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“This comprehensive assessment of Mexico’s economic reform pro
consequences will become a standard in its field. It rajses new qu
1€

about the Mexican case and the impact of economic liberalization

The themes and data are fresh, and the authors are well-known expe;

their fields.” Manuel Pastor, Jr.,, University of California, Santq Cruz

Since the 1980s, Mexico has alternately served as a model of Structural econom
and as a cautionary example of the limitations associated with market-led i
Because of the importance of the Mexican experience in continuing debates about
options available to developing countries, the twenty-three contributors to this book
provide a comprehensive, interdisciplinary assessment of the principal economic
social policies adopted by Mexico during the 1980s and 1990s,

Mexico was a leader in the shift away from state-led industrialization and in the
adoption of market-oriented policies. As a consequence, Mexico emerged as Latin
America’s largest exporter of manufactured goods, which provided the country’s
most dynamic source of economic growth. Yet trade and investment opening also
significantly increased the Mexican economy’s vulnerability to external shocks. A
profound financial crisis in 1994-1995 deeply affected Mexico’s economic stability,
and it raised persistent questions about whether the country’s new economic model
is capable of achieving sustained growth and equitable socioeconomic development.

The topics covered in the book are (1) macroeconomic and financial policies, includ-
ing the impact of the adjustment process on growth, inflation, foreign and domestic debt
burdens, the Mexican banking system, and foreign investment; (2) trade, export-led
growth, and industrial policies, with attention to key actors and strategies behind the
rapid expansion of Mexican manufactured exports and the limitations of this export-led

aevelop

growth model for national development; (3) social policies and rural development issues,

focusing on education, health care, pensions, and problems affecting rural Mexico; and
(4) inequality, employment and wage problems, and poverty, notably income distribution
and poverty trends, the efficacy of poverty-alleviation policies, urban and regional
disparities, and the effects of economic liberalization on employment and wage levels.
A final overview section analyzes the Mexican development experience of the 1980s
and 1990s in historical and comparative context.

Kevin ). Middlebrook is Lecturer in Politics at the Institute of Latin American
Studies, University of London. He is the author of The Paradox of Revalution:
Laboar, the State, and Authoritarianism in Mexico, among other works.

Eduardo Zepeda is Research Professor of Economics at the Universidad
Auténoma Metropolitana-Azcapotzalco, Mexico City. He is the co-editor of
North American Integration:Theory and Practice, as well as author of several
studies of the Mexican economy.
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fhis chapter examines the evolution of welfare, inequality, and poverty
y Mexico from 1970 through 2000. The essay begins with a contextual
nd conceptual introduction that briefly compares the so-called new
rty agenda that Mexican policy makers adopted in the 1990s with
e “development and social justice” approach pursued up until 1982.
his introduction also identifies the six sources that determine an indi-
idual’s and a household’s welfare: current income; basic assets (housing
ind consumer durable goods); non-basic assets (including households’
borrowing capacity); access to publicly provided goods and services (in-
luding household services such as piped-in water, sewerage, and elec-
ficity; education; health care; and social security); free time; and knowl-
dge (education).

' The second section turns to calculations of the opportunities for so-
ial welfare in Mexico between 1981 and the year 2000, an exercise that
ks at the macro-social level five of the six welfare sources and their
fistributive dimensions. In pointing to a deterioration in what can be
ermed the opportunity set for social welfare, the results of these cal-
ations prefigure the evolution of various dimensions of poverty and
heir impact on mortality. The following section succinctly analyzes the
Wolution of income distribution between 1963 and the year 2000.

The fourth part of the chapter examines the evolution of income
poverty and of a group of specific poverties (understood as deprivation
i specific needs) during the 1970-2000 period. Income poverty is pri-
farily associated with the first source of welfare (current income);

OVerties of health care and social security are also partly associated

With this source.! The specific poverties that are analyzed relate to all of

Peprivation of health care and social security services is determined, via the inte-
grated poverty measurement method, by reviewing whether households without
“8clal security have sufficient income to allow them to meet these needs through
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the other sources of welfare except non-basic assets. The central §
here points to an apparent paradox: there was both an increges
come poverty and a reduction in specific poverties during the ;
although specific poverties declined at a slower pace than in the )
During the 1970s, income poverty —as well as all specific povert
decreased rapidly. Income poverty fluctuated during the 1990
ended above its initial level. At the same time, most specific 1 ,
decreased at a pace that was slower than in the 1970s but faster g
the 1980s.2 This examination shows, then, that the periods 16
1981-1989, and 1989-2000 are appropriate ones for analysis,
the last period might be conveniently divided into three stages (1
1994, growth; 1994-1996, recession; 1996-2000, growth). i
The next section focuses on an important determinant of the ey
tion of specific poverties: social expenditure. The analysis discl,
the usual reading of the evidence—that is, that public social ey
ture dropped dramatically during the 1980s in Mexico and elsewhes
Latin America—is based upon the use of inappropriate price indice
deflate current expenditure figures. This discussion shows that wh
correct price index is used as a deflator, social expenditures per
stabilized during the 1980s but did not drop. This finding is co
with the slower decline (but no increase) in the incidence of speg
poverties noted above. '
The empirical analysis presented in the sixth part of the chag
shows that the paradox identified above also holds when parﬁa]-
erty measures are combined via the integrated poverty measureme
method, which gauges poverty by income and by specific needs wif
each household. The evidence confirms that, although the periods
analysis are different, the trends are similar in both sets of povet
measures.
The penultimate section introduces a dimension of welfare not'
taken into account: the length of the life span, or the “quantity” o
Evidence for Mexico reveals a strong association between pov
early death. In general, individuals who suffer in terms of the qualif
life also suffer in terms of the quantity of life, in the form of premati
death. This part of the analysis then identifies periods in the evolutit
of mortality rates by age group from 1970 to 1999. The resulting peri
dization coincides in many ways with previous findings regarding

the market. For a discussion of poverty measurement methodology and the zz'_'
grated poverty measurement method, see the appendix included at the end of t
chapter.

2 The notable exceptions were poverties of health services and social secufif
which decreased at a rate that was slower than in the 1980s.
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tion of poverty. Within the context of an overall decline in mor-
o rates, there were periods of stagnation in the rates for all younger
3 . oups, a pattern that was associated with the economic recessions
Mexico experienced throughout the years under consideration. ‘
: chapter concludes with some reflections on the relationships
.- the opportunities for social welfare, the heterogeneous evolu-
" the various dimensions of poverty, the evolution of integrated
Certy, changes over time in mortality rates by age group, and the
tion of public social expenditure. This discussion links changes in
Eare and poverty over time to an assessment of the public policies
~iated with the adoption of the new poverty agenda in Mexico.

NTEXTUAL AND CONCEPTUAL INTRODUCTION
xico and the New Poverty Agenda

fficial public policy rhetoric in Mexico increasingly revolves around
e struggle against poverty. This trend reflects the simultaneous pres-
ce of various factors. The first is the Mexican government’'s aban-
snment of public policies in several areas of economic and social de-
lopment, areas now made subject (at least rhetorically) to the sway of
arket forces.? Second, the ascendance of anti-poverty policies reflects
agenda imposed by the so-called Washington Consensus, according
) which one of the few areas requiring active governmental interven-
jon (because markets are recognized as inadequate in this area) is the
fruggle against extreme poverty. The Mexican government has pat-
gmed its anti-poverty policies on the “new poverty agenda” promoted
y the World Bank (Moore and Devereaux 1999). Third, this policy em-
hasis denotes the minimum that a government can do if it aims to
eep social conflict at a manageable level in the face of the population’s
Icreasing pauperization.

The first two elements are reflected in government expenditures.
flexico’s proposed federal budget for the year 2000 (Poder Ejecutivo
iederal 1999: 1-3) stated that 60.7 percent of government expenditures

(excluding debt service) were to be allocated to social expenditures, a

proportion similar to that in previous and subsequent budgets. Ac-
ording to the same document, an increasing though still small propor-
ion (10.8 percent) of government expenditures specifically targeted

poverty. At the same time, the federal government has sought to trans-

or example, Jaime José Serra Puche, who headed the Ministry of Commerce and

ndustrial Development (SECOFI) during the administration of President Carlos
Salinas de Gortari (1988-1994), maintained that “the best industrial policy was no
ndustrial pOliCy.”
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fer responsibility for basic infrastructure development tq the
sector and to reduce public investment in this area. f -
The Mexican government’s approach to poverty changed pa¢
in the 1990s. In previous decades, the government intervened
ously to alter the basic parameters that determine poverty. In pa
lar, the government increased asset endowments of the poor thrg
among other measures, agrarian reform, land and livestock im
ment, credit, technical assistance, health services, social se it
educational programs. The government also acted to influence
prices for the goods and services the poor buy and sell by p
price guarantees and input, basic goods, and consumer subg
increasing minimum and public real wages and thereby ing
raising average wages; by providing public services; and by ini
ing in basic goods markets to prevent excessive and speculative prof
This old agenda developed autonomously in Mexico, althoygl
was undoubtedly influenced by Keynesian theories and by the id
promoted by the Economic Commission for Latin America and
Caribbean (ECLAC). It was more an agenda for development and
cial justice than a poverty agenda per se. The implicit reasoning y
that, because poverty arose from multiple causes, development
designed to redress it should impinge upon all factors of prod
and correct the asymmetries that gave rise to poverty. Social p
grams —especially education—were predominantly universalistic ap
free. Although there were some targeted programs, their role was g
ways secondary® The government operated such programs direc
and distributed their benefits in kind.
In sharp contrast, under the so-called new poverty agenda, gover:
ment interventions must not alter market signals—and only demas
(never supply) may be subsidized, preferably through monetary tran
fers. In order to avoid “distorting economic incentives,” relative price
must not be altered. Growth should be subject to the free play of #
market; the state’s only role is to help those who cannot participa
the “market game” on their own — that is, the extremely poor. This
agenda does not consider poverty other than extreme poverty to bei
problem that merits state intervention. Indeed, it recommends agz ins!
directing social expenditures to the population that is not in extreme
poverty; instead, it concentrates resources on targeted programs that
benefit only the extremely poor. Moreover, the agenda recommends

-+ fees for preexisting universal programs both to help finance them
‘tO prevent benefits from going to those who do not need them.
over possible, the private sector should operate such programs
.'Jlk a competitive framework, with benefits distributed in cash or
":,‘ ash (vouchers for specific goods that can be used to choose
g different private suppliers). -
‘ e diagnosis underlying this approach is that extren:le poverty
- because undue state intervention distorted market signals, and
use insufficient human capital among the poor prevents them from
rhicipating effectively in the market. Whatever extreme poverty re-
_ins after the elimination of these distortions and after the provision
¢ ublic support to those in extreme poverty is to be attributed to indi-
sdual failures. It is not, therefore, the concern of the state.
A thorough evaluation of this new agenda is beyond the scope of
is chapter. The purpose of the preceding paragraphs is to help the
sader understand the basic orientation of this poverty agenda and ’the
t is playing in Mexico. It is within this framework that the empiri-
al analysis presented in this chapter should be interpreted. 'I.'he cha‘tp—
er's empirical findings do not support the contention that social policy
vas inefficient or inefficacious during the 1970s. Therefore, substituting
he new poverty agenda for the previous “development and social jus-
jce” agenda was unjustified.
~ As noted above, this chapter analyzes the evolution of the basic
macro-social parameters that determine welfare and poverty, examin-
ing from various angles the evolution of poverty in Mexico from the
through the 1990s, as well as the association between mortality
yates and poverty. The starting point for this analysis is a conceptual
understanding of the sources of individual and household welfare.

The Sources of Welfare

The welfare of individuals and households depends upon the following
sources of well-being: (1) current income; (2) family patrimony, under-
stood as the set of durable goods and assets that provide households
with basic services; (3) non-basic assets and households’ borrowing
‘capacity; (4) access to publicly provided free goods and services; (5)
available time for rest, domestic work, education, and leisure; and (6)
individual knowledge, conceptualized not as a means to obtain income
but as direct satisfaction of the human need for understanding. The
first three categories represent either flows or stocks of private eco-
nomic resources; the fourth category embodies the flow of public eco-
nomic resources (the so-called social wage). Together, the first four
categories constitute economic resources that can be expressed in mone-

4 The World Bank has identified the abandonment of basic infrastructure invest
ment as one cause of slow growth in the Mexican economy (World Bank 1998).
® One example is Industrialized Milk CONASUPO (LICONSA), which is still in’
operation. It sells subsidized milk to low-income (mainly) urban households.
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tary terms. The fifth and sixth categories have their own units of nl

hool services, but the child will also need school supplies, appropri-
surement, which are not reducible to monetary value. In sum, ecg |

o o clothing, and transportation —needs usually met through the mar-
resources, free time, and knowledge are the three irreducible djme 2ot and financed by current family income or accumulated savings.
sions of the sources of welfare. 3

eeding family members usually requires both income and domestic
These six sources of welfare display two notable characteristics 4 |

work, which involves the use of time.
first is their degree of substitutability. Consuming non-basic assets [ Welfare trends in a society are a function of the level and distribu-
borrowing can substitute for low current income without affecting

tion among individuals of the six sources of welfare outlined above. At
satisfaction of other present needs. However, the same is not trye fs the same time, the level and distribution of each source have specific
basic assets because selling or pawning basic assets in order to compg determinants. For example, a household’s average real income in any
sate for low current income would affect the satisfaction of other ne; siven year is determined by prevailing conditions in the broader econ-
Thus, if an individual draws down bank savings (a non-basic asset) omy and the factors that shape them, including macroeconomic policy.
or she can maintain current private consumption. But if that indiyid !

ess to free government goods and services, in terms of both level
takes his or her television, refrigerator, or bed to the pawnshop, th and distribution, depends almost entirely upon social policy (expressed
gain in liquidity is offset by a loss in terms of the basic services thes

, in public expenditures for social welfare) and its supporting legislation.
assets provide. More current income can substitute for a lack of aceas The availability of free time depends, on the one hand, upon customs
to free services (for example, by paying for private education ang

egarding the length of the workday, weekly and annual rest periods,
health care) and for a lack of family patrimony (by renting a house F and so forth, and, on the other, upon household income (households
furnished apartment). Nevertheless, this substitutability has its limits « ith less income will feel pressure to extend the workday) and indi-
More income cannot compensate for ignorance or the absence of reg

yidual preferences. Although the determinants of the level and distri-
time.

pution of each welfare source are quite different, this does not mean
The fact that there is not a perfect substitutability among sources g that they are fully independent of one another. Social policy and free
welfare is related to their second characteristic: their specificity. Ge

time, for instance, may be influenced (although not mechanically de-
ally speaking, these sources are not generic; they do not satisfy all ermined) by trends in the economy. The welfare of the population is,
needs. However, there are diverse degrees of specificity among di in turn, the fundamental determinant of mortality rates for specific age
ent sources. Welfare sources such as current monetary income and

groups, as demonstrated by the cross-national empirical relationship
basic assets permit the satisfaction of a broad range of needs (in pri between living standards and life expectancy at birth.
ple, any need that can be satisfied through the consumption of ge To summarize, social welfare is determined by multiple sources, the
and services available on the market), but other sources are more evolution of which may vary over time because their determinants are
cific. Non-monetary current income and basic patrimony take the form

i diverse. Therefore, when studying welfare trends in a society (whether
of specific goods that provide defined services (for example, corn, from a micro-social or a macro-social perspective), one must take into

house, a table, and so forth). Therefore, they can only satisfy specifie ‘account the diverse sources of human welfare and their determinants.
needs. Government social programs usually provide goods and ser
vices in kind (education, health care, food, and so forth) associated with
a specific need.®

From another perspective, several sources of welfare may be
quired in order to meet each need. For example, increasing a child
knowledge requires the child to attend school. This, in turn, imp
devoting personal time to this effort. The government may provide free

'THE EVOLUTION OF OPPORTUNITIES FOR SOCIAL WELFARE

Evaluating development requires a vision other than the predominant
view, which reduces “development” to expanding gross domestic
‘product (GDP). To address this problem, Desai, Sen, and Boltvinik
(1992) developed an alternative approach—called the social progress
index—that, while not denying the importance of economic growth,
df@ human welfare as the sole objective of development. The index
embraces two complementary perspectives: the opportunity set and the
ﬂCh?U-Ement set for social welfare. The opportunity set focuses on the
avajlébi]ity of goods, services, free time, and knowledge —as well as the

¢ In the language of classical political economy and Marxism, monetary incomes
exchange-values expressed in amounts of the general equivalent that can be trans
formed into almost any use-value through a market exchange. Non-monetary if=
come, basic patrimony, and goods and services provided free by the government
are specific use-values.
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fairness of their distribution—in relation to needs, Providing » .
social view of the potential for welfare. The achievement sef g o
social evaluation of the welfare actually achieved at the h
level. This section presents calculations of the opportunity set
during the period from 1981 through 2000. The analysis of dig
dimensions of poverty and of mortality rates in subsequent
this chapter (especially those performed via the integrated Ppoverty.
surement method) may be taken as an approximation of the
ment set.” ' 3
In order to quantify the opportunity set for social welfare, g
consider several factors: (1) the available volume of goods and ser
in relation to the population’s needs, along with equality in the
bution of access to them; (2) available free time (or its complen
working time) and its social distribution; and (3) the level and
tion of knowledge in the population. The author explored two g
options for weighting these different dimensions. The first is to
them equal weight; the second is to accord half the weight to the |
dimension because of its broader nature, with the other two dimensi
comprising the other half. The second option (the one chosen hen
more faithful to the actual circumstances affecting social welfare,
The calculation of the opportunity set presented here incorporaf
the following variables: (1) total consumption, rather than the m
usual GDP, as a measure of the availability of goods and services (¢
“size of the pie”); (2) the standardized size of the population, exp ality in income distribution (table 11.1). Multiplying TCAE by the
as the number of adult equivalents, as an indicator of the magnitu ini complement produces the egalitarian total consumption per adult
needs (the “hunger” of those at the table); (3) the Gini coefficient of quivalent (ETCAE). In other words, ETCAE is the volume of con-

come distribution among households as a proxy of inequality in # j mption that would be needed, were it distributed with total equality,
distribution of total consumption (how the pie is distributed); ( ra

;ggiieiai:é_the same level of welfare as the observed total consumption
measurement of free time based upon observed extra-domestic erates with the observed degree of inequality. It synthesizes the
work and on domestic work requirements; (5) an indicator of equa

e variables considered up until this point in the discussion.11

in access to free time; (6) a measure of educational achievement; and (7
an indicator of equality in the distribution of educational achieve
Total consumption—the sum of private and governmental (publi
consumption, as defined in national accounts —is a better indicator tha

> of the size of the pie because it excludes asset depreciation (the
_ mption of fixed capital) and the income received by non-residents.
' oximates national disposable income, which is the sum of pri-
_consumption, public consumption, and net savings.® Total con-
' tion is an expression of the social capacity to attain a certain living
.rd. It embraces the first four sources of welfare, all of which are
:al resources that can be expressed in monetary terms.

whe number of adult equivalents? is a better indicator than popula-
size of the evolution of needs because, in addition to the overall
Cber of people, it takes into account age and gender structures. To
| oxtent that adults have greater needs than children or infants, the
of the Mexican population means a faster growth in needs than
at demographic expansion alone would suggest. Dividing total con-
. ption by adult equivalents yields the size of the pie by unit of need,
* total consumption per adult equivalent (TCAE). The values of this
tor for selected years between 1981 and 2000 appear in table 11.1.
i increases, the availability of goods and services per unit of
sed rises.

‘The Gini coefficient is the best known and most widely used measure
f income inequality. When the coefficient equals 1, there is total ine-
ality in the distribution of income (one household receives all the
ncome); when it equals 0, there is total equality. Its complement—the
e that results from 1 minus the Gini coefficient—is a measure of

e difference between total consumption and national disposable income is only
net savings.

10 Because of the way in which caloric requirements for age groups and genders
have been employed in this calculation, in a strict sense the measure is an adult
7 The approach adopted here differs in some respects from that developed by Desa male equivalent. Transforming the number of people into adult equivalents is a
1992. The main difference is that the term “achievement set” is employed h - standard procedure in poverty and welfare studies. For a very good review of the
refer to the living conditions of one part of the population (namely, people living (huge) literature on the topic, see Deaton and Mullbauer 1991.
in poverty), whereas Desai’s use of the term covered the entire population. 1 In ideal terms, this indicator should be based on the Gini coefficient of total con-
8 The set of variables originally presented in Boltvinik 1992a included the first five sumption, not of household income. Although data exist concerning the distribu-
elements but not the last two. In that work, the author suggested that the indical tion of private consumption among households, it is very difficult indeed to dis-
of the availability of goods and services be adjusted so as to reflect environm tribute public consumption among households—which is what would be required
degradation and to exclude the production of harmful or destructive goods (¢ to calculate the Gini coefficient that corresponds to TCAE. The proxy used in the
as cigarettes or weapons). These issues are not addressed in this chapter. text is quite a good one.
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The egalitarian free time indicator is constructed in two steps, *
first step is to create a measure of extra-domestic excess wop o=
amount of which expresses a household’s excess non-domestic wep
relation to the social norm. It takes into account each househo]qre | aesW = [(TCAE) (Ev)] [{(FT) (Err) + (EA) (Eza)} / 2] M
mestic work requirements, according to the household’s size, age st ]
ture, and resources available to support domestic work.12 Because |
value of this indicator ranges from 0 to 2 (with the norm at 7} e
tracting its value from 2 yields a new variable, free time (FT), w
also ranges from 0 to 2 with @ norm of 1. FT is an indirect measyra
available free time; at a value of 0, households have no free time,

at a value of 2 they reach a level of free time beyond which ther,

further increase in welfare (that is, they reach the maximum we Ifa A5 = [(TCAE) (1 - Gy)] [{(FT) (FTr /FTne) + (EA) (EAp/EANp)} /2] (1)

Joo
that free time can provide). ‘ = (ETCAE) [(EFT + EEA) / 2] @)
The second step is to construct an indicator of equality in free tigy
This is the quotient of the free time of the poor divided by the free g
of the non-poor (FTr/FInp), calculated according to the integrated pg
erty measurement method. The product of the average value of FT
' the whole population and this quotient (called free-time equality) TCAE is national total consumption per adult equivalent; Gy is the
egalitarian free time (EFT).1® This measure also ranges from 0 to 2, wi Gini coefficient of households’ current income (monetary and non-
a norm of 1. monetary); ETCAE is the product of TCAE and (1 — Gy) (that is, the
The egalitarian educational achievement (EEA) indicator serves as ppalitarian national total consumption per adult equivalent); FT is the
proxy for the average level and equality of access to knowledge. ' average free time in Mexico’s households, and FTp and FTnp are the
obtained by multiplying educational achievement (EA, equal to 1 m average values of this same variable in poor and non-poor households
nus the educational lag) by a simple measure of distributive eq s defined above); and EA is the average educational achievement of
defined as the ratio of the educational achievement of the poor (define e population older than seven years of age, while EAp and EAnp are
as the poorest 75 percent of the population) to the education the respective indicators for the poor and the non-poor (as defined).
achievement of the non-poor (the richest 25 percent of the population ETCAE is multiplied by the simple average of EFT and EEA. Given
(EAp/EAnp). Educational lag is one of the indicators of unsatisfied bas that these last two indicators are both indices expressed in pure num-
needs that make up the integrated poverty measurement method. bers that take a value between 0 and 2, with the norm at 1, this opera-
obtained by comparing each household member’s educational leve tion leaves intact the unit of measurement in which ETCAE is ex-
with the norm of completed secondary schooling for adults and scho pressed (constant 1993 pesos). Thus, in a society in which everyone is at
attendance (at an age-appropriate grade) for minors. In EA, the norm i the maximum welfare that free time can provide, FT would be equal to
1 and the worst situation is 0; the maximum that can be reached ha 2 and Epr equal to 1, so that EFT would also equal 2. If, in that same
been reduced to 2. society, everyone were at the educational maximum, EA would be 2
and Exa would be 1. Therefore, the arithmetic mean for the egalitarian
2 The methodology for calculating extra-domestic excess work is discussedil _:‘m icators of free time and educational achievement would be 2. If one
Damién 2000: 113. For a previous version of this methodology, see Boltvinik ang Were to multiply egalitarian total consumption (ETCAE) by 2, its value
Hernandez Laos 1999 (Methodological Appendix). Would double as a consequence of the high results reached in terms of
13 To avoid the bias that would have been introduced in the time series if free-timé - time and education.
equality were to be calculated each year with the changing proportion @ . With values at the level of the norm in FT and EA and with total
poor/non-poor in the population, EFT has been calculated defining the wealthies K ' ahty in both, the value of EFT is 1 and egalitarian consumption re-

25 percent of the population as “rich” and the poorest 75 percent as “poor.” Thes mains the same when multiplied by 1. What is most common is for the
figures reflect the most frequent level these proportions have taken in the perio

under study, as calculated via the integrated poverty measurement method.

The indicators, combined in the following equation, yield the op-
L rtunity set for social welfare (OSSW):

tore Ey, the measure of income equality, is equal to (1 — Gy); Err, the
. icator of free-time equality, equals (FTp /FTnp); and Ega, the mea-
ware of educational equality, equals (EAp /EAnp).

therefore, (1) may be rewritten as follows:

given that (ETCAE) = (TCAE) (1 - Gy); (EFT) = (FT) (FTp /FIne); and (EEA) =
) (EAp /EAne).




TABLE 11.2. Non-Egalitarian Opportunity Set for Social Welfare in Mexico, 1981-2000

1984 1989 1992 1994 1996 1998 2000
13,785 15,232 13,660

1981
15,561

14,651 15,858

14,967

14,279

Total consumption per adult equivalent (TCAE,

in constant 1993 pesos)
Index of total consumption per adult equivalent

91.8 88.6 96.2 97.9 87.8 94.2 101.9

100.0

(1981=100)

Free timel

0.954 0.895

101.9

0.970
103.6
0.821

0.936 0.942 0.915 1.009
107.8

100.0

0.936

95.6
0.874
1249

0.885
108.2

97.8

100.7

100.0

100)

Educational achievement?

Index of free time (1981

0.832
118.8
0.893

0.789

0.783

0.764
109.2
0.853

104.3

0.700
100.0
0.818

0.700

1173
0.895

112.8

0.899

111.8
0.849

103.8

100.0
0.818

Index of educational achievement (1981=100)

Combined free time and educational achievement®

109.2

109.5

110.0

100.0

100.0

Index of combined free time and educational

100)

achievement (1981
Non-egalitarian opportunity set for social welfare (in

13,079 14,030

11,677 11,760 12,701 13,696 12,228

12,726

constant 1993 pesos)?
Index of the non-egalitarian opportunity set for social

91.8 924 99.8 107.6 96.1 102.8 110.2

100.0

100)

welfare (1981

Source: Table 11.1

1 Calculated as 2 minus the value for excess extra-domestic work.

2 Calculated as 1 minus the educational gap.
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mcal values of EFT and EEA to fall between 0 and 1. In this case,

doser their average is to 0, the greater the reduction entailed in
dng the shift from ETCAE to OS5W.

The final result, the OSSW, is the amount of national total con-

m&; adult equivalent, adjusted by three factors: equity in in-

= distribution, egalitarian free time, and egalitarian educational
g evement These three adjustments preserve the ETCAE unit of
uremerlt (constant 1993 pesos), but the amount declines (as one
see by reading table 11.1 vertically).! For example, in 1989 the
of 13,785 pesos dropped to an ETCAE of 7,320 pesos as a conse-
'ly ce of income inequality. Conceptually, this means that the welfare
, ts were equivalent;:13,785 pesos distributed in the actually ob-
gved pattern (1 minus the Gini coefficient of 0.469) would produce
» same aggregate welfare as 7,320 pesos distributed equally (1 minus
i coefficient of 1, or an Ey value equal to 0). Table 11.2 reports the
n~e galitarian opportunity set for social welfare, which only considers
erage achievement indicators in consumption, free time, and educa-

' Something similar occurs when one combines ETCAE with the av-
grage of egalitarian free time and educational achievement. The result-
0SSW value is 4,358 pesos. This indicates that 4,358 pesos, with
fotal equality of income distribution and an egalitarian distribution of
free time and education and no educational or free-time poverty,
ould generate the same welfare as 13,785 pesos with the actually ob-
served degree of income equality and levels and distribution of free
time and education.
The central conclusion to be drawn from table 11.1 is that in the year
2000, seventeen years after Mexico took the first steps toward imple-
enting the neoliberal economic model, Mexicans’ opportunities for
social welfare had not only failed to increase, but they were actually 7.9
percent below their level in 1981. This situation was the result of nega-
tive trends in four of the six indicators employed here: the three mea-
sures of equality (in household income, Ey; free time, Err; and educa-
tional achievement, Ega) and the free-time average achievement indi-
cator, FT. The only indicator that displayed a clear upward trend was

1 This is a particularity of the social progress index that was consciously sought.
The starting point was a diagnosis postulating that alternative indices of devel-
opment had proved inadequate in part because “when they arrive at a single fig-
ure, it is usually expressed in artificial units which do not correspond to the units
of daily life” (Boltvinik 1992a: 34). In developing this idea, the author postulated
that the new index has the property of being expressed “in units of measurement
that are dealt with by people on a daily basis and this allows them to be socially
adopted in a generalized way” (Boltvinik 1992b: 8).

3 Simple average of the values for these two categories.

4 This is the product of the TCAE value o
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educational achievement. Total consumption per adult L JRE 11.1_Opportunities for Social Welfare in Mexico, 1981-2000

(TCAE) was practically stagnant over the 1981-2000 period (an i
increase of only 1.9 percent and an average annual rate of gro

only 0.1 percent). Throughout the 1982-1998 period, the TCAE ﬂ‘_i
was below its 1981 level.’> Thus the data point to the lnabxh X
Mexican economy and of government economic policy to ,,
steady growth in consumption per unit of need.

This flow of resources was, moreover, generated with a ore,
working effort by the population. There was, therefore, less aya
free time. The average value of FT for the entire population atta _. ”
peak in 1994 and has been dropping since then. The level in the y
2000 was the lowest level in the 1981-2000 period (table 11 2), ¥
causing opportunities for welfare to shrink even further, If the
egalitarian opportunity set for social welfare (NEOSSW) had b
culated only with these two indicators (consumption and free tlm

110 -

= 100

90 1 .

level in 2000 would still have been 3.5 percent below the 1981 leveL \\\ P <
However, in terms of achievements in average values for the g =
lation as a whole, education registered a significant advance of 2
percent (table 11.2). This advance explains the fact that when the thy
measures of mean achievement are combined (without taking ine ._.' Bt wem | 1me | w4 wes  dme 200
ity indicators into ElCCOlll‘lt) to obtain the non-&gahtanan oppo: " —""Opportunities for social welfare —@-| Non-eqalitarian opportunities for social welfare |

(NEOSSW, table 11.2), the resulting indicator rose 10.3 percent over
1981-2000 period as a whole, an increase that is basically explained § '

the important improvement that occurred in educational achieve er I rees: Tables 11.1 and 11.2,

and by the dramatic change between 1998 and 2000 in total consumg K

tion per adult equivalent.
The data reflect increased levels of inequality under Mexico’s ne

economic model. The values for equality in income, free time, and ed

cation were between 8 and 9 percent lower at the end of the 1981

indicator for educational equality rose again in subsequent years, the
value for 2000 was much below the 1981/1984 level.

In other words, not only was Mexico’s new development model un-
period than at the beginning (table 11.1). Income equality worsene able to expand the economy, but it also furthered the concentration of
systematically from 1984 to 1994, improved temporarily from 19941 income, free time, and education, thereby shrinking the population’s
1996, and then worsened again through the year 2000, a year at whichj elfare opportunities. Figure 11.1 summarizes the role of inequality in
attained its lowest level in the whole PEI'iOd. under analysis. The periol e evolution of opportumtles for social welfare in Mexico. The area
ended with the indicator for income equality 9.1 percent below its 1 een the two lines may be interpreted as the inequality effect. As
level (Wthh was used as an estimate for 1981 as WE].].) Free-time equalk one can see, this area attained its maximum width in the year 2000, in-
ity improved, with fluctuations, from 1984 to 1996 and then worsened dicating the peak of inequality at which Mexican society had arrived.
Educational equality reached its lowest level in 1994. Even though thi In terms of mean achievements, the advocates of Mexico’s economic
teform process might argue that, once past the initial period of strong
justment, the model’s performance has been positive. After all, in
1996 — even after the 1995 economic crisis — the index value of the non-
egalitarian opportunity set for social welfare (NEOSSW) was 96.1,
above its level of 91.8 in 1984. Moreover, the level attained in the year
2000 was 18 index points above the 1984 level. However, only 10 of the

15 Growth in the TCAE indicator was quite fast in the 1998-2000 period (4 percen
annually, well above the rate of GDP growth per adult equivalent) because of an
expansion in consumption credit. The 1996-2000 period of economic exp;
ended with a 0.3 percent decline in GDP in 2001, although consumption ap
ently continued to grow. It is likely, therefore, that total consumption per adult
equivalent stagnated in 2001.
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points in this recovery were explained by economic perf , 44.3. Household Income Distribution in Mexico, 1984-2000

(growth in TCAE); the rest were explained by evolution in edyges (Gini coefficients)

In fact, including measures of social inequality —as it is appr ;
to do—produces a very different story, as demonstrated by the ey Total Income Deciles Per Capita
tion of the opportunity set for social welfare. The OSSW indica o ? Total Monetary
tinued to fall after 1984, reaching its lowest level in 1989 and sep Total Monetary Income
significantly from the NEOSSW indicator, especially during periods Year Income Income Deciles
economic expansion (figure 11.1). Without doubt, then, the overall — 1084 0.429 0.456 0.466
sult of Mexico’s economic reform process is a socioeconomic syet 1989 0.469 0.489 0.504
that offers fewer opportunities for welfare than it did two decades 3 1992 0.475 0.509 0.521
This is a consequence of its meager capacity for growth and its infyis 1994 0.477 0.514 0.528
tendencies toward the concentration of its benefits. ' lggg gi‘gg g:gg gggg

‘;000 0.481 0.503 0.516

[ ———
Gources: Data concerning total income are from the Instituto Nacional de Estadistica,

Geografia e Informdtica’s (INEGI) national surveys of household income and expen-
diture for each of the years reported. Data concerning per capita monetary income
deciles are from Cortés 1997 and the author’s communication with Cortés,

TRENDS IN INCOME DISTRIBUTION

Although the opportunity set for social welfare takes all three dime:
sions of inequality (in income, in free time, and in education) intp ae
count, income inequality appropriately receives the greatest wej
For this reason, it is worth observing some features of this varia
evolution. 3
Income distribution in Mexico had moved in a very positive direg
tion between 1963 and 1984. Indeed, Herndndez Laos (1999: 177) cop
cluded that the Gini coefficient fell from 0.606 in 1963 to 0.586 in 196§
0.518 in 1977, and 0.501 in 1984.'¢ He emphasized that “this trend |
consistent with what is postulated by the Kuznets-Lydall-Robinson hy
pothesis. It holds that, as an effect of the transfer of the workforce fron
low- to high-productivity sectors (technology), in the early stages [th
1930s and 1940s] income distribution tends to become more unequa
eventually reaching a peak. Thereafter, once the majority of th
workforce is in the nontraditional (or technologically modern) sector @
the economy, income distribution becomes less unequal” (1999:
Herndndez Laos noted that this trend was interrupted in Mexico
1984, and that between 1984 and 1989 income distribution wo
dramatically, with the Gini coefficient rising from 0.501 to 0.549. Hi
argued that this change was a consequence of both interrupted growi
and the implementation of economic adjustment programs that sough
to reduce domestic demand by limiting internal credit creation, raising
taxes, and reducing government expenditure and transfers. In making
this point, he highlighted the major changes that occurred after the early

1980s in the relative prices of factors of production, especially reduc-
f fons in wages and increases in real interest rates.

There is no Gini coefficient series with data adjusted to national ac-
counts for the years after 1989. The unadjusted data, which must be
viewed with caution, indicate that the rise in total income (the sum of
'monetary and non-monetary income) concentration continued through
11994, declined in 1996, and then started growing again, reaching its
‘maximum in the year 2000. Table 11.3 presents Gini coefficients for
monetary and total income drawn from published survey data on
household income and expenditure collected by Mexico’s Institute for
Statistics, Geography, and Informatics (INEGI), as well as those coeffi-
cients calculated for monetary income by Cortés (1997) using the data-
bases of the same surveys. Whereas the INEGI data were ranked based
on total household income, Cortés’s Gini coefficients were calculated
from a ranking of households based on income per capita.

Despite the methodological differences, both data sets show the
same frends. The Gini coefficient increased strongly and in a sustained
‘way not only during the 1984-1989 period (a finding that coincides with
the Herndndez Laos data adjusted to national accounts), but also
through the 1989-1994 and 1996-2000 periods. In other words, with the
exception of the years between 1994 and 1996, the change in trend that
Herndndez Laos noted for the 1984-1989 period continued through
2000. This conclusion is important because it means that income concen-

16 Herndndez Laos developed the only available long-term series of Gini coefiis
cients, calculated on the basis of income and expenditure surveys and adjusted 10
national accounts for comparability.
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tration has increased in periods of both economic stagnation
1989) and recovery (1989-1994 and 1996-2000). The exception can
the 1994-1996 period, when inequality decreased as income fell fo
deciles but most dramatically for the tenth (richest) decile. It v
appear, then, that greater inequality is intrinsic to Mexico’s new eas
mic model. o

Lvident in 2 reconstruction of the ECLAC's and the World Bank's fig-
N (see figure 11.2).17 The trend was reversed in the 1980s as income
overty rose significantly, especially between 1981 and 1989. The in-
in income poverty tended to level off toward the end of the
ag0s and early 1990s (1989-1994). However, there was a further sub-
tial rise during the 1994-1996 period. Finally, income poverty again
4ocreased during the 1996-2000 period.
i : ording to ECLAC estimates, the incidence of income pover

INCOME POVERTY AND SPECIFIC POVERTIES: A CONTRADICTQR A;eatergin 1998 than the 1968 level and very similar to the 19%
EVOLUTION wvel. In the author’s own reconstruction of the ECLAC calculations,
three periods can be identified: decrease (1968-1981); increase (1981-
1996); decrease (1996-1998) (figure 11.2). The World Bank, whose series
ends in 1996, identifies the same first two periods as the ECLAC. The
Boltvinik-Hernéndez Laos (BHL) series, which extends through 2000,
tdentifies the same three periods as did the ECLAC, but it extends the
, st period of declining income poverty to the year 2000. Thus, al-
though there are large differences in the level of poverty incidence
- lamong the four series analyzed,'® there is a high degree of consensus

i regarding the directions of change.1?

Income poverty in Mexico decreased systematically in the 1960s 4
1970s, until 1981 (Boltvinik and Hernédndez Laos 1999). The same tres

FIGURE 11.2. Three Versions of the Evolution of Poverty in Mexico,
1968-2000

70

17 In order to compare the ECLAC and World Bank series with the Boltvinik-Her-
" néndez Laos series (which estimated the level of poverty in 1981, a year in which
INEGI did not conduct a household income and expenditure survey), the author
estimated poverty levels in 1981 in both the ECLAC’s and the World Bank's series.

18 The main reason why the BHL series and the ECLAC and World Bank series on
the incidence of poverty vary so much from each other is the huge distance be-
tween their respective poverty lines. This distance, in turn, is explained by a dif-
~ ferent concept of poverty implicit in these analyses. In contrast to the ECLAC and
the World Bank, which define poverty as not having enough income to buy food
for a specified diet (for ECLAC, a socially generalized diet, and for the World
Bank, a poor man’s diet), Boltvinik and Herndndez Laos define human needs in
: : : : ; terms of much more than food (they include housing, clothing, transportation, en-
1668 a7 1801 1984 1999 1994 1986 1958 200 ergy, and so on), and they base the poverty line level on a complete budget. This
| - BHL @ ECLAC o WORLD BANK | approach, developed by a group of researchers working for the General Coordi-
nation of the National Plan for Depressed Areas and Marginalized Groups (CO-
PLAMAR) during the 1980-1982 period, employs the normative basket of essen-
tial satisfiers (NBES). The methodological appendix to this chapter includes a brief
explanation (with further references) of the procedure followed to derive the NBES. For
Altimir 1979; for 1977, CEPAL-PNUD 1990; for 1981, the author’s own estimate; an analytic criticism of the ECLAC and World Bank approaches, see Boltvinik
1984 and 1989, INEGI-CEPAL 1993; and for 1994 through 1998, CEPAL 2001. 1996a, 1999, and 2000.
World Bank data are from World Bank 1999: 52-53, except for 1981, which is the B Setting aside studies by international organizations (see Altimir 1979 and Bergs-
author’s estimate. man 1980), the first poverty estimates made by Mexican researchers were CO-
Note: The BHL data estimates for the 1968-1984 period are based on income data ad- PLAMAR’s calculations for 1977 (COPLAMAR 1982a). Hernédndez Laos (1992)
justed to national accounts, while the estimates from 1989 onwards are based on was the first Mexican researcher to construct a data series on poverty evolution in
household income data not adjusted to national accounts. Therefore, the estimations Mexico. Levy (1991) estimated poverty in Mexico for the World Bank, but he only
are not strictly comparable and should be analyzed as separate series. did so for 1984, using a very low extreme poverty line and COPLAMAR's moder-
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Sources: The Boltvinik-Herndndez Laos (BHL) data for 1968-1984 are from He
Laos 1992; the remaining data in the BHL series are the author’s estimates. E
(Economic Commission for Latin America and the Caribbean) data for 1968 are f
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Tables 11.4 and 11.5 present an overview of the evolution pf o
poverties in Mexico between 1970 and 2000.2° In these series ag
can distinguish three periods in the evolution of the satisfaction,
cific needs. However, because of differing dates for the available
these periods are not the same as those for income poverty., j

During the 1970s the evolution of specific poverties parallele
very rapid decline in income poverty. In the 1980s, however,
poverties and income poverty diverged. Specific poverties cong
decline (albeit more slowly), but the trend in income pove
dramatically. Income poverty continued to increase during
1990s (although at a lower rate), before experiencing some de
the end of the period (1996-2000). In contrast, most of the
poverties fell during the 1990s at a faster rate than in the 198
notable exception was social security poverty, which worsened duy
the early 1990s and closed in 1999 at the same level as in 1989

The first part of table 11.4 presents measures of the incidence ;
equivalent incidence of educational poverty for both adults and sche
age children. Incidence is defined as the proportion of poor Peopléi
given population, while intensity tells us how deprived the poor.
and is measured as the relative gap in relation to the norm., Equivalg
incidence, in turn, is defined as the product of incidence and inte
The general pattern in the equivalent incidence of adult educa
poverty and in the incidence of child educational poverty (nor
attendance at school) was a rapid decline during the 1970s, followed b

ate poverty line. Alarcén (1994) made similar estimates for 1989. Panuco-La
and Székely (1996) estimated the incidence of extreme and moderate poy
during the 1984-1992 period using (implicitly) similar conceptual definiti
the ECLAC but not the same poverty lines. They arrived at the rather strange cor
clusion that poverty decreased between 1984 and 1989 (a period characterized by
stagflation) and then remained constant during the 1989-1992 period (years chat
acterized by economic growth and lower inflation levels). Later, Székely we
with Lustig (Lustig and Székely 1997) and corrected this odd result for the 1
1994 period using the ECLAC's poverty lines and adjusting income survey figu
to national accounts. More recently, Damian (2000), Romero (1999), and Escotto
(n.d.) have undertaken analyses that develop the integrated poverty measurement
method in various directions. Damién, for example, has developed the time-
poverty aspect of this method, while Escotto has enriched the methodology.
2 In some instances, 1999 was the most recent year for which data were available.

The indicators designed for adult education, housing space, and housing
vices are such that they capture both the incidence and intensity of poverty, W
when combined, measure the equivalent incidence of poverty. The notes at the
foot of tables 11.4 and 11.5 define the concepts and explain the specific procedures
employed.

Inequality, and Poverty in Mexico 407

- decrease in the 1980s, and then a partial recovery in the rate of
5. - in the 1990s. ‘ ,.

, should be noted, however, that in the adult equivalent mc1denc.:e
Jtor the differences among these decades were not as marked as in
* e of child educational poverty. The incidence of moderate adult
' ational poverty (adults who have completed six or more, .but less
nine, years of schooling) tended to increase when the first two
"~ curement categories—educational indigence (zero schooling) and
'\ me educational poverty (adults with less than six years of school-
_ decreased. This is what happened in the 1970s, for instance, indi-
ine changes in the composition of educational poverty. ‘

' anges such as these make it clear that poverty incidence by itself
nnot be an appropriate indicator because it does not take into account
k. poor the poor are. This characteristic is disclosed by the equivalent
idence indicator, which (as noted) combines poverty incidence and
tensity. 2 It shows a decline in the three main periods, with the 1970s

eing the fastest and the 1980s the slowest. The average equivalent in-

idence indicator for both adult and child educational poverty shows

he same pattern. e
' The data in the second part of table 11.4 refer to poverty in living

pace and housing services. These measures include one indicator of

crowding (poverty of living space, which has been constructed as
equivalent incidence indicator) and an equivalent incidence indi-
or for poverty in housing services, which is decomposed into one
sure of the overall incidence of housing services poverty and spe-
ic measures of incidence in three different strata (indigence, ex-

freme poverty, and moderate poverty). These strata measures are
summed to obtain the overall incidence of poverty in housing ser-
-

The indicators for both overcrowding and the equivalent incidence

of housing services poverty show a similar pattern of deceleration in
the downward trend from the 1970s through the 1980s. In the 1990s, in

??Because the figures on education and housing services reported in table 11.4 have

been calculated without access to the original databases, it was not possible to cal-
culate effective poverty intensities (gaps) at the household level. For this reason,
the intensities used to obtain the values in row 5 are the average intensities that
would result if all households in a given poverty stratum (extreme poverty, for
example) were at the midpoint of the stratum’s gap range (6/9 in the case of ex-
treme educational poverty; see the explanatory note in table 11.4). In the case of
education, this procedure misses improvement over time within each stratum. In
the case of housing services, the procedure correctly captures the number of ser-
vices below the norm, but it misses the intensity (when applicable) of poverty
within each housing service category.
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Looking first only at the average rates of change for longer periods
(decades or periods of similar length), all signs for the measures of
specific poverties were negative. This indicates that the equivalent
incidence of all specific poverties declined during the 1970s, 1980s,
and 1990s.

For all three summary indicators, the rate of decline slowed during
the 1980s, and in two instances it accelerated again in the 1990s (al-
beit without recovering the rates of the 1970s).

When the rates of decline are calculated for the 1980-2000 period
and are contrasted with the rates achieved in the 1970s, the latter
were on average 100 percent greater.

# The available data here are yearly figures drawn from the administrative records
of Mexican social security institutions, allowing one to set any cut-off years. Un-
fortunately, the earliest available year for the health care indicator is 1978.

The proportion of the population that exceeds the
was selected as the indicator of living space poverty because it ex

incidence. (In contrast, an indicator reflecting the proportion of
crowding.) For the measurement of poverty in housing services

three strata: indigents (those without any of the three s

gap” (1 for indigents, 2/3 for the extremely poor,

10 These values are the product of incidence multiplied by intensity. .

completed the six years of elementary education but who have not com:
equivalent incidence of adult educational poverty, each stratum’

were weighted by 1 (their gap is total and includes the nine

by 2/3 and the indicator for children was weighted by 1/3 to reflect
® Proportion of the population that exceeds the normative capacity of the dwellings in which they live.

the extremely poor (those with some degree of instructi
weighted by 6/9 and 2/9, respectively (in each instance,
(those with two services). To measure the equivalent

from the 2000 national population and housing census.

“

gé % g § § E é E gﬁ o ast, the declining trend in the overall incidence of housing services
§ E 2 o ;%D § S 5 "; E i 5 % "rty'accelerated slightly, whereas the declining trend in overcro.wd.-
g ¢ 2 % Ee .Ec Tyt 2 ® further decelerated. On average, the indicator of equivalent inci-
E EE-E: g '5 B ‘95 g % g 8 ®  in living space and housing services poverty followed the same
g 3 g gy oo ggES E : on as the indicator of educational poverty: a decrease in all three
% E g'ﬁ; § -é %u_ '5T _E" g £ i :5, S ~iods, with the fastest decline occurring in the 1970s and the slowest
8§ »°8 Tl L, S0 » 2 @ S.
go é% e é f g £4 ng EE “g § :gdsfta presented in table 11.5 refer to the equivalent incidence of
{39 g 3 ’gtdu E g E" g 2 2 E Fgo *§ 3 Llth care and social security poverties.? In this instance, the years 1981
§ g . E 534 P g Lg% ; g S | 1089 were used as cut-off dates because both were years of change;
i 2% F: .;E ‘EE g: E = 5 & marked the end of sustained economic growth in Mexico, and
i E '% %-S E & g ;, 895 5 ﬁ & & # was the end of the economic crisis of the 1980s and the beginning
- fe2% E § 5 2 E Es; g £ an economic recovery that lasted until 1994. Health services poverty
E g g 8458 g3 @ 2 g 3 é‘ 9 becreased rapidly during the 1978-1981 period (at an average annual
EX: “3 ii §° g '§ $E 8 k™ EB k. of 6.4 percent). It fell at a moderate rate between 1981 and 1989 (an
gg g ﬁ o g g g § géf E £ g _, of 2.4 percent per year), and it decreased at a sh'ghtly fas?er
EERZFESE IR 852 verage rate (3.5 percent per year) during the 1990s. Social security
£ E s Tgbﬁ ié’ g ; §8w '!3 E g moverty declined at a moderate rate (an annual average of 3.4 percent)
;5 ; ¢ ; "% E ° 5 -,E: 3 % g B = g 5 een 1970 and 1981 and at a slower average rate (2.5 percent per
g ;&i * %"E %5 ﬁ Bol s % 3 E ) between 1981 and 1989. Between 1989 and 1999 it ceased to de-
SE38 T8 §§ ¢ 'E:'ﬁ ) g & & tline. This constancy is explained by the radical shift toward an in-
§ '; E'-g g %o :‘0 g4 g ’%‘ ? § b% ‘?,’ crease in social security poverty that occurred between 1989 and 19'5_95
§ 50 g8 é g2 E éé g% E (the last year showing the same level of social security poverty as in
§regeg2y i he 2 g g 1981) and then a sharp fail from 1995 to 1999.
§~-'E~' = EE & % K s g In sum, the following patterns emerged in tl?e three.summary indi-
5 & E §.78 a ',% E cators employed in this analysis (the last row in the first and second
g & -'% ,é % parts of table 11.4 and the last row in table 11.5):
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Sources: COPLAMAR 1982b; Boltvinik 1998; and the author’s calculations based on Instituto Nacional de Es
3 Proportion of school-age children (6 to 14 years of age) not attending elementary school.

8 Proportion of the population with two housing services at or above the norm.
? These values are the sum of the three preceding categories.

? These values are the product of incidence multiplied by intensity.
7 Proportion of the population with one housing service at or above the norm.

Note: For the measurement of educational poverty, the poor
! These values are the sum of the three preceding categories.

TABLE 11.4 continued




TABLE 11.5. Equivalent Incidence of Health Care and Social Security Poverties in Mexico, 1970-1999 (percentages)
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Sources: COPLAMAR 1982b, Boltvinik 1998,

and the author’s calculations based on Instituto Nacional de Estadistica, Geografia e Informatica

(INEGI), Cuadernos de salud v seguridad social, various years.

! The data series for health services poverty begins in 1978; the series for social security poverty begins in 1970.

2 Proportion of the population that is not adequately protected by public-sector health insttutions,

which is calculated by subtracting from the to-
number of doctors, nurses, hospital beds, labora-

tal population the average population that can receive appropriate attention from the available

tories, and operating and x-ray facilities.
3 Proportion of the population not covered by public

-sector social security institutions, implying a lack of income protection against sickness, inca-

pacity, old age, or other covered risks.
# The INEGI's Conteo de poblacidn, 1995 and XII Censo general de poblacion y vivienda, 2000 indicate values of 62.5 and 58.6, respectively, for 1995 and

2000.
5 Simple average of the preceding two categories.
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fore, our stylized (or simplified) conclusion is that specific pover-

conﬁnuEd to decline from the 1970s through the 1990s —with the

* ot rates of decline in the 1970s, the next highest during the 1990s,

"+, much slower rate of decline in the 1980s. .

One reason why this pattern contrasts so strikingly with the trends

. come poverty during the 1980s has to do with the nature of the

_bles being analyzed. The income variable is a flow variable, while

;_.'U others are stock variables. With flow variables, today’s level is not
d (at least not strongly) to yesterday’s level. One’s income today may

'zel‘o even though yesterday it was very high. With stock variables,

yever, yesterday’s level largely determines today’s level. Houses
Lt had indoor plumbing yesterday almost certainly will have it today.

 order to reduce the weight of this feature, tables 11.4 and 11.5 in-
de some flow variables (such as the proportion of the school-age
B dation attending elementary school) and rates of change for stock
bles. Even so, the nature of a variable cannot be changed; an adult
sith a secondary education will be at that level for her or his entire life.

" A second reason for these observed differences derives from the fact
nat a non-commodity form of access (in the form of public transfers or
.producﬁon) is predominant in the needs analyzed in tables 11.4
':“ 11.5. Public transfers clearly constitute the main route of access in
such as education, health care, and water and sewerage. In other
words, the determinant source of welfare here is the fourth welfare
source identified at the beginning of this chapter: access to free govern-
me t-provided goods and services. In the case of other needs, access
gecurred primarily through self-production (for example, self-built
housing). The so-called social wage behaved differently than current
ome during periods of economic crisis. Public social expenditure
was not cut during the 1980s, even in per capita terms.? Structural ad-
justment in education and health services did not proceed by reducing
the volume of employment and services; rather, it occurred by de-
pressing the real wages of teachers, doctors, and nurses.?

Given the worldwide fashion of privatizing the social sphere and
Mexican attempts to “rationalize” public expenditure and eliminate
subsidies, one should value the fact that— despite the pauperization of
their parents — children did not stop going to school in the 1980s or in

B See the discussion in later sections of this chapter and in Boltvinik 1998.

% There was, nevertheless, a marked slowdown in the growth of services compared
to the 1970s, and it is very likely that in many instances there was a decline in the
quality of services as well. A question for political scientists to answer is why the
administration of President Miguel de la Madrid (1982-1988) did not adjust social
expenditure more dramatically, as it did with such important areas of expenditure
as rural development and infrastructure investment.
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1995, because education is free (that is, it has been decommeg
Thus institutions in the social sphere continued to provide pro .. 3
even though it was insufficient, uneven, and sometimes co‘ e second half of the 1990s witnessed a general recovery and re-
tory —during these periods of economic crisis. 3 - 4 downward trends in all specific poverties, including income and
In sum, the data in figure 11.1 and tables 11.4 and 115 demon security poverties. However, economic recovery came to an end
that: ; ‘,. reversing some of these trends. For instance, the population
'ered by the Mexican Social Security Institute (IMSS) decreased in
eolute terms during 2001.

rply with the 1994-1995 financial crisis. Moreover, for the first time
'." exico, & historic reversal occurred in social security coverage.

e Educational and housing poverties maintained the same do: ;-A
temporal profile—rapid decline, slowdown, and partia] a
tion—in the three periods studied, with poverty levels dimintek

throughout. yE EVOLUTION OF SOCIAL EXPENDITURE

e Trends in health care and social security poverty followe +e evidence presented in the preceding section demonstrates that in a
downward trajectory that slowed between the first and secg ne-series analysis the correlation between income poverty and spe-
riods, and then changed sign and increased during the first fic poverties is very low, sometimes approaching zero. Indeed, an
the 1990s (for social security) and continued slowing (for : ysis of the evolution of both types of poverty over time reveals dif-
services). However, recovery of the downward trend in the ferent (sometimes diametrically opposed) patterns. The obvious expla-
half of the 1990s brought health services into line with the cop ation is that the factors that determine the satisfaction of some
pattern, while it brought social security poverty to a zero rae seeds—such as education, living space, housing services (access to
change during the 1989-1999 period. 1 sived water, sewerage, and electricity), and access to health services—

* Income poverty declined between 1968 and 1981, increased be are n?t e S s the Sactors thay .dete.r e the g
tween 1981 and 1989, and approached stabilization between Qi urtent income, The correlatlon-ls 2lso lmperlfect_ WI_len C ro‘ss|—
and 1994. However, it again grew very fast between 1994 and 109 ional analyses are performed at a given moment in time; a signifi-

sinpilad il i 3 Loantaiy . t proportion of households is income-poor but not poor in terms of
q i e and the way it w > satisfaction of basic needs, or vice versa (Boltvinik and Herndndez
managed, before decreasing between 1996 and 2000,

Laos 1999: section 5.4).

Public social expenditure is a fundamental determinant of most of
these specific needs (except ownership of durable household goods
and, partially, access to housing). Figure 11.3 illustrates the yearly
evolution of per capita public social expenditure between 1970 and
2000, using four alternative price indices to deflate the expenditure se-
ries in order to express them in constant prices. Using generic deflators
(such as the national consumer price index or the price index implicit in
the gross domestic product) yields abrupt declines in social expendi-
fure in 1983 and in the 1985-1988 and 1994-1995 periods. The index
values (1980 =100) in 1988 were 68.6 using the price index implicit in

than in the 1970s. At the same time, income poverty increased at EIDP .and 55.'2 UG ﬂ.le Hatieral boneurer price Hices, I‘EpTeSEl‘lﬁfl:g "
alarming average rate of 3.5 percent annually. drop in social expenditure of 43.3 and 53.7 percent, respectively, from

The 1989-1994 period (or 1990-1995, depending upon data avaik égg_ ‘the FRSE Iaine g Fapitﬂ socidl exp enditt;lre read‘ledf s It)::ak'
ability) should not be viewed as a return to the dynamics of the 19708 N C]ICUIILStaI-lCES.WO.uld sigual a fus calasiap ! LT L
] are not appropriate indices to use as deflators of social expenditure.

despite the notable recovery in the rates of decline for specific poverties S - ;

(oxcept sl securky an e o, b neome povey s, 0 s odics wers eed 0 i more st peture of

tinued to rise (although asymptoticall i j | 4 ' A
( gh asymptotically) until 1994 and then jumped trast to the national consumer price index and the price index implicit

The two noteworthy exceptions to the general pattern of declining poy
erty were income poverty and social security poverty. Both may
considered types of poverty that are determined more by market force
and government economic policy than by social policy.

Thus the 1981-1989 period cannot be characterized simplistically a
a retreat on all fronts. Because of the continuation of government social
welfare expenditure, several policy measures that promoted the horis
zontal expansion of social security protection, and the maintenance of
minimum conditions for improvements in housing, all of the specifie
poverties examined here continued to decline, albeit at a slower &




FIGURE 11.3. Real Per Capita Social Public Expenditure in Mexico, 1970-2000

- —@- — Consumer Price Index

.¥- . . Gross Domestic Product Price Index

i COMIMUNAl Services Price Index

cercefinee PUBNIC Consumption Index

0002
6661
8661
| 2661
9661
5661
:veet
€661
| Z661
1661
0661
6861
(0861
1861
:996L
5861
7861
€861
2861
1861
0861
6261
8261
2261
o261
561
v261
€261
(2261
1261
0261

150

140 |

130

120 -
110 4
100 4
90
80 -
70 J
60 4 &
50

(001 = 0861) anjeA xapu|

. Inequality; and Poverty in Mexico 417

=pp (which reflect, respectively, the evolution of consumer prices
riceS for the economy as a whole), these alternative indices — both
Lbich refer to the public sector —are based on the basket of specific

"1 and services that are acquired with public social expenditure.

The first, the implicit index in public-sector value added in commu-

ervices (or the communal services value-added price index, CSVAPI)

- takes into account value added. In practical terms, therefore, this

' is limited to wages and salaries paid, although in principle it also

Judes the consumption of fixed capital while omitting intermedi-

S consumption (government purchases). The slower evolution of the

sUAPI reflects the pattern of wages and salaries paid to public ser-

o (doctors, teachers, and nurses, among others), which during the

ind under analysis rose far more slowly than inflation in general.

blecting the CSVAPI as the deflator is equivalent to underestimating
: rise in the cost of what is paid to provide public services; therefore,
o it to deflate the expenditure series entails an overestimation of
blic social expenditure in real terms. Nevertheless, these biases
hould not be empirically important given that government purchases
resented only about 20 percent of total government consumption
ing the 1988-1996 period and only 4 to 6 percent of education ex-
diture (which, in turn, represented close to 50 percent of total public
:_;:' cia expenditul‘e).

The public consumption price index (PCFI) is the most appropriate
index to reflect changes in the cost of public consumption because it
includes gross value added and the purchase of current goods and
ices. There are enormous differences between the evolution of the
index of purchases and the index of value added; in fact, in years of
strong inflation, the index of purchases is almost twice the index of
walue added. For this reason, the proportion of wages (value added) in
fotal expenditure determines the level of its price index. In education,
Where purchases represented 4 to 6 percent of total expenditure, trends
in teachers’ salaries were the principal determinant. In the health care
sector, government purchases represented between 20 and 25 percent
of public expenditure. We can conclude, therefore, that it makes a great
deal of sense to choose the average of the indices of public consumption
in health care and education as the provisional deflator for public social
expenditure. The choice of the simple average is based on the fact that
the amounts of public expenditure in education were similar to those in
health care during the period under consideration.

The pattern of real social expenditure after 1983 changes radically if
we use the PCPI to adjust for inflation. Even in the worst year (1988),
the index expressing the evolution of per capita social expenditure
(1980=100) stayed slightly above 100, meaning that social expenditure

from RNECE

ile |

expenditures. For 1970-1999, INEGI, Anuario estadistico de los Estados Unidos Mexicanos, various years; for 2000, INEGI, El ingreso y el gasto piiblico

en México 2001 (Aguascalientes: INEGI, 2001). Consumer price index data are from www.inegi.gob.mx; data for the other indices
Sistema de cuentas nacionales: cuentas del sector piiblico, various years, and Sistema de cuentas nacionales: cuent bienes 7

Note: The graph shows four series of the evolution of real per capi

Sources: Author’s calculations based on Instituto Nacional de Estadistica, Geograffa e Informética (INEGI) data regarding current social public
capita public s
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per capita did not decline in comparison to 1980. Even when the
values (the lowest attained) are compared with those for 1981 (a
exceptionally high expenditure, well above the trend), the de ird
far from catastrophic —11.7 percent using the PCPI and 4.3 pareac
ploying the CSVAFIL Thus the trend in social expenditure g
1983-1988 period can be regarded as one of stagnation, a viey ¢
consistent with the deceleration in the downward trend of s
poverties that was noted in the preceding section of this chapter,

44.6. Incidence, Intensity, and Equivalent Incidence of Poverty in
Mexico, 1984-19981
Year Percent Change

1984-  1989- 1992- 1984~
1984 1989 1992 1998 | 1989 1992 1998 1998

Integrated Poverty

0685 0734 0742 0.753 72 T4 1.5 9.9
0391 0435 0455 0479 113 4.6 5.3 225
0.268 0319 0338 0361 19.0 6.0 6.8 34.7
THE INTEGRATED POVERTY MEASUREMENT METHOD AND *

PARADOX OF UNEVENLY EVOLVING POVERTIES Unsatisfied Basic Needs Poverty

The Evolution of Poverty as Measured by the Integrated

0750 0701 0.707 0.677 -6.5 0.9 -4.2 -9.7
Poverty Measurement Method and lts Components 0466 0454 0467 0479 -26 29 2.6 2.8
0349 0318 0330 0313 -89 3.8 -5.2 -10.3

Table 11.6 presents information concerning the incidence, intensity, ap
equivalent incidence of poverty in Mexico in the period between 18
and 1998, calculated by applying the integrated poverty measure
method (IPMM) to databases in which household income data
already been adjusted to national accounts. It also presents disaggre
data on unsatisfied basic needs and poverty line-time components,

These data show that the proportion of poor people in Mexico's ¢
tal population rose from 68.5 percent in 1984 to 73.4 percent in 19
74.2 percent in 1992, and 75.3 percent in 1998. In other words, there a8
a relatively rapid rise in the incidence of poverty between 1984 ang
1989 and an apparent stabilization between 1989 and 1998. In fact, this
last period is comprised of three subperiods: stabilization, 19891994
rapid increase, 1994-1996; and substantial decrease, 1996-2000.

Comparably quantified evidence is missing for 1994, 1996, ang
2000.% In 1996 the incidence of poverty (as calculated by the IPMM)
might have approximated 80 percent, and it might have declined to 72
percent by 2000. However, information about the level of poverty
(again, as calculated by the IPMM) prior to the 1982 debt crisis is lacking,

incidence

Income-Time Poverty

Incidence 0.508 0.628 0649 0.694 236 3.3 6.9 36.6

ntensity 0484 053 0547 0572 107 21 46 182
Fquivalent 0246 0336 0355 0397 36.6 5.7 11.8 61.4

incidence

‘. ce: Author’s calculations from databases from the Instituto Nacional de Estadistica,

' Geografia e Informatica’s national surveys of household income and expenditure for
each of the years reported. Household income data have been adjusted to national ac-
counts.

1 Calculated via the integrated poverty measurement method. See this chapter’s meth-

odological appendix for a discussion of this method.

A huge increase must have occurred between 1981 and 1984, so that the
1984-1989 rise is only part of the growth that occurred —which might
‘have been as large as 10 percentage points over the 1981-1989 period. If
this is in fact the real picture (and the strong income evidence pre-
sented in figure 11.2 points in this direction), then the incidence of inte-
grated poverty experienced a very substantial increase during the 1981~
1989 period, followed by stabilization (with some fluctuations) in the
1990s. This, then, is a pattern similar to the one previously discussed
concerning income poverty.

Not only did the incidence of poverty expand during the 1984-1998
period, but there was also a change in its structure, with more people
In extreme poverty and more indigence (strata not included in table

% The author has in fact used the integrated poverty measurement method fo!
quantify the incidence of poverty for 1994, 1996, and 2000, but these calculations
were performed without adjusting household income to national accounts. The
results show that poverty increased sharply from 75.8 percent in 1994 to 81.9 per-
cent in 1996, then grew slowly during the following two years (reaching a level of
80.3 percent in 1998), and fell significantly between 1998 and 2000, ending the pe-
riod at 77.0 percent. If the 1994-1996 and 1998-2000 trends thus depicted were o
be reproduced in the adjusted series, adjusted poverty calculated by the intes
grated poverty measurement method would have been 80.1 percent in 1996 and
72.3 percent in 2000.
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11.6).2 The growth in indigence in fact explains the entire jnem
the number of the poor. This implies a rise in the average ,' 3
poverty, and as table 11.6 shows, poverty intensity did grow
than the incidence of poverty. Poverty intensity (or the avera e 3
integrated poverty) rose throughout the period, from 0397 gm 7
0.435 in 1989, 0.455 in 1992, and 0.479 in 1998. Indeed the w
structure of social stratification worsened. This change can ’be su
ly expressed: in 1984 there were four indigents for every
upper class, while in 1998 there were almost seven; in 1984 ﬂ'lere'-
two indigents for every member of the middle class, and in 1998
were three. I

Because not all the poor are equally poor, simply adding
number of poor is like adding apples and oranges. It is usefu]. the
fore, to shift our focus from the incidence of poverty to the qu;iv
incidence of poverty, using instead of the number of poor people
number of equivalent poor (that is, the standardized number of p
individuals). If we multiply the number of poor individuals in a ,
hold or in a stratum by their average gap, we estimate the equive e
incidence of poverty for the group; dividing this product by the
population, we derive the equivalent incidence. Table 11.6 shows
the equivalent incidence of poverty (as measured by the IP .
very rapidly over the 1984-1998 period, from 0.268 in 1984 to 0.3¢1
1998. This represented a substantial 19.0 percent increase between 168
and 1989 and smaller increases between 1989 and 1992 and be
1992 and 1998.

In the author’s view, the IPMM is the poverty measurement metho,
that most appropriately grasps the magnitude of poverty. It does st
because it considers five of the six sources of welfare outlined at the
beginning of this chapter. On the other hand, the best practice f
quantifying poverty whenever income or consumption expendi re
are involved is to adjust survey income data to national accounts, B
nally, the equivalent incidence of poverty is the most adequate mea
of poverty for a nation or any given set of households.?Z On all

[

% Indigence is defined here as a situation in which a household meets less than half
of social norms. Extreme poverty is defined as being below two-thirds of those
norms,

27 This is not a fashionable statement. Indices like those constructed by Sen (1981
f:hap. 3 and appendix C) and by Foster, Greer, and Thorbecke (1984), which take
into account income distribution among the poor, give the gap of the poorest
greater weight than its numerical value would grant directly. Both indices asst me
decreasing marginal welfare (or utility) at all levels of income. This is in!pllﬂﬂg
formulated in the “weak transfer” axiom (one of the three axioms from which Sen
derived his index), which states that a pure transfer of income from a richer per-
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- nds, one must conclude that poverty grew substantially (by 34.7
cent) in Mexico between 1984 and 1998 (table 11.6).

rhe basic components of integrated poverty, as calculated by the
are unsatisfied basic needs (a direct measure of the actual dis-
i faction of a set of needs) and income-time poverty (an indirect
Ceure of potential satisfaction of another set of needs, whose welfare
» is current income, combined with actual dissatisfaction of free-
—e needs). Table 11.6 disaggregates the incidence, intensity, and
ualent incidence of unsatisfied basic needs and income-time pov-
4 for the 1984-1998 period. Most notable are the inverse trajectories

M,

¢ unsatisfied basic needs and income-time poverty. The incidence of

as measured by the unsatisfied basic needs indicator declined
onificantly between 1984 and 1989 (from 75.0 to 70.1 percent), stabi-
~d between 1989 and 1992, and then decreased again to 67.7 percent

1 1998. Its 1998 level was substantially (9.7 percent) below the 1984
wel. In contrast, both the incidence of income poverty (not shown in
2ble 11.6) and the incidence of income-time poverty rose throughout
his period, especially between 1984 and 1989.2

" In which components of the integrated poverty measure did the
suivalent incidence increase? Although the intensity of unsatisfied

basic needs declined slightly between 1984 and 1989 (from 0.466 to
0454 in 1989), the relative gap for income-time poverty grew substan-
fially, from 0.484 in 1984 to 0.536 in 1989 (table 11.6). Intensities in both
categories increased slightly between 1989 and 1992, and between 1992

son to a poor person below the poverty line—without making either cross the
poverty line—must reduce the poverty measure (Sen 1981: 186). The transfer im-
plies an increase in the richer person’s level of poverty and a decrease in the pov-
erty level of the poorest. If the richer person is also below the poverty line (the

only case of interest, as otherwise the equivalent incidence indicator meets the

‘axiom), the only valid reason to argue that the decrease in the poverty level of the
. poorer person will be larger than the increase in the poverty level of the richer

person is that marginal welfare (utility) is a decreasing function throughout. This,
however, is disputable. For arguments along these lines and for alternative posi-
tions, see Desai 1992 and Boltvinik 1993: 636-38.

3 The incidence of income poverty rose abruptly between 1984 and 1989, from 41.3

to 55.6 percent. Income poverty as measured here, using a poverty line derived
from the normative basket of essential satisfiers (NBES), differs from that mea-
sured by applying the poverty line method in its NBES variant, as in figure 11.2.
The difference results from subtracting from the NBES the total cost of those items
in the budget (such as housing) that were directly accounted for in the measure-
ment of unsatisfied basic needs. At the same time, expenses for these categories
were subtracted from household income, so that what is being contrasted is dis-
posable income for a set of needs versus the cost of satisfying those needs at the
normative level. See this chapter’s methodological appendix for more details.
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and 1998 the intensity of unsatisfied basic needs rose slightly while
intensity of income-time poverty increased substantially, Qyep
1984-1998 period as a whole, although the intensity of unsatisfied j
needs poverty remained almost constant (a 2.8 percent increage) .
intensity of income-time poverty increased significantly (18.2 pare

b found that, during the 1980s, different components of poverty
E jyed in contradictory fashion. Income poverty tt:ends chang{?d
- se and the incidence of income poverty began to increase, wblle
'J cific poverties (defined in terms of basic needs, including education,
ol .« g space, piped-in water, sewerage, electricity, and access to health
As a result of these changes, while poverty intensity in these tyq o and social security) continued to decline, albeit more slowly than
mensions was quite similar in the initial year (less than a 4 Pez'cenf L the 1970s. We also found that, during the dec.ade of the 1990s as a
ference), there was a wide gap by the end of the period (19.4 perg Vhole, educational and housing services poverties decreafsed rapidly,
higher for income-time poverty). ' § rates above the pace of the 1980s but beIoW the pace in the 1970s.

Table 11.6 summarizes the average annual rate of change in the oreover, we found that the indicator for soqal se.curlty poverty rose
cidence, intensity, and equivalent incidence of integrated, unsa quring the first half of the 1990s for the first time in n.lodern Mexican
basic needs, and income-time poverties in Mexico for the 1984-1 jistory, and that it was stagnant over the 1989—1'::)99 period gs a whole.”
1989-1992, and 1992-1998 subperiods and for the 1984-1998 period as | What the analysis in that previous section.ﬂlustrated e>'<’t.erna11y
whole. The data show that the equivalent incidence of integrated pg using independent measures for each dimension) has been internal-
erty increased by 34.7 percent over the entire period, and that this sh

2od” and ratified in this section via the integrated poverty measure-
resulted from a 61.4 percent increase in the income-time equivale; ent method. Income poverty grew and unsatisfied basic needs pov-
cidence and a 10.3 percent drop in the unsatisfied basic needs eg

; oty declined between 1984 and 1998. In the earlier, fragmented anal-
lent incidence. In other words, the decline in the latter was insufficies usis there was no way to synthesize the totality of changes in poverty.?
to offset the brutal increase in the former. Because the increase in

The most we could do was to point out the contradictions in the evolu-
intensity of integrated poverty (22.5 percent) was much greater { %on of different poverties. In contrast, the integrated pover‘ty meas-
the growth of its incidence (9.9 percent), the magnitude of the in sment method has allowed us, first, to synthesize the entire set of
in intensity explains a larger proportion of the overall change. indicators for specific poverties in terms of incidence, intensity, and

This conclusion highlights the limitations of employing the ing equivalent incidence of unsatisfied basic needs as a whole.3® second,
dence of poverty as an isolated indicator, as well as the importance the IPMM has allowed us to include the income dimension, which was
taking intensity and equivalent incidence into account. Between 1 ombined with free time to form the income-time dimension. The inte-
and 1989, when unsatisfied basic needs poverty and income-time p ted poverty indicator is constructed as a weighted average of in-
erty followed very different trajectories, these differences appeared i come-time and unsatisfied basic needs, expressed in the measures for
both the incidence and intensity measures. While the incidence of incidence, intensity, and equivalent incidence. '
satisfied basic needs poverty declined by 6.5 percent, the incidence Disaggregating unsatisfied basic needs into the specific poverties
income-time poverty rose by 23.6 percent. And while the intensity that comprise it confirms the following trends:
unsatisfied basic needs poverty fell by 2.6 percent, the intensity of in- |
come-time poverty rose 10.7 percent. In this case, too, the decline in the
unsatisfied basic needs category was not sufficient to compensate for
the rise in income-time poverty, so that both the incidence and the n-
tensity of the integrated poverty measure rose (by 7.2 percent and 11.3
percent, respectively). Once again, the greatest increase was in inten
sity, which turned out to be the foremost contributor to the increase in
equivalent incidence.

The incidence of living space and housing quality poverty declined
from 86.3 percent in 1984 to 78.8 percent in 1989 and to 76.4 percent
in 19923 ratifying the findings presented in the preceding section

® The inability to synthesize is present in most poverty studies by international
organizations such as the World Bank or the ECLAC. A similar problem charac-
terizes the work of the vast majority of researchers who study poverty.

# Among the specific poverties included in the overall indicator for unsatistied
basic needs were health care and social security poverty. These were constructed
as mixed indicators that take into account both access to health care and social se-
curity and the income of households lacking such access.

I This analysis has not been performed for the 1992-1998 period.

The IPMM and Fragmented Analysis: A Comparison of Findings

Up until this point in the analysis, we have obtained results that aré
consistent with the findings in the fourth section of this chapter. There
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y, 111

of this chapter concerning overcrowding in the 1980532 1

‘voLUﬂON OF POVERTIES AND MORTALITY RATES
cators for intensity and equivalent incidence declined a5 ':

o mid-1980s, in the aftermath of the 1982 debt crisis, some observ-
¢ Mexico's social reality (including this author) expected that infant
ity rates would rise as a result of the brutal drop in the popula-
% standard of living. Surprisingly, however, vital statistics for 1982,
a and subsequent years showed that infant mortality rates contin-
5 decline. What observers did not understand at the time was that
| atisfaction of certain needs such as education, health care, piped
tor and sewerage, and housing had not declined along with income.
« section analyzes the evolution of mortality rates by age groups and
Hines an overall hypothesis that links specific poverties and income
¢ty to mortality rates.

* The incidence of sanitation deprivation poverty dropp
between 1984 and 1989, from 63.3 to 55.9 percent. It fol] gm
between 1989 and 1992, closing at 50.4 percent, AIthough
increased slightly during the 1989-1992 period, the final val
lower than in 1984, so that between 1984 and 1992 fhe ;
sanitation deprivation poverty fell from 0.40 to 0.30.

¢ The proportion of the poor without sufficient access to ds
household goods fell from 58.0 percent in 1984 to 53.0 pere
1989 and to 51.9 percent in 1992. The intensity indicatoy gle
clined .33 3

* The proportion of the poor with an educational lag dropped
matically, from 83.5 percent in 1984 to 74.7 percent in 1989 ang
percent in 1992. Despite the high incidence of this form of pax
it must be noted that the intensity was the lowest of all the g
tors evaluated here. Moreover, the intensity measure decli
0.40 in 1984 to 0.39 in 1989 and 0.38 in 1992.

* Health care and social security poverty behaved differently. Its
cidence remained almost constant between 1984 and 1989, a
which it changed course and increased to 48.1 percent by 1992~
above the 1984 figure. Intensity increased over the period e
ined, rising from 0.85 in 1984 to 0.88 in 1989 and 0.90 in 1992.
equivalent incidence remained virtually unchanged from 1984
1989, after which it rose significantly in the 1989-1992 period fg

rty Kills

suntries with significantly different standards of living are also sepa-
* by enormous gaps in life expectancy. For example, in 1994 life
pectancy in Japan was 79.8 years, but in Haiti it was only 54.4 years.
e conclusion to be drawn is that there is a clear link between stan-
ard of living and average years of life. In other words, poverty kills.
Two specific pieces of evidence from Mexico show that, indeed,
gverty does kill. Poor women in Mexico have more children, but these
hildren are less likely to survive than the children of non-poor women.3
his means that the poor die younger than the non-poor, which also
eans that they have a higher mortality proportion.

L Table 11.7 presents information concerning the survival proportion
level far above. the initial year. The deterioration in this dimens the number of surviving children divided by the number of live births)
of welfare during the 1989-1992 period coincided with the ¢ nd its complement (1 minus the survival proportion), an indicator we
tion of health care and social security poverty indicators be :.T-" the mortality Proporﬁon. The data are stratified by standard of
1990 and 1995, although the time periods do not match. The fving and by urban and rural areas, and they are ranked from greater

in this aice also contrasts with the decline in all the other indicato 0 lesser mortality proportion.® The survival proportion increases and
of unsatisfied basic needs.

% The first piece of evidence draws upon results derived from a one-percent sample
‘of the 1990 population census. The second is derived from the 1995 National
‘amily Planning Survey. Details regarding the methodology employed in these
studies can be found in Boltvinik 1996b: 17-19 and Romero 1999.

% There is a methodological problem in the calculation of mortality proportions.
The events (births and deaths) used for the calculation of this proportion occurred
‘over a relatively long period, but they are compared on the basis of a current so-
cial stratification. The evidence, however, suggests that this methodological diffi-
culty is not an important problem in practice. The indigent/non-poor and poor/
non-poor quotients for mortality proportions according to mother’s age showed a
Surprisingly narrow range of variation. If we eliminate the 12-20 age group (which
had very few observations in the non-poor strata), the indigent/non-poor quotient

# Besides overcrowding, this measurement includes an evaluation of the quality of
dwellings in terms of the materials with which walls and ceilings are constructs
and floors are covered.

% Change in this indicator depends upon household income, as does (but only pat
tially) change in the indicator for housing poverty. The fact that it declined fé
quires further explanation.

* These intensity levels have no parallel in the other categories examined here.
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the mortality proportion decreases as one goes from the
better-off strata and from the rural to the urban environm

44.7. Mortality and Survival Proportions in Rural and Urban

Pooreny Mexico, by Standard-of-Living Stratum, 1990

ent"s 0
that the expression “poverty kills” is not a metaphor but a Cru Mortality Survival Relative Mor-
ity. Variation in the mortality proportion in 1990 ranged from 1. jronment and Proportion! Proportion?  tality Propor-
cent among rural indigents to 4.0 percent among the urban up Stratum (percent) (percent) tion?
a r'atio of 32 to 1. If we adopt the urban upper class as a T l indigents 12.8 87.2 3.2
point, more than two-thirds of the deaths of rural indigents’ chys very poor 9.8 90.2 2.5
were avoidable. ' g tedmoor 9.7 90.3 2.4
Among all strata of the rural poor—and even in the “satisfactin Rura moderately p ' ' .
: : , " actia ] satisfaction of 9.4 90.4 24
basic needs and income requirements” stratum—one can g o ura 5 di
mortality proportion that is more than twice that of the urban jpesic %d?r:;e:;
class. As a result, the average rural mortality proportion was 12, e
cent, over three times higher than the one corresponding to the
) : . indigents 8.8 914 22
upper class; the mortality proportion for the rural poor as a wholes 9
12.3 percent. This figure means that two-thirds of rural deaths—p Urban very poor " - L
cally deaths of poor people —were avoidable. ' firban moderately poor ft gas Le
The mortality proportion of the total rural population was subst Urban satisfaction of 4.6 5 =
tially higher in 1990 than that of the total urban population (12.2 vers basic needs and in-
7.5 percent). However, only part of this difference can be explai come requirements
the rural population’s greater poverty. Comparing the same en middle class 2 o8 i
strata in both environments, we note that there was always a diffe Urban upper class 40 9.0 s
in favor of the urban population. Part of the difference in mortal
proportions must stem, then, from factors that are not measured Total rural poor 12.3 87.7 3.1
poverty index. These would include, for example, access to hea It ‘Total rural population 12.2 87.8 3.0
services.” Indeed, the ratio of mortality proportions among rural ar
urban indigents was 1.4 to 1; it was 1.3 to 1 among the very poor,. fotal urban poor 8.0 92.0 20
1.5 to 1 among thfa moderately- poor. Even among the population w ) Total urban popula- 75 92,5 1.9
basic needs and income requirements were satisfied, the ratio was 1 B
to 1. If there were no significant measurement errors, these figures woul
indicate t‘hsft rural-urban mortality differences sharpened at higher stat Wotal poor 94 90.6 24
dard-of-living levels. :
otal population 8.7 913 2.2

: Boltvinik 1994: chap. 12.
culated as non-survivors among live births, multiplied by 100.

ranged from 1.48 among mothers over 70 years of age to 2.73 among those
31 to 40, while the poor/non-poor quotient varied from 1.40 to 2.28. If the g
of mothers above 70 years of age is eliminated, the range of variation in the
tients becomes very narrow (ranging from 2.13 to 2.73 in the first case and
1.86 to 2.28 in the second instance). Thus the conclusions presented in the
would not be altered if we calculated mortality proportions only for the youn; ; :
group of women, thereby shortening the tim:yg:p }fetw S ihe ivents (byuths A Romero (1999) used micro-level data from the 1995 National Family
deaths) and the stratification employed in this analysis. 4 Flanning Survey and the integrated poverty measurement method to
stratify Mexico’s population. He presented results for nine priority states
(Chiapas, Guanajuato, Guerrero, Hidalgo, the State of México, Micho-

al to survivors among live births, multiplied by 100.

Equal to each stratum’s proportion of mortality, divided by the urban upper-class pro-
_portion.

% The calculations presented here using the integrated poverty measurement metlt
od employed data from the 1990 population census (see Boltvinik 1994), !
did not include any questions on access to health services.
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acén, Oaxaca, Puebla, and Veracruz, states that include the.
poorest areas) and for Mexico as a whole, Calculating infantl
for each stratum. Romero’s findings confirmed a strong link.
infant mortality and social stratum. Indigents had an infang
proportion of 41.3 for every 1,000 live births; the correspondiy
for the non-indigent poor was 26.5, and for the NON-Poor it w
Thus the infant mortality proportion among the non-poor
proximately half that of indigents. _
Yet if poverty kills and the poor die at a younger age, w
expected change in mortality statistics not materialize in the g
despite obvious signs that poverty was increasing? Is what can
fied in a cross-sectional analysis (such as that presented a
true over time? We know that mortality rates have declined in vir
all countries where there has been sustained improvement
standards, but is the opposite also true? In other words, when pa
increases in a society, do mortality rates also rise? The following
analyzes the evolution of mortality rates in Mexico.

11977 and 1986, infant mortality rose at an average rate of 0.9 per-
“} ually between 1986 and 1990. This might be interpreted as a
g onse to the 1982 debt crisis, or as a consequence of the new
on in 1986 and its impact on the already deteriorated income
y opulation.
. n‘f,:h ﬁagepseen in the analysis of opportunities for social welfare,
- umption per adult equivalent (TCAE) reached its lowest level
280 When TCAE began growing again during the 1989-1994 pe-
jn.fant mortality again declined quickly. The infant mortality r.alte
:onced a new period of slow growth during the 1993-1995 pe.rlod
;'that partially coincided with the period of economic conlfrachon),
lz' then improved during the 1996-2000 period of economic recov-
In fact, all the drop in the 1994-1999 period came between 1997
1 999 when strong economic growth resumed. Therefore, except _for
11982-1986 period, there was an almost perfect (negative) correlation
Lveen the rate of decline in infant mortality and growth in total con-
;:1 ption per adult equivalent.
‘From 1970 to 1999, infant mortality rates declined from 74.9 to 18.8
r thousand live-birth children. Of the total decline of 56.1 points that
wurred over these three decades, the 1970s contributed more than half
Table 11.8 presents a synthesis of the evolutionary stages of morta 03 points). The 1980‘_1999 period included ten years of @grfailty
rates by age group between 1970 and 1999. In the case of mortality g4 fgnation or slower decline (1986-1990 and 1993-1999), a period w {Zﬂ
in the population between the ages of 0 and 14 years, it distinguisk e net decrease in mff:mt mortality rates totaled only 2 pe?centage Izlom 4.
among seven periods defined in terms of the economy’s overall p In general, mortah_ty _rates f(?r the pre-schf)ol population (ages. to (i
formance. In operational terms, an economic crisis existed wheney fisplayed a pattern S“mla}’ to infant mo.rtahty rates. HOWEVEL_ IESE?;
the average annual rate of change in GDP per capita was negative of a slow drop, I:hxs rate mcr'eased during the 197.4—1977 Perio .'d g
most years (1982-1988, for example). Average GDP per capita grow ’_nd V.ery rapid decline 'm pre-school mortality rates coincide
of less than 2 percent per year defined a mild recession (1976-1977, f losely with the 1978-1981 011 boom. There.was no lagge_d response tlo
instance), whereas a per capita GDP rate above 2 percent annually’ he start of the 1982 debt.CI'lS]S, and the perv‘:)d of stagnation in mor’Fa -
most years defined a growth period (1996-2000, for example). Mortali fy rates was longer. During the lengthy P?rlOd of economic stagnlatl‘on
rates were calculated for periods that approximate (but do not alwa fom 1982 to 1990, the pre-school mortality rate fell .by a cumulative
precisely overlap with) economic periods. [ tota of only 14.4 percent. Yet the raﬁe of decline dur.mg the economic
Despite underreporting and other problems,? the overall tendeng tecovery of the early 1990s was the hlghes.t recorde_td in table 11.8. This
in the infant (under one year of age) mortality rate appears reliablé phase lasted only two years, but the drop in mortality rates (from 2.2 to
During the 1970s (up to 1981), the rate fell slowly during the years from 12 per t_hOUSﬁHd 1.nhab1ta.nts) meant an absolute decrease equwalf:nt to
1974 to 1977 (a period of mild recession) and experienced very rapid ! hat achieved durl.ng the whole.of the 1980s. The acceI.erated decline in
drops during two periods (1970-1974 and 1977-1986) that partially co pre school mortality rates durmg.the 1996—2090 period of economic
incided with eras of strong economic growth. Infant mortality rafe fecovery was also sharper than for infant mortality rates.
continued decreasing despite the outbreak of Mexico’s debt crisis ift Mortality rates fch the school-age population (gges 5 to 14) showed
1982 and the collapse of oil prices, but the decline ended suddenly n ‘almost identical periods and patterns of evolution as those for the

1986. Whereas the rate of decrease had been 7.3 percent per year -vi Pre-school group. The principal exceptions were the absence of positive

The Evolution of Mortality Rates in Mexico by Age Group

3 See the explanatory note in table 11.8 for further details.
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rates during the mild recession of 1976-1977 and some differa

0 the basis of the evidence presented earlier, it is perfectly valid to
the speed of decline during the 1990s. There was a very l‘apld I

jd that two forces acting in opposite directions came into play in the
school-age mortality between 1979 and 1983, when the rate fe]j I. ermination of mortality rates during the 1980s. On the one hand, the
to 6.3 per thousand school-age children (a 25.3 percent decline j 3 _ease in income poverty eroded some aspects of the population’s
four years). As in the case of the infant and pre-school Population .o standards. Several of these aspects are directly linked to the
school-age mortality rate stagnated between 1983 and 1990; the ra ! es of becoming ill and dying: nutritional intake, access to health
from 6.3 to 5.6 per thousand, representing an 11.1 percent de :ces for individuals not covered by social security (who had, there-
seven years. During the 1990s, there was a period of especi , to pay for such services), and housing for persons who did not
decline between 1990 and 1994, a period of stagnation bEtween. 2 a home and had to pay rent. The worsening of conditions in these
and 1997, and a period of average decline in mortality rates from 1 eas drew mortality levels upward. On the other hand, living condi-
to 1999. - s whose satisfaction depends mainly upon public expenditures
In contrast to these trends for Mexico’s younger age groups, ?- 001 attendance, education, public health care, piped water, sewer-
in mortality rates for the productive-age population (15-65 years) e and the availability of household electricity) or which are a stock
cided with just three longer economic periods: the last phase of i iable (such as housing) continued to improve during the 1980s.
substitution industrialization (1970-1981), economic crisis (1981 ;,,.ﬁ‘ improvements pushed mortality rates downward. As a result,
and the shift to a new economic model (1991-1999). Despite the wortality rates during the decade were simultaneously subjected to
of the post-1982 economic crisis, the rate of decline accelerated mward and downward forces —forces that nearly canceled each other
the 1970s to the 1980s. However, it then decelerated substantially dj ut and produced stagnating mortality rates.
ing the 1990s. The overall drop in the productive-age mortality rate w The 1990-1994 period (or a similar one, depending upon the precise
from 5.5 to 2.8 deaths per thousand (a decline of 49.1 per cent). Son jears for which data are available) was noteworthy for the simultane-
what surprisingly, the largest drop occurred during the 1980s.3? ous recovery of trends toward rapidly declining mortality rates among
the three youngest age groups. This development was linked to the fa-
orable evolution of some specific poverties and to the stabilization of
income poverty. It is also likely that some technological advances in
medicine (such as oral rehydration and an increased emphasis on im-

rates by age group. Trends in mortality rates for infants, pre-schoole j:, oved health care for mothers and infapts) and changes m reproduc-
and school-age children each defined seven successive phases o1 fapatterns (see below) mf:ly have shnifted the selationship b.el:ween
1970 to 1999 with the same sequence: very rapid decline, slow declin gving s@dards and mortality rates..Tlus may heve be(_en. P arhculzfrly
very rapid decline, stagnation (during the 1980s), very rapid decling true for infant and pre-school mortality rates, although it is very diffi-
slow decline, and average decline. Rates for the productive-age grou i H_'O Eatablish the quan’ut.atjlve 1mpa‘ct. af guch changes ..
stagnated in the 1990s. S:lnce the 1970s, !;hen, living conditions have l?een the principal de-
This pattern presents a double challenge. The first task is to explail = fnt of mortahfy aites: by age group, espegally at younger ages.
the interruptions or decelerations in the downward trend in mo 7 ese forces lagged in the case of infant mortality, but Pre-school and
rates at three moments in time: the mild recession of the mid-197 school-age mOrtaﬁFY rates‘ sta.gnated almost imn'}ediatel.y m ?:he 19805.as
part of the 1980s (associated with the debt crisis and the fall in E result of a drop in family IREPRR levels. Rapl‘d .dechnes L moziality
prices), and the 1995 recession. The second challenge is to explain whj ‘"" promptly Feappeared in the 1990s wherf !ng conditions began
mortality rates for the productive-age population do not seem to b€ 0 improve and income poverty tfded to stabilize.
affected by economic ups and downs (as the rates for younger M.e>‘c1can den?lographers (Hernéndez Bringas 1998; Romero 1999) have
groups are), and why these rates decelerated during the 1990s when Identified certain factors that can be interpreted as causing a down-

rates for other age groups were recovering their earlier pace of declines Ward trend in infant mortality rates independent of living conditions.
ee sets of factors appear especially important in this regard:

‘Women’s reproductive patterns and maternal health care, the mother’s
evel of education, and whether the mother breast-feeds her baby. In

The Relationship between Poverties and Mortality Rates

The preceding discussion identified phases in the evolution of mortali

3 The following subsection offers a preliminary interpretation of this pattern.
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! Myalim

the first set of factors (the most important of the thr,
between births, the number of children, and the moﬂ:;.)" i
determining variables. According to Hernéndez Brj gas ("ff
tive pattern of Mexican women underwent great Chan’ g
1980s, and he concluded that this shift largely explajni?
mortality rates continued to decline despite the severity of tile
economic crisis.4 b
The behavior of productive-age mortality rates is more diff
unravel. It is particularly hard to explain why, despite fa.
mortality rates continued to drop during the economic .-
1980s. Part of the explanation surely lies in the fact that s -
coverage continued to expand at a steady pace during that p
stark contrast to the sharp shrinkage of coverage during fha
1990, “
It is important to note that a complex process of economi
turing between 1990 and 1995 displaced many people from 4
which was a factor underlying the contraction of social securify
age during this period. Mexico’s adoption of the neoliberal
model brought free trade, privatization, and the rule of the ms
terms of labor, it encouraged businesses to decentralize many activy
a shift that often transformed contractual employees with social .
rity coverage into unprotected independent contractors and |
lancers. Layoffs did not necessarily appear in unemployment sta v
because there is no unemployment insurance in Mexico, but in pra ’
they meant the loss of social security benefits. This change, in addi
to the loss of access to organized, prepaid, and subsidized health &
vices, worsened the impact of losing a stable income. Job loss also
tails stress that can manifest itself as cardiovascular problems or al
holism —factors related to a very significant proportion of deaths in
productive-age group.

much more analysis. Nevertheless, there is a discernible
"% | relationship; both sets of indicators affect mortality. When
" ve in the same direction, as they did in the 1970s, mortality
pidly; when they move in opposite directions, as occurred in
gg0s, mortality rates remain stagnant. This aliows us to postulate
oWing counterfactual hypothesis: if public expenditures had de-
4 rapidly in the 1980s, mortality rates in Mexico would have in-

1 " sets of public policies were important determinants (although
b were not the only ones) in the evolution of each set of welfare in-
tors. Economic policy was a crucial determinant of household in-
. while social policy significantly influenced the satisfaction of
Lific basic needs. Thus our findings in this area highlight the joint
L of economic and social policy. In the 1970s, economic and social
licies acted in the same direction, improving both dimensions of wel-
¢ (income poverty and specific poverties) and producing an acceler-
4 decline in mortality rates. This pattern contrasts with the 1980s,
ten economic policy (and economic crisis) produced an increase in
ome poverty but social policy maintained basic social services (edu-
kon and health care); extended water, sewerage, and electricity cov-
age tO households; and supported the consolidation of households in
por neighborhoods by regularizing land ownership and providing
jpport services. In the 1990s, there was a partial return to the virtuous
cle of the 1970s, as manifested by a renewed decline in mortality
ifes among younger age groups. The picture was clouded, however,
y stagnation in mortality rates within the productive-age group.

The examination of opportunities for social welfare in Mexico that
jas presented earlier in this chapter included only the 1981-2000 pe-
iod. However, on the basis of the many indicators presented in the
ourse of this analysis, we can conclude with a high degree of confi-
ence that opportunities for social welfare increased rapidly between
1970 and 1981. There is also sufficient indirect evidence to estimate the
irection and rate of change for other indicators even when the period
of analysis did not include the 1970s. Thus this concluding section
Summarizes in qualitative terms what occurred over the course of the
three periods analyzed: 1970-1981, 1981-1989, and 1989-1999. The fol-
lowing paragraphs present this information through a vertical reading
jof table 11.9.

From 1970 through 1981 or 1982 (the last phase of inward-oriented
‘development), there was positive synergy in all aspects of social wel-
fare in Mexico. The central objective of public policy was to maintain
economic growth despite the exhaustion of the import-substitution
model (Boltvinik and Herndndez Laos 1981) and to generate well-paying

POVERTY, MORTALITY, AND OPPORTUNITIES FOR SOCIAL
WELFARE

As noted earlier, the tendency for mortality rates to decline stagnate
in both the 1980s and the two other periods of economic recession ¥
have identified (1976-1977 and 1995), particularly among younger ag
groups. The relationship between the two sets of welfare indicatom
(household income and satisfaction of specific basic needs) and mortal

40 Perl?aPs because he based his analysis on demographic surveys (rather than t
adm'ml,strlaﬁve records employed in the present study), Hernédndez Bringas did
not identify the period of stagnation in infant mortality rates.




TABLE 11.9. Overall Assessment of the Evolution of Well-Being in Mexico, 1970s-1990s

1990s
Slow increase, with

1980s
Rapid decline

1970s
Rapid increase

Category

Opportunity set for social welfare

fluctuations
Increase, with

Decline

Rapid increase

Non-egalitarian opportunity set for

fluctuations

social welfare
Equality (income)

Slow decline, with

Rapid decline

Rapid increase

fluctuations
Rapid decline, with

fluctuations
Decline

Increase

NA

Equality (free time)

Slow decline
Decline

NA

Equality (education)

Rapid decline

Very rapid decline

Poverties of education, living space, and

housing services

Slow decline

Decline

Very rapid decline

Poverties of health care and social

security

fluctuations
Slow increase, with

Increase, with

Very rapid increase

Very rapid decline

Income poverty

.Very rapid decline

Rapid increase

Integrated poverty

fluctuations
Rapid decline (except for

years around 1995)

period)

Stagnation (part of
Stagnation

Very rapid decline

Mortality in young age groups
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. Wage policies protected real wages, which continued to rise until
o1 (Boltvinik 1998: 259-70). However, the high point in wages’ share
s national product (the so-called functional distribution of in-
'e) came in 1976. N

' opportun.ities for social welfare increased as a result of both rising
jerage achievements and greater income equality (the only dimension
.:-equaﬁfY with data available for this period). The government con-
sbuted significantly to the growth of these opportunities through
eater public social expenditure, which expanded public social con-

Structural adjustment and

Increase

ontributed to the improvement of living conditions. However, the
sattern of growth that was achieved —based in part on the petroleum
hoom and foreign borrowing between 1978 and 1981 — clearly could not
be sustained in the face of radical changes in external parameters (the
sudden drop in oil prices accompanied by the simultaneous rise in in-
ational interest rates). The period ended with the onset of a severe
economic crisis in 1982.

| During the 1980s Mexico abandoned the import-substitution indus-
frialization model in favor of the neoliberal model, reversing nearly
every positive result achieved in the previous period. The principal
goal of economic policy —to which all other objectives were subordi-
nated — was to service Mexico’s foreign debt. The debt crisis did not just
lerrupt the flow of foreign capital; it actually reversed the flow, and
Mexico found itself having to transfer substantial quantities of capital
abroad. The country financed these transfers with large trade sur-
pluses, which economic policy achieved by reducing aggregate de-
‘mand via peso devaluations, accelerating inflation, and holding nomi-
‘nal wage increases below the rate of inflation. These policies produced
‘drastic declines in real wages and in wages’ share of national product,
placing the costs of economic adjustment almost entirely on workers
(Boltvinik and Torres 1987). Opportunities for social welfare suffered a
1apid decline as a result of both the deterioration of average achieve-
ments and the increase in income inequality, despite the favorable but
very slow change in educational equality and free-time equality that
occurred between 1984 and 1989.

The decline in opportunities for social welfare did not, however,
franslate into widespread increases in all poverties. Although income
Poverty rose very rapidly, specific poverties continued to decline. This
Was a result of public social expenditure, which did not fall despite the

Stabilization and
introduction of the

substitution development

Rapid increase
Final phase of import-

Public social spending per capita
Character of public policies
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severe financial crisis in the public sector. Indeed, Per capita sof
penditure grew (albeit slowly) in real terms during this pepin
worsening of some aspects of the Mexican population’s stand
living (aspects that were satisfied through the market and ths
pended upon families’ monetary income) and the continuine
provement in other aspects (elements that were not dependen ,
families’ monetary incomes) translated into stagnation in '
rates for younger age groups. Although the government's econ
policy pauperized the population, its social policy acted in the
direction. ¥ '

The 1990s witnessed the consolidation of the neolibera] model‘,
rather mixed consequences for welfare and equality. Real per ca
public social expenditure grew at a moderate pace (below the
the 1970s but above that of the 1980s). Average achievements,

' pousing, and housing services povertiels.; the glow Flecrease m
”_. care poverty; and the average increase in Pubhc soc1.al expep(.h-
fii The unfavorable elements were increases in all the mequahn?s
" red here; the stagnation in social security poverty; and growth in
, integrated poverties.

‘eaﬂ?; thesger chanEES were sufficient to explain the very rapid fall
. dren’s mortality rates is an open question. It is likely that d.lanjg-
'medical treatments and emphases in health care, as wgll as shifts in
® reproductive patterns of Mexican women, also contributed to this

scline. i .
" There is nothing in this analysis to suggest, even indirectly, that so-

al policy during the 1970s was inefficient or inefficacious. The sim-
tietic view upon which the shift to targeted social welfare programs
s based —a perspective that maintains that non-targeted expenditure
constitute the non-egalitarian opportunity set for social welfare, hal epresents a waste of resources—does not take into account the com-
their decline and (with some ups and downs) expanded substanig lexity of social dynamics. Rac%ically transforming large population
Yet equality in income, free time, and education decreased. Indeed. roups’ access to goods and services can provoke a cultural change that

-. : . . - . -
the year 2000 income and free-time equality reached their lowest sonverts the goods and services in question into a social need. In sum,
ever. As a result, opportunities for social welfare grew very slowl

e analysis presented in this chapter has yielded nothing that justifies
ending the century at levels below those attained in 1981. e Mexican government’s shift in the mid-1990s to the so-called new
In the 1990s the evolution of specific poverties underwent a

: overty agenda.
compared to the 1980s. Although education, housing, and ho
services poverties resumed a rapid decline, the average of health
and social security poverties experienced only a slow decrease as a
sult of zero change in social security poverty and an average decli
health care poverty. In other words, both sets of specific poverties i
at a similar pace and behaved in a uniform manner during the 19 E
but their evolution was not uniform during the 1990s.
During this same period, the trajectory of mortality rates showe d a
rapid decline positively associated with the favorable, though slow,
increase in opportunities for social welfare. A number of trends favored
the decline in mortality rates in the 1990, including significant growth
in non-egalitarian opportunities for social welfare; the slow but positive
growth in opportunities for social welfare; the very rapid fall in educa-

ETHODOLOGICAL APPENDIX

Methodology for Measuring Poverty: The Normative Basket of
ential Satisfiers and the Integrated Poverty Measurement

thod

This appendix provides a brief explanation of two principal methods
used in this chapter to measure poverty: the poverty line procedure
based on the normative basket of essential satisfiers (NBES), and the
integrated poverty measurement method (IPMM).

‘The Poverty Line Procedure Based on the Normative Basket of Essential
Satisfiers

'This poverty line methodology is known as the budget appro'ach. The
first step is to determine the basket of goods and services required by a
given household during a particular period (a year, for instance). In the
case of consumer durable goods, one needs to distinguish between the
quantities required and their annual use by the household,.the former
being larger than the latter. For example, a household requires a §tove
but uses, consumes, or depreciates only 0.10 stoves each year (if the
stove’s useful life is estimated to be 10 years). In the case of nondurable

#1 Paradoxically, this period included the De la Madrid administration, which
ended some of the anti-poverty programs in operation during the administration
of President José Lopez Portillo (1976-1982). It discontinued completely the Mexi-"
can Food System (SAM) but maintained those elements of COPLAMAR that had
been institutionalized. These included IMSS-COPLAMAR, which continues op-
eration under the name IMSS-Solidaridad and provides free health care services
to the rural population not protected by the IMSS. Similarly, CONASUPO-CO-"
PLAMAR, a joint program with the National Basic Foods Company (CO=
NASUPO), continues to provide basic supplies in rural areas. )
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goods such as food, both quantities are equal. The basket is da
the vector of quantities of annual use. This vector must be ‘
by the prices of goods and services in order to obtain the anny
each item. The sum of the annual cost of all items yields the anmu
of the normative basket of essential satisfiers, which ]
poverty line. This cost is compared with a household’s
sumption to determine whether or not the household is poor,

There are two main problems involved in calculating normag
quirements. The first consists of defining the foundationg fork
normative requirements. In constructing the NBES, two Mmain
were employed: Mexico’s social reality, as reflected in the list of o
and services frequently consumed by households; and Mexican
which reflects a combination of reality and goals. The NBES is thy
operational definition expressing a concept of relative poverty,

The second difficulty is that the list of total requirements mu;
classified into two groups: those satisfiers that must be met § TO
private consumption (that is, the satisfiers that must be produced by
whose cost must be paid for by, households), and those satisfiers |
are to be met through public expenditures (via government pro
public social security institutions, and so forth). Only satisfiers 1 ¢

first group should form part of the poverty line, because this is o
compared with a household’s current income or private consumptic
expenditures.

At this point, there are two possibilities. The simplest one consists
defining a unique classification of satisfiers in both groups, whi
then applied to all households. The second, though more laborioy
option consists of specifying for each household a classification ag
cording to its particular circumstances where access to public transf
is concerned. The first approach was adopted when the NBES meas
was constructed under the auspices of the General Coordination of

National Plan for Depressed Areas and Marginalized Groups (CO
PLAMAR) in the early 1980s. The satisfiers that are to be met through
public expenditures or social security were primary and second
education, for both the school-age population and adults; health:

services; and water supply and sewerage infrastructure. Access to th

services would then be through public transfers. Households would
have to take care of all other satisfiers, which means that access to these
is through the market or through self-production. Applying this single
classification to all households facilitated the necessary calculations but

underestimated the level of the poverty line because, for example, a

household lacking free access to public health services has to pay for

such expenses —even though these are not contemplated in the poverty
line.

e resulting poverty line is then compared with ‘hous.e.hold in-
4 eHere again, COPLAMAR'’s procedure was a simplified one.
verty line was defined for the national average .householcl size
e structure. A better and more accurate alternatxve would have
" to define a poverty line for each household, which can be done
culating the NBES per person or per adult equivalent s0 t?tat
: verty line applied to each household is the resu.lt of mulnplyu?g
. unitary cost by the number of persons or equivalent adults in

.,, household.
[ntegrated Poverty Measurement Method

he integrated poverty measurement method combines two previously
methodologies: the poverty line procedure based on the nor-
ative basket of essential satisfiers, and the improved version of the
" atisfied basic needs method (see Boltvinik 1992c and Govefnment of
olivia 1994). Its foundation is the conception of a household’s sources
of welfare (set forth in the first section of this chapter) and the conse-
e ent critique of the poverty line and unsatisfied basic needs method-
slogies.

| In brief, this critique holds that the main limitation of both the pov-
ety line and unsatisfied basic needs methods is that they proceed as if
satisfaction of basic needs depended only upon a couple of welfare
s urces. The poverty line method, for instance, assumes that needs sat'—
tion depends only upon current income or households’ Furrent pri-
yate consumption. Similarly, in its usual applications in Latin Al_nenca,
the unsatisfied basic needs method assumes that need satisfaction de-
pends only upon basic asset holdings (housing) or rights of access to
free or subsidized services (piped water, sewerage, children’s atten-
dance at a primary school). Implicitly, therefore, it does not consider
‘any of the other sources of welfare.

The integrated poverty measurement method was developed to ac-
count fully for all welfare sources. In order to achieve full complemen-
farity of the two methods on which the IPMM rests, it.is necessary to
specify which needs are to be assessed by the unsatisfied basic needs
method and which are to be assessed by the poverty line method. In
principle, all needs whose satisfaction in most hous'eholds de:pends
predominantly upon public expenditure (consumption a1_1d mvgst-
ment), household patrimony (accumulated assets), and available time
should be assessed directly by the unsatisfied basic needs method.
Needs whose satisfaction depends essentially upon current private
consumption should be assessed by the poverty line m_ethod..

In applying the IPMM, the analysis assessed six dnnensmn.s of WTEI—
fare via the unsatisfied basic needs or direct method, and one dimension

cons 1ty
income
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- 1, with 0 as the normative value. It follows that positive values
- deprivation and negative values express welfare. .Unfo.rtu-
E. pecause of the limited options built into survey qgestmnnaues,
lnot possible to achieve the complete range for all indicators. There-
the values of some deprivation indicators vary only from 0 to_l. e
"olloWiI‘g this approach, one obtains for each household six indi-
3 f deprivation by the unsatisfied basic needs method: one .by .the
' .rs 2 line method, and the mixed indicator. The synthesized mdul:a-
efrg each of the first five dimensions of unsatisfied basi'c.needs (in-
'f:, of housing quality and quantity, sammry'conci‘lhqns, otl;er
» ces, basic patrimony, and education) and the n.:nxed md.lcator‘ 01{
th care and social security are combined as a welght?d arithmetica
to obtain the overall unsatisfied basic needs m.dlcator for each
sehold, which indicates the degree of dissaﬁsfact.mp of th.e set of
o s that is verified directly (or the intensity of unsatisfied basic needs
eC) soverty). The excess work and the income indicators are con‘&bllm.ad u}to
.\ﬁme-income indicator. This measure is constructed b_y d%wd{ng in-
"‘me by an excess working time index, befon? comParmg it .w1th the
erty line to obtain a measure of the intensity of income-time pov-
erty. A system of cost-based weights, derived frfm? the.cost structure
; rovided by the normative basket of essential satisfiers, is then used to
i tegrate all of the indicators described ab.ove. ‘ .

By thus integrating the poverty line-time anq the mtensn:y- of pov-
erty line-time measures, and the unsatisfied basic needs and intensity
of unsatisfied basic needs measures, one obtains an integrated poverty
indicator for each household, which shows both whether the household
ispoor (or not poor) and the intensity of its pgverty. Once the poor anci
the non-poor populations have been identified by each of thfe partia
methods and by the integrated method, one proceeds tf:) (1) d.efme thre.e
strata each for the poor population (according t:o the mten.mty of their
poverty) and the non-poor population (accor'dmg_ to. their c%egree' of
wealth), and (2) calculate the main poverty indices (incidence, intensity,
and equivalent incidence) for each stratum and for the poor population

as a whole,

(health care and social security) via a mixed Procedure. The giy
sions assessed by the unsatisfied basic needs method were: (4
quacy of housing quality and quantity, an indicator construchedi
plying the values for two component elements: inadequa
building materials used in walls, roofs, and floors; and ing
housing space per dweller (overcrowding), as measured
tionship between the total number of rooms and the tota] nux
dwellers while taking into account the different types of hous
space (kitchen, bedrooms, living rooms, and so forth); (2) inadeg
sanitary conditions, the weighted average of indicators for water
sewerage, and single-household toilet facilities; (3) inadequacy
services, the weighted average of indicators for electricity and te],
(in the latter case, only in metropolitan areas); (4) inadequacy of ba
rinony (as in the case of income, an indicator of one of the so
welfare rather than of a particular need), including appliances
food preparation and conservation, personal hygiene, and
(5) educational deprivation (the educational gap), measured
school attendance and adult educational levels (where Iiteracy ;
controlling element); and (6) excess working time, an inverse indicato
available time for education, recreation, and domestic work, as well
an indicator of one of the sources of welfare. -
As noted above, a mixed procedure was used to construct an jnd
cator for inadequate access to health care and social security. Forf
population lacking access to social security, the poverty line was if
creased to include the cost of private health care and insurance,
satisfaction of all other needs was identified by the poverty line or iny
rect method, comparing households’ income per adult equivalent (wif
the poverty and extreme poverty lines also defined in terms of a.
equivalents). {
When applying the improved unsatisfied basic needs method, one
starts by building an achievement indicator, which involves assigning
scores to variables such as those mentioned above and defining the
minimum norm for each dimension. This indicator is then standard
by dividing it by the normative score, so that the variable is expre
as a multiple of the norm. The variable thus loses the original unit of
measurement in which it was expressed and becomes a pure number.
The next step is to make uniform (insofar as it is possible) the range
variation in the standardized indicators by rescaling all values above 1
(the normative score) when there are values above 2, so that these val-
ues will range from 1 up to 2. The goal is for all indicators to vary from
0 to 2, with 1 as the normative value. The final step is to transform this
achievement indicator into a deprivation indicator, which is done by
subtracting its value from 1. Deprivation indicators will thus vary from
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Seteriorating living conditions throughout most of Latin America dur-
o the 1980s, along with the negligible improvements that occurred in

he 1990s, brought renewed attention to issues of poverty and inequal-

Although Mexico has been among the Latin American countries

_p]emenl:ing a new wave of structural economic changes to recover its

srowth potential, the evolution of poverty and inequality is far from

satisfactory.

Early in the 1980s, low petroleum prices and rising international
interest rates forced the Mexican government to adopt radical stabili-
gation and siructural adjustment programs in order to restore macro-
economic stability. In the mid-1980s a second round of reforms aimed
o frigger major structural changes in the economy. Although Mexico
made rapid progress in altering the composition of exports—away
ffom petroleum and into more diversified manufactured exports—
macroeconomic instability remains a problem. Trapped by a heavy
burden of foreign debt and highly dependent upon international
capital flows, the performance of the Mexican economy has followed
‘eyclical changes in the expectations of international investors. Almost
wo decades after the adoption of major reforms, Mexico’s economic
growth is highly unstable and subject to recurrent crises of confidence.
The most controversial aspect of Mexico’s neoliberal reform pro-
igram has been its failure to improve the living conditions of large sec-
fors of the population. The adoption of broad social programs has
failed to reverse the sharp deterioration in living conditions that took
‘place in the 1980s. Indeed, all available measures reveal unfavorable
frends in poverty and income distribution.



