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LABOR PROTECTION IN MEXICO: RECENT REFORMS ANFD FUTURE 
CHALLENGES 

INTRODUCTION 
Latin American countries performed well both in economic and social terms during the 

first decade of the twenty-first century (Cornia, 2014). To different extents, they 

experienced positive economic growth as well as a sharp decline of poverty and 

inequality (Lopez-Calva and Lustig, 2010). Nonetheless, the arrival of the international 

crisis and the resulting changes in external conditions severely affected the region 

(Fernandez-Arias and Montiel, 2010). However, governments have been able to 

implement countercyclical fiscal policy to cope with the negative consequences of the 

crisis (Martorano, 2014a).  

Not all the Latin American countries achieved the same results. Mexico is an 

emblematic case and its experience highlights the crucial role played by initial 

conditions. Indeed, the worsening of fiscal conditions pushed the Mexican government 

to embark on a process of fiscal consolidation since 2010. As a result, the Mexican 

economy (growth and employment) recovered slowly and poverty sharply increased.  

Mexico was hit by the financial crisis in late 2008 after almost a decade of sustained 

economic growth.  Although the Mexican exports were more diversified by products (in 

comparison to other Latin American countries), they were more concentrated by 

destination since exports to the United States accounted for more than 70 per cent of 

total exports. Thus, the drop of GDP recorded by the United States in 2008 (-0.3 per 

cent) and 2009 (-3 per cent) negatively hit the Mexican economy. 

 

Beyond this, the international turbulence provoked a reduction in the financial flows 

from rich economies to the rest of the world. Private portfolio flows (as percentage of 

GDP) decreased by 1.9 points in Mexico between 2007 and 2008; they went up around 

4 points in the following year and sharply declined by more than 6 points from 2009 to 

2011.  

 

On the other hand, foreign direct investments (FDI) were much less volatile. Between 

2008 and 2009, on average FDI dropped by 1.2 percentage points from 3.3 to 2.1 per 
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cent of GDP and slightly recovered in the following years. Mexico experienced a 

reduction of FDI by about 0.7 points over the period 2008 and 2009 and an increase by 

0.3 points between 2009 and 2010 (CEPF, 2010).  Mexico was also affected by the 

reduction of remittances that dropped from 2.6 in 2007 to 2 per cent of GDP in 2012. 

These events generated important consequences. In particular, the unemployment rate 

rose by almost 2 points up to 5.5 per cent in Mexico (INEGI, 2016). The Mexican 

economy recorded a negative growth rate in the third quarter of 2008. The crisis reached 

its peak in Mexico in the first quarter of 2009 and the drop in GDP recorded was larger, 

though performance remained positive, at low values, from the second half of 2009. 

This chapter explores the recent developments in the Mexican labor market and the 

labor protection normativity during the post-crisis period. The first part explores the 

impacts of the crisis on Mexican economy and the policy responses of the country to 

economic and financial effects. The second part assesses the changes in Mexican labor 

market and labor legislation, such as labor protection, medical insurance, old age 

unemployment, and labor-management relations. In the third part we pay attention to 

the future challenges in Mexican labor markets: Informal economy, minimum wage, 

flexible labor contracts, vulnerable businesses and decent jobs for higher education 

graduates. Finally, we present some final reflections.  

 

1. IMPACTS OF THE CRISIS AND POLICY RESPONSES IN MEXICO 
 

1.1 Mexico before the crisis 
Notwithstanding the favorable external conditions, there are no doubts that a crucial 

contribution to the good economic and social performances of the 2000s was the 

adoption of a new economic model (Cornia, 2014). Indeed, the majority of Latin 

American countries implemented a set of fiscal and monetary policies that boosted 

economic development and promoted a sharp reduction of poverty and inequality 

(Cornia and Martorano, 2011).  

 

The monetary policy was basically countercyclical. Indeed, “during periods of the 

bonanza, monetary authorities attempted to control the expansion in money supply, fall 

in interest rates and credit expansion triggered by export expansion and large financial 

inflows through an accumulation of reserves and sterilization” (Cornia, 2012: 26). 
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Mexico explicitly introduced an inflation targeting regime. The Mexican model targets 

an inflation rate of 3 per cent with a ±1 percentage point tolerance range. Moreover, the 

country adopted a floating exchange rate regime that allows authorities to correct it 

“under exceptional circumstances”. As a result – during the last decade – inflation 

declined and remained at low levels in Mexico, while the exchange rate regime 

promoted stability and trade competitiveness (Martorano, 2014b). 

With respect to fiscal policy, Latin American countries recorded positive results thanks 

to the ability to contain expenditure together with a growing capacity to mobilize 

revenue (Martorano, 2014a). As other countries in the region, Mexico was able to 

benefit from favorable terms of trade especially through state-owned companies 

operating in the export sector such as the Mexican Pemex (Cornia et al, 2011). 

Nonetheless, the capacity to generate revenue from taxes was very low. Mexico was the 

only Latin American country that recorded a drop in tax/GDP ratio by about 2 points to 

8.8 per cent over the same period (Cornia and Martorano, 2012).  

 

Many factors facilitated the growing ability of Latin American countries to mobilize 

revenue via taxation as the good economic conditions, the process of economic 

formalization, the introduction of new technologies and, last but not least, the increase 

of tax morale and reduction of tax evasion. This performance was also assured by fiscal 

reforms that generated the so called “silent revolution” (Lora, 2007). For example, a 

fiscal rule was introduced by the Mexican government in 2006 which set a zero target 

cash balance. Without doubt, this first generation of fiscal rules contributed to 

increasing the fiscal discipline in Mexico. However, they showed considerable limits 

during the recent crisis since they reduced the space for implementing countercyclical 

policy measures. Thus, Mexico partially reformed the rules in order to increase the 

fiscal space. 

 

Fiscal sustainability was also assured by a sharp reduction of indebtedness and a rapid 

accumulation of international reserves. On average, the regional debt/GDP ratio 

decreased from 60 to 30 per cent between 2002 and 2007 (Martorano, 2014a). The 

Mexican debt/GDP ratio dropped by 8 points from 46 to 38 per cent over the same 

period (Table 1).  

 

Table 1. Fiscal indicators in Mexico, 2007. 
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Spreads  

-0.51  0.83  -2.26  3.09  37.83  8.76  150  

Source: Martorano (2014b) 

 

1.2 Impacts of the financial crisis 2008 
After almost a decade of sustained economic growth, Mexico was hit by the financial 

crisis in late 2008. Although the Mexican exports were more diversified by products (in 

comparison to other Latin American countries), they were more concentrated by 

destination since exports to the United States accounted for more than 70 per cent of 

total exports. Thus, the drop of GDP recorded by the United States in 2008 (-0.3 per 

cent) and 2009 (-3 per cent) negatively hit the Mexican economy. 

 

Beyond this, the international turbulence provoked a reduction in the financial flows 

from rich economies to the rest of the world. Private portfolio flows (as percentage of 

GDP) decreased by 1.9 points in Mexico between 2007 and 2008; they went up around 

4 points in the following year and sharply declined by more than 6 points from 2009 to 

2011.  

 

On the other hand, foreign direct investments (FDI) were much less volatile. Between 

2008 and 2009, on average FDI dropped by 1.2 percentage points from 3.3 to 2.1 per 

cent of GDP and slightly recovered in the following years. Mexico experienced a 

reduction of FDI by about 0.7 points over the period 2008 and 2009 and an increase by 

0.3 points between 2009 and 2010 (CEPF, 2010).  Mexico was also affected by the 

reduction of remittances that dropped from 2.6 in 2007 to 2 per cent of GDP in 2012. 

 

1.3 Policy responses to the crisis in Mexico 
 

In Mexico, monetary policy has been accommodating. After the reduction of inflation 

pressures, the Central Bank cut interest rates by 375 basis points to 4.5 per cent during 

the first half of 2009. Financial conditions improved after 2008 thank also to external 

support. In particular, “in October 2008 the establishment by the U.S. Federal Reserve 
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of temporary liquidity swap facilities with the Banco de México of up to US$30 billion 

(extended in February and again in June 2009); and the approval in April 2009 by the 

IMF of a flexible credit line arrangement, with no conditionality, of approximately 

US$47 billion” (IMF, 2010; Ros, 2011: 174).  

 

Yet, due to limited fiscal space, the Mexican stimulus package was smaller than in other 

Latin American countries (about 1.5 per cent of GDP in 2009). The Mexican authorities 

implemented several measures in different sectors. In order to boost economic recovery, 

the government promoted infrastructure spending, transfers to development banks, 

support to small and medium-sized enterprises, and to the export sector (OECD, 2009).  

2. CRISIS AND EMPLOYMENT IN MEXICO 
 

From November 2008 to January 2009, more than 541 thousand people lost their jobs in 

the urban areas of the country, representing an average of 5,885 dismissals per day, 

according to reports from the Institute Mexican Social Security (IMSS).  

 

 

 

Figure 1. Total Jobs Created per Year (annual average).  

Source: prepared by the authors. 

 

2.1 Labor protection normativity 
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The Official Gazette of the Federation published on April 1, 1970 aspects related to 

labor protection, which coincide with a worldwide trend towards the transformation of 

the state-centered economic model towards greater market participation and a neoliberal 

economic model. These placed labor in a new working condition. This tendency was 

reinforced after the 2008 crisis giving rise to the Law of 2015, which in articles 47 and 

51, shows legislation on both justified and unjustified dismissals.  

The Federal Labor Law (DOF, 2015a) has been coforming in the format that it currently 

presents over the years. As of 2008, aspects related to labor flexibility and other issues 

related to layoffs have been consolidated. A new form of job hiring is established in 

Mexico. This is biased by the temporary jobs positioning in front of the permanent jobs, 

and definition of the retirement as obligation of the Mexican Institute for Social 

Security (IMSS).   

Two types of dismissal are recognized in the current law, those without responsibility 

for the employer and those without responsibility for the worker. 

 Article 47 of the Law states fifteen causes of recess of the employment relationship 

without responsibility of the employer, while article 51 states ten causes of dismissal 

wthout responsability of the worker. Likewise, the Law considers that the employer 

who dismisses the worker must give written notice, clearly referring to the conduct or 

reason that motivates the recess, and the date or dates in which they were committed. 

The notice must be delivered personally to the worker at the time of the dismissal or, to 

communicate it to the competent Conciliation and Arbitration Board, within five 

working days.  

2.2 Medical insurance and maternity benefits 
   

The Social Security Act of Mexico (DOF, 2015b) is clear in terms of attention to the 

status of women workers' maternity. In its Chapter I, article 11, Sec. II Expresses that 

the maternity and sickness care system is mandatory. Therefore, workers have health 

insurance during their contribution to Social Security. 

 

It can be observed, first, that the social insurance service, whether due to illness or 

maternity does not present substantial changes with financial crises. However these may 

be influencing the disposition of financial  resources for the granting of the service.  
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Maternity care in recent years is considering more flexibility for the exercise of the 

corresponding benefit. Thus, currently working mothers can choose to attend to the 

evolution of their pregnancy with an external doctor or to attend to the IMSS hospitals. 

Even from 1 December 2012 all male workers who become parents, whether for the 

birth of a child or the adoption of a minor, will enjoy a paternity leave of five working 

days with pay (DAO, 2015a, article 132 fraction XXVII Bis). 

Since May 9, 2008, care for pregnancy was strengthened with the program "Healthy 

Pregnancy", aimed at ensuring the incorporation of all pregnant women into the social 

protection system. The maternal and perinatal health policies are enhanced in the 

prevention and promotion of maternal health. (National Development Plan and Maternal 

and Child Health Program). These measures have reduced maternal and infant 

mortality. According to INEGI (2015) indicators "Between 1990 and 2013, the 

mortality rate in children under five in Mexico decreased from 41.0 to 15.7 deaths per 

thousand live births, and  the infant mortality from 32.5 in 1990 to 13.0 deaths per 

thousand live births in 2013. 

Following INEGI (2015), "... in the international context, many factors have influenced 

the relative success in reducing child mortality. On the one hand, the advances that 

appear to have played an important role in health are access to mass vaccination, 

strengthening breastfeeding and regular medical checks, and in the case of education, 

the expansion of  preschool. These areas have also influenced progress in infrastructure, 

sanitation, access to drinking water and coverage of health services. " 

Because of the novelty of this benefit, there are doubts about its treatment in social 

security, so it is then indicated what the employer must do when granting these licenses 

to their employees. They should be given the same treatment as "leave with pay". As 

during the time when they will not attend to provide their services, the workers will 

receive their full salary, the employer must consider them as days actually worked and 

therefore pay the employer's contributions and corresponding credit repayments. 

2.3 Old Age Unemployment Insurance  
 

Retirement is one of the hot topics in complicated budget conditions, especially in an 

aging population, with descending birth rates. 

The population pyramid of Mexico, for example, shows that 48.6% of the total 

population corresponds to men and that 51.4% correspond to women. But the most 
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interesting is that of this population about 30% corresponds to the economically active 

population usually considered between 12 and 60 years of age. Between 10 and 20 years 

of age, for example, there is a population bulge, known as a "demographic bonus", 

which begins to decrease; the age corresponding to youth is until 29, where the 

population is notoriously beginning to decrease. According to the data of 2015 the total 

population is descending.  

 

Currently, two Social Security laws apply: the Law of 1973 and the Law of 1997. Any 

worker hired prior to 1997 will be favored by the 1973 law, while any worker who has 

been hired will find himself under social security. Severance pensions in old age are 

granted to the insured who, having reached the age of sixty and sixty-five years, 

respectively, has the minimum contribution period provided for by the Social Security 

Law, has caused a discharge from the Mandatory Regimen of Social Security, is 

deprived of paid work, and is in force in their rights. The minimum period of 

contribution provided for by the above-mentioned ordinances is: 500 weeks of 

contribution (1973) and 1250 weeks of contribution (1997) ((DOF 2015c). 

 

 

 

Figure 2. Population pyramid. Source: INEGI (2016)  
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2.4 Labor-management relations 
 

The first labor union in Mexico was constituted in 1872. In the early 1930s, corporatism 

was in a frank process of consolidation with the emergence of the National 

Revolutionary Party founded by Plutarco Elias Calles. From there the workers' 

organizations are consolidated until the presidential term of General Lazaro Cárdenas, 

period in which the Mexican Constitution is applied with the greater reaches of social 

order. 

In the 1970s, a new trend of development centered on market positions, particularly 

linked to economic neoliberalism, and pushed the unions towards a setback that placed 

them under different conditions that placed the defense of workers. Thus, by the year 

2005 Mexico had 35 workers' organizations, generally classified as unions, 

confederations, associations, union groups or unions of workers. 

In a new era of trade unionism, however, according to the Supreme Court of Justice of 

the Nation (UNAM, 2009: 13), "The union and the collective contract represent two of 

the most important labor law figures,  in the defense of workers security, their rights and 

the obtaining of better labor conditions. " 

Hence we can see that unionism is linked to the three periods mentioned above, 

showing different roles. A first period of construction and development, a second one of 

consolidation and achievements, and another of reversion and reshuffle to the new 

global market trends, in which the union's role has to adapt, showing a smaller influence 

the current economic processes. 

Actually, labor-management relations are uneven in Mexico and union issues can be 

complex. Mexican labor law provides for collective bargaining; however, in practice, 

there is widespread use of so-called “protection contracts,” which are collective 

bargaining agreements (CBAs) signed by the employers with unrepresentative unions, 

that in practice advocate more for the employer’s interests than the workers.’  These 

unions often enter workplaces even before enterprises open and without the knowledge 

of workers, and block the ability of independent unions to effectively and legitimately 

bargain collectively on behalf of workers. Many actors also note that the Mexican 

government wields unofficial veto power in the supposedly neutral and balanced 

tripartite arrangement of labor-business relations.   

The large majority of labor unions in Mexico fall under the umbrella of 

the Confederation of Mexican Workers (Confederación de Trabajadores Mexicanos) or 

http://en.wikipedia.org/wiki/Confederation_of_Mexican_Workers
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CTM, which is comprised of approximately 11,000 labor unions, almost all of which 

could be considered “protection unions.” The CTM is the primary member organization 

in the labor arm of one of Mexico’s major political parties, the Institutional 

Revolutionary Party (Partido Revolucionario Institucional) or PRI.     

Workers have made numerous complaints of poor working conditions in maquiladoras 

and in the agricultural production industry. Low wages, poor labor conditions, long 

work hours, unjustified dismissals, lack of social security benefits and safety in the 

workplace, and lack of freedom of association were among the most common 

complaints.  As a result, there have been several protests and boycott calls by 

farmworkers in northern Mexico, which have posed significant investment risks. In 

March 2015, farm workers in San Quintin, Baja California, walked out and staged 

protests to demand higher wages, access to social security, pay for overtime, parental 

leave, freedom of association, the right to collective bargaining, etc.  Most recently in 

March 4, 2016, more than 3,500 workers went on strike in Lazaro Cardenas, in the state 

of Michoacán against steel maker ArcelorMittal in response to 300 alleged unfair 

dismissals and violations of their collective agreement (SDOIA, 2016).  The strike 

affected the production of more than 8,500 metric tons of steel per day, and the Mexican 

labor authorities ruled that the strike was illegal. 

In terms of labor dispute resolution mechanisms, the Conciliation and Arbitration 

Boards (CABs) in Mexico adjudicate all individual and collective labor 

conflicts.  Although they have a tripartite structure with government representatives and 

equal numbers of worker and employer representatives, the CABs have been widely 

criticized as being biased in favor of management.  The federal labor law sets out 

processes for dispute resolution over which the CABs preside, including a mandatory 

conciliation phase.  If conciliation fails, the parties submit evidence and the CAB rules 

on the issue after a hearing.  CAB resolutions are final, but a party may request an 

injunction, or ‘amparo’ to the Constitutional court.  “Amparos” are offered on limited 

constitutional grounds. 

 
2.5 Governmental initiatives to generate employment 
 

To reduce the negative consequences related to the sharp increase of unemployment, the 

government tried to focus more on the generation of employment introducing several 

measures such as training and temporary jobs (Khanna et al, 2014). In particular, the 
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Program for Job Conservation (Programa de Preservación del Empleo) was 

established, the Temporary Program of Employment (Programa Temporal de Empleo 

was extended by about 40 per cent with respect to the original plan, and the National 

Service of Employment (Servicio Nacional de Empleo) was strengthened (Valencia 

Lomeli et al, 2013). One example is provided by Gamez et al. (2014) analyzing the 

responses to the crises in the tourist sector in Los Cabos, one of the most famous 

Mexican resorts. In spite of experiencing a huge contraction (a loss of 250,000 or 25% 

of visitors in 2009), the reduction of employment in hotels of Los Cabos was not an 

immediate strategy to cope with the crisis. Almost 40% of hotels did not fire any of 

their employees and only 1 out of 5 fired 10% of their staff. That is, almost 60% of 

hotels kept their staff, although this was at the expense of the workers’ income as a 

trade-off to keep their jobs. On the other hand, more than one third reduced their staff 

between 20–40% (Gamez et al., 2014). One of the policies to increase the performance 

of the personnel was to enhance the skills and knowledge building and create 

opportunities to apply these skills and knowledge. These were complemented by 

delegating more responsibility to lower-level management and allowing personnel to 

have more control over their own work. Of course, introducing some financial or non-

financial incentives was considered to be important. 

 

Mexico does not have a proper unemployment benefits system, but during the crisis the 

government issued regulations to facilitate the withdrawal of savings from the 

mandatory individual pension accounts” (Robalino et al, 2014: 111 - 112). Moreover, 

coverage of the medical insurance and maternity benefits for dismissed workers was 

extended from two to six months (Valencia Lomeli et al, 2013). Lastly, via the 

Insurance for Old Age Unemployment (Seguro de Cesantía en Edad Avanzada) the 

government guaranteed a pension to elderly people (aged 60 years and more) who 

became unemployed and had contributed at least for 24 years (Freije et al, 2014).  

 

Through the 2009 National Agreement to Support the Household Economy and 

Employment, the Mexican government implemented several measures to help 

households facing economic difficulties. First of all, a reduction of the energy costs 

(gasoline, electricity fees, etc.) was implemented. However, one of the most important 

measures to protect poor households and children was related to the changes 

implemented in the Opportunities Program (Oportunidades). First, the benefit was 
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increased. Second, the government promoted an expansion in coverage of the 

Oportunidades’s program with support from the World Bank. Similarly, the coverage 

rate for other programs such as the Program on Food Support (Programa de Apoyo 

Alimentario) and the Habitat was extended. Overall, the cost of social protection 

measures was about 0.40 per cent of GDP (Valencia Lomeli et al, 2013).  

In view of this situation, the Ministry of Labor and Social Welfare seeks to promote 

articulation among labor market actors to improve employment opportunities; Prepare 

reports and formulate programs to promote the occupation in the country, as well as to 

ensure their implementation; And to guide job seekers towards the vacancies offered by 

employers based on their training and skills, mainly serving the disadvantaged 

population, such as: young people between the ages of 16 and 29, people with 

disabilities, seniors, women ,  pre-liberated people, people living in extreme poverty and 

food, and forming part of the National System for the Crusade against Hunger 

(SNCcH), beneficiaries of Prospera, Social Inclusion Program and population that is 

addressed in the National Strategy for the Prevention of Adolescent Pregnancy. These 

activities include information on the supply and demand of employment to be linked 

according to the requirements of both parties. 

Given the dismantling of value chains that has involved the new stage of economic 

construction in Mexico, other types of programs have been activated, such as the 

Temporary Employment Program, linked to the National Employment Service 

(Robalino et al, 2014: 111 - 112), which has, among other objectives: Promote and 

design mechanisms for monitoring the placement of workers, as well as designing, 

conducting and evaluating specific programs to generate employment opportunities for 

young people and vulnerable groups. 

 

However, since 2010 worsening of the fiscal balance pushed the government to promote 

a fiscal adjustment process cutting some current expenditure (excluding social 

programs), levying new taxes or raising existing ones. In particular, “a new 3% levy 

was imposed on telecommunications (ECLAC, 2013). 

 

In addition, the maximum individual and corporate income tax rate was raised 

temporarily from 28% to 30%; VAT was increased from 15% to 16%; and the tax on 

gaming and lotteries jumped from 20% to 30%. Levies on tobacco, beer and other 

alcoholic beverages were also raised temporarily” (ECLAC, 2010: 174). 
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Table 2. Mexico: Countercyclical Fiscal Measures. 

 

 

 

 

Workfare (1)  

 

 

 

Social Protection 

(2)  

 

 

 

Fiscal Stimuli (3)  

The temporary 

employment program 

at the federal level 

was expanded by 

40% over what had 

been planned  

Launch of the 

Programa de Apoyo 

Alimentario (PAL)  

Public investments in 

infrastructures  

Launch of 

Employment 

Preservation 

Program for 

protecting 

employment in 

vulnerable 

businesses  

Expansion of 

Oportunidades 

Program.  

Support to private 

sector  

 

Source: Adapted from Powell (2012). 

 

3.  FUTURE CHALLENGES  
 

 3.1 The Informal Economy 
 

The Mexican Social Security Institute (IMSS) reports the creation of 732, 000 formal 

jobs in 2016, the highest number of the last decade (IMSS, 2017). However, the 

Mexican Statistics Bureau (INEGI) estimates that 59 percent of the workforce is 

engaged in the informal economy (INEGI, 2016).  In the formal economy, there is a 

general surplus of labor but a shortage of technically skilled workers and engineers.  
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Figure 3 Percentage of unprotected labor by economic sphere.  

Source: Prepared by the authors. 

 

The informal economy, without labor protection, without benefits of any kind, which 

has only been favored by a comprehensive vision of medical care through Seguro 

Popular and other public healthcare institutions, has recently been considered a 

population in "Critical conditions of occupation", according to INEGI. This category 

reveals the rate of labor informality, which amounts to 57% of the total employed 

population for the first quarter of 2017. 

 

Since the second quarter of 2008, INEGI reported the composition of unprotected labor 

according to the economic area, which can be seen in the following table, which shows 

the degree of inattention (informal) in the informal sector. This sector is not only 

affected by the lack of social protection, but also represents significant leaks in taxes for 

the government. 

 

Table 3. Percentage of unprotected labor in total occupation.  

 

 

Absolute amount of unprotected labor  23 543 656 

Absolute amount of occupation  43 866 696 

Formal non 
corporate 
business

25.2%

Corporate
business

6.2%

Institutions 
3.9%

Subsistence 
farming

6.0%

Paid  domestic 
work
7.5%

Informal sector
51.2%
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Percentage of unprotected labor in total 

occupation 
53.67 

Source: INEGI (2008). 

 

 

3.2 Minimum Wage 
Mexico is in the process of changing its labor laws and practices to bring them in line 

with international norms.  Mexican manufacturing operations in the textile and garment 

sectors are experiencing stiff wage competition from Central America and India, but are 

gaining relative wage competitiveness with China in high technology sectors.  As of 

January 1, 2016, Mexico’s minimum wage was raised to MXN $73.04 (USD $4.10) per 

day, which continues to be less than a living wage in this OECD country (SDOIA, 

2016).  The tripartite National Commission sets the minimum wage each year. 

Mexico works on the basis of a minimum wage that little or nothing reaches the support 

of the family economy and also in many cases Mexican citizens face the reality of 

working in low quality jobs and in conditions of occupational risk, Coupled all to 

conditions of corruption and social insecurity. 

 

This is the reality of almost all economic sectors (according to INEGI): primary sector 

(agriculture, forestry, fishing and hunting); Secondary (extractive industry of electricity, 

manufacturing and construction); And tertiary,  commerce, restaurants and 

accommodation services, transport, communications, mail and storage, professional 

services, financial and corporate services, social services, various services, government 

and international organizations, among others. 

 

The total number of employees earning minimum wage , for example, in the primary 

sector amounts to 25.52% of the total employed population in the country in the first 

quarter of 2017; In the secondary sector a 61.37% percentage is detected; In the tertiary 

12.60%, and others not specified  0.51% (INEGI, 2017). 

3.3 Flexible labor contracts 
Since 1970s the contracts for a specific work or defined time began to proliferate as a 

result of the labor flexibility imposed by the neoliberal model, substantially reducing the 

contracts for an indefinite period. This generates impacts on benefits granted to 
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workers, especially those related to retirement (IMSS, 1973 and IMSS, 1994), 

reinforced after the crisis in 2008. 

The Mexican Congress enacted a sweeping labor reform bill into law on November 29, 

2012.  The law encompasses major changes to make Mexico’s labor market flexible and 

incorporates modern statutes such as non-discrimination.  Included in the 300 articles 

are provisions to ease the hiring-and-firing of workers, establish an apprenticeship 

system, establish an hourly wage system (heretofore, there was only a daily wage), and 

regulate outsourcing. The labor reform also prohibits job discrimination based on race, 

national origin, gender, age, disability, social status, health condition, religion, 

citizenship status, sexual preference, marital status, opinions, or any other category of 

discrimination that contradicts human dignity.  It makes it illegal for employers to 

require pregnancy tests of their female workers and job candidates.  The reform also 

restructures Mexico’s labor courts and incorporates the International Labor 

Organization’s (ILO) concept of decent work.  1 

 

Mexico’s Secretariat of Labor, the Secretaría del Trabajo y Previsión Social (STPS) is 

responsible for enforcing labor laws and conducting inspections of workplaces.  In 

2014, the STPS carried out regular inspections of workplaces, using a questionnaire and 

other tools to identify victims of labor exploitation (INEGI, 2016).  These inspections 

identified several industries as having a high incidence of child labor (agriculture, coal 

mines, and construction).  In April 2014, Mexico’s Congress passed a constitutional 

reform (enacted in June) to prohibit children under the age of 15 from working.  The 

Federal Labor Law was then updated in June 2015 and allows those between the ages of 

15 and 17 to work no more than six daytime hours in nonhazardous conditions, and only 

with parental permission.  The labor law includes a broad list of hazardous and 

unhealthy occupations that minors are prohibited from performing.  According to the 

International Labor Organization (ILO), government enforcement was reasonably 

effective in enforcing these laws in large and medium-sized companies, especially in 

factories run by U.S. companies and in other industries under federal 

jurisdiction.  Enforcement was inadequate in many small companies and in the 

 
1 The full text of the reform law can be found 

at http://www.stps.gob.mx/bp/micrositios/reforma_laboral/ref_lab.html. 
 

http://www.stps.gob.mx/bp/micrositios/reforma_laboral/ref_lab.html
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agriculture and construction sectors, and it was nearly absent in the informal sector, in 

which most children worked. 

  

3.4 Small and Medium Enterprises (SMES) and other vulnerable businesses 
 
 

 

Mexico, without being the exception, reports a total of about 90% of its companies as 

MSMEs. It is precisely this type of company that is most at risk in usually unstable 

market economic situations. That is the main reason to structure “The Employment 

Preservation Program for protecting employment in vulnerable businesses”. 

 

As entrepreneurship is the brand that characterizes the current economy, the 

entrepreneur must be ready to face financial and operational problems, and according to 

Villafranco (2014), there are seven items that can make the difference between success 

and closure of a company: strategic oriented to the capacity of the company to protect 

itself or adapt to the changes that may come; the ability to comply with laws and 

regulations that were omitted causing unexpected consequences; Financial factors, in 

the sense that the dimension of the debts acquired may not have been considered with 

fair average, causing lack of liquidity and leverage; Those of operational order that 

imply the lack of internal control structures in the organization; Environmental factors 

that imply the non-fulfillment of the requirements established by the law on 

environment, like the emission of pollutants; The lack of prevention and threats for an 

outdated use of ICTs; Factors related to poor management in the selection and location 

of employees (human resources). 

In this respect, and in order to preserve employment in the face of the volatility of 

companies of such dimensions, Mexico has the Employment Preservation Program, 

whose purpose is to protect employment by strengthening practices that reduce costs 

Companies face reductions in working hours instead of layoffs (Secretariat of 

Economy,). 

Another area of companies with a high vulnerability index is the one with an adverse 

economic environment, which faces easy changes in consumer preferences and is 

strongly oriented towards foreign trade, such as the automotive industry and electronics, 

among others. The workers in these sectors have such a specific level of specific 

knowledge and skills that it is preferable to keep them than dismiss them, given the cost 
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of training that would imply, new workers, to the economic recovery (Ministry of 

Economy, ...). 

3.5 Higher Education and Employment 
 

In the various studies carried out, one can observe a labor demand that is based mainly 

on educational levels of high school and therefore faces a devaluation of the quality of 

skilled work, trained in institutions of higher education. 

The 26.28% of the total of the underemployed population, counts on average level of 

education superior and superior at national level. This means that a little more than a 

quarter of the population presumes acceptable qualification levels in a knowledge-based 

economy, in other words, that this economy, contrary to the high levels of coverage at 

these levels, does not reach To use graduates of upper and upper secondary education 

loosely. This, in other words, means the substantial devaluation of wages in the face of 

constant inflation, as well as the devaluation of the professions, which is often necessary 

to work more hours than their current occupation allows them. As is the case of 

university graduates who occupy positions formerly occupied by higher education 

levels. Estaria bien incluir una o dos citas. Nuestro libro y algo más. 

 
CONCLUDING REMARKS 
 

The complexity of the development of market economies, their industrialization, but 

also other factors such as environmental care, climate change, technological 

development, population aging, international trade and global value chains, impact on 

the labor protection and labor normativity in many countries.   

Mexico has recently been considered as an emerging economy. It is member of the 

OECD, has signed treaties such as the Kyoto Protocol, and actively participates in the 

G20 and the Asia Pacific Economic Cooperation (APEC), among other international 

organization. 

However, the labor income in the country is not guaranteed and often very low.  Due to 

the unequal distribution of income, 47%, of the total population is close or below the 

poverty line. Additionally, with the recent policies of USA and the imminent 

renegotiation of NAFTA, Mexico faces the necessity to generate jobs before the 

eventual return of compatriots abroad.  
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In Mexico, financially speaking, the retirement begins to generate a serious problem, 

not enough wealth is generated to face the payment of an aged labor. Oil prices, which 

have a negative impact on the generation of foreign currency incomes, the eventual 

application of taxes on remittances from the United States, may reduce this   significant 

source of foreign exchange for the Mexican economy.  

In general, international labor rights are recognized in Mexican law and the country has 

extensive occupational safety and health regulations and technical standards. However, 

important legal ambiguities exist with regard to collective bargaining and many rights 

are not respected in practice.  According to labor rights activists, employers in all 

sectors sometimes used the illegal ‘hours bank’ approach–requiring long hours when the 

workload is heavy and cutting hours when it is light–to avoid compensating workers for 

overtime.  In addition, many companies evaded taxes and social security payments by 

employing workers informally.  The law prohibits most forms of discrimination; 

however, discrimination in employment or occupation continues to occur against 

women, indigenous groups, persons with disabilities, LGBT persons, and migrant 

workers. 

The existing law enforcement is one of the main challenges that Mexico faces. Other 

important ones are to dignify the minimum wage, to guarantee the incomes and the 

rights of the temporary workers and to protect the employment in vulnerable businesses, 

such as SMES (including informal economy), and create decent jobs for higher 

education graduates. 

Nowadays Mexico is in process of changing its labor laws and practices to bring them 

in line with international norms. Reforms of employment protection should be 

considered as part of a comprehensive package that includes an adequate safety net for 

the unemployed and effective re-employment services. 

It is true that the abrupt changes that the country has had to face have placed it on a new 

development path. External developments and foreign markets are shaping the public 

policy, but the internal market should not be left out. Both give spaces for an occupation 

of the labor and for improving the conditions of labor protection. And finally, public 

policies and labor law enforcement must be based on the principles of social and 

economic inclusive and sustainable development, human rights and equity, according to 

the UN (2015) sustainable development goals.  
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