend the existing noncontributory pension programs in the short run, while at the same
time ensuring that current workers save more today for their future pensions. In the
longer run, noncontributory programs could then be phased out. The design of the
noncontributory pension program could be the same in all states in Mexico in order to
avoid incentives to change residence to states with more generous safety net pension
programs.
It is crucial to consider extending the coverage of the existing funded pension
systems to be able to later diminish the role of the noncontributory pension system. In
148

R. T. Jensen, Do private transfers ‘displace’ the benefits of public transfers? Evidence from South
Africa, Journal of Public Economics 88 (2003): 89–112.
149
E. Aguila, A. Kapteyn, R. Robles, and B. Weidmer, Experimental Analysis of the Health and Wellbeing Effects of a Non-contributory Social Security Program, mimeo (RAND, 2011).
150
E. Duflo, Grandmothers and Granddaughters: Old Age Pensions and Intrahousehold Allocation in South
Africa, The World Bank Economic Review 17, no.1 (2003): 1–25.
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addition, it is important to develop appropriate means-testing mechanisms to target older
persons in poverty. Traditional means-testing mechanisms for individuals at working age
with a regular income would not apply to many older persons with sporadic income who
often rely on family transfers, as shown in previous chapters.
6.2

Promoting Saving for Retirement

As discussed previously, enrollment in social security institutions, which provide pension
and health care benefits, is mandatory for private sector and public sector workers,
excluding the self-employed. The dominant insurance schemes are IMSS for the private
sector and ISSSTE for federal government employees. Less than 50 percent of the current
labor force in Mexico is covered by a social security system. There are two main reasons
why coverage is so low: ineffective enforcement and a high percentage of the workforce
in the informal sector. Private pensions and employer-provided pension programs play a
minor role.
Some possible policy steps to increase saving for retirement through extending the
coverage of social security programs and promoting other private instruments for saving
for retirement could include the following:
− Increase incentives to delay retirement age. For example, reward those that delay
retirement after age 65 (normal retirement) with higher monthly pensions in
Defined Benefit systems or a continued monthly government contribution to
mandatory individual retirement accounts (PRA). There is ample evidence that
such actuarial adjustment affects retirement behavior; e.g., Uccello,151 Gustman
and Steinmeier,152 Gruber and Wise,153 and Hairault et al.154
− Make enrollment in the public pension and health care system mandatory for the
self-employed. Other Latin American countries (Colombia in particular) have
implemented laws to make contributions mandatory for the self-employed.155

151

C. E. Uccello, “Factors Influencing Retirement: Their Implications for Raising Retirement Age”
(Washington, DC: Urban Institute, 1998), http://www.urban.org/uploadedPDF/1000207_retire_factors.pdf.
152
A. L. Gustman and T. L. Steinmeier, The social security early entitlement age in a structural model of
retirement and wealth, Journal of Public Economics 89, no. 2–3 (February 2005): 441–63.
153
J. Gruber and D. Wise, Social Security Programs and Retirement around the World (Chicago: University
of Chicago Press, 1999).
154
J. O. Hairault, T. Sopraseuth, and F. Langot, Distance to Retirement and Older Workers’ Employment:
The Case for Delaying the Retirement Age, Journal of the European Economic Association 8
(2010): 1034–76.
155
See, for example, Aguila et al., Cobertura del Sistema Privado de Capitalización en Chile, Colombia
y México; P. Auerbach, C. Pagés, and M. E. Genoni, Social Security Coverage and the Labor Market
in Developing Countries (Washington, DC: Inter-American Development Bank, World Bank, 2005);
A. Garcia Prado and G. Panopoulou, Enrolling the self-employed in mandatory health insurance
scheme. The case of Colombia (Washington, DC: Inter-American Development Bank, 2010); F.
Bertranou, Informal Economy, Independent Workers and Social Security Coverage in Argentina, Chile
and Uruguay, unpublished paper (Santiago, Chile: International Labour Office, 2007).
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− Improve enforcement of social security registration for all workers in registered
firms. If social security is made mandatory for the self-employed, then
enforcement should be improved for this segment of the population as well.156
− Consider policies that make work in the formal sector more attractive. For
example, for entrepreneurs, the public sector could provide information on how to
register a firm, improve the quality of legal services for small businesses to help
them expand their market, and improve training available to registered firms,
including courses in accounting and inventory tracking.157
− Promote and develop further alternatives for generating new saving for
retirement. Tax-preferred saving mechanisms could be developed further by the
government and private organizations.158
− Develop new saving for retirement products for vulnerable groups, using
principles from behavioral finance and microlending. For example, sending
reminders to save by text message or letter was found to increase total savings by
around 6 percent in Bolivia, Peru, and the Philippines.159
6.3

Improving Health Status and Extending Health Insurance Coverage

As in other countries, health and health care use in Mexico are strongly related to
indicators of SES. Perhaps the most robust SES variable predicting health status is
education. Investment in education is clearly a long-run approach.
There is also an issue of health insurance coverage through the social security
system. Those with insurance have lower out-of-pocket health expenditures, which
increases effective disposable income.
Some possible policy steps are the following:
− Increasing health insurance coverage for workers through enrollment and
contributions to the social security system consistent with the policy suggestions
described above to increase public pension systems coverage.
− Increase the level of education of the population, as this will have a positive
association with health status (and has many other positive effects). One possible
method to increase education levels could be to expand enrollment of eligible
156

See, for example, C. Bailey and J. Turner, Contribution Evasion and Social Security: Causes and
Remedies (International Labour Office, 1997); Perry et al., Informality: Exit and Excursion.
157
Perry et al., Informality: Exit and Excursion.
158
See, for example, S. F. Venti and D. A. Wise, Government Policy and Personal Retirement Saving
(Chicago: The University of Chicago Press, 1992), http://www.jstor.org/stable/20061808, accessed August
14, 2011; O. Attanasio and T. DeLeire, The Effect of Individual Retirement Accounts on Household
Consumption and National Saving, The Economic Journal 112 (2002): 504–38; E. Duflo, W. Gale, J.
Liebman, P. Orszag, and E. Saez, Saving Incentives for Low- and Middle-Income Families: Evidence from
a Field Experiment with H&R Block, Quarterly Journal of Economics 121, no. 4 (2006): 1311–46; G. V.
Engelhardt and A. Kumar, Employer matching and 401(k) saving: Evidence from the health and retirement
study, Journal of Public Economics, Volume 91, Issue 10, November 2007, Pages 1920-1943.
159
D. Karlan, M. McConnell, S. Mullainathan, and J. Zinman, Getting to the Top of Mind: How Reminders
Increase Saving, NBER Working Paper No. 16205 (Cambridge, MA: National Bureau of Economic
Research, 2010).
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families, particularly in urban areas, in Oportunidades. The program has been
shown to increase school attendance and may increase educational attainment.160
− Invest in prevention and early detection. This could also be accomplished through
increasing the enrollment of eligible families in Oportunidades, as the health
component involves regular check-ups for family members. Combining these
check-ups with increased health care coverage could help increase early detection
and care.
6.4

Integrate Return Migrants into the Social Security System

We have seen that migrants play a number of different roles. Their remittances are an
important source of income for older persons and are often used to pay for health care
services. Furthermore, returning migrants have specific health challenges: they are more
likely to suffer from arthritis and obesity and they are less likely to be covered by a social
security system (pension and health care benefits).
There appear to be a number of possibilities to integrate return migrants into the Mexican
social security system:
− Allow migrants to contribute to the Mexican social security system while they are
abroad so that they will be covered when they return.
− Develop a health insurance product for return migrants, perhaps provided through
IMSS that allows for preexisting conditions and is designed for an older
population. IMSS currently offers a program called Health Insurance for the
Family for Mexicans Living Abroad (Seguro de Salud para la Familia para
Mexicanos en el Exterior), which allows Mexicans working in the United States
to purchase insurance coverage for themselves and families (including parents,
children, siblings, grandparents, and cousins) in Mexico. The insurance provides
services only in Mexico and is available for a flat annual rate that varies with the
age of the insured. This program does not allow for preexisting conditions,
however.161 For migrants who would qualify for Medicare if they remained in the
United States, portability of benefits would provide coverage in Mexico.
6.5

Strengthen Knowledge for and about Old Age

Many Mexicans do not understand how to plan for retirement and organize their finances
accordingly. It is important to improve financial literacy about saving for retirement.162
Determining how much money to set aside today to achieve the wealth needed to
160

Parker et al., Within-Family Program Effect Estimators.
See http://www.imss.gob.mx/servicios/mexicanos/segsaldfamilia.htm for more information.
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A. Lusardi and O. Mitchell, Financial Literacy and Planning: Implications for Retirement Wellbeing,
Pension Research Council Working Paper, WP2006–01 (Philadelphia: Pension Research Council, 2006);
R. Clark, M. Sandler Morrill, and S. G. Allen, The Role of Financial Literacy in Determining Retirement
Plans, NBER Working Paper 16612 (2010), http://www.nber.org/papers/w16612; M. Van Rooij, A.
Lusardi, and R. Alessie, Financial Literacy, Retirement Planning, and Household Wealth, NBER Working
Paper 17339 (2011), http://www.nber.org/papers/w17339; W. Gale and R. Levine, Financial Literacy:
What Works? What Could Be More Effective? Financial Security Project at Boston College, Working Paper
FSP 2011-1 (2011).
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maintain consumption during nonearning years is a step toward achieving income
security in old age.
For example, Hastings and Tejeda-Ashton,163 using evidence from an experiment
conducted in Mexico, show that presenting information about fees charged by retirement
fund administrators (AFORES) in pesos instead of annual percentage rates seems to be
more informative for individuals. More information might help increase competition
between AFORES, as employees can change their AFORES choice, and this increased
competition could potentially reduce fees. Mastrobuoni164 finds that standardizing
statements for all types of retirement saving accounts and providing personalized
information about pension benefits accrued to date for those that have yet to retire has
increased knowledge about the U.S. social security system.
6.6

Establish a National Social Security Agenda

Establishing a national organization, such as the United Kingdom’s Department for Work
and Pensions, to oversee the fragmented social security system in Mexico could improve
the effectiveness of policy in this area. The current policymaking organizations in
Mexico are located at local, state, and national levels of government; they are run by
different agencies and there is no central body that coordinates their research and policy
agendas.
This organization would coordinate programs for older persons currently operated
by various departments, as well as study and plan policy reforms pertinent to the wellbeing of older persons. This organization would take a life-cycle approach, covering
employment history from entering the labor market until retirement. It would help
monitor and improve labor and pension policy in Mexico. This agency could promote
research and the creation of micro databases as well as make administrative records
available for analysis. Examples of policy documents that highlight the importance of
overseeing the different dimensions of the social security system have been produced by
the UK Department for Work and Pensions.165
6.7

Concluding Remarks

In this document, we have described the situation of older persons in Mexico, exploring
the demographic transition, poverty in old age, the Mexican pension and health care
systems, financial security at older ages, and health status and health care expenditures.
Our goal in the concluding section has been to outline potential policy options and areas
for further research.
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J. S. Hastings and L. Tejeda-Ashton, Financial Literacy, Information, and Demand Elasticity: Survey
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164
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Introduction of the Social Security Statement, Working Papers wp2009-23 (Center for Retirement Research
at Boston College, 2009).
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92

Living Longer in Mexico: Income Security and Health

The demographic transition in Mexico combined with the lack of formal sources
of income in retirement places many older persons in a state of financial insecurity. The
information contained in this report and the proposed policy research areas are intended
to enlarge the portfolio of options for older Mexicans.
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APPENDIX
Table A.1.
Noncontributory pension programs in Mexico
State
Program Name
Starting
Date

Age
Eligibility

Federal
Government

Programa de Atención a
May 2007
los Adultos Mayores de 70
Años y Más en Zonas
Rurales (Program for Older
Persons Aged 70 and Over
in Rural Areas)
None
—

70 years
and older

Localities with
fewer than 30,000
inhabitants

Monthly pension of
$500 pesos (USD 70 at
2005 PPP) disbursed
every 2 months

—

—

Programa de Apoyo al
September
Adulto Mayor (Support
22, 2008
Program for Older Persons)

60 years
and older

None

—

None
None

—
—

Aguascaliente
s
Baja
California
Norte

Baja
California Sur
Campeche
Coahuila

Other Eligibility
Criteria

Program Description

Number
of
Affiliates
2,025,551

Date of #
Affiliates
Jan. 2011

—

—

—

Minimum 1 year of
residency in Baja
California Norte
and means-testing

Monthly pension of
$500 pesos (USD 70 at
2005 PPP) for a
maximum of 6 months
per year

38,756

May
2011

—

—

—

—

—

—
—

—
—

—
—

—
—

—
—
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Colima
Chiapas

None
Amanecer (Dawn)

—
January
16, 2007

—
64 years
and older

Chihuahua

Vive a Plenitud (Live Life
to the Fullest)

October
2004

70 years
and older

Durango

Durango Solidaridad
(Durango Solidarity)

January
31, 2010

70 years
and older

Guanajuato
Guerrero
Hidalgo
Jalisco

None
None
None
Vive Grande (Live Large)

—
—
—
May 11,
2007

—
—
—
70 years
and older

Mexico City

Pensión Alimentaria
Adultos Mayores (Food
Pension for Older Persons)

December
–February
2001

70 years
and older

95

—
Minimum 1 year
residency in
Chiapas, not
receiving other
pension benefits
Minimum 5 years
residency in
Chihuahua
Minimum 5 years
residency in
Durango and not
receiving other
pension benefits
—
—
—
For localities with
more than 30,000
inhabitants, meanstesting and not
receiving other
pension benefits
Minimum 3 years
residency in
Mexico City and

—
Monthly pension of
$550 pesos (USD 70 at
2005 PPP)

—
238,330

—
April
2011

Monthly pension of
$640 pesos (USD 90 at
2005 PPP) for food
expenses

15,000

Dec.
2007

12,850

May
2011

—
—
—
Quarterly (every 3
months) pension of
$1,500 pesos (USD 210
at 2005 PPP)

—
—
—
31,359

—
—
—
Feb.
2011

Monthly pension of
$759 pesos (USD 106 at
2005 PPP) for food and

469,985

May
2011
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Mexico State
Michoacán
Morelos
Nayarit
Nuevo Leon

not receiving other
pension benefits
—
—
—
—
Minimum 5 years
residency in Nuevo
Leon
—
—
—
Means-testing and
not receiving other
pension benefits

None
None
None
None
Vida Digna para el Adulto
Mayor (Dignified Life for
Older Persons)
None
None
None
Abuelito Estoy Contigo
(Grandpa, I'm With You)

—
—
—
—
May 2004

—
—
—
—
70 years
and older

—
—
—
March
2006

—
—
—
70 years
and older

San Luis
Potosi
Sinaloa

None

—

—

—

70 y Mas (70 and Over)

2007

70 years
and older

Not receiving other
pension benefits

Sonora

Vamos con Ellos (Let's Go
With Them)

2009

70 years
and older

Not receiving other
pension benefits

Tabasco

Unase (Unite)

January
2008

65 years
and older

Not receiving other
pension benefits

Oaxaca
Puebla
Queretaro
Quintana Roo

96

prescription drug
expenses
—
—
—
—
Monthly pension of
$500 pesos (USD 70 at
2005 PPP)
—
—
—
Monthly pension of
$500 pesos (USD 70 at
2005 PPP) and a basic
food basket
—
Bimonthly pension of
$1000 pesos (USD 140
at 2005 PPP)
A bonus of 150 pesos
(USD 20 at 2005 PPP)
valid only for electricity
bills; Medical assistance
$500 pesos monthly
(USD 70 at 2005 PPP)

—
—
—
—
68,750

—
—
—
—
May
2011

—
—
—
2,567

—
—
—
Jan. 2011

—

—

39,551

Feb.
2011

25,860

May
2011

72,084

April
2011
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Tamaulipas

Adopta un Abuelo (Adopt
a Grandparent)

N/A

70 years
and older

Tlaxcala

Apoyo para el Adulto
Mayor (Support for Older
Persons)

N/A

65 years
and older

Veracruz

Pensión Alimenticia para
Adultos Mayores (Food
Pension for Older Persons)

February
2005

70 years
and older

Yucatan

Reconocer Urbano (Urban
Acknowledge)

September
1, 2007

70 years
and older

Zacatecas

Rescate de los Abuelos (To
the Rescue of
Grandparents)

Jan. 2011

69 years
and older
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Minimum 3 years
residency in
Tamaulipas and not
receiving other
pension benefits
Minimum 5 years
residency in
Tlaxcala, not
receiving other
pension benefits or
married to someone
in the same
program
Minimum 20 years
residency in
Veracruz and
means-testing

Localities with
more than 20,000
inhabitants
Minimum 3 years
residency in
Zacatecas, not
receiving other
pension benefits or

Gathering place where
older persons can share
their knowledge and
experiences

15,664

March
2011

Bimonthly pension of
$568 pesos (USD 80 at
2005 PPP)

N/A

N/A

$2142 pesos (USD 301
23,152
at 2005 PPP) quarterly
or $714 pesos (USD 100
at 2005 PPP) monthly ,
according to the general
minimum wage
Monthly pension of
3,800
$550 pesos (USD 77 at
2005 PPP)
Monthly pension of
5,550
$300 pesos (USD 42 at
2005 PPP)

Dec.
2007

May
2011
April
2011
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married to someone
in the same
program
Note: N/A = Not available.
Source: Information provided by Mexican federal and state governments.
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Table A.2.
Private sector products for retirement savings
Provider Name
Product Name
GNP

GNP

Product Description

PROYECTA
1. Requirements
AFECTO (Project
• Minimum insured amount $400,000 pesos (USD 56,126 at 2005 PPP)
Effect)
• Withdrawal ages 55, 60, and 65 years with a minimum savings term of 10 years
• Contracting ages:
•
Term 55 years old: 18–45 years old
•
Term 60 years old: 18–50 years old
•
Term 65 years old: 18–55 years old
• Possibility of making additional contributions
• Attractive rates that reward health conditions
• Additional coverage: exemption of insurance premiums through disability,
compensation for disability, compensation for accidental death, etc.
2. Benefits
• Single payment and life annuities (annual fixed income guaranteed for life)
• Tax exemptions and deductions according to Income Tax Law (LISR)
CONSOLIDA
1. Requirements
(Consolidate)
• Minimum insured amount $400,000 pesos (USD 56,126 at 2005 PPP)
• Withdrawal age: 65 years old
• Contracting ages: 18–60 years old
• Possibility of making additional contributions
• Attractive rates that reward health conditions, etc.
• Additional coverage: exemption of insurance premiums through disability,
compensation for disability, compensation for accidental death
2. Benefits
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Banamex

• Single payment and life annuities (annual fixed income guaranteed for life)
• Tax exemptions and deductions according to Income Tax Law (LISR)
• Additional contributions to the personal retirement plan, tax-free
PLAN PERSONAL 1. Requirements
DE
RETIRO
• Contracting ages: 18–60 years old
(Personal
• Maximum investment amount: 5 times the minimum wage annually
Retirement Plan)
• Initial minimum investment amount: $10,000 pesos (USD 1,403 at 2005 PPP) with
planned contributions and $35,000 pesos (USD 4,911 at 2005 PPP) without
planned contributions
• Minimum planned contributions:
- Monthly $500 pesos (USD 70 at 2005 PPP)
- Quarterly $1,500 pesos (USD 210 at 2005 PPP)
- Semiannual $3,000 pesos (USD 421 at 2005 PPP)
- Annual $6,000 pesos (USD 842 at 2005 PPP)
• During the deferral period, the plan permits the creation of a savings fund via a
contributions program for future interest payments that will be made at the time of
withdrawal. Interest will depend on the value reached by the account or reserve
2. Benefits
• At retirement (65 years old or with disability), individuals can choose to receive:
1. Life annuities
2. Life annuities with fixed payments
3. Single payment
4. Partial payment combined with annuities
• Tax exemptions and deductions according to Income Tax Law (LISR)
• Tax deduction: Each year individuals can claim tax deductions on plan
contributions without exceeding 10 percent of total income and with a limit of 5
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•
•

times the minimum wage
Tax deferral: Taxes on plan contributions must be paid until the moment of
withdrawal, as specified by law for each individual
Tax exemption: Each year retirees can withdraw contributions free of tax
withholdings up to 9 times the minimum wage in the year (only if 65 years old or
has disability and has had the plan for at least 5 years)

Aseguradora
Interacciones

INTERSECAHORRO
(Intersec-Save)

1. Requirements
• Intersec-Ahorro suggests monthly, quarterly, or annual contributions to help
achieve medium-term goals
• Contracts offered in dollars and national currency
• Single payment administered at the end of term as set by investor
2. Benefits
• Tax exemptions and deductions according to Income Tax Law (LISR)

Aseguradora
Interacciones

INTERSEC1. Requirements
RETIRO (Intersec• Contracts offered in national currency and dollars
Retirement)
• Investors permitted to make additional contributions for extra returns
• At time of contracting, the investor decides form of payment upon retirement:
single payment, contributions to a trust that guarantees monthly payments for a
fixed period of time, or inherited payments if the investor passes away before the
allocated time period
2. Benefits
• Tax exemptions and deductions according to Income Tax Law (LISR)
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AXA (ING)

DOTAL
(Endowment)

AXA (ING)

DOTAL RETIRO 1. Requirements
(Retirement
• Investors choose:
Endowment)
- Retirement/withdrawal age: 60 or 65 years old or a 20-year term
- Payment structure: single payment, life annuities, or life annuities to
policyholder’s spouse
- Type of currency: National (Mexican peso) or U.S. Dollars
- Frequency of payment: annually, semiannually, quarterly or monthly
- Form of payment: cash, check, or credit or debit card
2. Benefits
• Additional coverage options: disability and accidental death
• Tax exemptions and deductions according to Income Tax Law (LISR)
• Other benefits:
- Protection for the retiree’s spouse with the same benefits and under the same
policy
- Discounts for women and nonsmokers
IMAGINA
SER 1. Requirements
(Imagine Being)
• Lifetime monthly income from retirement age: 55, 60, 65, or 70 years old
• In case of death, family beneficiaries receive the insured amount as monthly

Seguros
Monterrey

1. Requirements
• Choice of time until benefits pay out: 5, 10, 15, 20, 25 years or at the ages of 60 or
65
2. Benefits
• Benefits are paid at the anniversary of the policy after the retiree turns 60 or 65
years old
• Tax exemptions and deductions according to Income Tax Law (LISR)
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Seguros
Monterrey

payments for life or for a fixed period of time
2. Benefits
• Investment rates in dollars or Units of Investment (UDI)
• Tax exemptions and deductions according to Income Tax Law (LISR)
• Contributions to Imagine Being are tax deductible during the corresponding fiscal
year
• To protect investor savings from changing economic conditions, Seguros
Monterrey New York Life guarantees that with Imagine Being, annual returns will
not be less than 2 percent if contracting in dollars and 1 percent if contracting in
UDI
NUEVO
1. Requirements
PLENITUD (New
• In case of investor death during retirement, investors choose from the following
Fullness)
options:
- Designated beneficiary receives monthly payments in dollars or Units of
Investment (UDI)
- Investors determine a guarantee period of 10, 15, 20, 25, or 30 years—in case
of investor death before the termination of this period, designated beneficiaries
receive remaining monthly payments for the duration of the guarantee period
-No inheritance option: this option yields higher monthly benefits for the investor
• Contracts offered in dollars or UDI
• In case of investor death before retirement, beneficiaries will receive insured
amount in a one-time payment
• Premium payment term is 10 years or until age of retirement at 55, 60, or 65 years
of age
• In case of total and permanent disability before retirement, investors can receive
monthly benefits without continuing premium payments—retirement benefits
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2.

Seguros
Monterrey

IMAGINA SER + 1.
(Imagine Being +)

2.

Metlife

Horizonte
(Horizon)

1.

resume upon retirement age
• Premiums for retirement savings are tax deductible during the corresponding fiscal
year
Benefits
• At time of retirement, the insured amount is received as a one-time payment or
monthly lifetime payments that are calculated based on life expectancy and
prevailing interest rates
• Tax exemptions and deductions according to Income Tax Law (LISR)
Requirements
• After retirement: Upon reaching 65 years old, a one-time payment or as monthly
lifetime payments at the prevailing exchange rate of the dollar or Unit of
Investment (UDI).
Benefits
• A part of total contributions covers the cost of protecting the investors’
beneficiaries in case of investor death, and the other part comprises retirement
benefits that will be paid out at the age of 65 or in case of disability, according to
social security laws.
• Tax exemptions and deductions according to Income Tax Law (LISR)
• Before retirement: The contributions are tax deductible—the annual taxable base
amount can be reduced by up to 10 percent of total income, without exceeding 5
times the minimum wage in the investor’s geographic area.
Requirements
• Pension in monthly payments or in life annuities
• Possibility of contracting a “guarantee period” of 1 to 10 years, by which
beneficiaries receive the monthly pension up to the completion of the period
• Option of contracting joint life annuity
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2.

Benefits
• Annual reevaluation of the life annuity according to inflation
• Can be contracted for the retiree and his/her spouse. Payment term may be
extended up to 10 years for other beneficiaries
• Reimbursement of the fund to a beneficiary in case of investor death
• Tax exemptions and deductions according to Income Tax Law (LISR)

Source: Information provided by the following Mexican insurance companies as of June 20, 2011: GNP, Banamex, Aseguradora
Interacciones, AXA (ING), Seguros Monterrey, and Metlife.
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ADDITIONAL RESOURCES
CONEVAL (Consejo Nacional de Evaluación de la Política de Desarrollo Social). 2010. Anexo
estadístico – Pobreza 2010. Available at
http://www.coneval.gob.mx/cmsconeval/rw/pages/medicion/Pobreza_2010/Anexo_estadistico.es.
do
Cutler, D., Knaul, F., Lozano, R., Mendez, O., and Zurita, B. 2002. Financial Crisis, Health
Outcomes and Aging: Mexico in the 1980s and 1990s. Journal of Public Economics, 84, pages
279–303.
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AArP
601 E Street NW
Washington, DC 20049

the rAND corporation
1776 Main Street, P.O. Box 2138,
Santa Monica, CA 90407-2138

Telephone: (Toll-Free Nationwide)
888-OUR-AARP (888-687-2277)

1200 South Hayes Street,
Arlington, VA 22202-5050

Toll-Free TTY:
877-434-7598

4570 Fifth Avenue, Suite 600,
Pittsburgh, PA 15213-2665

Toll-Free Spanish:
877-MAS-DE50 (877-627-3350)

http://www.rand.org

centro Fox
Carretera Leon-Cueramaro Km13
San Francisco del Rincon, Guanajuato
CP 36440, México
Telephone: 01 476-757-0280 or
01 476-757-0303
http://www.centrofox.org.mx

International Calls: +1-202-434-3525
http://www.aarp.org
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