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Objective and Justification

This TC seeks to use and apply recent technological advances to facilitate and
strengthen the development of an integrated and comprehensive pension system in
Mexico.

Mexico currently has over one thousand different pension systems that are
uncoordinated and poorly integrated. With current projections, if left unchecked, the
actuarial deficit from of these systems could reach 120% of GDP by the year 2035. A
priority of the government is to reduce old-age poverty through pension payments, while
also creating an integrated system with long-term fiscal and social sustainability.

Description of Activities and Outputs

Component 1: Actuarial tool modification and use for technical analyses of reform
impacts on fiscal costs and labor market efficiency. A dynamic actuarial tool is a
necessary input to support the reform process in real time.

Component 2. One technical pilot for social security compliance. This component
would fund at least one pilot project supported by the Ministry of Finance to assess
interoperability of federal and subnational pension systems.



3.3 Component 3: Others. Study trips, dissemination and a

miscellaneous.
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communication plus

IV. Budget
Indicative Budget
Activity/Component IDB/Fund Funding Counterpart Funding Total Funding
Component 1: Actuarial
tool modification and use
for technical analyses of
reform impacts on fiscal US$130,000.00 US$0.00 US$130,000.00
costs and labor market
efficiency.
Component 2. One
technical pilot for social US$130,000.00 US$0.00 US$130,000.00
security compliance
Others US$30,000.00 US$0.00 US$30,000.00
Total US$290,000.00 US$0.00 US$290,000.00

V. Executing Agency and Execution Structure

5.1 This TC will be executed by the Bank through the Labor Market Division (SCL/LMK) at
the request of Mexican authorities. The Labor Markets Division team working in Mexico
(LMK/CME) has the relevant background, skills, and technical experience to carry out
this technical cooperation; therefore, the Mexican federal government has requested the
IDB’s support to directly execute the TC.

5.2 The execution of TCs by the Bank is common practice in Mexico due to the national
budgeting mechanism, which subtracts the financing of the TC from the beneficiary’s
budget when the beneficiary executes them. The Bank, through SCL/LMK, has worked
for several years in collaboration with the Government of Mexico in general, and with
the Pension and Social Security Unit of the Ministry of Finance, which will be the
counterpart in the design and implementation of effective and efficient solutions,
positioning it as a benchmark in the area. In addition, the Bank has specific experience
in the execution of the activities foreseen in this TC.

VI. Project Risks and Issues

6.1 The current Global Coronavirus Pandemic and health contingencies have introduced a
generalized risk of uncertainty to the success of this Technical Cooperation, as well as
all activities planned by the Government of Mexico in the short and potentially medium
term. To mitigate this risk, the Bank is in constant communication with counterparts at
the Ministry of Finance. The Bank understands that federal and subnational pension
reform remains a high-level priority. The Bank will maintain constant communication with
the Ministry of Finance to mitigate this risk and adapt accordingly to any changes
necessitated by this unique risk and challenge.

VIl. Environmental and Social Classification

7.1 The ESG classification for this operation is "C".



