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Introduction

The number of Mexicans aged 60 or older is expected to increase from about 8 mil-
lion in 2000 to more than 36 million in 2050. Their share of the total population is 
predicted to grow from 7.3 % in 2000 to 17.5 % in 2030 and 28.0 % in 2050 (Zúñiga 
Herrera 2004; Van Gameren 2008, 2010). This growth will put considerable pres-
sure on Mexico’s public health-care and pension plans. Therefore, understanding 
the determinants of labor-force participation among older adults is an important 
policy issue.

In this study, we analyze the labor-market dynamics of middle-aged and older 
men in Mexico. Specifically, we examine their transitions between self-employment 
and salaried work, as well as between work and retirement, and analyze the role of 
health insurance and U.S. migration experience in determining self-employment.

Self-employment is characterized by the ability to identify economic opportuni-
ties and generate work for one’s self. It is perceived as an engine of entrepreneurial 
activity that has the potential to deliver more jobs in the future or, at the very least, 
a means of earning income in the absence of other opportunities. Mexico has one of 
the highest proportions of self-employed in its workforce. One in every three work-
ers reported self-employment status in 2009 (OECD 2011a), with self-employment 
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rates being higher for middle-aged and older workers (Fairlie and Woodruff 2007; 
Duval-Hernández and Orraca 2009). Possible reasons for the high prevalence of 
self-employment in Mexico include relatively low income levels, with lower in-
come countries displaying higher rates of self-employment in one cross-country 
comparison (Gollin 2002), numerous tax evasion opportunities (Torrini 2005), a 
lack of formal employment opportunities in Mexico’s rural areas (e.g., Perry et al. 
2007; Aguila et al. 2011), and migrant networks which help alleviate capital con-
straints for entrepreneurial activities (Woodruff and Zenteno 2007).

In Mexico, social-security and health-care services contributions are not man-
datory for self-employed workers. This may provide an incentive for the self-em-
ployed to work in the informal sector without public health insurance and eligibil-
ity for social-security benefits during retirement. While formal-sector workers are 
entitled to social-security benefits and health-care insurance provided mainly by the 
Mexican Social Security Institute (Instituto Mexicano del Seguro Social, or IMSS) 
in the private sector and by the Social Security Institute for Government Work-
ers (Instituto de Seguridad y Servicios Sociales de los Trabajadores del Estado, or 
ISSSTE) in the public sector, informal-sector workers who do not pay into these 
systems are only entitled to noncontributory pensions and health care services such 
as “70 y más” and “Seguro Popular”. This has significant implications, given that 
58 % of the labor force is in the informal sector (Perry et al. 2007).

There is a considerable amount of empirical and theoretical research on self-em-
ployment and entrepreneurship (Blanchflower and Oswald 1998; Guiso et al. 2004; 
Hurst and Lusardi 2004; Evans and Jovanovic 1989; Evans and Leighton 1989; 
Holtz-Eakin et al. 1994; Gentry and Hubbard 2000; among others), particularly 
among older persons (Hochguertel 2004; Fonseca et al. 2007; Zissimopoulos and 
Karoly 2007; among others). Previous studies have used U.S. and Mexican Census 
data to analyze entrepreneurship among Mexicans living in the United States and 
Mexico (Mora 2006; Mora and Davila 2006; Fairlie and Woodruff 2007, 2010). 
Other studies have analyzed the characteristics of self-employed using the Mexican 
employment survey (Samaniego 1998; Wong and Parker 1999) and the Mexican 
income and expenditure survey after the 1994 introduction of NAFTA to analyze 
poverty and inequality of self-employed (Popli 2010) and self-employment in rural 
areas (González and Villarreal 2006).

The importance of health-care coverage as an explanation for self-employment 
at elderly ages has been previously documented for the United States (Parker and 
Rougier 2007; Zissimopoulos and Karoly 2007; Fairlie et al. 2011). Other studies 
have analyzed the occupational choices and characteristics of return migrants in 
Mexico (Papail 2002, 2003). This is the first study to analyze the interactions be-
tween self-employment, return migration, and health insurance for middle-aged and 
older persons in Mexico.

We use a unique source of information, the Mexican Health and Aging Study 
(MHAS) to examine this issue. The MHAS is similar to the U.S. Health and Retire-
ment Study (HRS) in being a nationally-representative panel survey of individu-
als at least 50 years of age. We use cross-tabulations to describe the characteris-
tics of the sample and its labor-market transitions, and a probit model to examine 
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predictors of self-employment. Results suggest that return migrants who worked 
1–9 years in the United States are more likely to be self-employed in Mexico than 
those who never migrated. We also find the self-employed are less likely to have 
health insurance and more likely to retire at older ages than salaried workers and a 
large proportion of salaried and self-employed workers transition directly to retire-
ment with few movements between salaried work and self-employment.

In Sect. 2, we describe our data and provide descriptive statistics. In Sect. 3, 
we examine transitions between self-employment and salaried work, and between 
work and retirement. In Sect. 4, we explore the likelihood of being self-employed, 
particularly among individuals who had migrated to the United States and returned. 
In Sect. 5, we discuss the policy implications of this research.

Data

The MHAS is a three-wave panel survey conducted in 2001, 2003, and 2012 among 
Mexicans at least 50 years of age. The data set is nationally representative and con-
tains information on demographic and employment characteristics, health status, 
access to health-care services, family transfers, and wealth for 9,862 households. 
It includes spouses of eligible individuals regardless of age, although we did not 
include spouses less than 50 years of age in this analysis.

The first wave interviewed individuals between May and August of 2001. It is 
worth highlighting that information was not gathered for only 10.3 % of the 11,000 
selected households. These very high response rates show the survey to be of high 
quality. The second wave re-interviewed these individuals (including those who had 
moved) from June to September 2003. The second wave also achieved a very high 
response rate, 94.22 % (MHAS 2004; Wong and Espinoza 2004). The third wave in-
terviewed surviving individuals between October and November 2012 and included 
new respondents to ensure the sample remained representative of the 50-and-older 
population in Mexico. Altogether, more than 14,000 individuals in the 2001 and 
2003 were reinterviewed in 2012, with the total sample now including 20,927 indi-
viduals and having an overall response rate of 88 % (INEGI 2013).

Variables Description

Self-Employment Status Self-employment can include a broad spectrum of occu-
pations, ranging from family and unpaid workers to business owners. Because we 
are interested in studying the role of formal insurance in influencing occupational 
choices in the Mexican labor market, we do not include family and unpaid workers 
in our analysis of the self-employed. Rather, we define self-employed workers as 
those individuals who report being a business owner or self-employed in their main 
job and also report having been employed the previous week.
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Health Insurance We are able to identify the social-security system to which 
MHAS respondents contribute (IMSS, ISSSTE, or other). These social-security 
institutes provide health-care services and a pension system. In this study, we clas-
sify individuals as insured or uninsured according by whether they have access 
to health insurance through a social-security institution. The uninsured are in the 
informal sector and the insured in the formal sector of the economy.

Return Migrants MHAS asks respondents if they have worked or lived in the 
United States (excluding holidays or short visits). We categorize return migrants by 
the length of their stay in the U.S.

Health and Life Satisfaction We use three categories of self-reported health sta-
tus, (1) excellent, very good, or good, (2) fair, and (3) poor. We define respondents 
expressing satisfaction with life as those who reported having enjoyed life for most 
of the time in the past week.

Education, Income, Wealth, Number of Years in Main Job, and Demographic 
Characteristics To measure education, we categorize individuals into those who 
completed a primary education and those who did not. To measure income, we use 
the MHAS derived variables of total household income and net worth for 2001 and 
2003, which include detailed information on the sources and amounts of income 
and wealth. Unfortunately, the 2012 wave data does not yet have these derived 
income measures. Total household income includes earned income, business prof-
its, property rent income and expenses, capital-assets income, pension income, fam-
ily transfers, and transfers from government programs or individuals who are not 
family members. Net worth includes, net of debt, the value of real-estate properties, 
business and capital assets, and vehicles, as well as other assets such as the value 
of savings and deposit accounts.1 We categorize these variables into tertiles with 
respect to the entire MHAS population. Number of years in the main job indicates 
the number of total years the respondent worked in his life for income or profits. 
Other characteristics of interest include age, marital status, number of children, and 
residence in urban or rural areas.

Sample

We limit our analysis to male respondents 50–79 years of age and with full-time 
employment in 2001 for whom occupational type is available and who were inter-
viewed in all three survey years. We do not include females because they have very 
different labor dynamics, particularly among the cohorts we analyze. We also do 
not include part-time workers because their small sample size ( N = 853) prohibits a 
reliable analysis of transitions, particularly those that occurred between 2003 and 
2012, given that most had already retired by 2003.

1 The derived-income measures include imputed values from unfolding brackets for nonresponses. 
A detailed description of the imputation method can be found in Wong and Espinoza (2004).
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An important limitation in our data is that in 2001 the MHAS did not ask respon-
dents the occupational type of their current main job, i.e., whether they were self-
employed or had salaried employment for their main job. Rather, it only solicits this 
information for the main job they held throughout their lives. This problem affects 
38 % ( N = 910) of the total sample we analyze ( N = 2,370) since these individuals 
were not currently employed in a job similar to that which they had throughout their 
lives. Nevertheless, for most of these respondents, we are able to impute self-em-
ployment status using indirect information. Specifically, 708 of the 910 respondents 
missing information in 2001 indicated in 2003 that they had been at their job for 2 
or more years, thus providing information on whether they were self-employed or 
salaried in 2001. Another six reported in 2003 having worked 2 or more years in 
their current job but being an unpaid worker. We exclude these individuals from the 
sample. We use information on health insurance type and salary income for 2001 to 
classify another 152 individuals. In total, we were not able to account for 50 of the 
910 individuals, constituting 2 % of the sample of interest.

Characteristics of Middle-Aged and Elderly Self-Employed 
and Salaried Workers in Mexico

Self-Employment Rates

Table 7.1 shows rates of self-employment by age in 2001, 2003, and 2012 for males 
who were 50–79 and working full-time in 2001. This table demonstrates that self-
employment rates increase with age, suggesting that self-employed workers retire at 
older ages possibly due to a lack of social security benefits. (Because the table 
focuses on those working, in 2003 and 2012 it excludes those who retired since 
2001).

Table 7.1  Self-employment rates by groups of age (%). (Source: Authors’ calculations using the 
2001, 2003, and 2012 MHAS)

2001 2003 2012
Unweighted N 2273 1828 805
Weighted N 2,578,740 2,010,038 922,170
Age
50–54 53.32 49.31
55–59 50.14 49.97
60–64 54.48 54.04 53.68
65–69 54.47 55.02 57.31
70–74 67.92 66.99 68.60
75–79 77.18 77.99 68.56
Notes: Self-employment rates indicate the self-employed as a proportion of salaried workers and 
self-employed workers
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Socioeconomic Characteristics of the Sample

Tables 7.2 and 7.3 shows summary statistics of males aged 50–79 in 2001 who were 
working full-time that year. We show characteristics of both self-employed and sal-
aried workers in all 3 years of the survey to better understand the role of selection 
over time. (Again, the table excludes in later years those who retired after 2001).

The age pattern of both self-employed and salaried workers across years shows a 
tendency for self-employed workers to remain in their current position longer than 
salaried workers. In 2001, 28 % of self-employed workers were at least 65 years 
of age, compared to 21 % of salaried workers. This 8-%-point gap did not change 
much by 2012, suggesting that more salaried workers exited the labor force, pos-
sibly as a result of becoming age-eligible for retirement social security benefits.

A striking difference between self-employed and salaried workers is their marital 
status in 2012, when 83 % of the self-employed were married compared to 75 % of 
salaried workers. This suggests that salaried employment provides an easier path-
way toward retirement for married couples than self-employment.

Lower levels of education also appear to be associated with self-employment. In 
every year, the proportion of self-employed workers who had completed a primary 
education is at least 8 % below that for salaried workers.

In addition to their lower levels of education, self-employed workers are in the 
lower ends of the income and wealth distributions in the 2 years for which data is 
available. In both 2001 and 2003, a higher proportion of self-employed workers 
were in the bottom tertile of income and wealth than salaried workers.

Over time, the self-employed included a higher proportion of U.S. return mi-
grants. Among 2001 respondents, 14 % of the self-employed had lived in the United 
States, compared to 9 % of salaried workers. In 2012, 17 % of the self-employed 
respondents we analyze had lived in the United States, compared to 10 % of salaried 
workers. This suggests a link between U.S. migration experience and self-employ-
ment that we explore further with probit models.

Health Insurance, Health Status, and Life Satisfaction

Table 7.3 shows the health insurance coverage, health status, and reported life satis-
faction of full-time self-employed and salaried workers aged 50–79 in 2001 and of 
those in this group remaining employed in subsequent years. In every year, a much 
lower proportion of self-employed workers than salaried workers have health insur-
ance from social-security institutions. By 2012, however, Seguro Popular narrows 
this gap by providing coverage for 42 % of self-employed workers.

Over time, the health disparities between both groups, as captured by self-re-
ported health, converge. In 2001, 45 % of the self-employed in this group rated their 
health as “Excellent,” “Very good,” or “Good,” compared to 49 % of salaried work-
ers. By 2012, 40 % of the self-employed in this group still working rated their health 
at least as “good,” compared to 42 % of salaried workers, and the self-employed 
were slightly less likely to rate their health as “poor.” This convergence may be 
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2001 2003 2012
Self-
employed

Salaried Self-
employed

Salaried Self-
employed

Salaried

Unweighted N 954 1319 757 1071 419 386
Weighted N 1,415,080 1,163,660 1,088,582 921,456 546,343 375,827
Age group ( %)
50–54 23.70 25.23 13.29 16.14 NA NA
55–59 23.53 28.45 26.97 31.90 NA NA
60–64 24.99 25.38 24.38 24.49 27.19 34.52
65–69 13.02 13.23 18.99 18.34 40.75 44.14
70–74 11.13 6.39 14.72 8.57 23.15 15.40
75–79 3.63 1.31 1.65 0.55 8.90 5.94
Total 100 100 100 100 100 100
Married (%) 84.89 84.85 84.22 84.96 82.61 75.28
Years in U.S. ( %)
0 85.85 90.50 82.83 88.61 82.96 89.74
1–9 13.04 7.90 15.32 9.40 15.35 8.40
10–19 0.78 1.32 1.37 1.48 1.36 0.88
20–29 0.33 0.00 0.47 0.00 0.24 0.32
30+ 0.00 0.28 0.00 0.51 0.08 0.66
Total 100 100 100 100 100 100
More than primary 
level education

30.32 38.25 28.96 39.61 36.00 45.29

Income ( %)
1st tertile 48.54 24.95 34.07 14.33 NA NA
2nd tertile 26.12 37.88 31.87 39.60 NA NA
3rd tertile 25.34 37.17 34.06 46.07 NA NA
Total 100 100 100 100 NA NA
Net wealth ( %)
1st tertile 46.98 38.21 42.27 31.88 NA NA
2nd tertile 29.05 35.30 32.20 34.43 NA NA
3rd tertile 23.97 26.49 25.52 33.69 NA NA
Total 100 100 100 100 NA NA
Household size 4.36 4.40 3.85 3.40 3.93 3.91
Years in main job 43.07 41.83 42.44 41.15 39.14 37.98
Urban (%) 52.34 78.71 51.13 79.78 66.64 68.91
Notes: Estimates are weighted. We only include individuals interviewed in 2001, 2003, and 
2012. In 2012, all respondents have aged out of the 50–59 age categories. Income and net wealth 
variables are not yet available for 2012

Table 7.2  Socioeconomic characteristics of males self-employed workers and salaried workers. 
(Source: Authors’ calculations using the 2001, 2003, and 2012 Mexican Health and Aging Study 
MHAS)
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due to many unhealthy individuals in both groups having retired by 2012. Interest-
ingly, despite their worse health, self-employed workers were more likely to report 
having enjoyed life in the previous week. We later explore these differences with 
transitional models and control variables.

Self-Employment and Salaried Workers Labor and 
Retirement Transitions

Tables 7.2 and 7.3 show the changing characteristics of self-employed and salaried 
workers over time. They do not indicate whether these changes are due to retirement 
or movements between self-employment and salaried employment. In other words, 
do self-employed workers retire later or do they simply take up salaried work? What 
proportion remains self-employed over time?

We use the panel component of the MHAS and describe labor market transitions 
for males aged 50–79 with full-time employment in 2001. It is worth reiterating that 
we only capture the labor status of these individuals in 2001, 2003, and 2012 and do 
not observe transitions between survey years. Rather, we calculate transition rates 
to self-employment, salaried work or retirement in 2003 and 2012, conditional on 
being self-employed or salaried workers in the immediately preceding survey year.

Table 7.4 shows the labor-market transitions of males aged 50–79 that were full-
time salaried or self-employed workers in 2001. This table shows that, by 2003, a 
greater proportion of the self-employed (86 %) had remained in their 2001 position 

2001 2003 2012
Self-
employed

Salaried Self-
employed

Salaried Self-
employed

Salaried

Unweighted N 954 1319 757 1071 419 386
Weighted N 1,415,080 1,163,660 1,088,582 921,456 546,343 375,827
Health insurance (%) 28.25 64.34 36.81 59.06 34.68 54.17
Seguro popular (%) NA NA NA NA 42.05 34.74
Health status ( %)
Excellent/very good/
good

44.72 48.86 41.67 41.78 40.35 41.77

Fair 42.84 44.68 43.47 50.52 52.48 48.33
Poor 12.45 6.46 14.86 7.70 7.17 9.90
Enjoyed life in previ-
ous week

79.05 73.66 75.74 71.65 82.96 78.34

Table 7.3  Health insurance, health status, life satisfaction by self-employment or wage/salary 
worker. (Source: Authors’ calculations using the 2001, 2003, and 2012 Mexican Health and Aging 
Study MHAS)

Notes: Estimates are weighted. Health insurance includes health care services provided by social 
security institutions excluding Seguro Popular. Seguro Popular is a noncontributory health care 
services introduced in 2004. Therefore, this information does not exist for the years 2001 and 2003
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than salaried workers (83 %). This table also shows that a slightly higher proportion 
of salaried workers (12 %) than self-employed workers (10 %) retired during this 
time.

We next examine whether this pattern persists over time. Every year an individu-
al remains in the labor force has tangible effects on Mexico’s budget through social-
security contributions, labor-force productivity, and reliance on public pensions. 
Given Mexico’s extremely high effective retirement age compared to other OECD 
countries (OECD 2011b), it is worth exploring how long self-employed workers 
remain in the labor force compared to salaried workers.

The second panel of Table 7.4 displays the labor force transitions of self-em-
ployed and salaried workers between 2003 and 2012. This table shows that even 
9 years later, at which point many respondents had surpassed Mexico’s retirement 
age, a lower proportion of self-employed individuals had retired (44 %) compared 
to salaried workers (49 %). On one level, this is not surprising. As noted, in Mexico, 
informal workers are not required to pay into the public pension system and may, 
therefore, remain in the labor force given they cannot receive a public pension.

A higher proportion of self-employed workers remain in the labor force after 
the normal retirement age, 65, than salaried workers, and few of them transition 
to salaried work at older ages. However, the data we have analyzed so far do not 
show whether these patterns persist throughout the years. In other words, does self-
employed lead to later retirement only if individuals have been self-employed most 
of their working lives? Or do those who transition from salaried to self-employment 
also remain in the labor force longer than those who are salaried?

Table 7.5 displays multi-year transitions for full-time male workers aged 50–79 
who were salaried and self-employed in 2001. Unlike Table 7.4, this table displays 
not only single-year transitions, but also subsequent transitions between 2003 and 
2012 conditional on previous transitions between 2001 and 2003. This table shows 
that a higher proportion of workers who were salaried in both 2001 and 2003 retired 
in 2012 (48 %) compared to those who were self-employed in these 2 years (42 %). 
Moreover, nearly all individuals who transitioned from salaried to self-employed 

Table 7.4  Transitions to salaried worker or self-employment or retired in 2003 or 2012 condi-
tional on being salaried worker or self-employed in 2001 or 2003 (%). (Source: Authors’ calcula-
tions using the 2001 and 2003 Mexican Health and Aging Study MHAS)

Salaried Self-employed Retired
2001/2003
Salaried ( N = 1319) 82.52 4.77 12.06
Self-employed ( N = 954) 2.64 86.39 10.12
2003/2012
Salaried ( N = 1071) 27.03 22.34 48.84
Self-employed ( N = 757) 7.52 40.49 44.13
Notes: Estimates are weighted. The first panel includes males aged 50–79 in 2001 working 
full-time. The second panel includes males aged 50–79 in 2001 working full-time with data for 
2003 and 2012
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between 2001 and 2003 had retired in 2012 (97 %). Because this sample is small 
( N = 32), however, further analysis would be needed to understand whether these 
individuals use self-employment as a “bridge job” before retirement and what hap-
pens to their eligibility for social-security benefits.

Self-Employment, Health Insurance and Return Migration

Access to health insurance offered by social-security institutions may signal wheth-
er middle-aged and elderly self-employed are more likely to be in the formal or 
informal sectors, a distinction with implications for income security in old age. We 
analyze whether self-employed have such access, as well as whether individuals 
with U.S. migration experience are more likely to become self-employed or salaried 
workers. Migrants with truncated labor histories may have different incentives to 
join the formal labor market when they return to Mexico than their non-migrant 
counterparts. There may also be market rigidities that do not allow them to transi-
tion into formal employment.

Empirical Strategy

We use a probit model to analyze the likelihood of being self-employed while con-
trolling for observed individual characteristics:

where SEit  takes on the value 1 for an individual, i, self-employed in year t. Xit is a 
vector consisting of socioeconomic characteristics including age, education, num-
ber of household residents, marital status, residence in urban or rural areas, number 
of years in main job, household net worth, and household income. HIit  is a vector 
of indicators for access to health care insurance. Hit  is self-reported health status 

0 1 2 3 4( 1) ( )it it it it itP SE f X HI H Mα α α α α= = + + + +

Table 7.5  Transitions to salaried worker or self-employment or retired in 2012 conditional on 
being salaried worker or self-employed in 2001 and 2003 (%). (Source: Authors’ calculations 
using the 2001, 2003, and 2012 Mexican Health and Aging Study MHAS)
2001 2003 2012

Salaried Self-employed Retired
Salaried Salaried ( N = 1051) 27.86 22.57 48.13
Salaried Self-employed ( N = 32)   0.17   2.61 97.21
Self-employed Salaried ( N = 20)   1.82 15.46 70.37
Self-employed Self-employed ( N = 725)   7.78 41.86 42.21
Notes: Estimates are weighted and do not add up to 100 % because a small proportion reported 
“don’t know” or refused to answer the question in 2012 or were unpaid family workers
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and life satisfaction. Previous studies have found that self-employed individuals 
report higher life satisfaction (Andersson 2008). Mit  includes number of years in 
the United States for return migrants. Robust standard errors are clustered at the 
individual level to adjust for serial correlation.

Results

Table 7.6 shows the effect of several explanatory variables in predicting self-em-
ployment. Before interpreting their marginal effects, it is important to note that the 
sample becomes more selected across years as more individuals retire and exit the 

(1) (2)
Age
55–59 − 0.0761 − 0.0517

(0.0494) (0.0482)
60–64 0.0373 0.0159

(0.0638) (0.0565)
65–69 0.0308 − 0.0137

(0.0738) (0.0674)
70–74 0.1332 0.1549*

(0.0871) (0.0821)
75–79 0.1769 0.1063

(0.1189) (0.0958)
Enjoyed life in previous week 0.1187*** 0.1109***

(0.0418) (0.0394)
Married − 0.0672 0.0113

(0.0651) (0.0703)
Completed primary education or more 0.0828 0.0676

(0.0504) (0.0443)
Household size 0.0045 − 0.0028

(0.0084) (0.0084)
Lives in urban area − 0.1466*** − 0.1577***

(0.0510) (0.0453)
Total years worked 0.0015 0.0009

(0.0024) (0.0020)
Health status
Fair − 0.0208 − 0.0232

(0.0369) (0.0321)

Table 7.6  Probit model describing the characteristics of self-employed (marginal coefficients). 
(Source: Authors’ calculations using the 2001, 2003, and 2012 Mexican Health and Aging Study 
MHAS)
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(1) (2)
Poor 0.1213** 0.0654

(0.0550) (0.0495)
Years in U.S.
1–9 0.1355** 0.1352***

(0.0609) (0.0505)
10–19 − 0.2938* − 0.2033

(0.1685) (0.1542)
20–29 0.0000 0.4823

(0.0000) (0.3211)
30 + 0.0000 − 0.6673***

(0.0000) (0.2144)
Health insurance coverage − 0.2970*** − 0.2882***

(0.0363) (0.0313)
Seguro popular − 0.1578**

(0.0679)
Income
2nd tertile − 0.1647*** NA

(0.0526)
3rd tertile − 0.1055* NA

(0.0591)
Net wealth
2nd tertile 0.0433 NA

(0.0488)
3rd tertile 0.0335 NA

(0.0571)
2003 0.0389 − 0.0214

(0.0301) (0.0259)
2012 NA 0.0671

(0.0536)
N 2123 3391
Notes: Estimates are weighted. The second column includes the pooled data for 2001 and 2003 
and the third column includes pooled data of 2001, 2003, and 2012 for observations with 3 years 
of data. NA refers to non-applicable because the 2012 wave does not provide derived measures 
of income and net wealth and in model 1 we do include the year 2012. We therefore excluded 
these measures from this specification. Omitted benchmark categories are: age group 50–54 
years old; not having mainly enjoyed life in the previous week; single/divorced/separated union/
widow from union/widow from marriage; incomplete primary education or no schooling; lives 
in rural area; excellent, very good, and good self-reported health status; no migration to the U.S.; 
not covered by IMSS, ISSSTE, PEMEX, private insurance, or other health insurance (exclud-
ing Seguro Popular); 1st tertile of income and net worth; and the year 2001*p < 0.1; **p < 0.05; 
***p < 0.01

Table 7.6 (continued) 
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labor force. Model 1 only contains observations for the years 2001 and 2003, a time 
period likely less subject to selection given the temporal proximity of both survey 
years, while model 2 includes pooled observations with data for all 3 years. We also 
calculated separate models for both time frames given, unfortunately, the MHAS 
does not yet contain for 2012 information on income and net worth. A comparison 
of both models serves as a robustness check for the variables available in all years.

It is important to note that Table 7.6 does not provide information on transitions 
to self-employment but rather only accounts for contributors to self-employment.

Consistent with the literature, we found the self-employed are less likely to 
have health-insurance coverage in the model 1 which applies to 2001 and 2003 and 
model 2, which applies to all 3 years (Zissimopoulos and Karoly 2007; Parker and 
Rougier 2007). Having health insurance decreases the probability of self-employ-
ment by 30 % points in model 1 and 29 % points in model 2. We found a similar 
but somewhat weaker pattern for Seguro Popular in model 2. These findings sup-
port the hypothesis that individuals essentially relinquish access to health-insurance 
coverage upon becoming self-employed.

Also consistent with the literature, both models suggest that self-employment is 
associated with increased life satisfaction (Andersson 2008). An important related 
question is whether self-employment generates greater life satisfaction or whether 
individuals satisfied with their lives select into self-employment. The models indi-
cate the self-employed are less likely to live in urban areas, which is consistent with 
earlier research (Amuedo-Dorantes and Pozo 2006).

U.S. migration experience affects the probability of self-employment. In mod-
els 1 and 2, individuals who had been in the United States from 1 to 9 years were 
approximately 14 % points more likely to be self-employed than those with less 
migration experience. Previous theoretical work provides a possible explanation 
for the significance of this variable. Stark et al. (1997) hypothesize that immigrants 
remain abroad only enough time to save an amount of money that would maximize 
utility in the home country. Our results suggest that the optimal length of stay may 
be 1–9 years for older males in Mexico who wish to become self-employed upon re-
turning to Mexico. It is possible that these individuals accrued the financial capital 
in the United States with which they later became self-employed in Mexico. Durand 
et al. (1996) find that Mexican return migrants are more likely to accumulate sav-
ings while in the United States, savings they use for productive purposes if having 
access to capital resources in their home country.

Model 2, which includes data for all three MHAS years, suggests a u-shaped 
relationship between years in the United States and the probability of self-employ-
ment. In this model, individuals still working in 2012 and who had spent 1–9 years 
in the United States were more likely to be self-employed than those with no U.S. 
migration experience. At the same time, Model 2 shows those who had lived in the 
United States for at least 30 years were 67 % points less likely to be self-employed. 
This u-shape pattern suggests that only individuals who spend an intermediate num-
ber of years in the United States are likely to return to Mexico to become self-em-
ployed. It is possible that those who spend this amount of time in the United States 
migrated for the express purpose of accumulating assets they could use to pursue 
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self-employment in Mexico. In contrast, those with more than 30 years of U.S. 
migration experience lived all or nearly all their adult working years in the United 
States. Such individuals may have prioritized using their U.S.-accumulated resourc-
es on U.S.-based attachments rather than self-employment prospects in Mexico.

Given the descriptive nature of our model, we can only speculate on these issues. 
Moreover, because this model is highly subject to selection bias resulting from re-
tirement, our coefficients may indicate that there is a negative relationship between 
years in the United States and self-employment only for individuals who work until 
very old ages.

Conclusion and Discussion

Self-employment and entrepreneurship are characterized by the ability to identify 
economic opportunity and generate one’s own work and firms. The businesses self-
employed workers create are characterized by growth, competitiveness, and effi-
ciency in the allocation of resources or, at the very least, could represent a source 
of income in the absence of other opportunities as salaried worker. In this study 
we used longitudinal MHAS data to examine the characteristics of middle-aged 
and older self-employed Mexican males who work full-time, and the role of health 
insurance and U.S. migration spells in determining self-employment. We find that 
return migrants who have worked 1–9 years in the United States are more likely to 
be self-employed and that the self-employed are less likely to have access to health 
insurance. This latter finding may indicate that the self-employed are more likely to 
be in the informal sector and not eligible for social security benefits in retirement. 
We also find that self-employed workers are less likely to retire than salaried work-
ers.

In Mexico, self-employed workers are not mandated to contribute to the social 
security system. The findings of this study highlight the potential lack of income 
security and vulnerability this population faces during old age. It is out of the scope 
of this study to analyze the incentives to remain in the informal sector during work-
ing age. However, previous studies have found that government social assistance 
programs such as non-contributory pensions and health care services may incentiv-
ize individuals to remain in the informal sector (e.g., Aterido et al. 2011; Bosch and 
Campos-Vázquez 2010; Perry et al. 2007). Additionally, when a worker is affiliated 
with IMSS, her or his health care insurance is extended to the spouse, children, 
and economically dependent parents, disincentivizing these family members from 
contributing to the social security system. Doing so would entail paying twice to 
receive the same benefits (e.g., Aguila et al. 2011). Another explanation for the high 
rates of informality is that rural areas may have less access to formal employment 
(e.g., Perry et al. 2007; Aguila et al. 2011). Our findings suggest that social policies 
targeted toward increasing the participation of self-employed in the social security 
system may improve well-being during retirement in Mexico for a large proportion 
of the population.
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Topics for further research include analyzing how economic cycles affect labor-
force participation and type of occupation of middle-aged and older workers. Mexi-
co suffered a mild recession in 2001 and 2008. It would be interesting to understand 
whether macro shocks affect self-employment decisions.
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