Methodology to calculate Lifecycle Deficit in México, 2005
Data

We used basically one data set, which is used to estimate both, the private consumption and the labor income. The data set was the Encuesta Nacional de Ingreso y Gasto de los Hogares 2005 (FIES-2005) of the Mexico’s National Bureau of Statistics (INEGI).
Other sources of information that we employed were: 
a) NIPA for aggregate control and for the reallocation of public expenditure (information available for 2004), 
b) UNESCO Institute for Statistics for the allocation of public education expenditure and,
c) the Encuesta Nacional de Salud 2006 (National Health Survey, ENS-2006) which contains information about the use of inpatient services (IN) and outpatient services (OUT) in 2006 in Mexico.
Private Consumption

1. Education Consumption

Concerning the education consumption in Mexico, the FIES-2005 only considers people 5 years old and more as the people who receive education. The problem with this assumption is that, although formal primary education in our country begins at 6 years old, the pre-primary education is taken into account only for 5 years. In practice, a person below that age that is currently receiving pre-primary education is not being considered by the survey.

We tried two approaches for the allocation of education consumption, both of them based on the regression approach: 
1. The private education was regressed on the number of enrolled (E) and non-enrolled (NE) in each age group. 

2.  The private education was regressed on the number of E until age 38.

The regression was made by household in both cases and the allocation by individual was performed taken the enrollment rates. We kept the estimation 2 because many coefficients were zero after age 39. The information about enrollment rates is available from the FIES-2005. It is important to point out that a portion of the education expenditure is available by individual in FIES-2005. We estimated that portion directly from the survey and we compared it with the regression results. The profile patterns for both estimations were very similar. We also considered this result to decide keeping the regression approach.
The education profile was not smoothed and, for the reasons previously exposed, the age group 0-4 reports no education consumption.
The data set and aggregate control is reported in Mexican pesos.

2. Health consumption

To calculate private health consumption we use information of inpatient services (IN) and outpatient services (OUT) in 2006 from the ENS-2006. We assume these health utilization rates as equivalent scales. With this equivalent scales we allocate household health consumption. This information corresponds with the use of those kinds of services 12 months before the information was collected by the survey. 
Two kind of regression were performed, the first one considering the use of IN and the other with OUT services. We also tried with the use of both IN and OUT together and we regressed on the total health consumption by household.
The results were smoothed with an s=0.2 and have aggregate control. As in the case for private education, the aggregate control considered the proportion obtained from the sample, because at the moment we do not have the total health education from NIPA.
3. Other consumption

We used equivalence scale as assumed in the general methodology. We separated other consumption from housing (imputed rent of the house). We estimated and smoothed both concepts separately. At the end, we summed up them. 
The smoothed used was s=0.2 and we applied the aggregate control.

Public consumption

1. Education consumption

We used information from the UNESCO concerning the percentage of public expenditure by level of education in Mexico for 2004. We also used enrollment rates for age and level of education available in FIES-2005. Given this information, we allocated the public education distributing the total amount from NIPA. We adjusted the profile according with the population age structure for 2005.
2. Health consumption
We only applied the same proportions obtained from the estimation of the private health consumption public one taken from NIPA.
3.  and Other consumption

We only estimated per capita consumption.

Labor income

1. Earnings

We calculated it directly from FIES-2005. The information concerning earnings is available in the Survey by age. 
2. Self-employment benefits

It is calculated as 2/3 of non-entrepreneur benefits. We just made direct calculations from FIES-2005. We performed directly calculation of these benefits reported by individual. 
I smoothed both curves with span s=”cv” (leave-one-out cross-validation) and then we summed them up in order to have the total Labor Income. 
We had some problems with aggregate control for labor income and for that reason we just presented the estimated profiles with no aggregate control.
NOTE: The smoothing method used was the Friedman's SuperSmoother of R. 
