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INTRODUCTION

The purpose of this article is to review the performance of a most am-
bitious initiative for public health care in Mexico, Seguro Popular (pop-
ular insurance), which aims to offer financial protection in health to all
people not insured by the social security subsystem, around half of the
population in Mexico.

Inequality is the paramount challenge for Mexico, especially in the
health sector. Consider, for example, that a newborn in the state of
Nuevo Ledn (one of the wealthiest and most modern states) is twice as
likely to survive her first year of life as another infant born in the state of
Puebla (one of the five poorest states). As we show throughout the ar-
ticle, these inequalities are similarly noticeable when examining the in-
puts of health services (personnel, infrastructure), service delivery (wait-
ing fime in emergency services, distribution of medicines) and health
outcomes (diabetes control, maternal mortality rates) How is Mexico
solving this problem, is the government acting alone capable of alle-
viating it¢

Although Seguro Popular is only a financial tool, its effects for health
services and policy have been quite significant: reductions in out-of-
pocket expenditures, increases in the use of health preventive services,
and patients increasingly aware of their right to health-care. Further-
more, the initiative has opened the possibility for the creation of a uni-
versal health-care system in Mexico financed by general taxes instead
of contributory funding tending to characterize social security.

*A substantive part or the argument offered in this article draws on previous research on the issue,
specially our book (Flamand and Moreno, 2014), and a recently published article (Flamand and
Moreno, 2015). However, we present it for the first time to the English-speaking public accom-
panied with fully updated data regarding the various dimensions of health inequality and the
performance of Seguro Popular.

**Research Professor, Instituto Tecnolégico y de Estudios Superiores de Occidente (ITESO).
*** Research Professor, El Colegio de México (COLMEX).
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We conclude, however, that much more has to be done to achieve
health equality in Mexico. In particular, we suggest that given the new
and substantial influx of federal funding to the services provided by
the state governments, the latter have to be subjected to a higher
standard regarding access and quality. This higher standard may be
achieved through a combination of transfers dependent on reaching
specific quality indicators, and vigorous citizen oversight.

The article is organized into three sections. In the first, we reveal that,
by design, Seguro Popular aims to reduce two types of inequality in
health-care provision: (a) In between the services for those with so-
cial security and those for the uninsured, and (b) among the Mexican
states, given that the operation of public health services in Mexico is a
responsibility of the state governments. The second section delves into
the performance of Seguro Popular after ten years of its creation with
the emphasis on financing (especially out-of-pocket expenditures), ac-
cess to services, health outcomes, and the quality of service delivery.
The third section explores the proposals to create a universal health
care system in Mexico. We offer particular insights into the challenges
faced by these proposals regarding finance and delivery of services.

HEALTH INEQUALITY AS THE FUNDAMENTAL
PUBLIC PROBLEM IN MEXICO

In this article, we claim that health inequality is one of the most salient
public policy problems in the present time for Mexico. But before de-
scribing its magnitude and characteristics, this section attempts to clar-
ify the concept of health inequality, to provide a broad perspective
about its causes, and to indicate some implications for policy.

THE MEANING AND CAUSES OF HEALTH INEQUALITY

What is to be understood by the term “health inequality”2 In a sugges-
tive article, Margaret Whitehead (1990) argues that such a concept
involves a key ethical dimension, as long as it refers to differences that
are unnecessary and avoidable, but also unfair. Undoubtedly, in ev-
ery society there are unavoidable differences in the health conditions
of people, which derive from their biological disparities or from habits
that could be harmful for their health. These situations can hardly be
defined as unfair, as long as individuals freely choose them. However,
there are many other situations that cause inequalities in health out-
comes that are not influenced by people’s determination, for example
working under hazardous conditions, living in seftlement without ad-
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equate access to basic services
such as drinking water, sanitation
or electricity, or lacking enough
money to pay for a basic medi-
cal checkup. Of course, all these
are unfair situations because they
are not determined by people’s
free choices, and also because
they are unnecessary and could
be avoided. Therefore, according
to Whitehead, the goal of public
policy is not to eliminate all the
differences in health conditions,
but to reduce or eliminate those
derived from preventable causes.
Whitehead proposes the follow-
ing working definition:

Equity in health implies that
ideally everyone should
have a fair opportunity to
attain their full health po-
tential and, more pragmat-
ically, that no one should
be disadvantaged from
achieving this potential, if it
can be avoided (1990: 7).

If we agree with this definition
of health inequality, the next im-
portant question is what do we
know about its causes? Evidently,
health inequality, as many oth-
er problems in the public policy
realm, is a phenomenon caused
by multiple factors, some of which
have to do with individual deci-
sions, but also with contextual dy-
namics. However, one of the most
compelling arguments has been
termed the “theory of fundamen-
tal causes” originally developed
by Link and Phelan in 1995. They

argue that individually-based risk
factors should be contextualized
by examining what makes people
vulnerable to risks, and whether
social factors such as socioeco-
nomic status and social support
are “fundamental causes” of
disease (Link and Phelan, 1995).
In other terms, the authors con-
tend that access to key resources
(money, knowledge, power, pres-
tige, and social connections) af-
fects the manner in which people
avoid risks and adopt strategies to
protect their health.

In a more recent piece, Phelan,
Link, and Tehranifar (2010) argue
that social conditions remain the
fundamental causes of health in-
equalities:

If the problem is cholerq,
for example, a person with
greater resources is better
able to avoid areas where
the disease is rampant, and
highly resourced communi-
fies are better able to pro-
hibit entry of infected per-
sons. If the problem is heart
disease, a person with
greater resources is better
able to maintain a heart-
healthy lifestyle and get
the best medical treatment
available (Phelan, Link, and
Tehranifar, 2010, p. 30).

There seems to be strong evi-
dence in support of the theory of
fundamental causes. First, Phelan
and colleagues demonstrate that
low socioeconomic conditions
are related to a multiplicity of dis-
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eases and other causes of death —chronic diseases,
communicable diseases, and injuries. Second, they
find ample confirmation that socioeconomic inequal-
ities in mortality are significantly evident for causes
of death that are highly preventable, such as lung
cancer and ischemic heart disease, but not for un-
known causes of fatal diseases such as brain cancer
and arrhythmias. Third, although the development of
new knowledge improves overall health conditions,
evidence indicates that it furthers the advantage of
people with higher socioeconomic status.!

What are the implications for health policy? If we
adhere to the theory of fundamental causes as a
basis to explain health inequality, we could derive
two main propositions. First, it should be obvious that
to reduce health inequalities it is necessary to less-
en social disparities in general. This implies that poli-
cies aimed at redistributing the resources in a society
might ultimately reduce the inequalities in the health
domain. Second, following Phelan and colleagues,
it is also clear that prioritizing the development of in-
terventions that do not entail the use of resources (or
that minimize their relevance) can reduce health in-
equalities. They recommend, for example, “providing
health screenings in schools, workplaces, and other
community settings, rather than only through private
physicians; providing health care to all citizens rather
than only to those with the requisite resources” (Phel-
an, Link, and Tehranifar, 2010, p. 37), and, in general,
to develop interventions that are affordable and may
be disseminated and implemented with ease. In this
article, we analyze the performance of one of the
most ambitious health reforms in the last decade in
Mexico, which aims to provide financial protection to
those people lacking health insurance. We demon-
strate that such policy was relatively successful in re-
moving financial obstacles to health care, one of the
key dimensions of health inequality, but also highlight
that it still has important shortages that call for a more
profound reform.
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1 For example, Phel-
an, Link, and Tehran-
ifar (2010) cite the
work by Carpiano
and Kelly (2007),
which analyzed
changes in breast
cancer incidence
following a finding
by Women's Health
Initiative that linked
hormone replace-
ment therapy to in-
creased breast can-
cer risk. They found
that breast cancer
incidence among
white women age
50 and older (they
were more likely to
have been using
hormone  therapy
before the new find-
ing were publicized)
dropped sharply,
while incidence
among black wom-
en in the same age
group remained in
stable levels. Anoth-
er study in support of
the theory of funda-
mental causes is a
work by Clied and
Lleras-Muney (2008),
who conducted
a systematic test
based on a com-
prehensive set of
diseases. They found
that more educated
people were the first
to take advantage
of technological
advances that im-
prove health.
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THE KEY DIMENSIONS OF HEALTH INEQUALITY IN MEXICO

Despite the fact that the right to health care was enacted in the no-
tional constitution since 1983, and notwithstanding that key health in-
dicators have considerably improved in the country throughout the
last decades (Levy and Schady, 2013), health inequality is a crucial
and persistent problem in Mexico. Access to health care services varies
dramatically across regions, social groups, and health care institutions,
and these differentials explain, to a large extent, why health condi-
tions in Mexico -measured through widespread health indicators such
as life expectancies, mortality and morbidity rates, or the incidence of
different type of diseases- are so terribly unequal. Consider, for exam-
ple, that a newborn in the state of Nuevo Ledn (one of the wealthiest
and most modern states) is twice as likely to survive her first year of life
than another infant born in the state of Puebla, among the five poorest
states of Mexico (figure 1).

Figure 1 Infant mortality in the states of Mexico in 2013 (for every 1000 live births)
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Infant mortality rate (for every 1000 live births)

Sources: Conapo, 2015; DGIS, 2000.
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These differentials are also manifest when analyzing the epidemiolog-
ical profile of the regions of Mexico, some of which still suffer the typical
illnesses of developing countries (infectious diseases, malnutrition, and
others related to childbirth), while others are increasingly exposed to the
afflictions of the industrialized world (chronic diseases, addictions, acci-
dental injuries). In 2013, the rate of communicable, maternal, perinatal,
and nutritional diseases was around 54.3 cases for every 100,000 per-
sons, much lower than the rate of cardiovascular disorders, which is in
the order of 125.8 cases for every 100,000 persons. Obviously, this sharp
contrast between each type of diseases simply confirms the epidemi-
ological transition undergone by Mexico for several decades. Figure 2,
however, shows that the transition is heterogeneous across the territory
given that the highest rates of communicable, maternal, perinatal, and
nutritional diseases are prevalent in the most marginalized states.

Figure 2. Communicable, maternal, perinatal, and nutritional diseases, 2013 (by level of
marginalization in the states of Mexico)
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Source: Authors’ elaboration on the basis of DGIS, 2015

Even though it is reasonable to observe chronic ilinesses (i.e. cardio-
vascular ailments or diabetes) in the wealthiest states, these illness-
es prevail in regions with high and very high levels of socioeconomic
deprivation as well (figure 3). These combined profiles of disease im-
pose complex sanitary and financial challenges for the most underpriv-
ileged states (Rivera et al., 2002).
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Figure 3. Cardiovascular diseases in 2013 (by level of marginalization in the states of
Mexico)
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Source: Authors’ elaboration on the basis of DGIS, 2015

As we discussed in the previous section, there is no single cause ca-
pable of explaining the high levels of health inequality in Mexico, but
there is empirical evidence in support of the fundamental cause theo-
ry. For example, under-five mortality rates concentration indexes were
found to decrease as mother educationincreases, as access to first-lev-
el health care facilities improves, and as the rates of house overcrowd-
ing diminished (Aguilera, Marrufo, and Montesinos, 2005). An important
implication of this finding is that all these factors can be influenced by
policy interventions, although not exclusively by those carried out by
health authorities.

To what extent has public policy helped to mitigate the problem of
health inequalitye Although the next section provides a more detailed
analysis addressing this question, first, we discuss some general facts
about the health care system in Mexico, in particular, we underline that
its current organization fostered the unequal health conditions of the
population. In other words, the high inequality characterizing health
conditions in Mexico is analogous to the disparities observed in the or-
ganization and operation of the federal health care system.
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THE FRAGMENTED AND UNEQUAL HEALTH
CARE SYSTEM IN MEXICO

In Mexico, health care services are provided by three
types of institutions: 1) social security institutions that
provide health care services for the formal workers
(and their families) of the private and public sectors;
2) public institutions at the state level that provide
health care services for the uninsured (workers of the
informal sector and their families); and 3) health care
providers of the private sector, available to anyone
who can pay for their services. Nowadays, the unin-
sured comprises the vast majority of Mexico’s populo-
tion (in 2014, 70.1% reported lacking access to social
security services, as shown in table 1), since informality
is prevalent in the labor market. However, only 21.8%
lacks access to health services, most likely due to the
creation of Seguro Popular in 2004, a policy of finan-
cial protection in health for the uninsured that will be
discussed in the subsequent section.

TABLE 1. LACK OF ACCESS TO SOCIAL SECURITY
AND HEALTH CARE SERVICES IN MEXICO
(MILLIONS OF PEOPLE), 2000-2014

Deprivation due to access 69.6 71.8 70.1
to social security (60.7%) (61.2%) (58.5%)

Deprivation due to access 33.5 25.3 21.8
to health care services (29.2%) (21.5%) (18.2%)

Source: CONEVAL, 2014

Despite the fact that only a minority of Mexicans is
enftitled to receive the benefits of social security institu-
tions (including health care), it has historically received
preferential freatment from the government. In 1994,
the government expenditure on health was, on aver-
age, 3,039 pesos for each person covered by social
security, while only 820 pesos for the uninsured. That is,
more than 80% of public financial resources for health
were dllocated to formal workers and their families,
while informal, unprotected workers and their depen-
dents received only 20% of such funding (see table 2).
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This severe imbalance however, has been gradually rectified through-
out time due to the implementation of Seguro Popular, and the asso-
ciated reforms to the health sector in 2004. In 2013, for example, 55%
of public spending on health was targeted to people with social se-
curity, while the uninsured received only 45%. The resource disparities
between the two groups are also present in the allocation of human
resources, but they have been addressed as well in recent times. The
number of medical consultations in the institutions serving the uninsured
has grown very rapidly since 1994, and nowadays the figure is even
larger compared to that of social security institutions (table 2).

TABLE 2. RESOURCES AND PERFORMANCE A COMPARISON
BETWEEN THE INSTITUTIONS SERVING THE INSURED AND THE
UNINSURED IN MEXICO, 1994-2014

1994 | 3039.2 | 8203 | 1988.6 | 6067 422 16017 | 913.1
(80.5) (19.5) (100)

2000 | 2950.4 | 13679 | 21454 | 5957 4376 | 15767 | 13656
(67.6) (32.4) (100)

2006 | 3880.9 | 21017 | 29023 | 581.7 4916 | 15113 | 1796.1
(60.2) (39.8) (100)

2009 | 41434 | 28273 | 34207 | 604.3 5205 | 1611.1 | 17385
(54.6) (45.4) (100)

2013 | 55239 | 35455 | 44290 | 672.0% | 644.8* | 16483 | 17450
(55.7) (44.3) (100)

Note: * data from 2014
Source: Authors’ elaboration on the basis of DGIS, 2000, 2006 and 2012

Do these figures imply that the services of Seguro are performing bet-
ter than the social security ones¢ We strongly doubt it, considering that
social security beneficiaries are still advantaged in terms of financial re-
sources and staff when compared with those uninsured. In other terms,
it is most likely that the health care facilities for the uninsured population
are facing congestion problem:s.
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Expectedly, the beneficiaries of social security tend
to have better health outcomes than the uninsured.
Throughout the last 12 years, both infant and mater-
nal mortality rates have been lower for people with
social security than for the uninsured, although it
seems that the indicators for the two groups are con-
verging (table 3).

TABLE 3. HEALTH OUTCOMES
(LAST YEAR OF PRESIDENTIAL TERM)

2000 16.2 10.9 445 20.8
2006 1.5 9.8 30.2 15.6
2012 9.9 9.6 24.3 18.4

1 Infant deaths (under 5) per 1,000 live births.
2 Maternal deaths per 100,000 aftended births.

a Population without social security includes: SS and IMSS-Opor-
tunidades. Population with social security includes: IMSS, ISSSTE,
PEMEX, SEDENA y SEMAR.

b The information for the year 2000 was foudn under the label
pregnancy, birth and puerperium mortality; for the rest of the
years, under the label maternal mortality.

Source: Calculated by the authors with information from DGIS,
2000, 2006 and 2012

Notwithstanding the terrible inequalities and chal-
lenges of its health care sector, Mexico is one of the
countries in Latin America with the lowest levels of
health care expenditure. Mexico spends in health
(6.2% of GDP) considerably less than Brazil (9.7), Chile
(7.7) or even Argentina (7.3), see table 4. From 2000
to 2013, however, the total health spending in Mex-
ico grew by 1.1 percent of GDP, mainly due to the
increase in the government budget for health, the
share in the total health care expenditure rose from
46.6 to 51.7 percent. As we will discuss later on, this
increase was due to the creation of Seguro Popular
in 2004, which implied larger government health ex-
penditure for the uninsured.
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TABLE 4. HEALTH EXPENDITURE IN SELECTED
LATIN AMERICAN COUNTRIES, 2000-2013

2000 | 2012 | 2013 | 2000 | 2012 | 2013 | 2000 | 2012 | 2013

Argentina| 7.6 6.8 7.3 53.9 69.3 67.7 29 20.1 21.1

Brazil 7.2 9.5 9.7 40.3 47.5 48.2 38 30.3 29.9
Chile 7.2 7.3 7.7 36.1 47.7 47 .4 41.9 32.4 31.7
Mexico 5.1 6.1 6.2 46.6 51.8 51.7 50.9 44.1 441

Source: WHO, 2015

A feature of health expenditure in Mexico meriting
special attention is the extremely high level of out-of-
pocket expenditure (44.1 percent of the total), more
than 12 percent higher than in Chile or Brazil, and 23
percent more than in Argentina. The result is stunning
because out-of-pocket expenses represent all direct
outlays that households pay to private health-care
providers every time they request services. This high
proportion implies people are very likely to incur in
catastrophic expenditures, which in turn may push
them into poverty. Therefore, the World Health Or-
ganization regards out-of-pocket expenses as an in-
efficient and unfair method to finance health care,
since it violates the principle of financial justice, which
states that individuals should contribute to the financ-
ing of their health care according to their payment
capacity, and they should receive services accord-
ing to their health needs (WHO, 2015). The enormous
share of out-of-pocket expenses? in Mexico was the
principal reason for the creation of Seguro Popular in
the mid-2000. We will discuss the operation and per-
formance of this initiative in the following section.

2 In 2006, the larg-
est component of
out-of-pocket  ex-
penditures was the
purchase of medi-
cines, 66 percent of
the total (Wirtz et al.,
2012).
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A LONGITUDINAL ANALYSIS
OF THE PERFORMANCE
OF SEGURO POPULAR

Seguro Popular is a social protection health policy
created by the federal government of Mexico in 2003
to provide financial protection to people without
access to social security —-more than half of its total
population. By the time the policy was initiated,® 60
percent of the total health expenditure of the coun-
try was private, mainly from out-of-pocket payments.
This situation was deemed socially unacceptable for
the reasons discussed in the previous section, thus,
a paramount objective of the new policy was to re-
duce the proportion of this type of expenses, espe-
cially for its target population, the uninsured.

FUNDING AND SERVICE PROVISION UN-
DER THE NEW SYSTEM

Probably, the main innovation of Seguro Popular is its
financialmechanism. Contrary to the approach dom-
inant before its creation, Seguro Popular allocates re-
sources depending on the demand for health care
services —not in proportion to the supply of services,
as it used to be in the past, where resources were
transferred to states according, mostly, to the pres-
ence of health infrastructure (Moreno, 2005).

In order to halt the financial inequities across re-
gions and social groups (primarily between people
with and without social security) created by the prior
system, it was determined that the funds were to be
allocated on the basis of the number of affiliates per
state. The funding of Seguro Popular is composed of
three sources: the federal government (83 percent of
the total), state governments, and the beneficiaries
who were supposed to confribute proportionately to
their income —-the poorest are exempted from any
charge.* It is important to reiterate, however, that
the amount of resources allocated to each state is
completely determined by the number of individuals
affiliated. As shown in Table 5, the number of insured

16

3 The Mexican Con-
gress reformed the
General Health Act
(Ley General de Sa-
lud) in 2003 to cre-
ate the Sistema de
Proteccién  Social
en Salud (System of
Social Protection in
Health), although it
is commonly known
as Seguro Popular.
For a comprehen-
sive description of
the principles of the
reform and its main
components see
the work by Gonza-
lez-Pier et al. (2006).

4 As a matter of fact,
beneficiaries do not
contribute to fund
the system, although
these contributions
were part of the
original design  of
the program Gonzo-
lez-Pier et al. (2006).
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people, as reported by government sources, grew at
an extremely fast rate throughout the 2004-2013 peri-
od, i.e. 55 million people were covered by 2013. Nat-
urally, the financial resources budgeted for Seguro
Popular have also increased, mostly at a similar rate
than coverage.

The financial mechanism under Seguro Popular
attempted to provide all uninsured people with a
publicly funded health insurance covering a set of
health care interventions and medicines as per the
Universal Health Services Catalogue (Catdlogo Uni-
versal de Servicios de Salud or CAUSES), as well as a
package of expensive interventions that may result in
catastrophic expenses. These high cost interventions
were financed under a trust fund denominated Fund
for Protection against Catastrophic Expenditures
(Fondo de Proteccién contra Gastos Catastroficos,
or FPGC). The result is that the beneficiaries of Seguro
Popular do not to disburse any payment when visiting
a medical facility or receiving any treatment.

TABLE 5. NUMBER OF PEOPLE INSURED AND
SPENDING SEGURO POPULAR, 2004-2012

2004 5,318,289 3,462.80

2005 11,404,861 6,382.50

2006 15,672,374 12,170.40
2007 21,834,619 18,864.30
2008 27,176,914 24,915.60
2009 31,132,949 31,275.30
2010 43,518,719 37,029.50
2011 49,178,366 45,165.80
2012 52,900,000 63,129.60
2013 55,637,999 66,922.30

Sources: Office of the Presidency, 2011 and SPSS, 2014.

The provision of heath care services continues un-
der the responsibility of state governments, along the
lines of the decentralization of health services set by
the federal government during the 1980s and 1990s.
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The new policy created government agencies at the state-level: the
state regimes of social protection in health (Regimenes Estatales de
Proteccidn Social en Salud or REPSS) in each of the 32 Mexican states.
The most important function of REPPS is to manage the financial re-
sources of Seguro Popular, and also to guarantee the provision of ef-
fective and high-quality health care services to affiliates in each state.
In other words, the REPSS were established to oversee that the right to
health care for all affiliates is effectively protected.

Given our claim that inequality is one of the fundamental public policy
problems for health care protection in Mexico, it is worthy to investigate
whether Seguro Popular has ameliorated the disparities among people
and regions. Therefore, in the following sections, we analyze the per-
formance of the program along its key dimensions. That is, we explore
whether Seguro Popular has contributed to (a) diminishing the historical
financial imbalances between the two subsystems, as well as between
regions; (b) reducing health-related out-of-pocket and catastrophic ex-
penses, and (c) guaranteeing access to effective health care services
provided under reasonable quality standards to all beneficiaries.

DIMINISHING FINANCIAL IMBALANCES

We have previously shown that social security institutions and its ben-
eficiaries have, for many years, received preferential freatment from
the government, as the lion’s share of public spending was targeted
to them. The creation of Seguro Popular, however, has implied that
the funds devoted by the government to the health care of the unin-
sured have increased dramatically. As table 2 illustrates, this has turned
intfo a more balanced situation for both groups. In addition, the finan-
cial disparities have diminished between regions, since the difference
between the state receiving the highest level of federal spending on
health (per capita) and the state receiving the lowest was halved in
the 2000-2010. The level of variability in the contribution of states to the
health sector finances has diminished as well, even though such contri-
bution represents no more than 17% of total public resources (see table
6 for additional details).

REDUCING OUT-OF-POCKET AND CATASTROPHIC
EXPENDITURES

According to the OECD, out-of-pocket expenses as a share of total
health expenditure in Mexico fell from 52.9 percent in 2004, to 49 per-
centin 2011. Is it possible to attribute this reduction to the implemen-
tation of Seguro Popular? There is mounting evidence suggesting it is
indeed likely.
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5 Health-related cat-
astrophic  expenses
are those represent-
ing 30 percent or
more of the income
of a household dis-
counting food ex-
penses. In addition,
“impoverishing”
health expenses are
those which, regard-
less of their magni-
tude, push a family
below the official
poverty line (Frenk
and Gomez Dantés,
2008: 63).

After analyzing data from the 2012 National Survey
on Health and Nutrition, Avila and colleagues (2013)
conclude that the program has reduced out-of-
pocket expenses, but that reductions vary depend-
ing on the socioeconomic conditions of households
(the effect is lower among the most vulnerable fami-
lies), and across regions (there seems to be no effect
on rural areas). Also, other studies have demonstrat-
ed that Seguro Popular has diminished health-relat-
ed catastrophic expenses®, both in rural and urban
zones. This finding, however, does not hold in situa-
tions where the beneficiaries only have access to fa-
cilities with insufficient and low-quality medical staff
(Grogger et al., 2014).

Finally, a work by Wirtz et al. (2012) focuses on the ef-
fect of Seguro Popular on out-of-pocket expenses for
medicines, which in Mexico accounts for 5 percent of
a household disposable income. Wirtz and coauthors
find that affiliation to the program does not have any
significant effect on the percentage of medicines ex-
penditure out of total disposable income in compari-
son to households without health insurance. They offer
two potential, though not necessarily rival, explana-
tions to the fact that people insured by Seguro Popular
continue incurring in out-of-pocket expenses for med-
ications: (a) that the drugs included in the package
of interventions (Causes) do not match the clinical
needs of the households, and (b) that there is short-
age of medicines in the facilities at which they consult.

TABLE 6. EVOLUTION OF FINANCIAL IMBALANCES
IN THE HEALTH SECTOR MEXICO 2000-2010

Level Health expenditure as percentage of GDP 51% 60% 6-3%
Source Out-of-pocket health expenditure as percentage 509% | 517% | 471%
of total health expenditure
Distribution Ratio of per-person public expenditure between 2-1to | 21to | 1210
those covered by social security agencies and 10 10 10
those without social security
Distribution | Ratio of federal per-head expenditure on healthin | 6-1to | 43to | 30to
the state with the highest figure to that in the lowest 10 10 10
State contri- Variability in state conftribution to health-care 10 08 07
bution financing (coefficient of variation)
Allocation Percentage of Ministry of Health budget devoted 33% 31% 4-4%
of funds to investment

Source: Knaul et al. (2013: 9).
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Murayama-Renddn (2011) provides evidence show-
ing that, even though the program established an up-
per limit of 30% for the purchase of medicines, in 2009
it only spent 15% of its total resources for that purpose.
Furthermore, the same study discovered that 47 per-
cent of the total purchases of medications completed
by Seguro Popular are far beyond the maximum price
limits set by the federal operator of the program, which
clearly points to a fairly inefficient financial manage-
ment at the state level (Flamand and Moreno, 2014,
chapters VI and VII).

GUARANTEEING EFFECTIVE ACCESS
TO HEALTH SERVICES

The increase in the number of affiliates to Seguro Pop-
ular is, definitely, one of its main accomplishments,
even though, as we showed before, in 2014 there
were still 21.8% of people who reported not having
any type of access to health services.® Beyond formal
access, however, an important question is to what
extent are affiliates actually using the health care ser-
vices covered under the policy.

The evidence on this issue is quite positive. For ex-
ample, a study by Scott (2005), one of the first ex-
ternal evaluations of Seguro Popular, demonstrates
that, from the very initial stages of the policy, affiliates
had higher rates of service use compared to peo-
ple without any other health insurance, regardless of
their income levels. Gakidou and associates (2007)
also find that affiliates have increased utilization rates
of health care services, but particularly among those
with greater health needs, residing in the less devel-
oped states, and of the lowest income levels.

On a similar vein, Sosa and colleagues (2009) show
that Seguro Popular promotes health care service
utilization among people with diabetes, and it also
boosts hospitalization for obstetric services. A recent
piece by Leyva-Flores et al. (2014) focuses on primary
health care utilization by indigenous people. Based
on quasi-experimental methods, they find that Se-
guro Popular offsets the barriers preventing the use
of primary health care services by indigenous and
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6 It is important to
observe that there
are significant differ-
ences in the number
of affiliates reported
by different sources.
A likely explanation
for these discrepan-
cies is that the enrol-
ment process run by
the states incorrect-
ly registers people
who are already so-
cial security benefi-
ciaries.
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non-indigenous in similar socioeconomic conditions,
which suggests that “it is not being indigenous per se,
but rather the lack of financial assurance for access-
ing health care, that hinders primary health care utili-
zation” (Leyva-Flores et al, 2004: 4). The effectiveness
of the policy on service use has, naturally, rendered
positive results on health outcomes. In a recent arti-
cle, Pfutze (2014) demonstrates that Seguro Popular
had a large and significantly negative effect on in-
fant mortality. In his words, “the risk of a child dying
in the first month of life is reduced by close to 5 out
of 1,000 (or 0.5%) for the population at large and by
around 7 out of 1,000 (0.7%) for the program target
population” (Pfutze, 2014: 485).

PROVIDING HEALTH CARE UNDER REASO-
NABLE QUALITY STANDARDS

Despite the fact that Seguro Popular has clearly
abated the financial imbalances of the health sec-
tor in Mexico, and no matter its positive results on
affiliation, service utilization, and out-of-pocket and
catastrophic expenses reduction, it still has important
shortcomings in the quality of service provided.

Recall that the delivery of health-care services
covered by Seguro Popular is the responsibility of 32
state-level health-care systems, and that the man-
agement of financial resources and service delivery
coordination is controlled by 32 different agencies
(the REPSS) that are mandated to act on behalf of
affiliates.

It is crucial fo note, however, that the health sys-
tems in the states are rather heterogeneous in their
capacities and performance. For example, in Fla-
mand and Moreno (2014), we show that state health
systems in Mexico present massive discrepancies in
the manner in which they accomplish essential pub-
lic health functions such as monitoring the health

TATTorioessential  Status of people, developing policies to support indi-
public health ser- vidual and community health efforts, enforcing laws

vices are proposed ndr tions to protect health, and many others.”
by National Poblic and regulations to protect health, and many others

Health Performance In addition, there are also important variations across
Standards Program,  the state-run health systems regarding the specific im-
2013
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plementation of Seguro Popular. We found, for example, that not every
state has invested the same effort in obtaining quality accreditation for
state-run clinics (a crucial requirement to receive financial support from
Seguro Popular), and that the number of “medical adjusters” (health
care agents responsible of guarding the interests of the beneficiaries of
Seguro Popular) varies significantly across the 32 states: while the state of
Baja California Sur reports 6.2 medical guardians for every 100,000 per-
sons, the figure for Querétaro barely reaches 0.2.

TOWARDS HEALTH CARE EQUALITY WITH A
UNIVERSAL SYSTEM?

The basic elements of a system of a universal social protection dis-
cussed during the presidential campaign of Enrique Pena Nieto (2012-
2018) were health, life and unemployment insurance, as well as a guar-
antee for minimum income and a pension for retirement. These must
be funded with general tax revenues instead of payroll contributions
(CEEY, 2012). Beyond the campaign trail, the government of Pena Ni-
eto committed to the creation of a truly universal social protection sys-
tem, and of the universal health care system in the National Plan for
Development 2013-2018.

Health protection is meant to secure the health of a population from
birth through old age. In a universal system, health care must include
maternity care and preventive services, quality must be guaranteed
by law, and services should be available when and where needed.
Health care must be affordable and people need to be financially
protected against associated costs such as payments for services re-
ceived, transportation and economic loss experienced due to reduc-
tions in earnings.

In this section, we describe the most prominent health policy initio-
tives promoted by President Pefia Nieto in the 2012-2015 period to sug-
gest that they are not definite stepping-stones towards universalism,
but mostly fragmented efforts reinforcing the two-tier inequality of the
health protection offered in Mexico through social security and social
assistance.

Historically, as we discussed in the first section of the article, the cov-
erage, generosity and quality of the services and goods provided by
each subsystem have been highly unequal favoring social security ben-
eficiaries. For example, note that while the health services provided by
the social security subsystem cover only 61% of the total population, they
disburse almost 80% of the total public health expenditure (figure 4).

In general, regarding social assistance to those uninsured, of the three
social programs with the largest budgets two do not have a structure
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tending to universality.® As discussed below, Seguro
Popular targeted the poor predominantly and now
gives access to fewer or lower quality services than
social security, thus, they may noft e associated to a
transition to a universalistic structure of the social pro-
tection system (Martinez-Franzoni and Sanchez-An-
cocheaq, 2014, pp. 16-17).

Figure 4. Public health care in México 2013 (% of coverage and
of expenditure)
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8 Of the total budget
devoted to social de-
velopment, in 2013,
Oportunidades/Pros-
pera received 3.94%,
Seguro Popular 3.44%
and Pensions for Old
Age 1.49% (Office of
the Presidency 2014).

9 There are several
pieces of research
stressing the virtues
of universalism, for
example, Holzmann
and Hinz (2005) and
Gill et al. (2005).
For a detailed ex-
planation of each
advantage and fur-
ther examples, see
Martinez-Franzoni
and  Sdnchez-An-
cochea (2012, pp.
8-15.

In arather stimulating working paper, Martinez Fran-
zoni and Sdnchez Ancochea (2012) summarize the
reasons why universalism is both important and supe-
rior to means-tested interventions; here | only list the
reasons. Universal policies can be more redistributive
towards the poor than means testing, they do not
create stigma, they are easier to manage, and they
may have powerful and positive macro-social im-
pacts. For example, universal policies tend to create
cross class coalitions favoring social cohesion, which
then thrusts for the expansion of public spending and
the improvement of service quality.’

From the mid-1990s to date, several countries in Lat-
in America have introduced a variety of programs,
including noncontributory pensions and health insur-
ance, and cash transfers targeted to the poor. Levy
and Schady (2013) consider that these policies have

23




Carlos Moreno-Jaimes / Laura Flamand

resulted in considerable improve-
mentsin the well-being of the poor
in Latin America. In Mexico, these
programs are associated with sev-
eral positive outcomes: for exam-
ple, Seguro Popular decreased
the catastrophic health expendi-
ture of the affiliated families by 23
percent (King et al. 2009) while 70
y mas reduced the poverty gap
among recipients from 0.61 to
0.46 (Galiani and Gertler 2009)

These noncontributory programs
raise various concerns, as they are
expensive, face mounting pres-
sures for increases in coverage
and benefits (given that these
and contributions are not directly
linked), and may also discourage
formal employment (Levy and
Schady 2013, Bosch and Cam-
pos-Vazquez 2014). Overall, the
fragmentation of social security re-
duces the overall efficacy of insur-
ance, diminishes domestic savings,
and misallocates resources with
rather negative impacts on pro-
ductivity and growth. Furthermore,
according to Scott (2005b), pro-
grams are subject to the political
decisions and priorities of the gov-
ernment in office, and are limited
by the yearly budget allocations.

As a consequence, Levy and
Schady (2013) suggest to reform
social protection such that policies
(a) pay closer attention to the qual-
ity of services, (b) strive for a more
balanced distribution of benefits,
and (c) move towards sustainable
sources of finance, particularly,
emphasizing the link between con-
tributions and benefits.
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To sum up, in general, govern-
ments have three policy instru-
ments at their disposal for social
protection: social assistance, social
insurance, and universal policies. In
addition to the clear advantages
of universalism discussed previous-
ly, in the Mexican case it has been
showed that social insurance is
highly regressive (Scott 2005a vy
2005b), and thus exacerbates in-
equality in a country plagued with
acute economic and social dis-
parities (Esquivel, 2015).

Are the initiatives promoted by
EPN (2012-2015) enhancing the
universalistic structure of the so-
cial protection system? To start
with, several works have sketched
the nature of the social assis-
tance interventions capable of
promoting a universalistic struc-
ture. In favor, they point towards
program interlinked to universal
health-care and education; in
opposition, to interventions tar-
geted to the poor exclusively or
giving access to fewer of lower
quality services (Martinez-Franzoni
and Sadnchez-Ancochea 2014, p.
18). The government of EPN has
not progressed in this component
despite having promised to do
so in the planning documents of
the administration. The National
Development Plan (2013-2018)
announced that a legislative bill
would be submitted to Congress
for creating the Universal Nation-
al Health System; the bill has not
been presented to the Congress
to this date.

The current popular insurance
program (Seguro Popular) has
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been in place since 2003 and
does not show a structure leading
to universalism: it mainly serves the
poor, and it offers both a restrict-
ed and lower quality package of
services than the health services
offered by social security (Fla-
mand and Moreno, 2015). Appar-
ently, the government is carrying
out the preparatory work essential
for the reform.

The Health Undersecretary in of-
fice, Eduardo Gonzdlez Pier, stat-
ed that the aim of the government
of EPN is to transform the current
organization of the systemin prac-
tice given that legal or budget-
ary changes would be worthless
without appropriate instruments
for the provision of services (infro-
structure, management practices
and human resources). Thus, the
keystones for health system reform
are, according to Gonzdlez Pier,
administrative, labor and financial
agreements among the different
health providers.

The government of the Federal
District refused to sign the agree-
ment needed for the implemen-
tation of Seguro Popular in the city
for three years (2003-2006). The lo-
cal Minister of Health, a leading
public health scholar, argued that
Seguro worked against the univer-
salization of health services that
her administration was promoting.
The federal program implied such
alarge subsidy for the City that the
local government finally balked
and now tries to coordinate the
actions of both programs.

CONCLUSIONS

The main purpose of this article is
to evaluate the performance of
Seguro Popular after more than
10 years in operation. In the first
section of the article, we defined
health inequality and emphasized
that socioeconomic status and
social support are fundamental
causes of disease. This opens the
door for government intervention
in health beyond direct medical
attention, as a network of social
support operated or regulated
by the government may improve
socioeconomic status (e.g. with
education, training or subsidies).
Then we carefully described the
fragmented health care sys-
tem in Mexico and illustrated the
profound and expansive health
inequalities present in two di-
mensions: first, the differences be-
tween the population protected
by social security and those un-
insured, and, second, across the
states.

The health arena in Mexico
proves to be highly unequal in
terms of conditions, financing,
access and quality. The article re-
veals that Mexico spends a rather
low share of its PIB in health even
in comparison with other Latin
American countries and that a
primary source of inequality is the
large share of out-of-pocket ex-
penditures (44%).

In the face of this rampant in-
equality in the health sector, es-
pecially for those uninsured, the
Mexican government launched
Seguro Popular in 2003 in an at-
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tempt to offer financial protection
in health, better access and quali-
ty services to the 55 million of Mex-
icans with no health insurance. It
is crucial to note that the imple-
mentation of Seguro Popular con-
fronted the particular challenge
of financing services to be pro-
vided in a decentralized context,
given that state governments are
responsible for offering health ser-
vices to the uninsured population
since the mid-1980s.

In the second section we an-
alyzed the performance Seguro
Popular with the most recent
data and studies available along
four dimensions: financial imbal-
ances between subsystems, out-
of-pocket and catastrophic ex-
penses, access to effective health
care under reasonable quality
standards.

Diminishing historical financial
imbalances. The inequality be-
tween the two subsystems in terms
of expenditure has diminished no-
ticeably. The share of the total
government expenditure for the
uninsured has increased from 39.8
to 44.3% in the 2006-2013 period.
In addition, the difference in frans-
ferred resources to the state re-
ceiving the highest level of federal
spending on health (per capita)
and the state receiving the lowest
diminished by half between 2000
and 2010.

Reducing health-related out-
of-pocket and catastrophic ex-
penses. We present mounting ev-
idence that Seguro Popular has
reduced out-of-pocket payments
as a share of total health expendi-
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ture in Mexico (from 52.9% in 2004
to 49% in 2011). Purchasing med-
ications, however, continues to
be an important source of out of
pocket expenditures for affiliated
families pointing to the need of re-
viewing purchasing practices and
reforming the financial manage-
ment of the funds transferred to
the state governments via Seguro
Popular.

Guaranteeing access fo effec-
five health care services. It is clear
that the per capita financial trans-
fer to state governments for each
new daffiliate to Seguro Popular
as an incentive for increasing the
coverage of the intervention has
been a resounding success, i.e.
state governments aoffiliated 55.6
million people during 10 years of
operation (2003-2013).

In 2014, however, there were
still 21.8% of people reporting no
access to health services which
points to an overlap of social se-
curity beneficiaries and Seguro
Popular aoffiliates. A complemen-
tary explanation may be the fact
that when health care facilities
are of low quality, understaffed or
located far away from the place
of residence of the interview-
ee, he tends to report having no
health care protection.

A quite attractive positive effect
of Seguro Popular is related to
the utilization of heath care ser-
vices. We reported several studies
showing that offiliates have high-
er utilization rates of health care
services than the control groups,
in particular, people with greater
health needs, residing in the less
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developed states, and with the
lowest levels of income.

Despite the fact that Seguro Pop-
ular has clearly abated the finan-
cial imbalances of the health sec-
tor in Mexico, its positive results on
offiliation, service utilization, and
out-of-pocket and catastrophic
expenses reduction, it still has im-
portant shortcomings in the quality
of service provided. We suggest
that given the new and substan-
tial influx of federal funding to the
services provided by the state
governments, the latter have to
be subjected to a higher standard
regarding access and quality. This
higher standard may be achieved
through a combination of transfers
dependent on reaching specific
quality indicators, and vigorous cit-
izen oversight.
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