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Abstract

This monograph explores different aspects of social
security and pension in Mexico. Chapter 1 provides
the backdrop of the Mexican economy. In the second
chapter, we trace the history of social security in Mex-
ico starting with the pre-colonial era. During the co-
lonial era, the system covered the armed forces, some
federal bureaucrats and some specific professions. The
“universal” pay-as-you-go social security started in
1943. It was only universal in a notional sense—it did
not cover even half the population at the end of the
twentieth century. The privately managed system
started tentatively with a supplemental program in
1992. The privately managed program to replace the
entire “old system” began only in 1997. Chapter 3
gives in-depth details of the old (which will continue
to run for the next half century) and the new systems.
Chapter 4 describes the details of the new system and

how it has performed during 1997-2000. Chapter 5
looks at the privately operated pension system from
the point of view of services marketing. It discusses
results of an ongoing longitudinal research project on
customer satisfaction with the system. Chapter 6 dis-
cusses why private management of pension is not like
privatization of other spheres of activities. The prob-
lem of replacing the pay-as-you-go system is that it
imposes a cost on government that does not arise in
other kinds of privatization. Chapter 7 discusses the
problem of high management fees of privately man-
aged pension funds that has plagued not just Mexico,
but other countries as well. Chapter 8 takes a deeper
look at fund management by privately managed funds.
It shows that quantitative restrictions (as imposed by
the current regulator) are of the wrong kind. Chapter
9 concludes with some specific recommendations.
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