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Abstract

This paper uses multinomial logit to analyze ecoicomsecurity for Chile and Mexico
from household surveys. It analyses the effect ghann well-being, age, health, wealth,
employment status, gender and education have ameto insecurity. The results show
that the most significant variable is current expesto adverse events, the second most
significant is age and the third is health. Therenir exposure to adverse events produces
great anxiety and concern about and the inabiiityetover from these bad events. Older
households assign higher probabilities to neggirespects and are thus subject to higher
levels of economic insecurity. This also occurs mitlee household head is seriously ill.
The effect of gender and wealth on negative expieas is very small, while education
only affects Mexico, while self-employment only @hiFinally, the similarities between
Chile and Mexico provide evidence of identifiabkgtprns for economic insecurity in Latin
American countries.
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I. Introduction

Many countries have recently observed an increasariability in both household incomes
and wealth, due to recessions, economic slowdowamployment and instability. As a

result of this, the issue of economic insecuritgusrently drawing an increasing amount of
attention.

Although the literature does not entirely agreenow to measure economic insecurity, the
most commonly used definitions involve subjectiwqgeptions on how individuals regard
the development of their personal financial situatiEconomic insecurity was defined by
Osberg (1998, p.23) as “the anxiety produced bgc& bf economic safety — i.e. by an
inability to obtain protection against subjectivedignificant potential economic losses”.
Jacobs (2007, p.1), from the political sciencedfielefined it as a combination given by
“the intersection betweeaaerceived andactual downside risk. To develop a more rigorous
and precise measure of economic insecurity, Boss®attD’Ambrosio (2009, p.1), after
analyzing the definitions currently in use, redefiaconomic insecurity as “the anxiety
produced by the exposure to adverse events anthdbdity to recover from them”. By
definition then, insecurity is a concept relatethe to the exposure to adverse events or to
the risk of exposure to adverse events. The ewdiat referred to as a shock, affects the
household’s well-being, by having an effect over thdividual or his family (as an illness
or unemployment), the community, the region, ornettee nation (a natural disaster or
macroeconomic crisi)

The likelihood that an objective shock, of a spgeamagnitude, will result in a larger or
smaller decline in subjective well-being can becdbgd in terms of vulnerability or
resilience — the more vulnerable (less resiliergyaup, family or individual is, the greater
the decline in well-being, for any given shock. lRéxposure measures the probability that
a certain risk will occur. Risks can be classifeedmicro, meso, and macro according to the
level at which they take place. Macro shocks aatshe national or international level such
as macroeconomic crisis, wars and civil strife. Mebocks strike groups of households or
an entire community or village, such as drought$ feoods. Micro shocks are idiosyncratic
and affect specific individuals or households andespond with events like illness or
unemployment.

Even when the risk of exposure to adverse eventSigh, the existences of coping
strategies that seek to lessen the potential impiaat shock reduce economic insecurity.
The possibility of accessing assets, governmentsteas, unemployment and health
insurances, government provision of emergency mtd other social security benefits
reduces economic insecurity.

Because of the relevance of the individuals” pdreepof economic insecurity in well-
being, Osberg and Sharpe (2002) argue that it dhioelmeasured and considered as an

! Substantial parts of this paragraph and the fatigviwo follow the definitions and concepts found i
“World Development Report 2000/2001, Attacking Payg published for the World Bank b@xford
University Press, 2001.



integral part of an indicator of the economic waing of society. Yet, there are a series of
dichotomies in how to measure economic insecurity avhat to measure. It can be
measured objectively with an index, or subjectivélgm the answers provided by
households on how they feel. It can measure hoecun#ty changed after a shock (ex-post
measure) or it can measure households’ perceptabmut future shocks (ex-ante
measures). Insecurity may be a measure of thetefdé@vents over income (an economic
measure of well-being) or it may measure a widercept where economic measures are
expanded with psychological attributes (a measdrgemeral well-being). Osberg and
Sharpe (2005) set out to construct an index of @won insecurity, which is modified and
complemented by Berloffa and Modena (201l1a, 20ibb)nclude new measures of
economic insecurity related to the risk of unempient.

The study of economic insecurity in economics stiaudnsider the effect of certain very
relevant variables over expectations on well-b&ingd the effect of these expectations over
economic insecurity. The relationship between etgiEms and economic insecurity
focuses in the perceived risks of exposure to advevents and derives a subjective
idiosyncratic measure. Scheve and Slaughter (200dgt their attention to the economic
insecurity associated with FDIs, by associatingeases in worker’s self-perception of the
risk of losing their job to the demand for labowr tultinationals. Dominitz and Manski
(1997) find that respondents with a high risk oé @dverse outcome tend also to perceive
high risks of having other negative outcomes. Tkaidy finds that economic insecurity
tends to decline with age and with schooling arad thinority respondents perceive much
greater insecurity than do whites, especially amoa¢es. They also find that expectations
and the realizations of health insurance coveragedd job loss tend to match up quite
closely.

In Latin America, the measurement and analysisubfextive indicators of well-being has
been pioneered by the work of the Inter-Americandd@ment Bank, presented to a great
extent in Lora et al. (2008). It introduces a Sabye Human Development Index,
comparable to the well-known United Nations Humav&opment Index. It compares the
gap between the individual's perceptions, the tgalf his own live and the situations in
his country, based in worldwide surveys on the itpalf life established in 2006 by
Gallug’. In this index a country does poorly when peraeptilag behind reality, especially
where perceptions are very negative in the facevesfy real achievements in human
development.

Beyond the work of the Inter-American Bank, economisecurity in Latin America has
received little consideration from economists. Ro@2001) finds economic insecurity in
Latin America is multifaceted and feeds from maoyrses. He argues that some of the
insecurity arises from the observed decline in eymplent protection and the increased
volatility of outcomes faced by households, whitether part of it is the result of erratic
capital flows and the systemic instability obseradimes. Finally, he also considers that
an important component is associated with the weskmof the institutions of voice and
representation. Glewwe and Gillette (1998) useronifata to study vulnerability in Peru,
and find that households with better educated heaeldess vulnerable; female headed

2Gallup World Poll, 2006. Available at http://wwwIa.com/consulting/worldpoll/24046/about.aspx.



households are not more vulnerable than male hehdedeholds; and households with
more children are more vulnerable.

The main objective of this paper is to derive measwf economic insecurity for Chile and
Mexico from data obtained directly from responderstibjective appreciation of their past
and future situation. Micro-data from these two ihafmerican countries is used to
construct and to instrumentalize the definition eleped by Bossert and D’Ambrosio
(2009) where economic insecurity is defined as ‘dhgiety produced by the exposure to
adverse events and the inability to recover froemthi

The econometric estimations use multinomial logite the technique is especially well
suited for this research. Representative housefinideys from each country provide the
data which is exploited matching procedures, végmlnd estimation techniques for both
countries so that results are deemed highly corbparahe left hand variable is anxiety
and is measured by the subjective probabilitiessbbald heads assign to future adverse
events. The right hand variables are (i) the hoolselnead subjective perception on
whether he currently is or not subject to an advengent, (ii) his age, (iii) his subjective
perception of his health, (iv) his wealth, (v) keisiployment status and (vi) his education.
The inability to recover from a shock is measurgdhe effect current adverse events have
over anxiety. A principal component analysis (P@Q#&jex based on ownership of durables
was constructed as a proxy for wealth.

This study focuses on the microeconomic and detemts of economic insecurity,
referring to those that distinguish one househathfanother. The study answers questions
of the kind: “what types of households are morecuse?”, rather than others of a more
macro nature, such as: “what makes all househotits or less insecure? Idiosyncratic
(micro) risks are mainly associated with agingplabmarket, health and wealth. Aging is
linked to social isolation, inability to continueovking, and uncertainty about whether
transfers will provide an adequate living. Labowarket risks include unemployment,
falling wages, and having to take up precariouslandquality jobs in the informal sector
as a result of losing the (good) job. Health issoelide the cost of treatments, losing the
job and earning less. Wealth provides resourcespe with problems and mitigate their
effects. These variables give information on howpgte currently feel, providing the
building blocks for ex-ante measure of economieausity.

This study is one of the very first to use househwlicro-data to measure economic
insecurity, and one of the few to research econonsecurity in emerging countries. The
econometrics provides new information on the raleeaof age, health, wealth, education,
gender and employment status on economic insecltriyso gives insights helpful for the

design of policies directed at reducing economseaurity.

The paper is structured as follows: Section Il exas the data and describes the variables;
Section Il presents a set of descriptive stassfar both Chile and Mexico. Section IV
contains the econometric results and the marginababilities, Section V discusses the
results while finally Section VI presents the carsobns.



Il. Data Sources and Variable Construction

The Chilean data comes from the National Socio-Booa Characterization Survey panel
(CASEN-PANEL), that has been implemented in threxeg; 1996, 2001 and 2006. The
survey is representative for households in geogecaphreas covering around 60% of the
country, and is also roughly representative atriigonal level. This research is based on
data from the 2006 survey, which compromises 3ht@i®eholds with 14,558 individuals.
The survey conveys current and historic informatboanseveral social and economic issues
including past and current economic well-being,extations on economic well-being, age,
gender, labor status, health and ownership of desabmong others. The expanded data for
2006 revealed 9,590,087 individuals and 2,377,6@8séholds. The data set has some
limitation primarily due to the fact that the labdustory sub-base has not been made public.
A second limitation is the large number of respanisldhat answered the questionnaire
only partially or omitted the questions on expeaota, forcing a reduction in the sample
size to 1,687 observations, which then expandsd®51812 households.

The Mexican Family Life Survey (MXFLS) is a panelhgey representative at the national
level that has had two waves, one in 2002 and ansem 2005. The survey conveys
current and past information on several social awbnomic variables including
educational level, current and past well-being, eexgtions on well-being, age, gender,
labor status, health, ownership of durables androthriables. The data set also has some
important limitations primarily due to the fact treome of the questions, such as those
about wealth, go unanswered by most respondentsr@nendered useless. The MXFLS-
2005 is hard to exploit as the expansion factoke heot been released, and also because
some of the MXFLS-2002 questions were not askethaga?005, including the question
on well-being. This research uses the MXFLS-200fa drawn from a representative
sample that averaged 8,388 households and 36,8R&dunals, that expands to 24,153,549
households and 101,344,436 individuals. As was#se for Chile, there are a number of
answers that were omitted by respondents, so tied Sample size reduces to 4,766
observations that represent 14,564,306 househaidad 2002 wave.

Information on wealth, particularly the value ofuses, savings, financial assets, debt and
mortgages is one of the hardest to capture in Ihmldesurveys, either because people may
feel the need to hide information on what theieéssruly are, or because the value of these
assets is either subjective or not thoroughly kndyrthe respondent. Respondents may
want to cooperate, yet not know how much they omiet their mortgage is or how much
their consolidated debts finally are. The inforraaton Mexican household financial assets,
savings, debt, mortgages and real estate includettte 2002 survey is very poor and
incomplete mainly because the great majority of hlbaseholds omitted these questions.
For this reason it was not possible to directlyneste the value of the wealth coefficients
for Mexico. To overcome this limitation an indexskd on ownership of durables was
constructed and used as an additional variable.

The index was built independently for each counising Principle Components Analysis

(PCA), as suggested by Filmer and Pritchett (2004g PCA index was applied to a large
set of durables assets including automobiles,gefators, washing machines, microwaves
and other electronic devices. By assigning weidbtshe assets and capturing common



information based on the first principal componeRCA reduces a large number of
variables to only a few and produces an indexpghatides a proxy of household wealth.

It is important take notice that some questionthésurvey in one country are not identical
with those in the other. In Chile the respondentis&ed to consider how his current
economic well-being compares with five years agm, asked to scrutinize economic well-
being three years into the fututén Mexico the respondent is asked how his geneedi+
being compares with one year ago and what he expeetyear from now.

In both countries expectations about the future [&ft hand variable) have been classified
into three categories: worse than the current stlmaremained unchanged or better than
the current situation. They were built accordinghtmw the family head answered the
guestion on expectations.

[ll. Descriptive Statistics

The following paragraphs outline descriptive infatron that characterizes households on
aspects that are pertinent to economic inseclelgvant for this study.

Chilean households in the 2006 survey on averageéda monthly income of US$ 499,
compared to US$ 496 of the Mexican householdsen2002 survey, all in constant 2006
dollars. In relation to households who expect &ifawell-being, Chileans average US$
455, whiléa similar Mexican households average US$, 2all in 2006 dollars, as presented
in table 1

Economic insecurity is tightly associated with nagaexpectations on well-being. A large
fraction of the Chilean household heads, 25.5%,tfext they are currently worst-off than
before compared to 10.0% of the Mexicans. Similatl.3% of the Chileans households
feel they will do worst in the future, against 6.166 Mexican. One of the recurring
characteristics in the surveys is that Chileansahnays more pessimistic than Mexicans
about their current and future well-being. Thesd ather relevant statistics are presented
in table 2.

For those Chilean households that declared that¢beent situation had improved, 5.5%
believed they would change for the worse in theirfit while for similar Mexicans only
1.6% expected it to worsen. At the other end of fibke, for those Chilean households

% In Mexico the guestion is: “Do you believe youelifvill improve, worsen or remain unchanged durimg t
next 12 months?” The possible answers are, 1. Ingpby much; 2. Improve Little; 3. Remain unchangéd,;
Worsen some; 5. Worsen by much. 1 and 2 are groapedhproved, 3 as remained unchanged, 4 and 5 as
worsened.

4 In Chile the question is: “Thinking about the néhtee years, do you believe your personal economic
situation will...1. Probably improve; 2. Probably raim just as good; 3. Probably remain just as bad; 4
Probably worsen. 1 corresponds with improved, 2&ade grouped as remained unchanged, 4 as worsened
® These incomes were directly provided by respondientke surveys, converted from 2002 to 2006 using
CPI (in Mexico), and transformed to dollars by dimig by the December 2006 exchange rate in both
countries.



declaring that they are currently worse-off, 33.8&tieve the future will be even worse,
compared to 31.7% in Mexico (see table 2). Thigshin the high correlation between
current conditions and expectations.

Place table 1 here

Place table 2 here

In Chile 9.3% of households declare their healtbeédad or very bad and 23.6% of those
in bad health expect their well-being to worsencaspared to 11.7% of those in good
health. In Mexico 4.6% of the households assert tiir current health is bad, out of
which 27.1% expect their well-being to worsen, canmagd to 3.5% of those in good health
(see table 3). Age is also associated to expentatid/hile only 1.9% of the Chilean
household heads aged 18-30 expects their well-eirigll, 20.0% of those over 65 and
12.8% of those aged 31-65 expect a decline. In &texanly 1.2% of the younger
households expect their well-being to fall and 5.6f4hose aged 31-65. This compares
with 17.1% for those over 65 (see table 4). FinaNith respect to self-employment, the
descriptive statistics show a much stronger linthveixpectations in Chile than in Mexico:
22.1% of the Chilean self-employed feel pessimigbiout the future, as compared to 9.7%
of the employees, while in Mexico 7.0% of the safiployed have negative expectations,
compared to 3.9% of the employees (see table 5).

Place table 3 here

Place table 4 here

Place table 5 here

IV. Econometric Results

Independent estimations were run for Mexico and Gbile, employing a conventional
multinomial logit specification of the kind

Equation VI.1

e
PYi=j)=——F7 j=123

1433, ePr¥i



The variables included in the multinomial logit arese that are believed to influence
expectations on household well-being associateld egonomic insecurity. In the case of
Mexico, the variable on the left corresponds to pleesonal expectations the household
head has on his well-being, while for Chile it esponds to his personal economic
expectations. In both countries expectations hasenbclassified into three categories:
worse than the current situation, remained unchdiogéetter than the current situation.

The explanatory variable vectarig made up of current well-being, gender, agecation,
health, employment status and wealth. Current beithd is divided in three categories:
whether itremained unchanged; worsened or improved; the omitted category isnproved.

For the variablegender, the omitted category isiale. Age is given in yearsEducation is
defined by the years of schooling. Related to hedhe variables were defined gsod,
regular and bad according to the household’'s head self-perceptiohis condition. The
omitted category idad health. The employment status is made up of the categorie
employee, self-employed, unemployed andothers’. The omitted category in the regression is
employee. The PCA Index provides the proxy faralth built so that possessing more
durables implies a higher number in the index.

a. Estimations

Table 6 provides the results for the multinomiaiioOut of the 48 parameters, all except
three have p-values below 1%, and only one, indahilEmployment Statusthers is
below 5%.

Place table 6 here

To test the assumption of independence of irrelegdernatives (l11A) the Small-Hsiao test
is used. The results show no evidence that maytleadject the assumption of IIA. The
Hausman test for IIA was performed in addition &t statistics gave negative. According
to Hausman and McFadden, who noted this possibditgegative result is evidence that
[IA has not been violated (Long and Freese, 2004¢. goodness of fit, measured using the
Pseudo R is 0.13 for Chile and 0.22 for Mexico showing ettbr fit for Mexico. In both
countries the Wald test rejects the hypothesis aliahe slope coefficients are zero (see
table 6for details).

b. Sensitivity

To check for the robustness of the results, theessgpns were tested for structural
differences between groups, implemented by comgaresults with those from two

modified versions of the model. In the first moeldi version, control variables were
included for regions within each country to testetfter the regional variables capture any

6 For Mexico, the current situation concerns currgali-being. This variable is the answer to the d¢oeson whether
personal well-being in the past 12 months, hasrowgd, remained unchanged or worsened. For Chiteriterns the
current economic situation and answers the questiowhether personal economic conditions in the pagars have
improved, remained unchanged or worsened.

" The categorythersincludes the following groups: employers, armedds, non-paid relatives and retired.



specific effect and whether this weakens the impddhe relevant variables. For every
category of expectations, all the coefficients kélegir signs except the coefficient for
wealth, and present a relativanstancy in the marginal effects; therefore the effects
are qualitatively similar to the original ones (sesults in tables 17-20). There are some
few exceptions all of secondary importance, fourGhile and two in Mexico: after
incorporating controls for regions; (i) the Chileaariableregular health no longer shows
significant differences withad health in the categoriesmprove andremained unchanged;

(ii) the Chilean parameter iemployment-others-improving changes sign, though it is not
significant; (iii) the Chilean parameter iemployment-others-unchanged ceases to be
significant; (iv) the Chilean parameter foealth changes sign; (v) the Mexican estimations
for employment-self-employed-improving and employment-others-improving switch signs,
but are no longer significant.

In the second modified version, control variablesavincluded to distinguish women that
are: (i) household heads; (ii) sole bread-earn@iy;and with children, from the other
household heads. This would show whether the gioupry different from the core group
and to observe whether this biases the resultshén relevant variables. The signs,
magnitudes, and marginal effects are stable in lootimtries with few exceptions: The
Chilean coefficients ommprove in regular health aneaducation are no longer significant,
although the coefficientthers in employment now turns significarih Mexico signs do
not change and parameters stay significant. Thetsesre still very robust for the modified
versions of the model in both countries, showingt thariables and categories are not
sensitive to particular specifications.

c. Marginal Probabilities

This section examines the marginal effects derivewh the results presented in table 6 for
each of the relevant variables or combinations.

i. Current Fluctuations on Well-being

The dependent (i.e. left hand) variable, economsecurity, measured as the expectations
the household head has on his well-being is boondepend strongly on the changes in
current well-being. The econometric results confirm that it is theialsle that has the
largest weight over economic insecurity. Table &spnts the probabilities associated with
household expectations according to whether theireat conditions weremproving,
worsening or remained unchanged. The influence of negative shifts in well-beinghdae
measured by the large impact they have on econerpectations in both countries. The
marginal effects suggest that for Chilean houselhgldds that declare that their current
well-being is worse than in the past (25.5% oftibeseholds are in that condition), there is
a 31.3% probability that they consider the futurdl \we even worse. For comparable
Mexican heads (10.0% of the households) the prdityaisi 23.5%.

The impact of the negative shifts on expectaticens lse more thoroughly understood by
comparing the above with households that were objest to changes in current well-
being. The probability that a Chilean household thd not experience change (53.6% of
the household heads declared their condition hadamanged) considers it will be worse-
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off in the future is only 8.6%. For similar Mexicéouseholds (59.6% of the households),
the probability is only 3.8%. These results show himportant current adverse events are
over expectations and economic insecurity. The givdity of negative expectations is
many times larger for households that have beewnsgto adverse events vis-a-vis the
rest.

Place table 7 here

ii. Age

Age is an idiosyncratic characteristic related tdnerability and to risk exposure. Elder
household heads are in a declining stage of th&rcycle earnings and are more
vulnerable to negative shocks and ran higher rigkseing subject to one. The opposite is
true for young household heads. The multinomialnmeges show that the age of the
household head is the second most important variabtietermining expectations in both
countries. To illustrate, table 8 displays the lssior household heads aged 25, 40 and 70.
The marginal probabilities show those Chilean hbakkheads that are 70 have an 18.2%
probability of expecting the future to be worse,ilelin Mexico the probability is 10.1%.
This compares with corresponding probabilities @4 in Chile and 2.6% for Mexico for
those that are 25, and 10.5% in Chile and 4.4% exitb for those that are 40 years old.
Younger households feel much less insecurity coatpt older ones.

Place table 8 here

iii. Health

Household heads in bad health are more vulnerabshdcks and are in a higher risk of
being subject to one. The econometrics showsdiraent health, again an idiosyncratic
characteristic of the household head, is a majterdenant of negative expectations. In
Chile, the probability associated with negativetshin well-being for household heads that
declarebad health reaches 18.9%, and the corresponding number farddés 10.5%. For
those ingood health, these numbers are 13.3% in Chile and 5.0% in déexThe health
variable is not as significant aarrent well-being or age, but it still is very important (see
table 9 below).

Place table 9 here
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iv. Wealth

Information on the value of houses, savings, firdrassets, debts and mortgages is one of
the hardest to capture in household surveys, ditbesiuse people may feel the need to hide
information on what their assets truly are, becdbsevalue of these assets is subjective, or
because they do not fully know what the consolidiaassets or debt really are. In the
Mexican survey, the questions on financial ass&sgings and debt were omitted by the
most of the households. To overcome the limitati@ssociated to the incomplete
information on wealth, an index based on ownersbipdurables (i.e. automobile,
refrigerator, etc.) was constructed and added asliasyncratic variable to proxy wealth.
The index was built independently for each counising Principle Components Analysis
(PCA).

All things equal, more assets should be assochattdless economic insecurity because
they provide a reserve with which to withstand niegafluctuations in well-being or
iliness, making households less vulnerable. The R@Ax was grouped in categories from
low to high according to ownership and every hoohvas fitted into one category. A
higher value for the index is associated to housishithat own a larger set of durables. The
marginal probabilities associated to the PCA dwatdlex shows there is only a very small
dampening effect of wealth on economic insecuiityis can be checked in tables 10 and
11 that show that that a higher index is not asgedito less pessimism in Mexico, and
only has a slight effect in Chife.

Place table 10 here

Place table 11 here

v. Employment

To determine the importance of the employment stdtauseholds have been divided into
four groups: employees, self-employed, unemployed and other.® Regarding the self-
employed, they should be subject to more volatiitgheir incomes because by definition
it is irregular and not a pre-set salary as for leyges. Although self-employment should
then be associated to more economic insecuritynlg observed in Chile, not in Mexico.
In Chile, the probabilities of doing worse in thature for the self-employed are
significantly higher than those of the employed®42 versus 13.2%), but in Mexico they
are almost identical (6.2% versus 6.3%). Theselteeate consistent with those of Lora at

8 Observe an indirect effect in table 11: Mexicaiitha higher wealth index under a negative curséaick
are more optimistic than those with a lower index.

° Other category includes heads of households that aretigd; (ii)housewives; (iii)have no income and a
not searching for a job; (iv)have no income andrditiprovide additional information; (v)omitted iy
status question in the questionnaire.
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al. (2008), that found that informal workers argna with their jobs in Mexico (and in
most of Latin America), yet not in Chile.

With respect to the unemployed, in Chile the prdiisds they associate to negative shifts
in future well-being are almost identical with tleosf employees, and in Mexico only a bit
larger than those of employees. More than implyhnaf it is not relevant in determining

negative expectations, the effect of unemploymerdgr owvell-being is most probably

already captured by the negative current fluctustion well-being category.

Place table 12 here

vi. Education

Households can rely in their human capital to éravoid negative shocks, to mitigate their
impact or recover from the shocks. Education cathbaght of as an idiosyncratic variable

that reduces risk and vulnerability. The effect efucation in moderating economic

insecurity has some influence in Mexico, though imoChile. The probability associated

with negative shifts in future well-being by Mexicdousehold heads with 4 years of
education is 6.4%, while for those with 16 yeargddication is 3.7% (see table 13 below).
In Chile the probabilities were almost the sames&reducational groups. In the example
above, those with 4 years of schooling felt theg &d.4.4% probability of a negative shift,

while those with 16 years of education had an atnaentical 14.2%.

Place table 13 here

vii. Gender

The marginal probabilities associated with genadel gresented in table 14 shows that both
in Chile and Mexico male household heads are #jighbre pessimistic than females (and
also more optimistic, observed in the variable iowg). This implies that after controlling
for all the other variables (health, age, wealttt,)e gender only has a small role in
determining economic insecurity.

Place table 14 here
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V. Discussion and Analysis
a. Chile v/s Mexico

Chilean households always show much more economsecurity than Mexican
households. In every category the fraction of Gimlaouseholds that expect their situation
to worsen outnumbers Mexicans. The difference betw€hileans and Mexicans may
respond to the nature of this particular experimanto differences in socio-economic
characteristics between both countries. In thet fogse it would answer to: (i) The
subjective nature of the information: respondentsasked for their subjective appreciation
of their current, future and past well-being; (line differences can also lie in that the
questions are of a similar nature, but not the sahdeans are asked for their economic
well-being, while Mexicans are surveyed on themeayal well-being; (iii) The time span is
also different: Chileans are asked to look back&ry and forward 3 years, while Mexicans
are asked to look back and forth 1 year; (iv) ThexMan survey was conducted in 2002,
while the Chilean survey was in 2006, and each trgurs subject to different
macroeconomic conditions: In 2002-2003 Mexico exjemhafter recovering from the 2001
recession, while in Chile, the economy expanded0f6-2007, but then slowed down in
2008 and slipped into recession in 2009.

However, the difference in how pessimistic Chilearsin relation to Mexicans may lie in
a different venue. According to two studies, thesimmism of Chileans versus Mexican is
probably rooted in deep socio-economic and cultaharacteristics. In a set of 19 Latin
American and Caribbean countries controlled byGa#lup World Polt®, Chileans are the
most pessimistic, while Mexicans stand as the timogt optimistic. In a subsequent study
Lora et al. (2008) developed a Subjective Humanelipment Index for Latin American
and the Caribbean, comparable to the (objectivejednNations Human Development
Index. The results show that Chile does high atothjective human development ranking,
but very low at the subjective human developmemellewhile Mexico has a high to
medium level at both the objective and subjectivman development indexes. Lora shows
that Chile has the largest the gap between bo#xewlin Latin America, while Mexico has
one of the smallest, implying Chileans show a vweggative perception of society in the
face of real achievements in human development.

b. Combinations of Variables

The estimated multinomial logit presented in tablean be exploited to calculate the
marginal probabilities for combinations of variahl&he combinations are many, so only
some, those deemed most relevant are presentadlen1ts. That table is especially helpful
to compare by how much households with differerdrabteristics can differ from one
another. Take a 64-year-old male household heald #iyears of schooling, who has
currently undergone a negative shock, has seri@adthh problems, with a low wealth
index, and is self-employed. In this case if he ev@hilean, the probability he would
associate to negative shifts in future well-beiagches 17.7% and if he were Mexican the

Y Gallup World Poll, 2006. Available at http://wwwllyg.com/consulting/worldpoll/24046/about.aspx.
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corresponding probabilities are 18.2%. On the osiae of the scale, a 30-year-old Chilean
household head with 16 years of education, whacha®ntly undergone a positive change
in well-being, in good health with a high wealtld@x, and works as an employee: he only
perceives a 2.3% chance of being worse-off in thwré, while the corresponding
probability for a Mexican household is 0.4%.

The table presents a sample of 21 additional castesthe probabilities associated with
different combinations of variables and characteds These combinations of variables
provide insights into how strong economic insegunihay be felt by groups more
vulnerable to shocks, and shows how individualdhvdifferent characteristics can have
contrasting expectations about their future welkfe The similarity in the marginal

probabilities for Chileans and Mexicans can be mafale, as in the example above.

Place table 15 here

c. Policy Recommendations

The results from this paper may help governmentshen design of policies to reduce

economic insecurity. This research has establisthatl economic insecurity affects the

older and the ill with particular strength. Theosig link between health, age and economic
insecurity suggests that in order to reduce insggugovernments should encourage
pension plans and health insurances that providpeprcoverage. It is also important to

ensure that older household heads can also acolisee$ and instruments designed to
reduce economic insecurity.

It also follows from this paper that policies diett at lending households a hand to
overcome current negative shocks are central tocied insecurity. This involves future
research into the nature of the factors that gémemach shocks. Because the results show
that most educational, wealth and employment setgnansociety are subject to similar
levels of anxiety about the future when they a@nig a current negative shock, policies
designed to reduce economic insecurity should badin terms of inclusion.

The self-employed also suffer economic insecuritycomparable terms with that of
employees in Mexico or even higher in Chile. Thegldd be given access to mechanisms
directed at reducing insecurity, including the keahsurance and unemployment benefits
normally provided to employees.

Mechanisms that focus in mitigating economic insgguwo not necessarily require large
public funding. Two recent examples in that directiare: (i) the creation of an
unemployment insurance scheme in Chile financedlynyem compulsory employee and
employer payments. The results from this paper @eubgest that the insurance should be
expanded to the self-employed and to cover the svagsociated to households in the
upper income brackets, currently covered only phyti(ii) A new law that automatically
switches money away from tax-refunds to obligaoayments to social security in Chile
will help small contractors and some of the selptayed access economic insecurity
coping mechanisms that are usually only availabkenployees.
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In general, this research stresses the need ohdnaydvernment social security schemes
made obligatory for all, not only for formal empe®s. This is especially so in Latin

America where the self-employed, contractors, srbakiness and small farmers may
account for over 30% of households.

It was already pointed out that policies desigredetduce economic insecurity should be
broad in terms of inclusion. Yet, to what extent glivernments expenditure directed at
mitigating economic insecurity focus in the poor&ble 16 presents data organized by
income quintiles on current well-being of househbkhds. Observe that 15.8% of the
Chilean households grouped in the richest quirald that their current condition has

worsened versus 33.6% of the households in quittile substantial difference. This

difference is smaller for Mexicans where 8.6% afsih grouped in quintile V declare that
their current well-being has worsened compared2t@% of the households in the richest
quintile. These results highlight that the currsiiation of households is correlated with
income levels, implying that policies directed alging households overcome current
shocks, or helping them reduce their risk of faanghock, will by default focus in poorer

families.

Place table 16 here

VI. Conclusions

Economic insecurity defined as “the anxiety prodlbg the exposure to adverse events
and the inability to recover from them” is analyssdmeasuring the impact that different

variables associated with economic insecurity l@vexpectations on well-being for Chile

and Mexico. In order to study expectations, theyewdvided in three: that the situation (i)

will improve (ii) remained unchanged or (iii) will worsen.

The econometric results confirm the relevance efvdriables traditionally associated with
economic insecurity in the formation of expectasiand provide new evidence to rank
their importance according to their impact on hbwasd expectations. The Chilean and
Mexican parameters are comparable, with no sermwdradictions or discrepancies
between them. The similarities of the estimatedupaters for Chile and Mexico suggest
the existence of identifiable patterns for econonmsecurity across Latin American

countries. In both countries fears about futureldweing are tied directly to the following,

listed in order of importance: (i) undergoing a adge current shock on well-being, (ii) age
and (i) health.

Households that are currently subjected to a negahock show the highest levels of

anxiety in both countries, proving that the anxiayl fear that results from the exposure to
adverse events significantly increases economiecumty and downgrades expectations
about future well-being. Over 30% of Chilean andxiMan households that are exposed to
negative events will be pessimistic about theiufet compared to well below 6% for the

rest.
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This research also shows the importance of agehaalth in economic insecurity: almost

20% of the seventy year old Chileans and about @&i7%eir Mexican counterparts expect
a negative shift in well-being in the future, comgzhto 2% or less for household heads
aged 25. Health is not as significant as changesther well-being or age, but it still is an

important determinant of economic insecurity. Ab@3t6% of Chilean households and
27.1% of the Mexicans suffering from bad health raegative about the future, while for

those in good health, these numbers respectivilypfa2% and to almost 4%.

This research tested an additional set of varidble®termine their relevance for economic
insecurity, namely employment status, educationdgeand wealth. With respect to these
other variables, self-employment was relevant aml¢Zhile, while educational levels were
only relevant in Mexico. In relation to the othariables, the econometric results show that
after controlling for current well-being, age, hbaleducation and employment, the
household head’s gender and wealth have very litijgortance in determining negative
expectations on well-being.



17

Bibliography
Bossert Walter; D’Ambrosio, Conchita. “MeasuringoBomic Insecurity”, Paper presented
at the IARIW-OECD Conference on Economic Insecuiftgris, France, November 2011.

Berloffa G., Modena F. Economic well-being in Itathe role of income insecurity and
intergenerational inequalitydournal of Economic Behavior and Organization. 2011a.

, “Measuring (in)security in the event of unemploymeare we forgetting
someone?”, Paper prepared for the IARIW-OECD Cames on Economic Insecurity,
Paris, France, November 2011b.

Dominitz, Jeff; Manski, Charles. "Perceptions ob&emic Insecurity: Evidence from the
Survey of Economic ExpectationgUblic Opinion Quarterly Vol. 61, 1997.

Filmer, Deon; Pritchett, Lant. “Estimating Wealtlfifdets without Expenditure Data — or
Tears: An Application to Educational Enrolimentst8s of India”,Demography, Vol. 38,
N° 1, Feb, 2001

Glewwe, Paul; Hall, Gillette. "Are some groups muunerable to macroeconomic shocks
than others? Hypothesis tests based on panel gata Peru,"Journal of Development
Economics, 181-206, June 1998.

Jacobs, Elisabeth. “The Politics of Economic Insig(l I1ssues in Governance Studies, N°
7, September 2007.

Long, Scott and Freese, Jeremy. “Regression MddelSategorical and Limited
Dependent Variables Using Stata”. Second EdititaitaSPress, 2001.

Lora, Eduardo et al., Inter-American DevelopmemiBd&Beyond Facts: Understanding
Quiality of Life”, published by'he David Rockefeller Center for Latin American Sudies,
Harvard University, 2008.

Osberg, Lars.“Economic InsecuritySocial Policy Research Centre, University of New
South Wales, SPRC Discussion Paper No. 88, Oct&bes.

Osberg, Lars; Sharpe, Andrew. “An Index of Economiell-Being for Selected OECD
Countries"The Review of Income and Wealth, Series 48, 291-316, September 2002.

, “How Should we Measure the “Economic” Aspects oflaweing?” The Review of
Income and Wealth, Series 51, June 2005.

, “Measuring Economic Insecurity in Rich and Poor diai’ Center for the Study
of Living Sandards, CSCL Research Report 2012-03, 2012.




18
Rodrik, Dani “Why is there so much economic insdguin Latin America?” CEPAL
Review, 7-30, April 2001.

Scheve , Kenneth and Slaughter, Matthew, “Econdnsiecurity and the Globalization of
Production,”American Journal of Political Science, Volume 48, 662-674, October 2004.

World Bank, “World Development Report 2000/2001tagking Poverty,” published for
the World Bank byOxford University Press, 2001.



19



Tables

Table 1

Income by Category of Expectations

Monthly Average Income in Dollars 2006

20

Expectations Chile 2006  Mexico 2002
Improve 605 548
No Change 424 446
Worse 455 298
Total 499 496
Table 2
Households Current Situation
Chile Mexico
Expectation Improved No Change Worsened Total Improved NdChange Worsened Total
Improve 68.2% 28.9% 37.2% 39.29 85.5% 35.9% 39.2% 51.3%
No Change 26.3% 62.7% 29.1% 46.5% 12.9% 60.1% 29.2% 42.7%
Worse 5.5% 8.5% 33.8% 14.39 1.6% 4.0% 31.7% 6.1%
Total 100% 100% 100% 100% 100% 100% 100% 100%
Total 20.8% 53.6% 25.5% 100% 30.3% 59.6% 10.0% 100%
Table 3
Households Current Health
Chile Mexico
Expectation Good Regular Bad Total Good Regular Bad Total
Improve 41.4% 40.2% 22.4% 39.29 57.7% 46.4% 29.6% 51.3%
No Change 46.9% 44.0% 54.0% 46.5% 38.8% 46.9% 43.3% 42.7%
Worse 11.7% 15.8% 23.6% 14.39 3.5% 6.8% 27.1% 6.1%
Total 100% 100% 100% 100% 100% 100% 100% 100%
Total 53.9% 36.8% 9.3% 100% 49.8% 45.6% 4.6% 100%
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Table 4
Households Age
Chile Mexico
Expectation 18a 30 31 a65 66+ Total 18 a 30 31 to 65 6+6 Total
Improve 62.5% 44.2% 22.6% 39.29 69.1% 51.4% 20.8% 51.3%
No Change 35.6% 43.1% 57.5% 46.5% 29.7% 43.0% 62.1% 42.7%
Worse 1.9% 12.8% 20.0% 14.39 1.2% 5.6% 17.1% 6.1%
Total 100% 100% 100% 100% 100% 100% 100% 100%
Total 2.3% 72.6% 25.1% 100% 17.5% 71.8% 10.7% 100%
Table 5
Households Employment Status

Country Expectation Employees  Self-employed Unemployed tBers  Total

Improve 44.0% 46.7% 33.5% 28.1%  39.2%

No Change 46.3% 31.1% 53.1% 54.8%  46.5%
Chile Worse 9.7% 22.1% 13.4% 171%  14.3%

Total 100% 100% 100% 100%  100%

Total 48.4% 17.4% 2.5% 31.7%  100%

Improve 58.5% 47.2% 43.6% 33.7% 51.3%

No Change 37.7% 45.8% 49.0% 542%  42.7%
Mexico Worse 3.9% 7.0% 7.4% 12.1% 6.1%

Total 100% 100% 100% 100%  100%

Total 53.5% 30.7% 1.7% 14.1%  100%




Table 6

Multinomial Logit Estimates for Determinants of Expectations

Dependent Variable

Expectations Chile Mexico
Improve No Change Improve No Change
Gender
Female 0.135 0.026 0.470 -0.012
(0.008 )**  (0.008 )* (0.006 )** (0.006 )*
Health
Regular 0.040 -0.247 -0.173 -0.257
(0.008 )**  (0.008 )* (0.003)**  (0.003)**
Bad -0.763 -0.307 -0.892 -1.042
(0.013)**  (0.011)* (0.005)**  (0.004 )**
Age -0.037 -0.012 -0.051 -0.022
(0.000)**  (0.000 )* (0.000 )**  (10.000 )**
Years of Schooling 0.003 0.003 0.085 0.028
(0.001)**  (0.001 )* (0.000)**  (0.000)**
Employment Status
Self-employed -0.377 -0.812 -0.008 0.035
(0.009)**  (0.009 )* (0.003 )* (0.003 )**
Unemployed -0.127 0.180 0.341 0.441
(0.021 )*  (0.020 )** (0.010)*  (0.010)**
Other 0.017 0.050 -0.027 0.229
(0.010) (10.010 )** (0.004 )  (0.004 )*
Current Situation
No Change -1.145 0.451 -1.513 0.740
(0.011)*  (0.012 )* (0.004 )**  (0.004 )**
Worsened -2.182 -1.601 -3.151 -1.846
(0.011)*  (0.012)* (0.004 )**  (0.005)**
Wealth Index -0.021 -0.048 0.031 -0.024
(0.002)**  (0.002 )* (0.001)**  (0.001)**
Constant 4.445 2.457 5.758 3.112
(0.022 )**  (0.022 )** (0.008 )**  (10.008 )**

Base Category: Worse

Notes: Robust standard error in parentheses. tfisignt at 5%, **significant at 1%.
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Table 7
Current Situation and Expected Probabilities
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Current Situation Expectations in Chile

Expectations in Mexico

Improve  No Change Worse Improve  No Change Worse
Improved 64.5% 29.0% 6.4% 81.7% 15.9% 2.5%
No Change 29.8% 61.6% 8.6% 37.7% 58.5% 3.8%
Worsened 39.0% 29.7% 31.3% 47.9% 28.5% 23.5%
Table 8

Age and Expected Probabilities

Expectations in Chile

Expectations in Mexico

Age

g Improve  No Change Worse Improve  No Change Worse
25 56.5% 36.1% 7.4% 63.7% 33.7% 2.6%
40 47.4% 42.1% 10.5% 54.6% 41.1% 4.4%
70 30.0% 51.7% 18.2% 36.5% 53.3% 10.1%
Table 9

Health Status and Expected Probabilities

Health Status Expectations in Chile

Expectations in Mexico

Improve  No Change Worse Improve  No Change Worse
Good 38.4% 48.4% 13.3% 50.9% 44.1% 5.0%
Regular 43.1% 42.5% 14.4% 51.9% 42.1% 6.0%
Bad 28.2% 52.9% 18.9% 51.0% 38.5% 10.5%
Table 10

Wealth Index and Expected Probabilities

Expectations in Chile

Expectations in Mexico

Wealth Index Improve  No Change Worse Improve  No Change Worse

Low 38.2% 48.6% 13.2% 46.0% 47.9% 6.0%
Medium 39.1% 46.7% 14.3% 48.5% 45.4% 6.1%
High 39.9% 44.8% 15.3% 52.1% 41.8% 6.1%
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Wealth Index, Current Situation and Expected Probalilities

Wealth  Current Expectations in Chile Expectations in Mexico

Index Situation Improve  No Change = Worse Improve  No Change  Worse
Improved 63.3% 30.8% 5.9% 77.5% 19.8% 2.7%

Low No Change 28.5% 63.8% 7.7% 31.4% 64.9% 3.7%
Worsened 38.7% 32.0% 29.3% 42.4% 33.6% 24.0%
Improved 64.4% 29.2% 6.4% 79.6% 17.8% 2.6%

Medium  No Change 29.6% 61.8% 8.6% 34.3% 61.9% 3.8%
Worsened 38.9% 29.9% 31.2% 45.1% 31.1% 23.8%
Improved 65.5% 27.6% 6.9% 82.4% 15.2% 2.4%

High No Change 30.8% 59.7% 9.5% 38.6% 57.5% 3.9%
Worsened 39.1% 27.8% 33.1% 48.8% 27.8% 23.4%

Table 12

Employment Status and Expected Probabilities

Employment

Expectations in Chile

Expectations in Mexico

Status Improve No Change Worse Improve No Change Worse
Employee 38.8% 48.0% 13.2% 52.0% 41.7% 6.3%
Self-employed 43.2% 36.4% 20.4% 51.3% 42.5% 6.2%
Unemployed 33.4% 54.0% 12.7% 51.0% 44.4% 4.6%
Other 38.3% 48.8% 12.8% 47.8% 46.5% 5.7%
Table 13

Yearsof Education and Expected Probabilities

Years of Expectationsin Chile Expectationsin Mexico
Education Improve NoChange  Worse Improve NoChange  Worse

4 39.1% 46.5% 14.5% 48.0% 45.5% 6.4%
10 39.2% 46.5% 14.3% 54.8% 40.2% 5.0%
16 39.3% 46.6% 14.1% 61.6% 34.6% 3.7%
Table 14

Gender and Expected Probabilities

Gender

Expectations in Chile

Expectations in Mexico

Improve  No Change Worse Improve  No Change Worse
Male 38.5% 46.9% 14.5% 50.9% 43.0% 6.1%
Female 40.9% 45.4% 13.7% 59.7% 35.1% 5.2%
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Table 15

Type of Households and Expectations

Age Gende Yearsof Current Health Wealt Employment Expectationsin Chile Expectationsin Mexico
r Schoolin ~ Stuation h Status Improve NoChange Worse Improve NoChange Worse

30 Female 4 Worsened Good High Employee 57.3% 28.2% 14.5% 6%62. 26.1% 11.4%

30 Female 4 Worsened Good High Self-employed  59.2% 18.9% 9%R1. 61.8% 26.9% 11.3%
30 Female 4 Worsened Good Low Self-employed  59.2% 16.3% 9%24.6 68.7% 21.0% 10.3%
30 Female 16 Improved Good Low Employee 78.9% 18.7% 2.4% 995.9 3.9% 0.2%
30 Male 4 Improved Good High Self-employed  80.2% 16.0% 3.8% 3.1% 15.9% 1.0%
30 Male 4 Worsened Good High Employee 54.4% 29.9% 15.8% 50.9%34.3% 14.8%
30 Male 4 Worsened Good High Self-employed  56.2% 20.0% 23.8%50.1% 35.3% 14.7%
30 Male 4 Worsened Good Low Employee 55.6% 26.3% 18.1% 58.4% 7.79R 13.9%
30 Male 4 Worsened Good Low Self-employed  56.1% 17.2% 26.7% 7.6% 28.5% 13.8%
30 Male 16 Improved Good  High Employee 74.8% 22.9% 2.3% 91.1% 8.5% 0.4%
30 Male 16 Improved Good  Low Employee 77.0% 20.3% 2.7% 93.5% .1%6 0.3%
30 Male 16 Improved Good Low Self-employed 81.8% 14.0% 42% 3.3% 6.4% 0.3%
64 Female 4 Improved Bad High Self-employed 51.2% 329%  9%5.9 72.3% 19.7% 7.9%
64 Female 4 Worsened Bad  High Employee 21.4% 38.0% 40.6%  9R22.2 21.4% 56.4%
64 Female 4 Worsened Bad  Low Employee 21.5% 32.8% 45.7% 26.694.8.0% 55.4%
64 Female 16 Worsened Bad  High Employee 21.8% 38.5% 39.7% 5%41. 20.3% 38.2%
64 Male 4 Worsened Bad  High Employee 19.4% 38.5% 42.1% 15.1% 3.692 61.4%
64 Male 4 Worsened Bad High Self-employed  18.4% 23.5% 58.1% 4.9% 24.2% 60.9%
64 Male 4 Worsened Bad  Low Employee 19.4% 33.1% 47.4% 18.4% 2920 61.4%
64 Male 4 Worsened Bad Low Self-employed 17.7% 19.5% 62.8% .2%8 20.8% 61.0%
64 Male 16 Worsened Bad  High Employee 19.8% 39.0% 41.2% 30.6%24.3% 45.1%
64 Male 16 Worsened Bad Low Employee 19.8% 33.7% 46.5% 36.2% 0.292 43.6%
Table 16

Current Situation, Quintiles of Income and Distribution of Households

Current Quintiles in Chile

Situation I Il 1l v \ Total

Improved 12.7% 15.8% 17.6% 25.5% 33.1% 20.8%

No Change 53.7% 56.1% 56.7% 50.1% 51.1% 53.6%

Worsened 33.6% 28.1% 25.6% 24.4% 15.8% 25.5%

Total 100% 100% 100% 100% 100% 100%

Current Quintiles in Mexico

Situation I Il 1l \% V Total

Improved 25.2% 27.2% 33.6% 37.1% 42.1% 30.4%

No Change 61.9% 62.8% 58.9% 51.5% 49.3% 58.5%

Worsened 12.9% 10.0% 7.5% 11.4% 8.6% 11.1%

Total 100% 100% 100% 100% 100% 100%




Table 17. Robustness Check for Chile. Regions.
Multinomial Logit Estimates for Determinants of Expectations

Chile

) ) Model A: Base Case Model B
Dependent Variable: Expectations
Improve No Change Improve No Change
Gender
Female 0.135 0.026 0.159 0.037
(0.008)*  (0.008)**  (0.008)* (0.008)**
Health
Regular 0.040 -0.247 0.015 -0.260
(0.008)**  (0.008)** (0.008) (0.008 )**
Bad -0.763 -0.307 -0.782 -0.324
(0.013)**  (0.011)* (0.013)*  (0.011)*
Age -0.037 -0.012 -0.036 -0.012
(0.000)**  (0.000)**  (0.000)*  (0.000)**
Years of Schooling 0.003 0.003 0.010 0.010

(0.001)* (0.001)* (0.001)* (0.001)*
Employment Status

Self-employed -0.377 -0.812 -0.437 -0.873
(0.009)*  (0.009)**  (0.009)* (0.009 )*

Unemployed -0.127 0.180 -0.176 0.136
(0.021)*  (0.020)**  (0.023)*  (0.021 )*

Other 0.017 0.050 -0.019 0.013

(0.010) (0.010 )** (0.010) (0.010)
Current Situation

No Change -1.145 0.451 -1.138 0.449
(0.012)* (0.012)* (0.011)* (0.012)*
Worsened -2.182 -1.601 -2.146 -1.590
(0.012)* (0.012)* (0.011)* (0.012)*
Wealth Index -0.021 -0.048 0.029 -0.006
(0.002)*  (0.002)**  (0.002)** (0.002 )*
Constant 4.445 2.457 4.837 2.190
(0.022)*  (0.022)* (0.032)* (0.033)*
Region Control No Yes

Base Category: Worse

Number of Observations 1,025,812 1,025,812
Wald chi2 245,041 250,121
Prob > chi2 0.00 0.00
Pseudo R2 0.13 0.13

Notes: Robust standard error in parentheses. ffigignt at 5%, **significant at 1%.
Model A: Base Model; Model B: Incorporates regiodammies.
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Table 18. Robustness Check for Chile. Female Headttv Children
Multinomial Logit Estimates for Determinants of Expectations

Chile

_ _ Model A: Base Case Model B
Dependent Variable: Expectations
Improve No Change Improve No Change
Gender
Female 0.135 0.026 0.309 0.265
(0.008)*  (0.008)**  (0.009)**  (0.009 )*
Health
Regular 0.040 -0.247 0.012 -0.283
(0.008)**  (0.008)** (0.008) (0.008 )**
Bad -0.763 -0.307 -0.782 -0.324
(0.013)* (0.011)* (0.013)*  (0.011)*
Age -0.037 -0.012 -0.039 -0.016
(0.000)**  (0.000)**  (0.000)**  (0.000)*
Years of Schooling 0.003 0.003 0.001 0.001

(0.001)*  (0.001)** (0.001) (0.001)
Employment Status

Self-employed -0.377 -0.812 -0.389 -0.822
(0.009)*  (0.009)*  (0.009)*  (0.009)**

Unemployed -0.127 0.180 -0.196 0.101
(0.021)*  (0.020)* (0.021)*  (0.020)**

Other 0.017 0.050 0.028 0.065

(0.010) (0.010)* (0.010)**  (0.010)**
Current Economic Situation

No Change -1.145 0.451 -1.133 0.468
(0.011)=* (0.012)** (0.011)*  (0.012)*
Worsened -2.182 -1.601 -2.142 -1.544
(0.011)=* (0.012)** (0.011)*  (0.012)*
Wealth Index -0.021 -0.048 -0.019 -0.049
(0.002)*  (0.002)** (0.002)**  (0.002)**
Constant 4.445 2.457 4,574 2.629
(0.022)=*  (0.022)** (0.022)*  (0.022)**
Female Head Control No Yes

Base Category: Worse

Number of Observations 1,025,812 1,025,812
Wald chi2 245,041 245,737
Prob > chi2 0.00 0.00
Pseudo R2 0.13 0.13

Notes: Robust standard error in parentheses. ffigignt at 5%, **significant at 1%.
Model A: Base Model; Model B: Incorporates femaéatt dummies.
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Table 19. Robustness Check for Mexico. Regions
Multinomial Logit Estimates for Determinants of Expectations

Mexico

) ) Model A: Base Case Model B
Dependent Variable:Expectations
Improve No Change Improve No Change
Gender
Female 0.470 -0.012 0.415 -0.064
(0.006 )** (0.006 )* (0.006 )*  (0.006 )**
Health
Regular -0.173 -0.257 -0.180 -0.259
(0.003)*  (0.003)* (0.003)* (0.003)**
Bad -0.892 -1.042 -0.834 -1.002
(0.005)*  (0.004)* (0.005)* (0.005)**
Age -0.051 -0.022 -0.053 -0.023
(0.000)*  (0.000)* (0.000)** (0.000)**
Years of Schooling 0.085 0.028 0.081 0.028

(0.000)*  (0.000)*  (0.000)**  (0.000)*
Employment Status

Self-employed -0.008 0.035 0.000 0.025
(0.003 )* (0.003 )** (0.003) (0.003 )**

Unemployed 0.341 0.441 0.314 0.449
(0.010)* (0.010)** (0.010)**  (0.010)*

Other -0.027 0.229 0.002 0.249

(0.004)*  (0.004 )** (0.004) (0.004 )**
Current Economic Situation

No Change -1.513 0.740 -1.529 0.741
(0.004)*  (0.004)*  (0.004)**  (0.004 )*
Worsened -3.151 -1.846 -3.151 -1.837
(0.004)*  (0.005)** (0.004)**  (0.005 )*
Wealth Index 0.031 -0.024 0.052 -0.004
(0.001)*  (0.001)* (0.001)** (0.001)*
Constant 5.758 3.112 5.980 3.263
(0.008)*  (0.008)* (0.009)**  (0.009 )*
Region Control No Yes

Base Category: Worse

Number of Observations 14,564,306 14,557,746
Wald chi2 4,174,409 4,136,369
Prob > chi2 0.00 0.00
Pseudo R2 0.22 0.22

Notes: Robust standard error in parentheses. ffisignt at 5%, **significant at 1%.
Model A: Base Model; Model B: Incorporates regiodammies.
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Table 20. Robustness Check for Mexico. Female Headth Children
Multinomial Logit Estimates for Determinants of Expectations

Mexico

) ) Model A: Base Case Model B
Dependent Variable:Expectations
Improve No Change Improve No Change
Gender
Female 0.470 -0.012 0.476 -0.039
(0.006 )** (0.006 )* (0.006 )*  (0.006 )**
Health
Regular -0.173 -0.257 -0.173 -0.259
(0.003)*  (0.003)* (0.003)* (0.003)**
Bad -0. -1 -0. -1
0.892 1.042 0.892 1.044
(0.005)*  (0.004)* (0.005)* (0.004)**
Age 0. 0. 0. 0.
0.051 0.022 0.051 0.022
(0.000)*  (0.000)* (0.000)** (0.000)**
Years of Schooling 0.085 0.028 0.085 0.028

(0.000)*  (0.000)*  (0.000)**  (0.000)*
Employment Status

Self-employed -0.008 0.035 -0.008 0.035
(0.003 )* (0.003 )** (0.003 )* (0.003 )**

Unemployed 0.341 0.441 0.342 0.441
(0.010)* (0.010)** (0.010)**  (0.010)*

Other -0.027 0.229 -0.030 0.233

(0.004)*  (0.004)*  (0.004)**  (0.004 )*
Current Economic Situation

No Change -1.513 0.740 -1.513 0.740
(0.004)*  (0.004)*  (0.004)**  (0.004 )*
Worsened -3.151 -1.846 -3.151 -1.844
(0.004)*  (0.005)** (0.004)**  (0.005 )*
Wealth Index 0.031 -0.024 0.031 -0.024
(0.001)*  (0.001)* (0.001)** (0.001)*
Constant 5.758 3.112 5.757 3.111
(0.008)*  (0.008)* (0.008)** (0.008 )*
Female Head Control No Yes

Base Category: Worse

Number of Observations 14,564,306 14,564,306
Wald chi2 4,174,409 4,176,047
Prob > chi2 0.00 0.00
Pseudo R2 0.22 0.22

Notes: Robust standard error in parentheses. ffisignt at 5%, **significant at 1%.
Model A: Base Model; Model B: Incorporates femaéati dummies.
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