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PREFACE

1. The objective of this Poverty Report, the Bank's first on Argentina, is
to review the poverty trends, identify vulnerable groups and analyze poverty
profiles based on available information focussing on the period 1990 to 1993.
The review is a partial one in light of the paucity of data on the rural poor.
Some preliminary efforts were made to compare urban and rural profiles in
order to get a national poverty snapshot, but in the end this analysis is
primarily urban, focussing on the Metropolitan Buenos Aires (MBA) and
provincial urban centers. A clear national need, therefore, is to augment
poverty information for rural Argentina in order to complete the national
panorama.

2. In carrying out the above review, the Report also assessed: (a) the
effects of major macroeconomic developments on the levels and distribution of
income of different social groups; (b) the trends in the market for the poor's
major asset - labor; (c) the benefit incidence of public social expenditures; and
(d) major issues in the social sectors. Much of this information and analysis is
contained in the background volume (Technical Document). It was not the
intention of the Report to make specific policy recommendations for poverty
reduction. Rather it was to take stock after four years of major economic
reforms of the poverty situation in the "new Argentina". This Report,
therefore, should be seen as a diagnostic effort to indicate the current shape of
the poverty situation in Argentina.

3. The World Bank is grateful for the assistance of the Ministry of
Economy's Executive Committee for a Poverty Study in Argentina (Comite
Ejecutivo para el Estudio de Pobreza en Argentina, CEPA) and INDEC which
provided key background studies and information for this Report.
Nevertheless, it should be made very clear that all recommendations,
interpretations, and judgments are those of the Bank and the Bank alone. To
complement the household survey and census information that depict the
situation of the poor, the Poverty Committee carried out specific studies on the
youth, the elderly and the rural poor. These studies incorporated, among
other essential information, pilot participatory surveys (qualitative interviews
of small samples). The extent of the participatory analysis was constrained by
the time limitation for the preparation of the Poverty Report. The analysis on
public social expenditures and their incidence in this Report is based on a
study carried out by a consultant group under the Office of the Secretary of
Economic Programming, Ministry of Economy. The study 'El Gasto Publico
Social y Su Impacto Redistributivo" was issued in June 1994.

4. The Bank main mission visited Argentina in December 1993. The Report
was written by Evangeline Javier (Task Manager) and Haeduck Lee (Economist)
with the technical guidance of Danny Leipziger (Lead Economist, LA1DR).
In the course of its preparation, reports on specific topics were provided by
Anna Luiza Ozorio de Almeida (Economist, informal labor market), Scott
Graham (Research Consultant), Donna MacIsaac (Research Consultant) who
also provided invaluable data processing and review assistance, and Shahrzad



Gohari (Operations Officer). Advice on specific areas was provided by
Lawrence Salmen (Sr. Sociologist, participatory poverty assessment); Egbert
Gerken (Principal Economist, social security) and Nicholas Barr (Consultant
Economist, social insurance and income transfer policy). The Report
benefitted from the comments of peer reviewers Helena Ribe (AF1HR);
Emmanuel Jimenez (PRDPH); and Ariel Fiszbein (LA3C1), and from
suggestions from the Region's Chief Economist, Sebastian Edwards. The
poverty team is also grateful to the supervision and moral support of Alain
Colliou (Division Chief, LAIHR) and Julian Schweitzer (former LA4HR).
Assistance in final Report production was ably provided by Patricia Trapani.
Previous drafts benefitted from the production support of Aracelly Woodall,
Sarah Menezes, Julie Nannucci and Diane Bouvet.
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EXECUTIVE SUMMARY

1. This Report primarily reviews Argentina's progress on poverty
reduction in recent years. The Report is essentially urban-based and time-
specific, covering events up to end-1993. Within these parameters, the
Report finds the situation much improved over the previous four years. The
Government has placed poverty alleviation among its most urgent policy
objectives. It has reduced Argentina's poverty level with a successful
macroeconomic stabilization program. Nevertheless, poverty remains an
issue for a sizeable part of the population. A social policy is now emerging
to address the situation.

Poverty Dimensions

2. Argentina's urban poverty declined between 1990 to 1993, a trend
consistent with the achievement of economic stability and growth. In 1993,
the urban poverty incidence was estimated to be about 20 percent in the
nation as a whole. In Metropolitan Buenos Aires (MBA), the 1993 estimated
poverty rate (the proportion of the population below an estimated poverty
line) was 17.6 percent or about half of its 1990 level.' The continued
reduction in poverty incidence in the first three years of the 1990s provides a
dramatic contrast to the 1989 crisis when almost 50 percent of the MBA
population reported incomes below the poverty line. That crisis occurred as
real GNP per capita dropped by 25 percent and real wages fell by 50 percent
between 1980 and 1989, a period of severe economic instability and
traumatic hyperinflation.2

3. Not only did poverty in MBA greatly improve in the 1990s (as
indicated by the above headcount index or poverty rate), but the poor as a
group also did not experience as extreme poverty as in the past. This
improvement is seen in the steep reduction of two other poverty measures --
the poverty gap index (the difference between the poverty line and the mean
income of the poor) and the Foster-Greer-Thorbecke index (which measures
the severity of poverty among the poor)3 between 1990 to 1993. By 1993,
the poverty gap index decreased to less than half and the poverty severity
index to two-fifth of their respective 1990 levels.

4. Poverty Groups. This Report presents a typology of the poor based
on income: the indigent, the stagnant poor, and the vulnerable poor. The
indigent are those whose income is insufficient to purchase a minimum food

1/ The poverty rate was estimated using household per capita income which includes wages and salaries,
interests and dividends, rents, profits, and pension and other transfer incomes. The poverty line approach
may overstate the poverty rate when respondents underreport their incomes. In Argentina, income
underreporting was estimnated to average 39 percent (see Box 2.1 and pars. 2.5). However,
underreporting was considerably higher for unearned incomes such as rent and interest rather than wages,
and thus, was more acute for the higher income than the lower income groups.

2/ Between 1980 and 1991, the census data indicate a significant improvement in all major indicators of
basic human needs as measured by the Necesidades Basicas Insatisfechas (NBI; see Box 2.2).

3/ This index increases whenever there is an income transfer from a poor individual to a less poor
individual.



basket. This group has a high degree of overlap with those lacking in basic
human needs (NBI). The stagnant poor are those whose income is
insufficient to purchase the minimum food basket and non-food consumption
goods. This group is above the indigent line but below the lower end of a
defined poverty band. Their status depends less on short-term
macroeconomic and employment circumstances and more on their lack of
education and limited employability in the formal labor market. The
vulnerable are those defined to have an income level oscillating within a band
of 25 percent below and 25 percent above the poverty line, and whose
poverty status is more variable depending on employment circumstances.
Among them, those currently falling below the poverty line are termed the
vulnerable poor. This decomposition helps distinguish the focus of poverty
alleviation policies.

5. A snapshot of the poverty groups in May 1993 revealed that the
indigent population was about 3.4 percent of the total MBA population. The
number of the indigent has stayed relatively low in the past decade, except
during the 1989 crisis. The stagnant poor accounted for about 6.9 percent of
the 1993 population. The vulnerable group was about 14 percent, of which a
little more than half (7.3 percent) were below the poverty line. Vulnerability
is commanding more official attention as restructuring has resulted in
redundancies and changing labor skill requirements.

6. Whereas the poverty reduction strategy for recent years may
legitimately have assumed that employment generation would continue to
reduce the number of poor (and that transfers would aid the indigent), recent
macroeconomic developments indicate that external events can radically alter
growth prospects. Further analysis linking education, employment, and
poverty is definitely recommended, although the Report makes a start in
identifying the characteristics of each of the poverty sub-groups discussed.

7. Location of the Poor. Poverty incidence varied considerably by
region with the highest rates (averaging 40 percent) being registered in the
northeast and northwestern provinces. The rate of decline of poverty
incidence between 1990 and 1992 has been much swifter in MBA than in the
more remote provinces. While there is no provincial city which has not
experienced a fall in poverty between 1990 and 1992, the speed of decline
has been slowest in the Northwest and Northeast.

8. The location of the poor is changing in Argentina. In 1992 the MBA
poor only constituted one-quarter of the total poor, while Pampeana,
Northwest and Northeast accounted for 65 percent of the poor. Between
1990 and 1992, moreover, the proportion of the poor located in the
Northwest and Northeast rose from 24 percent to 29 percent. In other
words, while the severity of the poverty problem is being reduced
nationwide, poverty in the rural and some outlying urban areas is becoming
relatively more acute. Data on rural poverty continues to be a major
weakness of poverty analysis in Argentina, however, and the picture is far
from complete.
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9. A number of studies on the rural population were carried out by
Argentine universities and independent researchers. While lacking
comparability over time, these studies provide interesting information based
mostly on case studies, key informants and limited surveys. For instance, a
recent survey study on the rural poor commissioned by CEPA4 reveals that
about 60 percent of the households surveyed5 have a migrant in the urban
areas. As male workers migrate out of the provinces, farming becomes more
difficult for those left behind, and thus poverty notably affects the elderly,
women and children in the rural areas. Families usually depend on income
remittances from workers in urban areas. It was also noted that educational
attainment among the rural poor is low, e.g., close to 70 percent of the rural
poor surveyed have no schooling whatsoever.

Distribution, Income and Employment

10. General Social Trends. Argentina's social indicators improved
steadily during the decade of the 1980s similar to most Latin American
countries. The demographic and epidemiological profiles of Argentina
resemble those of developed countries with high life expectancy and low
fertility rate. Infant mortality rate declined continuously from 33.2 in 1980
to 21.5 in 1992, although higher rates reaching 50 infants per thousand were
observed in some northern provinces. Traditional measures indicate that
educational attainment of the Argentine population in the last decade has
steadily increased. Nevertheless, there are signs that the quality of education
has deteriorated and students/graduates may lack marketable skills for a more
demanding labor market.

11. Income Distribution. The distribution of income in Argentina (as
depicted by MBA household income) worsened markedly during the recession
cycle of the 1980s. By 1993, however, the share of income destined for the
lowest quintile has recovered much of the purchasing power lost between
1980 and 1989. In addition, large gains were recorded by those in the
middle income category. Nevertheless, while poverty rates dropped
markedly between 1990 and 1993, income distribution has been rather stable.
The income share of the lowest quintile was relatively unchanged between
1990 and 1993. This is partly explained by high unemployment and
underemployment rates, the brunt of which was borne by this group, as well
as the lagged recovery of their wage (relative to those at the top) over the
period.

12. Employment. Current labor market developments bring to light an
apparent paradox that is taking place in the Argentine economy. Between
1990 and 1994, economic productivity increased by about 25 percent,

4/ Comite Ejecutivo Pam el Estudio de Pobreza (CEPA), a committee existing under the
direction of the Ministry of Economy.

S/ Surveys were carried out in Corrientes (Northeast Province) and Santiago del Estero
(Northwest Province).
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accompanied by a general strengthening of purchasing power. Partly in
response to more attractive income opportunities, labor force participation
rates (LFP) reached a high of 68 percent in 1993, a large part of which was
due to the entrance of women. However, job creation has not caught up with
the labor supply accounting partly for the steep rise in unemployment rate
which reached 10 percent in 1993. Structural constraints in the Argentine
labor market (i.e., segmentation and excessive regulations) and the effects of
economic restructuring largely explain these developments. Economic
liberalization is forcing many sectors to adjust in order to remain
competitive, illustrated by the 1994 increase (to 86 percent) in the proportion
of the unemployed with previous work experience.

13. Evidence also points to the increasing average duration of
unemployment -- about 128 days in 1994 compared to 101 days in 1991.
While this could be partly attributed to the effects of unemployment
insurance, it could also point to the growing mismatch between labor demand
and supply. Those with less than secondary schooling, especially women,
are experiencing longer average unemployment duration. Likewise, persons
aged 45 years and above are now experiencing longer unemployment duration
than in previous decades. Recent developments also indicate an increasing
pool of formally unemployed with higher levels of educational attainment.
These facts, plus 2-3 percentage point increases in the unemployment rate,
raise the possibility that the group of vulnerable poor may be increasing.

14. Women in the Labor Force. While female employees in MBA
generally bring higher educational attainment to the workplace than the
males, a significant wage differential unfavorable to women exists. Even at
the same level of education and skill, female workers receive lower wages
than their male counterpart. The wage gap between men and women seems
to widen as the educational level of women increases.

15. Education and Poverty. The importance of educational level as a
determinant of income and in reducing one's probability of being poor has
become more pronounced in recent years in Argentina. For instance, in
1993, employees with higher education had real earnings that were 67
percent more than those with secondary education, whereas in 1989 the
income differential was about 40 percent. The modernization of the
Argentine economy implies an increasingly stringent demand on the
educational attainment of the work force.

16. The importance of the educational level in reducing the probability of
being poor was observed in the results of a probit model exercise using
household data for 1991 and 1993. For each of these years, one sees that the
education level of the household head figures prominently in reducing the
probability of being poor. Individuals from a family with a household head
possessing a higher education are the least likely to be poor, other things
being equal. However, the marginal improvement in poverty incidence is
strongest for those individuals whose household heads completed secondary
school.
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17. The level of educational attainment in Argentina showed significant
improvement over the past decade. However, universal access to primary
education and partly subsidized secondary and higher education does not
assure that the poor gain from the formal education system. Some evidence
suggests that many children from poor families enter primawy school at a
later age and suffer from high drop-out rates. The poor also tend to suffer
from lower quality of education compared to the non-poor. Differences in
quality depend to a large extent on the geographic location. Poor preparation
at the primary level and lower tuition subsidies reduce the chances of
students from poor families finishing secondary school. This in turn restricts
their ability to be gainfully employed. Hence, while equality of access to
educational opportunities theoretically exists, the quality and structural
attributes of the current Argentine education system do not seem to provide a
counterbalance to the limiting environment of children and youth born in
poor households. Under these circumstances an intergenerational poverty
cycle may be difficult to break.

Public Social Expenditure

18. An analysis of the distribution of benefits of total public social
expenditure (PSE) reveals that traditional social sector expenditures tend to
be progressive while social insurance expenditures are clearly regressive.6

The social sector expenditures which are clearly pro-poor include elementary
education, public health, nutrition programs and social promotion (social
welfare/social assistance). Those which are pro-rich include technical and
university education, culture and science and technology expenditures.
Although progressivity in per capita allocation of social sector spending is a
positive finding, the poor quality of some services limits the impact of social
programs even if a considerable amount of fiscal resources has been allocated
for their use. The lack of efficient targeting mechanisms for most programs
also casts doubt on their actual impact on the poor. Social insurance benefits
mostly the higher income groups because of the heavy weight of old age and
disability pension in social security expenditures.

19. About 85 percent of total PSE in Argentina are executed by the
provinces, reflecting the decentralization of social services delivery at the
local government level. An analysis of the 1991 provincial PSE distribution
indicates that on a per capita basis, the PSE of underdeveloped provinces7
was about 27 percent more than the national average, while that of the
advanced provinces' was below the national average. Nevertheless, the
underdeveloped provinces were below the national average when the PSE
levels were deflated by the number of people lacking basic needs

6/ In spite of some methodological limitations, an analysis of PSE benefits net of tax incidence
was also carried out and results are presented in pam. 4.13.

7/ Includes Catamarca, Chaco, Corrientes, Fornosa, Jujuy, La Rioja, Misiones, and Santiago
del Estero.

S/ Includes Buenos Aires, Cordoba, Mendoza, Santa Fe and the Municipality of Buenos Aires.
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(necesidades basicas insatisfechas). Thus, while some targeting of
expenditures is taking place, more needs to be done in this area. Also, while
the extent of per capita expenditures is indicative of the amount of resources
available in the provinces relative to their population, it says little about the
efficiency of use of those resources.

Social Policy and Information

20. The objectives of the Govemment to articulate a social policy for
Argentina are clear and well-intended. However, carrying out an effective
social policy is severely constrained by the paucity of information and of
appropriate systems to monitor and evaluate social development actions,
especially those meant to benefit the poor. Without an effective targeting
mechanism for social interventions, hard-won fiscal revenue will be
squandered without reaching the intended beneficiaries. The federal
govemment, through the Secretaria de Desarollo Social, will attempt to
spearhead the development of targeting approaches for social programs, as
well as the necessary monitoring and evaluation of resulting actions. These
efforts will require close collaboration with INDEC, specifically in ensuring
necessary improvements in the scope, content and timeliness of appropriate
data on poverty. Likewise, corresponding capacity in poverty monitoring
and targeting of social programs need to be developed in the provinces which
are now primarily responsible for delivering social services.

Future Agenda for Poverty Reduction

21. The achievement of economic stability and growth in the early 1990s
has been key to the recent notable improvement of the income situation of the
majority of the Argentine population. The Govemment also views as equally
important the creation of appropriate employment opportunities and
investment in human resources. Recent efforts to reduce the labor costs and
to introduce flexibility in labor contracts are definitely steps in the right
direction. The emphasis on increased social investments is also geared
towards increasing productivity in the medium-term. In general, the dual
track poverty alleviation strategy, namely, increasing income opportunities
through sustained economic growth and boosting investment in human
resources, is well articulated in Argentina. The challenge is to implement
these strategies with affordable instruments and to direct them to appropriate
groups in the society.

22. Policy interventions should correspond to the needs of the different
types of poor in Argentina. The vulnerable group would benefit more from
pro-active employment generation schemes, temporary poverty relief
programs, and/or a well-functioning unemployment insurance. The stagnant
pr would need substantial human capital investments to increase their
ability to compete for better income earning opportunities. The indigent
would rely heavily on transfers, while benefitting also from human capital
investmnents in the young.
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23. This Report is not intended to prescribe seific policies for poverty
reduction but rather to canvass the current poverty situation in order to gauge
progress. Nonetheless, it proposes a number of areas where actions may be
contemplated to reduce poverty still further. Moreover, it proposes areas
where further work should be undertaken to increase our knowledge of the
poverty dimension. Prominent among these are: (a) improvement in the
information base for poverty analysis including enhancement of the scope and
timeliness of provincial household income and expenditure data; (b) analysis
of regional poverty pockets including generation of appropriate information
on rural poverty; (c) a study linking education, employment and poverty; and
(d) an examination of social service delivery at the provincial level.
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I. INTRODUCTION

1.1 The Menem administration has placed poverty alleviation among its
most urgent policy objectives. It has based its policy on the foundation of a
stable enabling environment for the creation of new income-earning
opportunities, while at the same time investing in human capital to increase
the employability of a broader spectrum of the population. Underlying this
strategy has been an average growth rate of almost 7.5 percent over the
1991-1994 period and the dramatic arrest of inflation at the same time. It
goes without saying that the most anti-poor policy in Argentina was
hyperinflation and that the rapid return to more "normal" levels of poverty is
due almost exclusively to the successful stabilization of the macroeconomic
situation.

1.2 Still the Argentine government is not satisfied with poverty levels as
they now stand and a social policy is emerging to address this. Care must be
exercised, however, to ensure that efforts to assist the poor are effective and
well-targeted, especially in light of the severe fiscal constraints facing
Argentina and the absolute necessity of preserving fiscal balance as a
cornerstone of the Convertibility Plan.

1.3 To begin to achieve these goals, it is useful to take stock of the
poverty situation. As important as the evolution of the degree of poverty is
its composition. This Report attempts to break down the poor into
convenient groupings for policy simplicity. The definition and identification
of the indigent is clear in Latin America in general and in the Argentine
circumstance. There is a high degree of overlap between the indigent and
those lacking in basic human needs (NBI). A second group within the poor,
(i.e., those below the poverty line) can be called the stagnant poor, in so far
as their status depends less on macroeconomic and employment circumstances
and more on their lack of education and limited employability in the formal
labor market. The last cluster is labelled the vulnerable group, those defined
to have an income level oscillating within a band of 25 percent below
(subgroup A) and 25 percent above (subgroup B) the poverty line, and whose
poverty status is more variable depending on employment circumstances.
This categorization, while somewhat arbitrary, may be useful in designing
and targeting poverty alleviation interventions.

1.4 The distinction among the groups of the poor was originally based on
income position. However, this approach also revealed important differences
in their educational attainment and provided insights into those factors most
likely to be associated with poverty. The Report attempts to analyze the
employment record of the poor, an important policy consideration in light of
the large influx of workers into the labor force of late and concomitant
efforts at employment rationalization. This Report also examines the issues
of income distribution and provides insights on poverty effects of
employment, wage, and education trends in Argentina. Finally, the Report
takes a preliminary look at the benefit incidence of social spending and
relates this to the principal issues observed in the social sectors.
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1.5 This Report is part of continuing work on poverty analysis in
Argentina. Clearly it is partial, inasmuch as urban-based surveys are used,
and time-specific, as some elements change quickly with macroeconomic
conditions. Nevertheless, it provides a useful summary of progress in
Argentina's poverty reduction from 1990 to 1993.



II. POVERTY DIMENSIONS IN ARGENTINA

2.1 Argentina's urban poverty declined dramatically between 1990 and
1993. This declining trend was evident notwithstanding the fact that a slight
upturn was noted recently among the poorest districts of Metropolitan Buenos
Aires (MBA). In 1993, the urban poverty incidence (i.e., the poor below the
poverty line) is estimated to be below 20 percent on avetage in the nation as
a whole. In MBA alone (where more than a third of the Argentine
population resides), the poverty rate was estimated to be about 17.6 percent
(in May 1993), a major improvement from the 1989 crisis period when
almost half the MBA population reported incomes below the poverty line.
Of course, it must be noted that poverty incidence varies by region, with the
highest rates (averaging 40 percent) in the northern provinces of Argentina.
Another observation is that while absolute poverty is diminishing overall,
income distribution has not improved as much.' The widening of income
inequality during the hyperinflationary period began to be arrested in the
early 1990s. Details of these poverty and income distribution developments
are discussed in this and the following chapter.

A. Poverty Measurement Methodology

2.2 Poverty is analyzed in this Report using primarily the income-based
poverty line approach. The methodology and assumptions used to construct
Argentina's poverty line are discussed in detail in the Technical Document of
this Report. The income measurement using the Encuesta Permanente de
Hogares (EPH, household survey) shows the number of the poor below
estimated indigent and poverty lines, as well as the depth and severity of
poverty at specific points in time. This analysis is also extended to analyze
the poor within a poverty band (franja de pobreza) of between 0.75 and 1.25
times the poverty line.

2.3 With the foregoing methodology the poor are classified as: (a)
indigent or those whose income is insufficient to purchase a minimum food
basket; (b) stagnant poor or those whose income is insufficient to purchase
the minimum food basket and non-food consumption goods; this group is
above the indigent line but below the lower end of the poverty band; and (c)
vulnerable group or those whose income oscillates within the pre-defined
poverty band. The vulnerable group is further disaggregated into: (i) group
A or those whose income are about 25 percent below the poverty line; and
(ii) group B or those whose income are about 25 percent above the line.
This decomposition, albeit arbitrary, helps distinguish the focus of poverty
alleviation policies. The distinguishing characteristics of the poverty groups
are discussed in more detail later in this Chapter.

2.4 Volatility of the Poverty Line. The poverty line for Argentina
between 1980 and 1993 is sensitive to the type of price index used. This

1/ Recent evidence for a high growth, middle-income economy (Korea) shows a similar pattern,
although the historical income distribution is more even. See, for example, Leipziger, D.M.,
et al., The Distribution of Income and Wealth in Korea, EDI Development Studies, 1992.
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situation is especially difficult in light of Argentina's hyperinflation
experience. A simulation exercise using different price indices revealed that
poverty rates for MBA in May 1993 could vary in the range of 17.6 percent
to 26.1 percent with the use of different price indices. Nevertheless, the
precipitous drop in poverty rates between 1989 and 1993 (para. 2.7) remains
true irrespective of the price index used and reflects the sharp drop in food
prices in the basic basket. For this analysis, the Report uses the poverty
lines updated by the basic food price index provided by the Government.

2.5 Limitations of the
EPH da The EPH Box 2.1:: Extent of Income Underrenortini -
income data2 are affected
by a number of information B Jo QU1nt0Ie

1017%
and methodological 16.9% .....
problems including, among Q3i 21.%
others: (a) income Q4 28.9%

underreporting (estimated i .A
by one source to be about A 39.2% of whih

10 percent at the lowest By Income Source
income quintile and 65 4Average Salares 5.2 i
percent at the highest r Io .

Pensionsi 10.5%
quintile); (b) the use of a Rent & Interest 1,431.4%

basic food basket which is
almost a decade old and CSource- CEPA, Docuimento de Trabaio No. 5:

'Comparacion de lob mngrcsos medios de la EPH: con....
covers only the MBA for los: de las cuentiLas nacionales: propuesta. metodologicak,;-
poverty line construction; mayo 1994 (unpublished)..
(c) a non-response ratio WY:: ;
which, though declining, is Note: This study compared the 1985 EP&dte with:the national income account. The EPH income datai
still above five percent of were on the4averagea 39 percent underrepoited. i

total households sampled; compared to national income. The worst under-t

and, more importantly, (d) r eporting is at the highest income quintile which by:
nferenece includes~ famidies, receivn the .. .ost.

except for some specific n e incomeur r t -and interest -

years (e.g., 1990 and
1992), non-existent EPH
information for provinces, which gives the analysis an urban bias. The
Government also emphasized that the EPH was primarily designed to
estimate unemployment rate; the statistical significance of this variable is
higher than any other data in the survey. With respect to income
underreporting (see Box 2.1), a very rough estimate shows that at a
maximum, the poverty rate would decline by about three percentage points if
incomes of those below the poverty line were corrected for underreporting.
Nonetheless, large underreporting at the higher quintiles also implies that
income distribution may actually be more skewed than reported, a not
uncommon phenomenon. Clearly, further work is needed to reconcile
reported income and expenditure data.

2/ Income data in this Report include wages and salaries, interests and dividends, rents, profits, and pension
and other transfer incomes.
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2.6 Since time series EPH data are available only for MBA, this region
has been the focus of most poverty studies on Argentina. This is the case for
this Report as well. However, to get a handle on the possible magnitude of
poverty in provincial cities, this Report also presents a simulation exercise
for 1990 and 1992 using the MBA poverty line as a base. Also, an attempt
was made to provide a glimpse of rural poverty using special surveys in
selected rural areas in Argentina. Although reference is made to a basic
needs indicator (Necesidades Basicas Insatisfechas, NBI) provided by the
Govemment, the Report elects to use income-based measures. The
significant improvement in Argentine living conditions during the decade of
the 1980's as depicted by the NBI indicator is discussed in Box 2.2.

Box 2.2: h NMI kicatQ .

Based on questions contained in the Population Census, it s possble1 to ident,'.
those households (and individuals) lacking basic necessities which are defined by
Government to be; (a) sufficient dwelling space; (b) adequate housing materal; (c)prop...
santaiy conditions, i.e, a toilet; and (d) school attendance of children -l2ys of age.'.
The Government uses an af sat NBI (Necesidades Basicas Insat4fechar) indicator to
represent .deficiencies.in these four areas. -Houseobl identirWd wiith aggregte NBI
went down by 3.8 percentage pointsifrom -18.3 to 14.5 percent between 1980 and
1991. Out of the 6.2 million pople in this grup in 1991, about 4.8 mlion individ-u-.a.
or 77 percent exhibited deficiencies in only one of the above four I ;BI of these, 2.6.-
milion wert identified to lak sufficient'deli space.. Meanwhile, ly 114,2.0-2 :
persons (or 0.2 percent: of the total) showed deficiencies in all four areas. In oter words,
the "sbucwual po00 as defined by the aggregate NBI indicatorte na sy .th wbt.il ack...
,apropnate housing". The present composition of the aggregte Nl limits its- ,...-,e
as poverty measure. Targetg mechanisms bsed solel on the agregate NBI ifdicator
can miss the intended beneficiaries of poverty reduction programs.

However, the Govenment has also defined 24 individual l inIcat 'whic
coud be useful for targeting purposes since they give eograp hicly-. diaaggreg&ted
information. These include: (a) subsistence capacit -four indicators o educational
atan, n antd gende of: hoeoldhead(b)housigan sntary coniton '-, 'eight--

in'dicators on ho,usig deficit crowded living conditions access to pulic water, acce-"t
public sewet, type of toilet, type of floor, and other combinations thereof. (c) school
attendance of children - eight inidicators oni current. And past school attendanice 'by cilre
of differt age groups; and (d) years of schooling achieved.- four indicators on the
percentage: of people-wo completed 5, 6 to :17, 13 to 17, or, 18 to 22' y,earsof sc,hooin,
resptively. All these individu indicators show substantiaimvemeln bw .ee .18
and 1991. lhese indcators can also e' found in a published poverty map of'Arg entina

Wh le income is a direct measure of ver, tNB! idictaitor various
symptoms or manifestation of povert.y.' TheBN meaure variables elae to p ical
or ' humancapit d'evelopmnt, a p'rs which hsalon g I estatn per i..... T .h...:
difference'partly explains the rdction' of poverty bween 1980 and 1991 as maWf e
,by the , NBIindicators, whilepoverty me"asued, by incm '-fluct'at:e wi ely.following tiM.
patt of e o nomic cycles during this period.

3/ CEPA, Documento de Trabajo No.4, Mayas de Is Pobreza en In Argentin, marzo 1994.
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B. Poverty in Metropolitan Buenos Aires

2.7 The poverty incidence in MBA has been highly variable and reflects the
overall macroeconomic situation. It increased dramatically, for example, from
less than 16 percent in the 1980 to almost 50 percent in 1989, as real GNP per
capita in Argentina dropped by 25 percent and real wages fell by 50 percent
(Table 2.1). This dramatic real income decline impoverished certain groups,
including segments of the population previously considered safe from poverty.
Moreover, this situation reflected the severe economic instability, long-term
decline, and traumatic hyperinflationary periods of the Argentine economy in
the past decade (Figure 2.1). In no other time during the decade, nor
immediately thereafter, were the depth and severity of poverty worse than in
1989; moreover, the extreme levels of uncertainty in prices and incomes makes
this benchmark year less reliable. For this reason, more emphasis is placed on
the 1990 results for comparative purposes.

Table 2.1: Evolution of Inflation and Changes in Proportion of Population Below
Poverty Une In Metropolitan Buenos Aires

Om) : .--. OM am OW 
:Aese :l sd i n Jd: s.d SSiir d t

i; y * iM.I 9budy CEFA. DBcaX:a Lopi hEhs li::iSsp Mh.i: MNDjh: (ezasii ,ill:v i- l
(: 0 ft' i_: 011993) (11993) tl993) (19993,)ff Stlb93) 11993)i: jp992)! (1969911-: j(1990) 008 9) a }3) 0ge)-

1974 2.7 -- -- - 7.3 -- 4.7 3.2 5.1

1975 13.2 -- -- - -- -- -- -- -- -- -- 6.7 6.7

1976 13.7 -- -- - -- -- -- -- -- -- -- 21.9 21.9

1977 8.1 -- -- -- -- -- -- -- -- -- l

1978 8.2 --

1979 7.4 -- -- -- -- -- --

1980 4.7 16.2 -- 7.6 20.6 -- -- 20.6 10.6 -- -- 7.9 13.9

1981 8.0 -- -- - -- -- -- -- -- - -- -- -

1982 11.2 -- -- -- -- -- -- -- -- -- 30.4 22.1 26.3

1983 14.8 -- -- -- -- -- -- -- -- -- -- -- --

1984 18.4 -- -- -- -- -- -- -- -- -- -- -- --

1985 13.9 -- -- -- -- -- -- -- 24.9 -- -- -- 24.9

1986 4.5 20.9 -- 13.0 21.4 9.0 -- -- -- -- -- -- 16.1

1987 8.9 -- -- -- 26.2 19.5 -- -- -- -- -- -- 22.9

1988 14.5 36.1 -- -- 25.1 -- 33.0 32.4 41.3 -- -- 33.6

1989 39.1 51.1 47.1 -- 41.1 36.5 -- 34.5 -- -- -- -- 42.1

1990 22.7 35.9 32.2 28.8 34.5 28.8 -- -- -- -- -- -- 32.0

1991 4.7 25.5 20.5 23.2 30.9 23.3 32.8 -- -- -- -- -- 24.7

1992 0.8 18.7 15.9 19.4 27.2 19.4 -- -- -- -- -- -- 20.1

1993 0.4 17.6 -- -- -- -- -- -- -- -- -- 17.6

Note: Average Monthly Inflation figures are the geometric average of combined (simple average of Consumer and
Wholesale) yearly inflation rates. Overall trend figures are simple averages of the available poverty estimates reviewed
above. Poverty rates in Montoya and Mitnik (1993) were excluded from this average due to non-comparability, i.e.,
they assumed a substantially higher share of non-food goods and services in the construction of poverty line than other
studies (Engel coefficient of 3.14).
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Figure 2.1: Trend of Monthly Inflation
Rate and Poverty Rate in Metropolitan

Buenos Aires
Percent

60456 .......................................................................................

747 67 87 08 2 838 588 88 0 -91 929

40 ,LL ... .. .. .. . .. .. .. .. . .. .. .. . .................... ..... ..... .... ....
1 _ A . .. .. . .. . .. . .. . .. . .. . .. . .. . .. . ............... ..... .. ..
630r .... ........................ .................. ................. ... ........v

20 ... ...... ....778798 1828S84 89909 

Year

- Poverty a Inflatlon

Poverty Rate: Average poverty rates in Table 2.1 excluding Montoya and Mitnik (1993).
Average Monthly Inflation: Average of combined Consumer and Wholesale inflation rates.

2.8 The achievement of price stability and the turnaround of the Argentine
economy since the successful implementation of the Convertibility Plan
produced a major positive impact on poverty alleviation. The May 1993
EPH indicated that the total number of people below the poverty line was
about 17.6 percent of the MBA population or about 2 million individuals.
Most recent information based on the preliminary results of the October 1993
EPH shows a slight upturn in the poverty rate for the poorer districts of
MBA, which however does not negate the dramatic declining poverty trend
observed since 1990.
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Table 2.2: Evolution of Incidence, Depth, and Severity of Poverty
In Metropolitan Buenos Aires

..... ........ . . .. .tT. : .;Xi0li |- ........ .. ..... ... ..f ' l "' l-"' . .. ..... i " '0-.t-': -;.'t- i:... --
' '..... ' ;; . .... . .. . . . .. . :, .. .. . ... ; .... .. iStii7X$ .. .. .. .. ..... aLLiit,,0- ..EEt-V; L0 

1980 3.3 16.2 4.9 2.3l
l1986 4.8 20.9 6.7 3.2
1989 21.2 51.1 23.1 13.5
1990 9.2 35.9 13.2 6.7

1991 5.9 25.5 8.7 4.3
1992 3.9 18.7 6.3 3.1

1993 3.4 17.6 5.6 2.7l

[ 1 Proportion of the population b elow an estimnated indigent line.l
2/ Proportion of the population below an estimated poverty line.
3/ Measures the depth of poverty or the difference between the poverty line and the mean income

of the poor, expressed as a ratio of the poverty line.l
4/ Measures the severity of poverty among the poor. The value of this index increases whenever

there is an income transfer from a poor individual to a less poor individual.

Source: INDEC, Encuesta Perrnanente de Hozares, October of 1980, 1986, 1989, 1990,
1991 and 1992, and May of 1993. l

,~~~~~~~~~~~~~~~~~~~~~~~~. . ... I........

2.9 Dept and Severi=ty of Poverty. An analysis of two other poverty
measures underscores the gravity of poverty during the crisis. Even if 1989 is
an anomaly, absolute poverty (based on the headcount index) doubled between
1980 and 1990 and the depth measured by the poverty gap index (or thel
proportion of income required to boost the population to the poverty line)
increased by a factor of 2.5 (Table 2.2). An increase in the severity of
poverty, measured by the FGT P2 index, was even more pronounced, i.e,
about three-fold during the same period. Following 1990 each of these
measures decreased continually. By 1993 the headcount index had been
reduced to half of its 1990 level, the poverty gap to less than half, and the
FGT2 index to two-fifth of its past level. This implies not only that the
poverty situation in MBA has greatly improved when looked at on the basis of
numbers of poor, but also that the severity of poverty appears to be less now
than in the 1989-90 period. Moreover, the 5.6 percent poverty gap index of
1993 suggests that the household income requirements to reduce absolute
poverty is at a ten year low. The major gains between 1990 and 1993 are seen
in Figure 2.2.
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Figure 2.2: Poverty Reduction in Argentina
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C. Snapshot of Poverty Groups

2.10 A snapshot of the composition of the poor in MBA in 1993 is
presented in Figure 2.3. The indigent population (defined as those lacking
the income required to purchase the minimum food basket) was about 3.4
percent of the total MBA population. The number of the indigent population
has stayed relatively low in the past decade, except during the crisis year of
1989. With the recent improvement in the general poverty situation, policy
makers began to focus more attention on the population segment with
incomes near the poverty line. This group (defined in this Report as those
falhng within a band of 0.75 and 1.25 times the poverty line orfranja de
pobreza) is classified as the vulnerable group. Over time there had been
significant flow in and out of the poverty band, with a range between 14
percent and 22 percent over the last five years. In 1993 about 14 percent of
the MBA population (or 1.5 million) were in the vulnerable group (Table 2.3).
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[ Table 2.3: Evolution of Population Share Within +0.25 X (Poverty Line)

Per Capita Household Income

Less than Between More than
Year 0.75 X PL (1_0.25) X PL 1.25 X PL Total

1980 9.3 14.5 76.3 100.0

1986 11.2 17.7 71.2 100.0

1989 38.4 22.2 39.4 100.0

1990 23.2 22.4 54.4 100.0

1991 15.4 20.3 64.3 100.0

1992 10.0 17.6 72.4 100.0

1993 10.3 14.0 75.7 100.0

Sources: INDEC, Encuesta Pernanente de Ho2ares, October of 1980, 1986, 1989,
1990, 1991 and 1992, and May of 1993.

Of this, those below the poverty line (Group A) numbered about 796,500 or
7.3 percent (Figure 2.3). The stagnant poor (those falling in between the
vulnerable poor and the indigent) accounted for about 6.9 percent of the
population in 1993 or 752,860. The employability of this group makes their
poverty status more permanent than that of the vulnerable group, but less
critical than the indigent.

Figure 2.3: Poverty Snapshot of Argentina, 1993

Income Indigent

I6mTz Stagnant Poor

Vulnerable Poor

Non-Poor

82.4%

Vulnerable Group
(14.0%)

PL 25%

(17.6%) Indigent Line
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Table 2.4: Family Characteristics by Poverty Group, 1993

| - ~~~~Poo - i -Non-oo r 

Vulnerable Group -- __ |__

- - - - - - _; _ . U~~~~~~~~ppee> :Nola
Indigent Poor Group B - Pov.Grp. G All

(Less than (nd. Line (0.75xPI (PL (More tha :
Ind. Line) 0.7SxPL) - xPLP -L) 1.2S--L)

Popuato hare (%) I 0 I 
1990 [ 9.2 - 14.0 1 12.7 -9, 1 : 54.4 100.0

:1993 : 3.4 7.0- 1.3 -6,7 7S.I. 100.0

Mean Family Size 5.4 4.4 4.5 4.8 3.2 3.5

Deyendency Ratio 5.3 4.8 3.8 3.4 2.3 2.5

Female-Headed
Households (%) 24.2 13.2 10.0 14.6 15.3 15.0

Educational Attainment
of Household Head (%) 100.0 100.0 100.0 100.0 100.0 100.0
No Education 27.1 30.2 26.4 27.3 12.0 15.8
Primary 60.0 58.8 63.7 60.8 54.0 55.7
Secondary 10.4 7.7 9.5 9.4 23.5 20.0
Higher 2.5 3.3 0.4 2.5 10.5 8.5

Tyie of Housine 100.0 100.0 100.0 100.0 100.0 100.0
Single Housing (%) 82.5 74.8 80.2 75.2 60.3 63.4
Apartment (%) 9.3 17.6 17.5 21.6 37.3 33.7
House in WVilla' (%) 6.9 5.8 1.6 3.2 1.1 1.6
Others (%) 1.3 1.9 0.6 0.0 1.4 1.3

Source: INDEC, Encuesta Permanente de Hogares, October 1990 and May 1993.

Distinct Characteristics of the Poverty Groups

0 Among the three poverty groups, the indigent in 1993 belonged to
households characterized by the largest average family size (5.4), the
youngest demographic profile, and the highest dependency ratio.
These attributes progressively diminish in size and proportion, as one
views the situation of the stagnant, the vulnerable and the non-poor
groups (Table 2.4).

* The 1993 EPH data did not show significant differences in the
educational attainment (or level of schooling completed) of the
household head of the three poverty groups (Table 2.4). However,
one notes a striking higher educational attainment of the non-poor
compared to the poverty groups. The proportion of household heads
in the upper end of the non-poor group who have finished secondary
education was on the average three times more than any of the poor
or the vulnerable groups. This snapshot of the 1993 household
characteristics suggests the growing importance of secondary (and
higher education) to lift individuals out of the poverty and precarious
income situation. This is reinforced by the results of a probit model
on education and poverty discussed in Chapter III of this Report.
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* Because of the generally increasing educational attainment in
Argentina in the past decade, the mere level of completed education
of the household head reported in the EPH does not clearly reflect the
lack of "appropriate" education and employability of the stagnant
poor. However, an increasing proportion of the unemployed, with
secondary and tertiary education suggests the possible growing
disconnect between the quality and type of education attained by this
segment of the population compared to the demands of a continuously
restructuring Argentinean economy. This hypothesis needs to be
further examined with more disaggregated information on the
schooling pattern completed versus the changing skills demand in
Argentina's labor market.

* The May 1993 EPH data showed that the vulnerable group tended
to share common household characteristics more with the population
below the poverty line than with the non-poor group (Tables 2.4 and
2.5). This is especially true with regard to family size (4.6);
educational level of household head (27 percent with no education and
the rest principally completing only primary education); and skill level
(40 percent are unskilled workers and barely 2 percent are
professional). Where the vulnerable group shows a marked difference
from the poor group is its lower rate of unemployment (15 percent vs.
27 percent for the stagnant poor and 34 percent for the indigent) and
its tendency to be employees (i.e., wage and/or salary earners) than
being self-employed (Table 2.5). The vulnerable group showed closer
affinity with the non-poor groups in these labor market characteristics.

0 An interesting picture of the status of the vulnerable group in the
labor market over the last five years is presented in Table 2.5 and
Annex Table A.3. Note that from 1990 to 1993 the vulnerable group
exhibited the most significant drop in the time spent in their current
jobs. Also, those who are above the poverty line among the
vulnerable group (Group B) showed the highest average
unemployment spells in 1993. These observations reflect to some
extent the labor market effects of Argentina's economic restructuring
in recent years. In particular, some analysts have noted the marked
increased unemployment of people in their mid-forties whose skills
may now be outdated relative to Argentina's labor market
requirements.4 Also, the unemployment insurance which took effect
in 1993 may have made it easier for people to be selective in their
jobs. It is estimated that this group is located between the third and
fifth decile of the income distribution. Policy focus on the
employment and income situation of the vulnerable group, becomes
more significant when one considers the fact that this group was twice
the number of the stagnant poor and four times more than the indigent
in 1993.

4/ Mondino, Guillermo and Silvia Montoya, 'Anatomia de Desemplo," Novedades
Economicas, December 1994-January 1995.
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Table 2.5: Labor Market Characteristics by Poverty Group
| ~~~~~~~~~~ ~~~~. . ., . . .. .- . . . . .

Poor... .:N~~on-oar-

Vuii-t-bl- Group.

Stagnant I ~~~Upper Nani
Indigent PoorQ0 Group A.I Gmp B a.Gr. M
-(Ls than (tL Lie - (0.75xML - L -: or tan

lad. Line) 0.75xPL) P- L) j ; L

Ate Distribution 1993 (X) 100.0 100.0 100.0 100.0 100.0 100.0
Under 15 44.1 40.5 40.3 36.9 21.7 26.2
15-64 50.0 46.8 51.0 57.0 66.4 62.7
65 & Over 5.9 12.7 8.7 6.1 11.9 11.1

Labor Force Participation
1990 (%) 58.1 57.1 57.9 57.3 70.1 65.0
1993 (%) 56.3 57.9 54.3 60.8 70.7 68.0

Unemnlovment Rate (%)
1990 14.2 9.2 9.1 6.9 3.3 5.5
1993 34.3 26.5 13.6 15.8 8.0 10.1

Ave. Unemplovment Search
.Peri (No. of months)

1990 3.7 3.7 2.5 6.9 4.3 4.1
1993 4.0 2.9 4.2 7.0 4.6 4.5

Job Historv: No. of mos.
in currentjob (employed)

1990 59.6 63.7 80.3 85.5 89.3 83.8
1993 51.6 62.0 66.5 60.1 80.6 77.8

EnmvIoyment Cate2ory 1993 100.0 100.0 100.0 100.0 100.0 100.0
Employees (%) 53.3 66.4 71.9 74.0 71.1 70.7
Self-employed (%) 42.6 31.7 24.0 21.3 22.6 23.4
Owners of Enterprises (%) 4.1 i.0 1.8 1.9 5.0 4.5
Others (%) 0.0 0.9 2.3 2.7 1.4 1.4

Informal Sector 1993(%) 1/ 67.6 50.7 53.3 51.5 45.5 46.9

Industry 1993
Manufacturing (%) 20.5 28.2 28.6 32.3 22.5 23.5
Construction (%) 20.1 10.7 7.1 5.4 6.7 7.1
Commerce (%) 13.5 20.2 25.1 24.2 21.0 21.2
Services (%) 35.8 30.1 25.5 30.1 32.1 31.7

Skill Level 1993 (%) 100.0 100.0 100.0 100.0 100.0 100.0
Unskilled 43.1 43.3 34.9 45.7 23.5 26.4
Skilled 51.4 53.4 63.7 52.3 66.9 65.0
Professional 5.5 3.4 1.4 2.0 9.7 8.5

Firm Size 1993 (%) 100.0 100.0 100.0 100.0 100.0 100.0
1-5 72.0 55.4 56.9 54.5 49.1 50.4
6-100 18.1 32.7 31.6 30.0 35.0 34.1
Over 100 9.9 12.0 11.6 15.5 16.0 15.5

Source: 1NDEC, Encuesta Permanente de Hoeares. October 1990 and May of 1993.
/i Based on the International Labor Organization (ILO) definition. A worker is classified as belonging to the infornAl ector

if the conditions of his/her employmenat meet oDe of the following four criteria: (i) if one owns his/her busins and hires
leu than five employees; (ii) slf-employed persons who ame not professionals; (iii) employeea of umall-scale private
eaterpriwes which employ les tha five workers; or (iv) miscllaneous categories such - domestics, family ad other
worken without pay.
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D. Poverty Rates in Provincial Urban Centers

2.11 Drawing upon surveys from 23 provincial urban centers and the
MBA, an attempt is made to estimate the extent of absolute poverty
nationwide. (Data on rural poverty continues to be a major lacunae of
poverty analysis in Argentina.) Because of the absence of data to estimate
basic consumption baskets for the provinces outside MBA, any attempt to
estimate poverty rates at the provincial level is bound to be fraught with bias
and other methodological problems. Nonetheless, drawing upon a recent
study of urban poverty in Argentiaa5, this Report applies similar assumptions
to derive the poverty lines in the provincial urban centers. A simulation
exercise varying the assumptions on food/and non-food shares according to
city population size was carried out. Using a most likely scenario described
in the Technical Document, the poverty incidence in urban Argentina was
estimated to be 35.6 percent in 1990 dropping to 22.6 percent in 1992 (Table
2.6).

2.12 Poverty incidence varied considerably by region with the highest rates
being registered in the northeast and northwestern provinces (see Report
maps). Poverty rates in Tucuman, Jujuy or Chaco still averaged about 40
percent in 1992, compared to 18.7 percent in MBA. One notable feature of
this data is that the rate of decline of poverty incidence has been much
swifter in MBA than in the more remote provinces. While there is no
provincial city which has not experienced a fall in poverty between 1990 and
1992, the speed of decline has been slowest in the Northwest and Northeast
regions of Argentina.

2.13 Looking at Table 2.7, one clearly sees that the locus of the poor is
changing in Argentina. Using the 1992 benchmark, one can say that the
MBA poor now only constitute one-quarter of the total poor, while
Pampeana, Northwest and Northeast account for 65 percent of the poor.
Between 1990 and 1992, moreover, the proportion of the poor located in the
Northwest and Northeast rose from 24 percent to 29 percent. This trend, if
continuing, has important ramifications for the design of future surveys. In
other words, while the severity of the poverty problem is being reduced
nationwide, poverty in the rural and some outlying urban areas is becoming a
priority for policy analysis.

Sl Cimillo, Elsa and Maria Ester Rosas, Pobreza Urbana gor Ingresos. octubrc de 1990 - mayo
de 1992, CEPA, Ministerio do Economia, Obras y Servicios Publicos, Buenos Aires, 1994
(unpublished).
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Table 2.6: Poverty Rates by Provincial Cities, 1990 and 1992

| eleCt.6 f

Reg~~~onJProvince City 1~~~~~~990.. L992
Overall Urban Center 35.6 22.6

Metropolitan
Buenos Aires Federal Capital* 35.9 18.7

and 19 Partidos*

Pampeana 31.5 24.4
The Rest of Buenos Aires La Plata* 35.5 25.7
Province

Bahia Blanca 22.6 16.7
Cordoba Cordoba 32.5 22.1
Entre Rios Parana 32.3 21.5
La Pampa Santa Rosa 19.2 15.4
Santa Fe Rosario* 32.7 30.2

Santa Fe 26.9 21.1

Cuvo 36.8 24.8
Mendoza Mendoza* 35.2 22.5
San Juan San Juan 43.4 31.6
San Luis San Luis 25.6 22.5

North-East 46.0 38.4
Corrientes Corrientes 48.4 38.6
Chaco Resistencia 49.8 44.2
Formosa Formosa 48.3 37.9
Missiones Posadas 36.5 31.7

North-West 40.3 34.6
Catamarca San Fernando del Valle de 31.1 26.4

Catamarca
Jujuy San Salvador de Jujui 48.1 41.8
La Rioja La Rioja 28.4 22.5
Salta Salta 37.2 26.5
Santiago del Estero Santiago del Estero 40.0 31.4
Tucuman San Miguel de Tucuman* 43.3 41.6

Patagonia 22.7 16.5
Chubut Comodoro Ravadavia - 11.7
Neuquen Neuquen 25.0 20.9
Rio Negro San Carlos de Bariloche - --
Santa Cruz Rio Gallegos 23.1 19.7
Tierra de Fuego Ushuaia-Rio Grande* 16.3 11.6

Sources: INDEC, Encuesta Permanente de Hogares (base reducida), October 1990 and
October 1992.

Note: Above poverty rates are based on the following assumption: Poverty line
(PL) = 2.07*indigent line in large cities (greater than 500,000 inhabitants;
PL = 1.60*indigent line (i.e., food budget share of 62.5%) in small cities
(500,000 or less inhabitants).
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Table 2.7: Population in Poverty by Region, 1990 and 1992

PoEpulatio HEadEwit ine Population: inE:iE Pc-w :::: -ierty:

.... .. l (i. 1,000). W 1990 1992 No (%) No. ({ .'..... ... ''- I'n-'.'El;;f-};;'l0( OV .t;-,T;;0;'Df2 ji-V ' ii-ill

Overall 32,609 (100%) 35.6 22.6 11,609 (100%) 7,370 (100%)

Metropolitan 10,911 (33.5%) 35.9 18.7 3,917 (34.1%) 2,040 (25.6%)

Pampeana 11,476 (35.2%) 31.5 24.4 3,615 (31.1%) 2,800 (35.2%)

Cuyo 2,230 ( 6.8%) 36.8 24.8 821 ( 7.2%) 553 ( 6.9%)

North-East 2,827 ( 8.7%) 46.0 38.4 1,300 (11.3%) 1,086 (13.2%)

North-West 3,682 (11.3%) 40.3 34.6 1,484 (13.0%) 1,274 (16.0%)

Patagonis 1,482 (4.5%) 22.7 16.5 336 ( 2.9%) 245 (3.1%)

Sources: INDEC, Censo Nacional de Poblacion v Vivienda 1991, 1992. INDEC, Encuesta
Permanente de Hogares (base reducida), October 1990 and October 1992.

Notes: Poverty lines (III) PL = 2.07*indigent lines in large cities (greater than half a million
inhabitants), but PL = 1.60*indigent lines (food budget share of 62.5 %) in small cities
(less than half a million).

E. Rural Poverty

2.14 The rural poor have not traditionally received priority attention in
Argentina. The rural population has always been considered a minority, i.e.,
smaller than the urban group and declining in terms of its share of total
population. As of 1991, Argentina's rural population (agglomeration of
2,000 or fewer residents) accounted for only 15 percent of total, or about 5
million people. The rural poor are in provinces outside of the Pampeana
region and mostly concentrated in the Northeast and Northwest regions.
More than half of the estimated 200,000 small campesino agricultural
production in Argentina is located in these areas. The rural poor produce
mostly for the internal market and current conditions, including trade
liberalization, have produced falling incomes for these small producers. At
the same time there is limited capacity for diversification because of
agroecological conditions. They complement their income by being
temporary salaried or seasonal workers on bigger farms. It is estimated that
there are about 500,000 salaried seasonal workers in the whole country.

2.15 Speial Surve. To have closer a look at the profile of the rural
poor, the Ministry of Economy's Poverty Committee commissioned a study
on rural poverty in mid-1993.' The study included a survey of the living
and working conditions of about 200 households each in Corrientes
(Northeast Province) and Santiago del Estero (Northwest Province). Also, a
pilot participatory study (i.e., ten household in-depth interviews in two

6/ CEPA, La Pobreza Rural en la Areentina, Ministry of Economy, unpublished, August 1994.
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communities in Santiago del Estero) was conducted. Moreover, eighteen
"key informants" were interviewed, including provincial officials, heads of
social and economic development projects, peasant leaders, and health and
education workers. The study estimated the indigent line to be about US$150
per month for a typical family of five and the poverty line to be about
US$250 based on monetary expenditures reported by the respondents.
Including an estimated on-farm consumption of about US$100, the study also
referred to adjusted indigent and poverty lines of US$250 and US$350,
respectively. Note that these estimated rural thresholds are different from the
poverty line estimated for MBA and were calculated based on observed
household consumption patterns in the sample areas. The major findings of
the above surveys and the principal characteristics of the families of the
household respondents to the pilot participatory survey are depicted in Box 2.3.

2.16 A number of other small-scale studies of the rural population were
carried out as university dissertations or by independent research groups.
While providing interesting qualitative and quantitative information about the
rural poor, these studies lack comparability over time, using mostly case
studies, key informants and informal samples. For systematic rural poverty
monitoring in the future, major changes would be needed in the Encuesta
Nacional Agropecuaria, (National Agricultural Survey, ENA) and the EPH.
The ENA is currently being reformulated to provide detailed information on
production, income and profitability for variety of agricultural production
units including minifundia. Future plans also include gathering information
about off-farm income and living conditions. At the same time, EPH needs
to be extended to the rural areas to provide permanent nationwide assessment
and monitoring of rural poverty. A feasibility analysis of this undertaking
needs to look into the additional cost implications because of the dispersed
location of rural households, as well as INDEC's capacity to process an
additional regular survey on top of its current load.
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.... .j:i;}0 ........ i :j Box 2.3: Some Characteristics of the Rural Poor

o CritIentes and Santiago idel Estero Survevs:

jtt* Abouit70 perent of the families surveyed were estimated to be below the absolute poverty line; about a third
.of tfailies arefindigen¢t, 

* The I highest poverty:rates are registered for the elderly, followed by children. Poverty among the elderly: is
commonly a result of the migration of their children; farming becomes more difficult and the aged come to rely
04on contributions from their children and otber relatives in urban areas. Poverty rates are higher for women than
mten'in bth proyinces. There is a high fem6ale/ale ratio in the population and high dependency ratios.

* Generally, rural families live in households of five to eight people.. Migration to urban areas is a common
chateofstic. Migrants have left about 60.percent of the households surveyed. Larger families seem to be.
more imstainable' because of the availability of family labor for frming and the increased variety in
occupions, lending stability to household income

* Educational attainment of the rural poor is low. Approximately 68 percent of the rural poor surveyed in both
provmces have no schooling whatsoever. Roughly 28 percent have finished primary school. Very few (i.e.,
lesstha one percent in either province) have attended any sort of agricultural secondary school.

IL. -ualitative Interviews:

Household respondents- to the pilot participatory survey could be classified into the following three groups
Xreflecting ascendigdegrees of poverty:

(a) Iknmost iidig entfamilies, all children have migrated to an urban area, leaving only their elderly parents on
thefarms. Occasional labor and children contributions amount to about $100/month. These families usually do
not receive any public or private assistance. Daily food intake is restricted;

(b) 'Households with stable woverty earn between $200 and $300 monthly. Family members are usually
kintgerated in the seasonal work cycle. The cotton subsidy provides about 65 percent of total family income.

Those families iwhich abandoned cotton production (despite the subsidy) in favor of non-farm work have a less
stable imcome. For households which continue to farm, a local producers' organization (Comisiones UfUidas de
:Pe Puenos 0Produ Aores0 Aropecuarios) is a key source of resources (seeds, credit, etc.). NGO organizations,
such as chur, can be an important link between poor families and governmental assistance;

(c) The monthly income of the poor with minimum assets is similar to the previous group, however, these
kamilies generally have more land. Education serves to prepare children for migration to the city. Like the
former group,-th ecotton subsidy is n important incentive to produce.

* The key iformants also provided some insights on economic and environmental constraints facing the rural 
poor and their access uto services. The pOOr are basically tied into a subsistence economy, with cotton being the
only major crop for sale in other departments of the province. Key restraimts on productivity are:

* lack of water, both for production (only some plots are inigated) and consumptin.
* lac1k ofeffective land ownership by manyfarmers.
* uofoutdated tehnology by poor farmners, including dra ftanimls
* : lack of credit, which tes farmers into restrictive marketing arrangements (i.e., they can only sell
ther final produc t t the broker (acopiador) who forwards seeds and credit for food).

* Long diistaincesfrm hospitals aid schools are the major bafers impeding the poor's access to these
t$servies..0Sch&ool attendance is trongly influenced by the farming season. Moreover, a child in secondary......

lischool must move to a neighboring town but most parents cannot afford room and board:for their children. ;... .....'
Unsurprisingly, the rate of attedac is very low.. Distance:bettweent the ommunity and professionalxmedicil
fcareimpedes timely diagnosis and follow-up. Many residents recur to traditional medical practioners.



m. DISTRIBUHON, INCOME AND EMPLOYMENT

A. General Social Trends

3.1 In most Latin American countries, social indicators improved steadily
during the decade of the 1980s despite poor economic performance.'
Argentina exhibited the same positive trend during this period, but also
ranked high compared to other countries in the region (Table 3.1). The
demographic and epidemiological profiles of Argentina resemble those of
developed countries with respect to life expectancy and fertility rate. Infant
mortality rates declined continuously from 33.2 in 1980 to 21.5 in 1992,
although higher rates reaching 50 infants per thousand were observed in some
northern provinces. According to traditional measures, educational
attainment of the Argentine population in the last decade has steadily
increased. Access to primary schooling is universal, while secondary
enrollment at 74 percent is among the highest in the Latin American region.
The proportion of working age population with secondary schooling has
increased from about 25 percent to 35 percent in a decade. Nevertheless,
there are signs that the quality of education has deteriorated and
students/graduates lack marketable skills for a more demanding labor market
(elaborated further in the Chapter). This conflicting perspective is seen in
Argentina's relatively high ranking in the Human Development Report.2

where the country is compared to other middle-income developing countries,
and its much lower score in human capital measures in the World
Competitiveness Report.3 , which ranks Argentina against other rapidly-
growing countries and against an implicit OECD standard.

Table 3.1: Social Indicators in Argentina l

[. . . 1980 1985 1990 1991 1992 ]
Headcount index of poverty 16.2 20.9 35.9 25.5 18.7
(this Report's estimate)
Share of public social expenditures to GDP 16.0 16.1 15.5 16.4 16.8

Net primary enrollment (6 to 12 years of age) 90.5 -- -- 95.7 --

Infant mortality (per 1,000 live births) 33.2 26.2 25.6 23.8 21.5 1/
Life Expectancy at birth

Male 65.4 66.4 67.3 67.7 68.1
Female 72.1 73.1 74.0 74.4 74.8

Total fertility rate 3.2 3.0 2.9 2.8 2.8
Maternal mortality (per 10,000 live births) 7.0 5.9 5.2 -- --

Source: Public Social Expenditurcs arc Flood ct. al., (1994); Net primary enrollment, infant and matcrnal
mortality are from INDEC (1992a); Life expectancy at birth and total fertility are from Vu, et al. (1991).

1/ Indications from UNICEF report on infant mortality in the northern provinces, La Nacion, January
23, 1995, p. 9.

1/ Grosh, Margaret E. "Social Spending in Latin America: The Story of the 1990's, World Bank Discussion Paper
No.106, Washington D.C., 1990.

2/ UNDP, Human Development Report, Oxford University Press, 1994.

3/ IMEDE and The World Economic Forum, World Competitiveness Report, 1990-1994.
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Table 3.2: Trends in Income Distribution

1 1.9 1.8 1.2 1.6 1.7 1.7 1.7
2 3.4 3.2 2.4 2.9 2.9 3.0 2.9
3 4.6 4.1 3.2 3.9 3.9 4.0 4.0
4 5.7 5.3 4.1 4.9 4.9 5.0 5.0
5 6.9 6.6 5.3 6.1 6.0 6.2 6.1
6 8.3 7.7 6.6 7.5 7.2 7.7 7.5
7 10.1 9.5 8.5 9.1 9.0 9.3 9.3
8 12.5 11.7 11.3 11.8 11.5 12.1 11.0
9 16.6 16.0 16.6 16.3 16.0 16.8 16.3
10 30.0 34.1 40.7 35.8 36.9 34.1 35.3

100.0 100.0 100.0 100.0 100.0 100.0 100.0

Gini Coefficient 0.408 0.444 0.526 0.467 0.474 0.453 0.461

Population represented by
the samnple (in 1,000s) 8,154 9,283 9,721 9,632 9,973 10,501 10,993

Sources: INDEC, Encuesta Permanente de Hoeares, October of 1980, 1986, 1989, 1990, 1991
land 1992, and May of 1993.

Note: Household per capita income from all sources including wages and salaries from primnary and
secondary jobs, income in-kind, retirement and other transfer incomes.

B. Income Distribution

3.2 The distribution of income in Argentina (as depicted by MBA
household income) worsened markedly during the recession cycle as compared
to the 1980 situation. Income inequality measured by the G3ini index increased
from 0.40 in the early 1980s to 0.53 in 1989, the worst year, and moved back
to 0.46 in the early l990s (Table 3.2, Figures 3. 1).4 While absolute poverty
rates dropped markedly between 1990 and 1993, income distribution has been
quite stable in recent years. The high unemployment and underemployment
rates, as well as the lagged recuperation of wage values by those people in the
lowest income quintile relative to the top income quintile contributed partly to
the distribution trend.

4/ The two most important reasons for this developments are: (a) the impact of macroeconomic instability, especially
chronic high inflation which caused a drastic decline in the purchasing power of fixed incomes (wages, salaries,
pensions); and (b) the performance of the labor market; i.e. the change in the opportunities for and the relative price
of labor with different skill endowments. The inflation tax affected the different economic groups in Argentina in
varying ways. During high inflation people with higher human capital endowments were able to protect their income
through better negotiation of the terms of their contracts. The poor without a good stock of skcills, suffered relatively
more than the higher income individuals.
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Figure 3.1: Lorenz Curve of Income Distribution
in Metropolitan Buenos Aires
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Sources INDEC, Encuesta Permanente de Hogares, October of 1980, 1986, 1989, 1990,
1991 and 1992, and May of 1993 (Metropolitan Buenos Aires).

Figure 3.2: Income Distribution in Metropolitan Buenos Aires
in Relation to Poverty Line, 1993
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Source: INDEC, Encuesta Permanente de Hogares, May 1993 (Metropolitan Buenos Aires).

Note: The height of each bar in the histogram represents population count in each income interval
spanned by 24 Pesos income range. For instance, population count weighted by invcrse
sampling ratio in the first income interval is 59,718. It should also be noted that there are
about 2 perccnt of population beyond the income threshold of 1,200 Pesos in this graph.
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3.3 However, some improvements appear to be in sight. As seen in Table
3.2, the share of income destined for the lowest quintile has recovered much
of the purchasing power lost between 1980 and 1989. Compared to the 5.3
percent of income received by that quintile in 1980, by 1989 it had dwindled
to 3.6 percent. More than half of that loss had been recovered by 1993. In
addition, large gains were recorded by the middle of the distribution (viz.
deciles 3-7), whose share rose from 27.7 percent in 1989 to 31.9 percent in
1993. Nevertheless, the income share of the top quintile compared to the
bottom quintile was relatively unchanged between 1990 and 1993 -- reflecting
a top to bottom ratio of about 11 in those three years compared to about 9 in
1980.5

3.4 International Comparisons. Compared to other countries where data
are available, it appears that, in relative terms, the degree of income inequality
in Argentina is at the lower end of the range in the LAC region. In other
words, income distribution in Argentina is far better than the average, but is
less equal than East Asia (Table 3.3).

C. Employment

3.5 Of late, labor market developments have become a major concern in
Argentina because of the steep rise in unemployment in 1993 and 1994.
Unemployment rate reached a high of about 10 percent in MBA in May 1993,
up from an average rate of about six percent in the past four years, and it has
continued to rise in 1994 reflecting labor market adjustments. More than 25
percent of the unemployed population was below the poverty line in the May
1993 EPH survey for MBA. The unemployed also exhibited the highest
poverty gap among the poor.

3.6 Current labor market developments bring to light an apparent paradox
that is taking place in the Argentine economy. Between 1990 and 1994,
economic productivity increased on the order of 25 percent, accompanied by a
30 percent strengthening of the purchasing power of wages and salaries.6

Partly in response to more attractive income opportunities, labor force
participation rates (LFP) reached a high of 68 percent in 1993 (Table 3.4), a
large part of which was due to the entrance of women, especially those aged
30 to 59. However, the employment rate increased more slowly, i.e., from
30.1 percent to 31 percent in 1994. Thus, in the course of the past four years,
new jobs created numbered about 623,000 positions compared to an increase in
labor supply of 1.2 million persons. These developments could be explained
in large part by the structural constraints in the Argentine labor market and the

5/ Compared to the Argentine case, in the U.S. the share of income going to the lowest quintile was 3.6 percent in 1993
(compared to 4.2 percent in 1968), while the share of the richest quintile rose to 48.2 percent (compared to 42.8
percent in 1968). Overall, the proportion of Americans under the poverty line rose in 1993 to 15.1 percent of the
population.

6/ Mondino, Guillermo and Silvia Montoya, "Anatomia del Desempleo", Novedades Economicas, December 1994-
January 1995.
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[ Table 3.3: International Comparison of Gini Index of Income Inequality

[ Region Sample Country Gini Index of
Size (Years) Income Inequality

[ --. (Median)

Argentina 9 (1965, 1970, 1980, 0.46
(this study) 1986, 1989, 1990,

1991, 1992, 1993)

Latin America 70 Argentina (same as above), 0.52
and the Caribbean Bolivia, Brazil,

Chile, Colombia, Costa Rica,
Ecuador, Guatemala, Honduras,
Mexico, Panama, Paraguay,
Peru, Uruguay, Venezuela

High Performing 43 Hong Kong, Indonesia, 0.38
Asian Economnies Japan, Malaysia,

Singapore, South Korea,
Thailand, China

Other Asia 23 Bangladesh, India, Nepal, 0.41
Pakistan, Philippines,
Sri Lanka

Sub-Sahara Africa 7 Gabon, Kenya, Sudan, Zambia 0.49

OECD Countries 15 Australia, France, Italy, Spain, 0.37
Switzerland,
United Kingdom

Sources: The World Bank, (1993), The East Asian Miracle, Washington, D.C.
Psacharopoulos et al. (1992), 'Poverty and Income Distribution in Latin
America: The Story of the 1980s."

Note: Summary statistics for each region have been computed using the Gini indices
of income inequality which were compiled by Jay Gonzalez as background
material to the 1993 The East Asian Miracle, augmented by those for the LAC
countires in Psacharopoulos et al., (1992).

effects of economic restructuring. The labor market is highly segmented and
lacks flexibility because of excessive regulations. Meanwhile, economic
liberalization is forcing many sectors to adjust in order to remain
competitive. New employment, however, requires updated skills and
qualifications that are not necessarily possessed by the unemployed. This is
illustrated by the fact that in 1994 86 percent of the unemployed had previous
work experience compared to 83.2 percent in 1991.
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| Table 3.4: Trends of Labor Participation, Unemployment Rate, and Real Wage

Year: Participation Opent Under. Real Wage... Index

| ii ;000:0l:Rate Unemployment Ernployrnentii in 1993 Pesos 1
1980 61.7 2.0 9.8 862.8 (100)
1986 63.3 3.7 11.0 786.5 (91)
1989 63.8 6.6 12.3 420.0 (49)
1990 65.0 5.5 12.8 474.2 (55)
1991 64.6 5. i 12.0 524.0 (61)
1992 65.5 6.3 12.5 572.7 (66)
1993 68.1 10.1 13.5 607.1 (70)

Sources: INDEC, Encuesta Permanente de Hogares, October of 1980, 1986, 1989,
1990, 1991 and 1992, and May of 1993.

Note: Labor participation rate was computed using all working age population between
the age 15-64 in the sample, and the unemployment rate was among labor market
participants. However, the monthly real wage was computed using the sub-
sample of employees, excluding employers and the self-employed.

3.7 Evidence also points to the increasing average duration of
unemployment -- about 128 days in 1994 compared to 101 days in 1991.7
While this could be partly attributed to the effects of the unemployment
insurance, it also points to the growing mismatch between labor demand and
supply. Segments of the labor force registering longer average
unemployment duration in 1994 included those with less than secondary
schooling, and the situation is more pronounced in the case of women than
men (unemployment duration increased by 80 percent for women compared
to 26 percent for men with incomplete secondary school). It was also noted
that persons aged 45 years and above are now experiencing longer
unemployment duration in 1994 than in the past.

3.8 The EPH data indicated that households in the lowest income quintile
have borne the brunt of unemployment and underemployment in recent
periods, although the push in the LFP rate increase has come strongly from
the second and third income quintiles. In 1993 the unemployment rate for
the lowest income quintile was 22 percent compared to three percent for the
highest quintile (Table 3.5). This implies that while the increasing LFP is
contributing to the generally rising unemployment, the population in the
lowest income group is finding it most difficult to find employment. This
phenomenon can be explained partly by the generally lower educational
attainment and skills of the population in the lower income groups compared
to the stock of employables. However, recent developments also indicate an
increasing pool of formally unemployed with higher levels of educational
attainment. Among the formally unemployed, those who had completed
higher education increased from less than three percent in 1990 to almost six
percent in 1993 and those with secondary education from 25 percent in 1990
to almost 30 percent in 1993. The fact that the level of education completed
alone may not guarantee finding employment in Argentina's labor market
today merits further analysis.

7/ Mondino and Montoya, op. cit.
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Table 3.5: Trends of the Incidence of Open Unemployment By Income Quintile

Open Unemployment Rate by Income Quintile

- Year - _I n m 1V V All

1980 3.0 2.8 2.9 1.3 0.9 2.0
1986 9.2 4.6 3.9 1.9 1.2 3.7
1989 14.4 9.1 6.7 4.4 2.0 6.6
1990 12.1 8.6 5.4 3.6 1.9 5.5
1991 11.6 7.8 4.9 3.2 1.6 5.1
1992 13.8 9.2 8.0 4.0 1.3 6.3
1993 22.2 14.2 9.6 7.8 3.9 10.1

Source: INDEC, Encuesta Permanente de Hogares, October of 1980, 1986, 1989, 1990,
1991 and 1992, and May of 1993.

3.9 The Working Poor. People who are employed (formally or
informally) but have incomes below the poverty line constitute the working
poor. Among the employed population, the headcount poverty rate based on
the May 1993 EPH was about 11 percent, compared to an overall rate of
17.6 percent. By employment category, the incidence, depth and severity of
poverty is highest among the self-employed. Also, the persons working in
the informal sector are more likely to be poor compared to those employed
formally. A further breakdown by firm size shows that the poverty incidence
among employees of the small firms tend to be much higher than the middle
and large size firms.

3.10 7ypes of Occupation and Labor Conditions. The trend in Argentina
toward rising employment in microenterprises (firms with less than five
employees) and self-employment -- i.e., the major segments of the informal
sector -- has been widely documented. Although large firms continue to
employ the highest percentage of workers, their share has declined over time
relative to that of the small firm sector. The relevance of this trend to the
working poor was, among others, the subject of review of two recent studies
of CEPA.8 With respect to specific occupations, it was noted that domestic
service registered the highest number of employed poor in 1990 and 1992.
Comparing the working poor with the working non-poor, about 55 percent of
the former cohort on the average were in the informal sector (including
domestic service) between 1985 and 1992; the corresponding proportion for
the non-poor is 40 percent. The heavy reliance of the working poor in the
informal sector is further manifested by the finding that more than half of the
secondary income earners in the poor households were employed in
microenterprises, while about two-thirds of the primary income earners
worked in the formal sector. The latter, however, were mostly engaged in
so-called "malos trabajos" where wages are low and insufficient to bring
them above the poverty line.

8/ Kritz, Emesto (1993), "Pobreza e insercion en el mercado de trabajo en el aglomerado del Gran Buenos Aires, 1985-
1992." CEPA, Ministerio de Economia y Obras y Servicios Publicos; and Rosas, Maria Ester (1993), "Ocupaciones
y oficios de la pobreza, Gran Buenos Aires, Octubre de 1990-Octubre de 1992." CEPA, Ministerio de Economia y
Obras y Servicios Publicos.
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3.11 Wages. The economic crisis in the latter part of the 1980's, while
harming many, had special lingering effects on the wages of the poor. For
example, in 1989, real wages of workers in the bottom quintile had fallen to
25 percent of their 1980 value, compared to about 60 percent for workers in
the top quintile (Table 3.6). The poor subsequently lagged behind in
recapturing real income even after the economic recovery. However, if one
compares the 1993 real wages to the 1990 levels, it becomes apparent that
the lowest quintile began to recover its lost wage power more strongly than
the top income quintile. As a consequence, the average wage ratio of top to
bottom quintile rose from 3.3 in 1980 to 7.5 in 1989, and settled at 4.2 in
1993. The differential impact of these trends on different income groups
coupled with the increasing unemployment especially in the lowest income
quintile resulted in a widening gap in income distribution in Argentina
compared to the 1980 level. The poor lost more from the recession and have
recovered more slowly if one compares the current situation to 1980. It is
possible that women workers in particular suffer more considering the
significant male/female wage gap that exists in the first place (Table 3.8 and
para. 3.17).

Table 3.6: Trends of Real Wage of Employees by Income Quintile

Income Quintile

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~. .. .. .....: '~Year I IIII IVVAl

1980 431 (100) 570 (100) 682 (100) 795 (100) 1437 (100) 863 (100)
1986 384 (89) 536 (94) 604 (89) 752 (95) 1242 (86) 787 (91)
1989 116 (25) 209 (37) 275 (40) 378 (48) 869 (60) 420 (49)
1990 163 (37) 262 (46) 337 (49) 444 (56) 843 (59) 474 (55)
1991 178 (41) 299 (53) 396 (58) 491 (62) 975 (68) 524 (61)
1992 228 (53) 350 (61) 452 (66) 565 (71) 989 (69) 573 (66)
1993 249 (58) 356 (62) 448 (66) 593 (75) 1052 (73) 607 (70)

Source: INDEC, Encuesta Permanente de Ho2ares, October of 1980, 1986, 1989, 1990, 1991 and 1992,
and May of 1993.

Note: Real wage refers to wages and salaries of employees during the month prior to the survey period,
expressed in April 1993 Pesos. It was computed by multiplying current wage by the inflation rate
between the respective year and 1993 and dividing it by the number of digits lost in currency
denomination.

3.12 Education and Income. The importance of educational level as a
determinant of income can be observed in Table 3.8. In 1989, for instance,
an employee with a secondary education earned real income that was 67
percent higher than one who completed primary, while in 1993 this
difference in educational level implied only a 30 percent variation in real
earnings. By contrast, the income differential between secondary and higher
education, became more pronounced in 1993. Employees with higher
education had real earnings that were 67 percent more than those with
secondary education whereas in 1989 the income differential was about 40
percent. The modernization of the Argentine economy implies an
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increasingly stringent demand on the educational attainment of the work
force.

3.13 A recent Argentine study on the implications of human capital
formation on income levels observed that a major reason for the income
differential between the poor and non-poor groups (using 1991 EPH data)
was the disparity in the level of educational attainment.9 On the average,
persons with the least education earned four times less than those with the
highest educational attainment. Educational attainment determines an
individual's ease and/or level of entry in the work force, as well as the type
of employment obtained. The increasing requirement for more educated
work force is discussed further in this Report's section on education and
poverty.

3.14 Women in the Labor Market. The recent surge in LFP rates was
caused partly by women looking for work, especially those at the lower two
income quintiles. This behavior suggests a response to fundamental shifts in
the incentives facing women: uncertainty concerning the stability of
household income and greater opportunity outside the home. Also, although
difficult to document at this time, female immigrants from neighboring
countries seem to add to the demand for unskilled jobs in Argentina (e.g.,
domestic service).

3.15 The high unemployment rate for females in the lowest income quintile
-- 28 percent in 1993 -- is an indication of lack of immediate opportunities
to absorb those who are looking for work. While women of all income
groups suffer higher rates of unemployment than their male counterparts, the
situation is worse for women in the lower income quintiles. This
predicament is compounded by the fact that poor women earn extremely low
wages relative to men in this group.

3.16 A major factor which seems to work against female employment is the
existence of some rigid regulations incorporated in the current labor laws.
For instance, in the Ley de Contrato de Trabajo women cannot be hired for
night shifts or certain types of work considered "dangerous". Employers are
also prohibited from having women work at home. Also, women employed
in the morning and the afternoon need to be given two hours of rest at mid-
day or in its place "horario continuo" which cuts the rest time in order to
have an early dismissal period.

3.17 Statistics show that while female employees (in MBA) generally bring
higher educational attainment to the workplace than the males, a significant
vg differential unfavorable to women exists. In 1993 the percentage of
employees with secondary schooling and higher was 35 percent for male and
50 percent for female workers (Table 3.7). At the same level of education,

9/ Montoya, Silvia and Oscar Mitnik, Acumulacion de Capital Humano: Determinante de la Pobreza? (a study carried
out for the Fundacion Mediterranea), 1994.
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I Table 3.7: Education Attainment by Gender, 1980-1993

Educational Level . .. . ... . . .....
Genderi;|:-: Year No i iPrimary Secondary Higher All

... .... Edueation

Among Working Age Population (Age 15-64)
Male 1980 18.2 58.3 18.5 5.0 100.0

1986 17.4 58.3 18.2 6.0 100.0
1989 12.5 56.9 23.5 7.2 100.0
1992 9.9 58.5 24.1 7.5 100.0
1993 8.5 57.2 26.6 7.6 100.0

Fenale 1980 19.8 54.8 21.2 4.2 100.0
1986 20.7 51.7 21.9 5.7 100.0
1989 13.6 53.7 24.9 7.8 100.0
1992 9.9 54.7 26.5 8.9 100.0
1993 10.1 52.5 27.7 9.7 100.0

Among Employees
Male 1980 19.6 57.4 18.8 4.2 100.0

1986 16.6 55.1 21.1 7.3 100.0
1989 12.7 56.5 23.1 7.8 100.0
1992 10.0 56.2 24.9 8.9 100.0
1993 8.8 55.6 26.9 8.6 100.0

Female 1980 13.2 46.5 30.6 9.8 100.0
1986 13.0 43.9 30.7 12.4 100.0
1989 8.5 40.5 35.0 16.0 100.0
1992 6.8 42.8 34.2 16.1 100.0
1993 7.1 41.5 35.5 16.1 100.0

Sources: INDEC, Encuesta Permanente de Hogares, October of 1980, 1986, 1989
and 1992, and May of 1993.

female workers receive lower wages than their male counterpart. Moreover,
the wage gap between men and women seems to widen with educational
levels. Female workers with secondary and higher level of schooling
received half of the male wage of the same category in 1993 (Table 3.8).
The wage gap may be explained, in part, by wage discrimination against
women but may also be influenced by differences in job experiences and
occupational category. This finding requires further investigation to ascertain
whether gender bias is or is not a major phenomenon.

3.18 Working Conditions in the Informal Sector. Employment growth in
microenterprises and self-employment is strongly associated with increases in
the incidence of 'precarious" working conditions (defined as an employment
situation in which the employer fails to withhold social security taxes from
the employee's wage.)'` The Ministry of Labor estimated that over 67
percent of those employed in microenterprises work under such conditions,
compared with 15 percent in enterprises with more than five employees.

10/ Though there are many competing definitions of what constitutes 'precarious" employment, a common definition (and
the one used by the MOL) classifies as precarious any employment situation in which the employer fails to withhold
social security taxes from the employee's wage. Those who work under precarious circumstances self-identify in the
EPH by indicating that the social security tax is not withheld.
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Table 3.8: Real Earnings of Employees by Education Level and Gender
(real pesos per month)I: - - - -..-- -. Education Level

LYeat Gender -No Education Primary Secondary- Higher - All

1980 Overall 581 699 1,090 1,940 844
Male 650 782 1,342 2,738 943
Female 386 506 797 1,296 656

1986 Overall 511 655 925 1,456 774
Male 570 750 1,094 2,114 891
Female 392 468 743 848 589

1989 Overall 230 298 499 718 391
Male 250 336 613 998 440
Female 177 208 370 482 306

1992 Overall 357 428 604 1,004 539
Male 378 466 707 1,321 593
Female 307 345 481 717 449

1993 Overall 387 477 624 1,039 580
Male 416 543 736 1,471 664
Female 331 344 494 688 452

Sources: INDEC, Encuesta Permanente de H4ogars October of 1980, 1986, 1989 and 1992,
and May of 1993.

|Note: Earnings include income from all sources accrued during the month prior to the survey period,
expressed in April 1993 Pesos.

Although precarious forms of employment are increasing in both large and
small firms, there is a strong correlation between small firm size and higher
incidence of non-standard employment. Various public regulations and rigid
labor laws which raise the cost of labor to most firms have generally worked
against employment expansion in the formal sector.

3.19 While the informal is oftentimes regarded as unregulated, many
microenterprises and self-employed do carry the burden of regulatory costs
and/or cost of evasions. A Bank research paper attempted to quantify the
burden of regulatory and evasion costs for the informal sector in
Argentina."1 Preliminary findings showed that regulatory and evasion costs
of microenterprises and the self-employed correspond to approximately 23
percent of their total costs. In some sectors, such as manufacturing and
construction, the costs of regulation are much higher, i.e., on the order of 44
percent of total costs. The most relevant regulations affecting a business
include start up costs (registration, permits, licenses), operation costs (payroll
tax for health and pension contribution, labor code requirements such as 13th
month wage, family allowances, special leaves, and income taxes), and
commercial costs (sales taxes). The most significant in relation to total firm
cost were those affecting labor contracts, social security contributions, and
time wasted in complying with a multiplicity of municipal regulations.

11 if Ozorio de Almeida, Anna Luiza and Scott Graham, 'Rezulatory Costs and Emoloyment in the Informal Sector of
Areentina ESP Discussion Paper Series No. 45, Education and Social Policy Department, World Bank, October 1994.
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3.20 The above study concludes that minimizing the regulatory costs would
increase the ability of the micro firms and the self-employed operations to
pay higher wages and/or increase employment opportunities. In fact, the
Govemment is in the process of taking actions on major reforms to help
lower labor cost and enhance the competitiveness of the economy. These
include, inter alia, implementing the recently-approved social security
reformns and attempting to change labor legislation, to enhance relative wage
flexibility by allowing firm-level agreements, improve the flexibility of work
agreements, and reduce turnover costs. The wedge between labor costs and
take-home pay of workers is also being reduced by reductions in payroll
taxes. Other planned actions include reform of the health financing system
and reductions in inefficient taxes -- all designed to reduce production costs
and improve incentives for new productive investment.'2

3.21 Unemployment Insurance. In January 1992, a National Employment
Fund (Fondo Nacional de Empleo, FNE) was established to alleviate the
effects of temporary unemployment in certain industries and areas of the
country. This system is financed by a 1.5 percent tax on salaries of workers.
Benefits amount to 80 percent of gross pay, last between 4 and 12 months
according to length of previous employment, and commence after the
minimum severance pay of 2 months salary is exhausted. In 1992, the
system aided 36,757 people through disbursements totalling 27.8 million
pesos; 344.2 million pesos were collected. In the first 6 months of 1993,
285.1 million pesos were collected and less than half, 116.0 million, were
disbursed. The modalities of this insurance require review. Specifically, the
merits of spending the resources of this insurance scheme on public
employment programs rather than saving them for future benefits need to be
analyzed. Moreover, in light of recent evidence on the length of
unemployment, the design of this mechanism may merit more fundamental
review. 1

D. Education and Poverty

3.22 While there had been a general improvement in educational attainment
in Argentina in the past decade, access to good-quality secondary education
for the Argentine youth'4 remains a problem area. The 1991 census data
indicate that youth from poor households in Argentina complete primary
school in general. Few, however, continue on to secondary school, and even
fewer finish. Rough numbers indicate that approximately 80 percent finish
primary, 30 percent start secondary, and six percent graduate. In
comparison, roughly 77 percent of non-poor youths start secondary school,
while approximately one-fourth finish. Effectively, the educational breach

12/ A more comprehensive analysis of labor market developments in Argentina will be carried out in a Bank Economic
Report which is currently under preparation.

13/ Some evidence shows that 40 percent of the unemployed have been out of work for six months or more, a possible
sign that some cyclical unemployment could be turning into more permanent unemployment.

14/ Youth is defined as those aged 15 to 24.
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between poor and non-poor youths has been raised from primary to
secondary. These differences hold equally for men and women, though
women, in general, achieve slightly higher levels of schooling. The inferior
educational achievement of the poor youth is also reflected in lower school
enrollment rates for all age groups. The rates for poor youth are about half
of those for the non-poor. Combined, lower achievement levels and
enrollment rates, suggest that the poor are not only behind the non-poor in
achievement, but they are also likely to remain at lower educational levels for
the rest of their lives. Some evidence also suggests that the rise of
unemployment has affected the youth sector -- about 50 percent of the
unemployed in MBA in 1993 was less than 25 years old. Some results of a
pilot participatory survey of about 50 youth are shown in Box 3.1.

Box 3.1: Youth in Poverty

Fifty youth, between the ages of fifteen and twenty-four, and key informants (e.g.
teachers) participated in a pilot participatory study of the Ministry of Economy.
Highlights include:

* Poor youths are more likely to repeat a grade in primary school. High drop-out rates
am caused by lack of money for tuition or books, the need to find a job, or family
obligations (such as the need to care for siblings or sick family members).

* Teachers perceived that (a) inequality in educational services and (b) inappropriate
delivery mechanisms (i.e., that do not accommodate the needs of working youth)
perpetuasite the cycle of poverty.

' The poor youth perceive their own educational shortcomings - especially the lack of a
seondary degree -- as a disadvantage in the labor market and are aware of the inferiority
of schools in their neighborhoods as compared to those in richer areas of the capital.

* Though the first work experiences do not immediately result in withdrawal from school,
t6h conflict between work and school eventually surfaces as a cause for withdrawal.
According to key informants, women are disadvantaged as job applicants by employers'
perceptions that they (women) will get married and either leave work or request maternity
benefits.

Source: CEPA, Ministerio de Economia, "Juventud y Pobreza en Argentina",
November 1994 (unpublished paper).

3.23 The above observations were further corroborated by a more detailed
investigation of the formal education experiences of the poor and non-poor
groups using the 1991 EPH data.15 In summary, it was noted that the
universal access to primary education and partly subsidized secondary and
higher education does not assure that the poor gain from the formal education
system. The information revealed that many children from poor families
entered primary school at a later age and suffered high drop-out rates. The
poor households tend to suffer also from lower quality of education compared
to the non-poor. The segmentation is defined in most instances by the
geographical location of the poor families. For instance, the quality of

15/ Montoya and Mitnik, or. cit.
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teaching materials, infrastructure and instruction tend to be less satisfactory
in schools outside of the Federal Capital compared to some of those in the
other districts of MBA. Poor preparation at the primary level and lower
tuition subsidies lower the chances of students from poor families to finish
secondary school. This in turn restricts their ability to be gainfully
employed, as already noted earlier in this Report. Hence, while equality of
access to educational opportunities theoretically exists, the quality and
structural attributes of the current Argentine education system do not seem to
provide a counterbalance to the limiting environment of children and youth
bom in poor households. Under these circumstances an intergenerational
poverty cycle may be difficult to break.

.. .l. . .. .t.::.t Box 3.2: Predicted Probability of Poverty::

...... . .... Therests of e probit model: eerse shows that for 1991 and 1993, the
educatiop level of dte household head figures prominently as an important determinant
0for reduciigpoverty. Individuals from a family with a household head possessinghigher
educationware:th&least likely to be poor, other things being equal. In both sample years,::
themarginal improvement i poverty icidence is strongest for those individuals whose
iIIhousehold heads completed secondary; education versus those whose household heads
0posses less tban secondar In 1993, the latter group's probability of being poor was:
2.5 times greater than those:without secondary school completion. Moreover,: the,: 1
relative marginal advantage of a secondary education became more pronouncedin 1993 ...
tan it: wasJin 1991, supporting the view ihat the educational breach is increasing in 
-.... .. :, i. .. :i ::E-:: : : : : E : i

PrWeficted:Probability of Poverty by Education Level of the Household Head
..... . ~~~October 1991-May 1993. ........

(in Percent)

:::No Education: Less than Secondary Highe:
Secondary Sc&hool: ~Educaio

School Completed Completed

199 :33.7 27.7. 20.2 16.0::

:;E'19\93tit2::$itiCtitii :15.0: ::::: :11.8:: ::::: :: 4.7 3.4

Sources ')iNDEC , cuesta Permanente deEHdgareg, October 1991 and May 1993.

te6.: The referenceigroup for the smulation is defined to hhave th followng 
Pharacteristic, bised on the May 1993:sample: ::an individual between the age of:

15,a memb of a familywithl1.185 children betweenthag018 dhs

.T prnwryeducation completed. :The family haW 1.061 rooms per capita;....
Household head is:50.4 years old&and is currently married.. Detailsf the
model assumptions are presented in the Technical:Document.:.::

3.24 The Bank attempted to probe the importance of the different education
levels in reducing the probability of being poor in Argentina by carrying out
a probit model exercise using the 1991 and 1993 household data (Box 3.2).
In general, the results do not show dramatic marginal effects between
different education levels. However, the results tended to support the
foregoing observations that a completed secondary schooling of a household
head compared to a less than secondary education level contributes
significantly to reducing an individual's probability of being poor.



IV. PUBLIC SOCIAL EXPENDITURES AND SOCLAL PROGRAMS:
ISSUES '

4.1 Social policy in Argentina has been implicitly depicted by its public
social expenditure (PSE), an important policy tool in increasing Argentines'
access to basic social services. PSE in this Report includes public outlays for
the social sectors2 and social insurance.3 Total consolidated PSE (federal,
provincial, and municipal governments) in the past three years (1991-93) has
averaged about 17 percent of GDP and 63 percent of total public non-
financial expenditures. After the 1989 crisis period, the share of social
spending to total public expenditure has continuously increased and is
estimated to have exceeded 65 percent in 1994. Clearly, further increases
would create potential macroeconomic difficulties, so that a major policy
objective is to increase the effectiveness of expenditures and to target them
on the most needy.

4.2 More than half of Figure 4.1

Argentina's PSE (in fact about Public Spending on Traditionl Social
60 percent in 1993) went to Sectors and Social Insurance

social insurance, the most S f SOFP

dominant expenditures of which 
are the old age and disability ::
pensions followed by health i
insurance, family allowance,3--
and the recently-executed
unemployment insurance M- 086-6 196-9 00 sell. n" a"

(Figure 4.1). These Meos hirnc. ?rad. Socialc frs

expenditures have also exhibited :: f" 'lb
a faster growth rate in the past
decade than expenditures for
traditional social services. This trend highlights the similarity of Argentine
PSE to those of some industrialized countries where social insurance
expenditures have accelerated faster than traditional social sector expenditures
partly because of a rapidly aging population, more complex health problems,
and increased pool of unemployed or working poor needing social assistance.

1/ Data and trend analysis of the public social expenditures, especiaUy their benefit incidence
were based largely on the contribution of a technical group (led by Ms. Cristina Flood)
working under the supervision of the Office of the Secretary of Economic Programming of
the Ministry of Economy and Public Works. A final report dated June 1, 1994 "RJ Gasto
Publico Social y Su Impacto Redistributivo' by M. Cristina Vargas de Flood, M. Marecla
Harriague, Leonardo Gasparini, and Benigno Velez was issued by the Ministry of Economy
(Proyocto ARG1931029). Bank observations on some of the findings of the study especiaUy
the relationship of the benefit incidence results with the weaknesses of existing social
programs are incorporated in this Chapter. The discussion of the social program issues in this
Chapter was based on the findings of a number of existing Bank and non-Bank
studies/reviews of the social sectors.

2/ Social sectors include: education, health, nutrition, social promotion, water and sanitary
services, other urban services, housing, labor expenditures, culture, science and technology.

3/ Social insurance includes: old age pension and disability insurance, hcalth insurnce, and
family allowance.
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4.3 Major Issues. In general, the major issues that affect the system and
implementation of PSE in Argentina, as revealed by a number of different
studies in the past decade, include the following:

(a) The high level of PSE in the past decade has been
accompanied by very low efficiency and productivity of those
expenditures. Program duplication has been common partly
because of institutional fragmentation in both policy
formulation and service delivery at the different government
levels.

(b) Beneficiary participation in need identification and program
execution is weak. There is a need for explicit policy and
systems to target priority beneficiaries.

(c) The transparency in administration needs major improvement.
Consistent information that would allow an evaluation of the
effects of policies and its incidence needs to be generated at
the national and provincial levels. Actual program results need
substantive control and evaluation.

4.4 Provincial PSE. The provinces and municipalities executed about 85
percent of the total consolidated PSE (excluding social security) in 1991,
reflecting the growing decentralization of the delivery of social services at the
local government level. The Flood et. al. study revealed that about fifty
percent of the total PSE in the country was spent in the "advanced
provinces " resulting obviously from their larger demographic size, higher
density and more varied economic activities. To net out the demographic
effect, an analysis of per capita PSE in each provincial group compared to
the national average was carried out as shown in Table 4.1. It is striking to
note that only the "advanced provinces" were below the national average of
PSE per capita, while the "underdeveloped provinces" spent about 27 percent
more than the national average. However, the underdeveloped provinces are
below the national average when the PSE levels are deflated by the number
of people lacking basic needs (NBI), reflecting the high incidence of poverty
in the northern provinces. This finding implies that while some targeting of
expenditures is taking place, more needs to be done in this area, particularly
on a programmatic basis.

41 See Flood et. al. (1994), op cit. Most provincial studies in Argentina, including some World
Bank publications, have used the following stratification based on the work of Porto, A.
Federalismo Fiscal: El Caso Areentino. Instituto T. Di Tella. Editorial Tesis. 1989:

a. Advanced: Buenos Aires, Cordoba, Mendoza, Santa Fe and the Municipality
of Buenos Aires;

b. Intermediate: Entre Rios, Salta, San Juan, San Luis, and Tucuman;
c. Low Density: Chubut, La Pampa, Neuquen, Rio Negro, Santa Cruz,

and Tierra del Fuego; and
d. Underdeveloped: Catamarca, Chaco, Corrientes, Formosa, Jujuy, LA Rioja,

Misiones, and Santiago del Estero.
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Table 4.1: Public Social Expenditure per Capita," 1990
By Provincial Group (Relative to National Average = 100)

-- --- l~~~eai i- -- - Q. ~

-i ; >--iPer Cpita- Pe Capta >--> Poputaou (%)--
Advanced 2 79.9 84.4 101.2 15.1
Low Density 224.0 222.7 222.5 19.3
Intermediate 111.4 104.1 85.0 25.2
Underdeveloped 143.5 127.4 79.7 33.9
National Average 100.0 100.0 100.0 19.1

1/ Excludes social insurance, e.g., old age pension and health insurance.
Z_ Includes the Metropolitan Buenos Aires.

Source: Vargas de Flood, Harriage, Gasparini and Velez (1994).

4.5 To get a handle on this, some sectoral expenditure patterns were
analyzed. With respect to expenditure allocation by sector, available data
indicated that all provincial groups placed the highest priority on education,
followed by health, housing, and social welfare. Per capita sectoral
expenditures among provincial groups revealed that the Advanced provinces
were once again below the national averages in all sectors (Table 4.2).
Meanwhile, the Underdeveloped provinces spent between 30 to 60 percent
more than the average national per capita expenditure for education, health
and social welfare, and more than double the national average per capita
expenditure for housing. One comment about the results of the above study
is that the extent of per capita expenditures, while indicative of the amount of
resources available in the provinces relative to their population, says little
about the efficiency of use of-those resources. There is very little reliable
information to analyze how effective these expenditures have been.
Furthermore, to do a full expenditure incidence assessment, one would need
to map both federally and provincially-financed expenditures into household
income surveys.

Table 4.2: Sectoral Composition of Provincial Social Expenditure Per Capita,
1991

(Average Index for the Country = 100)

PROVINCES EDUCATION 1EAWE R HOUSING:

Advanced 86.9 95.6 88.7 41.8

Low Density 206.1 - 183.9 184.6 410.0

Intermediate 103.9 98.4 131.9 129.4

Underdeveloped 121.5 90.9 96.2 248.8

National Average 100.0 100.0 100.0 100.0

Source: Vargas de Flood, Harriage, Gasparini and Velez (1994).
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A. Benefit Incidence of PSE and the Weaknesses of Social Programs

4.6 Overall, the progressivity of total PSE needs to be substantially
improved. This was a major finding of the study on the benefit incidence of
PSE based on a survey on MBA social services utilization in 1991.5 Total
PSE, including social sectors and social insurance, for 1991 were only
slightly progressive; the lowest quintile received about 22 percent of
expenditures and the highest about 19 percent (see Table 4.3). More
worrisome is the finding that once household size is taken into consideration,

Table 4.3: Distributive impact of Social Expenditures, 1991 1/

|PUBLIC SOCIAL EXPENDITURE 2/
Million Pesos 6,370 5,369 6,345 5,593 5,519 29,196
Percent Share 21.8 18.4 21.7 19.2 18.9 100.0
Pesos per person 752 850 908 952 1,112 895
% of household income 54.0 30.3 25.7 15.9 7.8 18.3

SOCIAL SECTORS 3/
Millions Pesos 3,911 2,230 2,792 2,005 1,529 12,466
Percent Share 31.4 17.9 22.4 16.1 12.3 100.0
Pesos per person 462 353 400 341 308 382
% of household income 33.2 12.6 11.3 5.7 2.2 7.8

SOCIAL INSURANCE _/
lMillion Pesos 2,459 3,139 3,553 3,588 3,990 16,730
Percent Share 14.7 18.8 21.2 21.5 23.9 100.0
Pesos per Person 290 497 509 611 804 513
% of household income 20.9 17.7 14.4 10.2 5.7 10.5

/, The above study used the social services utilization module of 1992 EPH (MBA
results only) and a special housing survey for 1988. The methodology for
determining redistributive impact consisted of assigning to the different income
levels the amount of public expenditures on goods and services utilized by the
persons identified to belong in those income groups. Households were arranged
according to increasing household income per capita and then divided into deciles
(10 groups with 10 percent of households in each). This methodology did not use
the actual incomne distribution deciles consistent with those analyzed in Chapter mI
of this Report. Thus, the results are indicative of relative incidence only. Public
expenditures were then linkced to each decile according to the utilization of public
social services within each decile.

_l Includes expenditures for social sectors and social insurance (sec b and c below).

2/ Includes number 1 to 10 of Table 4.4.

_/ Includes number {I to 13 of Table 4.4.

Source: Flood, M. Cristina, et. al., wEl Gasto Public-Social v su Impacto Distributivo'.
Ministry of Economy, June 1994.

S/ Flood di. al. OD Cit.
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the distribution of total PSE was much less equitable. In 1991, the lowest
income quintile received $778 per person, while the upper quintile received
$1118 per person. Viewed another way, the two lowest quintiles were below
the national average, while the highest quintile was about 20 percent above
this average. But, this is an aggregate view.

4.7 Social Sector Expenditures. Dividing total PSE into social sectors and
social insurance shows that the overall impact of expenditures in the social
sectors was progressive whereas that of the social insurance expenditures
was regressive. For the social sector expenditures, the poorest quintile
received 32 percent and the highest quintile 12 percent. The households in
the lowest quintile received about $487 per capita or 22 percent above what
an average Argentine received. The highest quintile meanwhile received
$314 per capita, or 21 percent lower than the national average in 1991. The
social sector expenditures which were clearly pro-poor included elementary
education, public health (especially hospitals), nutrition programs and social
promotion (social welfare/social assistance). Those which are pro-rich
included technical and university education, culture and science, and
technology expenditures. Although progressivity in per capita allocation of
social sector spending is a positive finding, the suspected poor quality of
some services limits the impact of social programs even if a considerable
amnount of resources have been allocated for their use. Even the targeted
nutrition programs experienced problems in reaching majority of the poor
children in Argentina. Nevertheless, a heterogenous situation exists; quality
service improvement has begun to be a focus of new endeavors especially in
the past two years. Thus, the progressivity of some social sector expenditures
shown by the foregoing numerical exercise has to be interpreted in
conjunction with the actual situation and developments in each of these
sectors, since it measures inputs rather than outputs.

4.8 The poor quality of some social services and/or specific social
programs, as revealed by other studies on Argentina,6 may leave the poor in
their current situation despite considerable fiscal efforts. Moreover, the lack
of an efficient targeting mechanism for most programs also reduces the
absolute impact of poverty reduction efforts. Some of the quality and
efficiency problems faced by the social sectors have been a subject of studies
by Argentine researchers. The findings of these studies are summarized in
the Technical Document.

4.9 The Government has initiated several important measures to reform
the key social sectors in the past two years. The details of some of these
reforms are presented in the Technical Document. These reforms come,
understandably, after the economic stability was achieved and restructuring of

6/ See among others, Beccaria, et. al. (1992); Golbert, et. al. (1992); Panadeiros (1992);
Ministerio de Economia (PRONATASS, El Gasto Publico Social, Vol. I - VI, 1990); World
Bank, "Argentina: Reallocating Resources for the Improvement of Education (1991); World
Bank, (SAR No. 12993-AR, 1994); World Bank, "Argentina: Maternal and Child Health
Nutrition Project (SAR No. 11790-AR, 1993). Observations on the role and weaknesses of
the formal education system relative to poverty reduction were also discussed in Chapter Im.



-38-

the productive sectors are well on their way. With the decentralization of
most social services, focus has now to turn to ensuring that fiscal resources
at all government levels are used efficiently to increase the quality of services
and to reach the right beneficiaries of social programs.

4.10 Social Insuranc. Expenditures on social insurance benefit largely the
upper income groups. This effect is due to the heavy weight of old age and
disability pension insurance in the social security and the fact that those in
the lowest quintile may not have been contributors in the first place. As
shown in the discussion of the working poor, the poor, whether in the formal
or the informal sector, usually suffer because of the evasion of required
social security contributions. The inequities of the pension system have been
largely responsible for the underinsurance and consequent emergence of
poverty among segments of the elderly population in Argentina, especially in
the latter part of the 1980s and the early 1990s. These problems were to be
addressed by the reforms embodied in a law passed by Congress in October
1993, the Integrated Pension System (IPS), and recent increases in pension
subsidies for indigent beneficiaries. Recent fiscal problems and abuses of the
social security system have forced the Government to deal boldly with the
problem by requesting the authority to cap pensions, rigorously enforce the
pay-in requirements and delay the start of pensions, and protect the
administration from legally mandated retroactive pension adjustments.

4.11 For the area of health, Table 4.4 shows that only the lowest income
quintile receives benefits below the national average from the Obras Sociales
(OSs; health insurance funds) expenditures. To a large extent, this is because
the lowest income families may not be members and contributors to the OSs.
Moreover, because insurees are required to contribute hefty co-payments,
poorer beneficiaries resort to the "free" provision of services in public
institutions. It is estimated that one third of public hospital discharges
involve OS beneficiaries and that fees from OSs are collected in less than 20
percent of eligible cases, thus revealing a substantial, yet unquantified,
hidden public sector subsidy. There are over 300 OSs of varying size,
financial stability and benefits provided. They account for 60 percent of
sector financing and provide services to over half of the population, mostly
through the private sector. Because affiliation and contribution are obligatory
and closely tied to unions -- as a function of employment and/or occupational
status -- OSs have been politically manipulated and have controlled a captive
market. The creation of the National Administration of Health Insurance
(ANSSAL) in 1989 and the establishment of a redistribution fund to cross-
subsidize poorer OSs, did not improve quality and coverage standards.
Instead, subsidies have served, to a large extent, as political rewards or
support for inefficient OSs.7

7/ Summary of different World Bank documents, primarily 'Areentina: Public Finance Review.
From Insolvency to Growth" (Report No. 10827-AR), Fcbruary 11, 1993.
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Table 4.4: Distribution of Per Capita Social Expenditures By Income Quintile
(Index based on National Average = 100)

INCOME QUINTILES

EXPENDITURE CATEkORY -Shaie- f
.. . .. . . : I : 1 1 - l IV V Tota :PS

. - - -- , . - .-. . - - - .: - ., - .- ., . .- . .. . - .. - . . - :- . : . -, ( ) :

1. EDUCATION 124.0 95.9 98.2 86.1 83.2 17.4
1.1 Primary 164.4 108.3 93.1 65.9 29.6
1.2 Secondary 110.6 98.1 121.6 86.5 69.9
1.3 Post Secondary 32.2 57.6 74.4 143.1 254.7
1.4 Administrative expenses 109.2 89.9 96.3 93.1 110.5

2. HEALTH 143.3 84.8 122.4 85.6 31.0 8.7
2.1 Public Hospital 143.3 84.8 122.4 85.6 31.0
2.2 Administrative costs 143.3 84.8 122.4 85.6 31.0

3. WATER AND SANITARY SERVICES 96.1 100.2 101.2 102.1 102.4 1.5

4. NUTRITION 192.3 92.0 92.0 56.6 15.3 1/
5. HOUSING 78.7 93.0 120.6 105.3 110.0 3.5

6. SOCIAL PROMOTION 178.3 98.6 108.8 38.4 28.7 3.3

7. LABOR 56.1 83.9 98.9 144.7 144.0 0.2
8. CULTURE, SPORTS AND RECREATION 52.6 65.3 77.5 130.3 220.7 1.7

8.1 Culture 31.3 56.9 73.3 143.4 258.3
8.2 Sports and Recreation 161.6 108.1 99.6 63.2 28.8

9. SCIENCE AND TECHNOLOGY 31.3 56.9 73.3 143.4 258.3 1.3
10. OTHER URBAN SERVICES 100.2 99.9 100.1 100.1 99.5 5.1

TOTAL SOCIAL SECTOR (1-10) 120.8 92.4 104.5 89.3 80.6

11. SOCIAL SECURITY 42.5 88.7 97.7 124.7 186.7 36.3

12. OBRAS SOCIALES 78.3 111.6 102.3 108.9 108.6 17.2

12.1 Obras Sociales-Health 77.8 112.0 102.6 108.5 108.9
12.2 Obras Sociales-Other 81.3 108.9 100.3 111.3 106.9

13. FAMILY ALLOWANCE 93.3 108.9 99.3 111.3 87.7 3.8

TOTAL SOCIAL SECURITY (11-13) 56.6 96.9 99.2 119.1 156.7

TOTAL SOCIAL EXPENDITURE 84.0 94.9 101.5 106.3 124.2 100.0

1/ In this column, nutrition expenditures are included under Social Promotion.

Source: Flood, M. Cristina, et. al., 'El Gasto Publico Social v su Impacto Distributivo". Ministry of
Economy, June 1994.

4.12 Meanwhile, expenditures for family allowance do not seem to be
either entirely pro-poor or anti-rich, according to the results in Table 4.4.
Family allowance is a social insurance benefit financed partly from worker's
contributions; benefits are received only by salaried workers and former
workers (pensioners). In its present form, the system reaches only a segment
of the working poor and definitely excludes the informal sector. For this
reason the present family allowance system would benefit from a new
beneficiary targeting scheme. Also, benefits are paid to each worker, not
each family, further skewing payments of family allowance to non-poor
households as they contain more workers. A Bank simulation exercise
showed that under certain assumptions the monthly family allowance could
raise the average household income of a poor family by a range of 20 to 30
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percent depending on the number of children, their schooling level, and the
presence of of a new born. In contrast, the same family allowance would
account for a negligible share (about .06 to .09 percent) of the income of a
non-poor family. Details of this exercise are discussed in the Technical
Document.

4.13 Net Benefit Incidence. A more comprehensive analysis of the
redistributive impact of PSE net of tax incidence was also carried out in the
Flood, et. al. study.8 The study primarily assumed that tax burdens are
proportional to income; no individual tax burden analysis was carried out.
With this methodological limitation, the study concluded that the overall net
redistributive impact of PSE in 1991 was highly progressive, with the first
three income quintiles being net beneficiaries and the top two income
quintiles as net contributors. Individuals in the bottom quintile were
estimated to receive net benefits equivalent to about 36 percent of their
income. Meanwhile, those in the top quintile were shown to be net losers,
contributing an equivalent of about 10 percent of their income.

B. Social Policy Coordination

4.14 The Government launched a Social Plan in early 1993 to focus
attention on the "social deficits" in Argentina. While the objectives of the
Plan are well-intended, the instruments for implementation have yet to be
clearly and consistently elaborated. The 1993 Social Plan was a listing of
different programmed and on-going projects, some of which are receiving or
will receive financing from intemational financial organizations. The Plan is
not yet based on a clear strategy in any of the sectors and proposed
interventions may not necessarily be directed to the poor population. The
Plan presents a global financing requirement of about US$1.4 billion, a
highly indicative amount considering possibility of duplication among and
within programs.

4.15 Because of the problems of multiplicity and resource efficiency of
social programs in Argentina, a Secretaria de Desarrollo Social (SDS) was
created in the Office of the President in January 1994 to coordinate the
Government's social policy and the implementation of the Social Plan. This
office also serves as the secretariat of the Gabinete Social Federal (Federal
Social Cabinet) whose main task is to oversee the "quality control of social
investments". The Federal Social Cabinet is composed of the Ministry of
Health and Social Action, the Ministry of Interior, the Ministry of Education,
the Ministry of Labor and Social Security, the Secretary of Economic
Programming of the Ministry of Economy and the Secretary General of the
Office of the President. The SDS recently completed a Social Plan for 1995
which reflects major improvements over the 1993 Plan. To help carry out its
mandate and achieve an effective coordination of social actions especially
intended to the extreme poor, the SDS has requested World Bank support to

8/ Flood et. al. oo.cit
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establish the necessary systems, methodologies, information base and
institutional link-ups at the federal and selected provinces.

4.16 Targeting. Monitoring and Evaluation of Social Development
Prograrms. The paucity of information and of appropriate systems to monitor
and evaluate social development actions, especially those meant to benefit the
poor, is a major concern of this Report. Without an effective targeting
mechanism for social interventions, hard-won fiscal revenue will be
squandered without reaching the intended beneficiaries. Fortunately, most
sectoral ministries (especially for education and health) at the national and
some at the provincial level, are now beginning to be involved in specific
projects to improve the information base, as well as the monitoring of inputs
and outputs in these sectors. These efforts are by no means comprehensive
and require active encouragement. The SDS, with the assistance of the
Social Protection Project under preparation, will spearhead the development
of targeting approaches for social programs, as well as the necessary
monitoring and evaluation of resulting actions. These efforts will require
close collaboration with INDEC, specifically in ensuring necessary
improvements in the scope, content and timeliness of appropriate data base
on poverty. Likewise, corresponding capacity on poverty monitoring and
targeting of social development programs need to be developed in the
provinces which are now primarily responsible for delivering social services.





V. FUluRE AGENDA FOR POVERTY REDUCTION

5.1 From all indications, the social deficits of the past and the marked
impoverishment of the population during the hyperinflationary period are
being addressed by the recent reforms and planned actions of the
Government. The achievement of economic stability and growth in the
early 1990s has been key to the recent notable improvement of the
income situation of the majority of the Argentine population. Needless to
say, the intensification of these efforts, as well as consistency in economic
management, will be critical to further poverty reduction.

5.2 Economic stability and growth are necessary but not sufficient
conditions to ensure continued and sustainable poverty reduction. Cognizant
of this, the Government is placing equal importance on the development of a
policy environment to create employment opportunities and investment in
human resources to prepare people for a competitive labor market. Recent
efforts to reduce labor costs to industries and to introduce flexibility in labor
contracts are definitely steps in the right direction, yet recent increases in the
official unemployment rate reveal how much more needs to be done to create
productive employment. At the same time, the emphasis on increased social
investments is geared towards increasing labor productivity in the medium-
term. While the general direction is well set, the success of these efforts in
further reducing poverty are contingent on eliminating or promoting, as
necessary, specific factors and conditions that affect specifically the poor and
the vulnerable population. This Report which focussed on disaggregating the
characteristics of poverty existing in Argentina is not intended to prescribe
specific policies for poverty reduction. However, in the course of this
review, areas are noted where actions and/or further analytical work should
be undertaken.

5.3 Social Policy and Plan. A strong effort to elaborate a comprehensive
and coordinated social policy in Argentina, which can find its expression in
concrete social actions, needs to carried out. This social policy should
include not only improved targeting, but also actions to increase the retums
to the poor's major asset (i.e., labor) by efficient investments in human
capital. It is clear, moreover, that pro-employment policies such as those
implicit in efforts to reduce labor market rigidities are in the economy's long-
term interest.

5.4 Poverty Monitoriny. Part of having an effective social policy is a
continuous awareness of the situation of the poor and vulnerable groups in
the society. The preparation of this Report has highlighted the importance of
reliable and up-to-date information on poverty and factors affecting the
poor's situation in all parts of Argentina, notwithstanding efforts of the
Ministry of Economy's Poverty Committee (CEPA) to improve the frequency
and scope of many poverty-related information and studies. Systematic
poverty monitoring would require improvement in the following areas:
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(a) scope and timeliness of household survey information in all
provinces;

(b) reduction in household income underreporting and non-
response rate;

(c) inclusion of rural areas in the household surveys;

(d) systematic updating and increases in geographical coverage of
household expenditure surveys to allow the estimation of basic
consumption baskets differentiated between urban and rural
areas, and by types of provinces;

(e) reexamination of the scope of the aggregate NBI indicator to
describe the situation of the structural poor;

(f) systematic and timely generation of provincial and municipal
social expenditure data by program/project including their
targeted beneficiaries; and

(g) periodic studies/surveys of utilization of social programs by
intended beneficiaries using, as appropriate, participatory
methodologies.

5.5 Vital to these improvements is institutional strengthening, including
managerial and systems modernization, of statistical offices starting with
INDEC. Regional statistical offices of social sector ministries and
provincial/municipal governments should form part of this strategy. The goal
should be self-sufficiency in economic analysis and policy assessments at
both national and sub-national levels.

5.6 General Policy Direction. Policy interventions should correspond to
the different typologies of the "poor" in Argentina. The vulnerable group
would benefit more from pro-active employment generation schemes,
temporary poverty relief programs, and/or a well-functioning unemployment
insurance. The stagnant poor would need substantial human resource
development investments to increase their ability to be engaged in better
income earning opportunities. The indigent would rely heavily on transfers
while potentially benefitting also from human resource investments in the
young. The design and the targeting mechanisms of development programs
for poverty reduction should take into account the different sets of needs of
these poverty sub-groups.

5.7 Labor Considerations. While this Report did not intend to carry out a
comprehensive analysis of labor market issues, a number of future analytical
tasks and some potential actions emerged while reviewing the poverty
situation of the unemployed and the working poor. These are noted below.
The future Economic Report on Argentina, which will include some analysis
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on labor and employment, can carry forward the analysis of some of these
issues.

5.8 The important role of self-owned activities, microenterprises, and
small firms as a source of employment and income for the working poor has
become evident in Argentina. This situation has also been strongly
associated with increases in "precarious" working conditions (i.e., where the
employer faiis to withhold social security taxes form employee's wages), a
situation caused largely by costly labor regulations. The proposed labor code
reform and the implementation of the social security reform should help
address this issue. However, the introduction of these reforms could in
themselves create short-run labor dislocation as some of those previously
hired on short-term contracts (to avoid rigid regulations) would have to
compete for possibly reduced but regular positions. Indeed, this may already
be occurring. There is a need to analyze with more rigor the constraints
(e.g., labor skills, organization and management, state regulations) to
increasing employment opportunities at the firm level, especially taking into
account the comparative situations of the different regions in Argentina.

5.9 Pro-active employment actions need to be developed especially to
assist the vulnerable group. Also, it is opportune to review the initial effects
of the unemployment insurance scheme including the use of the proceeds of
the National Employment Fund (FNE) for public employment programs. Is
it prudent to use the FNE resources meant to finance the unemployment
insurance benefits to fund these programs?

5. 10 The continuing modemization of the economy combined with the
downsizing of public employment in the provinces may need to be
complemented with temporary special programs to aid those who may find
themselves out of work. Some interventions for retraining dislocated
employees are planned (e.g., Reconversion Productiva to be financed by
1DB, Federal Govemment incentive schemes for firms employing displaced
public employees, a proposed Formacion Profesional in the northem
provinces by the MOL). There is a need to ensure consistency in these
discrete interventions to avoid overlapping programs and, most importantly,
there is a need to develop a strategy in close coordination with industry.

5.11 Enhancing Women's Role. Poverty alleviation strategies in Argentina
need to put a high priority on improving the welfare of women and children.
The strong labor force participation of women, especially those at the lower
end of the income scale, as well as the potential employability of increasingly
educated women, calls attention to the need to enhance the incentives for
increased women employment in Argentina. Institutional disincentives which
constrain demand for women's labor should be eliminated. The most overt
forms of institutional discrimination (laws against certain kinds of work or
certain work schedules) are good candidates for such reform. Alternative
schemes for certain benefits (e.g., shared paternal/maternal leave, tax
incentives for child care) could be designed so as to reduce the burden they
place on employers and the competitive disadvantages they impose on female
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job-seekers. Child development programs should be developed that would
attend to the psycho-social and learning needs of the preschoolers and at the
same time help the mothers to have time to be gainfully employed.

5.12 Social Expenditures and Programs. While public expenditures on
basic education and health services have been generally pro-poor, there is no
doubt that room exists for improving the progressivity of social expenditures
in Argentina. Targeting mechanisms for all types of social programs have to
be established and evaluated routinely, especially those that will be financed
by provincial resources. In this respect, the Ministry of Economy and/or the
Secretaria de Desarollo Social should ensure that appropriate targeting
mechanisms are employed in programming new social expenditures, and that
potential beneficiaries of new social programs are the groups who should
rightly benefit from government-financed interventions.

5.13 Human Resource Development Strategy. Improvement in the quality
and efficiency of social services is a necessary component of poverty
alleviation in Argentina. This strategy should address most specifically the
human resource investment needs of the poor. While the majority of the
poor enjoy access to basic education, the poor quality of these investments
does not enable them to acquire the skills necessary to compete for better
income earning opportunities. Increasing the efficiency of key social services
would generate savings which could be channelled to improve access to other
basic services of those in remote areas where service operations are likely to
be costlier, and/or attend to the more complex needs of poor population
segments, e.g., health care of the elderly or financial assistance for higher
education to needy youth. The Government has taken a number of reform
initiatives in the social sectors in the past two years. However, on the
whole, and quite understandably, reforms in the social sectors have lagged
behind economic adjustment and restructuring of the productive sectors. Put
differently, expectations have been raised by Argentina's excellent
performance in the past few years that the fruits of progress will be more
equally shared.

5.14 While access to primary education is universal, the poor quality of
instruction and the high rate of repetition and dropout in some areas
eventually lower the probability of poor youth to obtain effective levels of
secondary education. Effectively, the educational breach between the poor
and non-poor youth is now raised from primary to secondary. No doubt,
improving the quality of primary education would better prepare the poor
youth to participate in secondary schooling. But at the same time, access to
and quality improvement of secondary education need to be further expanded,
as already being started by the proposed Bank-financed Secondary Education
Project. As suggested by the field interviews, more flexible delivery
mechanisms should be examined to accommodate the division of youth's time
between school and work. Public subsidies to tertiary education, which has
been shown to be regressive, is a major problem, especially the low
efficiency of higher education production. Alternative means of financing the
tertiary education of those who are indeed in need of assistance should be devised.
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5.15 A detailed analysis of the quality and inefficiencies in resource
allocation in the health sector will be dealt with in a forthcoming Bank-
financed urban health project accompanied by a sector study. The field
surveys discussed in this Report showed the important role that public
hospitals play in attending to the health problems of the poor. While this
finding may be positive in showing that public health expenditures are pro-
poor, it also signals the inadequacy of preventive, lower-cost care which
could be dispensed outside hospitals, and the concern about continuously
increasing health care costs which would be aggravated by an aging
population. Reforms in the health care system, including its financing,
should be high in the federal and provincial governments' agenda.

5.16 There is a need to carry out a comprehensive evaluation of all existing
nutrition programs financed at the national and provincial level, first to
eliminate duplication of activities and waste, and second to ensure that
common nutrition norms are being followed by all programs. In this respect,
a national nutrition policy should be developed, combined with very narrow
targeting principles.

5.17 Provincial and Municipal Participation. This Report showed that
while the provinces outside the MBA have much higher poverty rates, 60
percent of the poor in the country are still concentrated in the MBA and the
Pampeana region (see Report maps). In addition to the difference in
numbers, the typology of poverty also differs, with the vulnerable poor more
common in the densely-populated regions and hard-core poverty more
prevalent in the less populated regions of the north. The strategies to address
the poverty issue, and the resource needs could thus vary by region. Much
more analysis of regional poverty pockets is thus recommended, leading to a
priority ranking of cost-effective interventions.

5.18 The participation of provinces and municipalities in designing poverty
alleviation strategies suited to their specific circumstances would be crucial.
To make the future direction concrete and explicit, each province should
prepare a provincial social plan adapted to local circumstances and
availability of resources. In setting up this plan, priority should be given to
the identification of the poor and the causes of poverty in specific localities.
As appropriate, each plan should include actions geared to increasing quality
and efficiency of social services specifically directed to the poor, avoiding
duplication with national programs, and providing well-targeted safety nets.
In order to finance any additional costs in a fiscally responsible way, new
progressive tax measures (such as property taxes based on recent values),
effective collection as well as efficiency gains on the expenditure side should
be considered.

5.19 To complement the requirement of a social plan, a social contract
between the federal and each provincial government, including subsequent
monitoring of its accomplishments, should be included as a criteria for
provincial revenue allocations in any federally-funded investment program
and/or in determining the allocation of federal discretionary transfers to the
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provinces. This recommendation would have vast implications on the need to
generate provincial information on labor and social conditions, social
expenditures, and progress of specific social programs.

5.20 Income generation and social investments in the provinces which have
the highest rates of hard-core poverty need to be addressed with special
strategy. Historical circumstances and geographical characteristics make it
more difficult for these provincial populations to escape poverty. At the
same time, the poor's immigration to the richer provinces add to the latter's
poverty burden. A mere increase in transfers to the poor provinces is not a
long-term solution. Concrete development strategies for some of these
provinces should emerge from a more detailed rural poverty analysis.
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Table A.1: Distribution of Family Characteristics by Poverty Group, 1993

| .. : : -o Non-Poor:-

-....... - Vulnerable Group :- .._ .

r -~Upr o
-h 'keit' P G.oup A Gro B Pov.Grp. AU:

i :~~~~~~~~~~~~~o--'': UP ' ' UP;:-

-- : d. Line) : 0.75tPL-) --L) 1.Z50L) 1.25x)_

Population Share(%) ~ ~ ~~ [ 7.3 [6 7j0 1OO4.]
P..

Mean Family Size 5.4 4.4 4.5 4.8 3.2 3.5

Number Emgloved 1.0 0.9 1.2 1.4 1.4 1.4

Dependency Ratio 5.3 4.8 3.8 3.4 2.3 2.5

Female-Headed
Households (%) 24.2 13.2 10.0 14.6 15.3 15.0

Marital Status of
Household Head
Married (%) 55.7 65.6 69.0 73.2 72.3 71.1
Divorced (%) 8.3 2.4 4.3 5.5 4.7 4.7
Others (%) 36.1 32.0 26.8 21.3 23.0 24.2

Educational Attainment of
Household Head
No Education (%) 27.3 30.2 26.4 27.3 12.0 15.8
Primary (%) 60.0 58.8 63.8 60.8 54.0 55.7
Secondary (%) 10.4 7.7 9.5 9.4 23.5 20.0
Higher (%) 2.5 3.3 0.4 2.5 10.5 8.5

Home OwnershiR (%) 62.0 67.7 68.1 72.7 73.7 72.7

Rooms per Capita 0.61 0.80 0.72 0.69 1.15 1.07

TvIe of Housing
Single Housing (%) 82.5 74.8 80.2 75.2 60.3 63.4
Apartment (%) 9.3 17.6 17.5 21.6 37.3 33.7
House in 'Villa" (%) 6.9 5.8 1.6 3.2 1.1 1.6
Others (%) 1.3 1.9 0.6 0.0 1.4 1.3

Pined Runninz Water (%) 90.5 95.5 90.6 96.2 98.5 98.0

Tvpe of Bathroom
Have, Exclusive Use (%) 63.7 66.9 71.5 77.8 91.4 87.6
Have, Shared Use (%) 5.8 6.3 7.2 4.4 2.6 3.2
No Bathroom (X) 30.5 26.8 21.2 17.8 6.0 9.2

Source: INDEC, Encuesta Permanente de Hogares, May 1993.
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Table A.2: Distribution of Labor Market Characteristics by Poverty Group, 1993
.............. . ..... ............. . ..--:: ......:il:7E :i- ., -iE ,\ ilit,\ .i . A.--R : i -i : S:: i ::- i: 

;~ ~~~~~~~Sann Upper Non--- : ; ;i n i;r; i-
.. ............ .. ..''''.-""'-' ''f .S'S,'"-. .f', '-.'. " .' ' ............ ... .... : '....Xf : ' ' 

(LesI'tha . .. ''' Le ('' '(.M . . .. .

A2e Distribution
Under 15 (%) 44.1 40.5 40.3 36.9 21.7 26.2
15-64 (%) 50.0 46.8 51.0 57.0 66.4 62.7
65 & Over (%) 5.9 12.7 8.7 6.1 11.9 11.1

|Labor Force (%) 56.3 57.9 54.3 60.8 70.7 68.0

|UnemDiovulent Rate (%) 34.3 26.5 13.6 15.8 8.0 10.1 

I~~~~~~~~~~~~~~~.... . ......

Emplovmient CateRorv
Employees (%) 53.3 66.4 71.9 74.0 71.1 70.7
Self-employed ( %) 42.6 31.7 24.0 21.3 22.6 23.4
Owners of Enterprises (%) 4.1 1.0 1.8 1.9 5.0 4.5
{Others (%) 0.0 0.9 2.3 2.7 1.4 1.4

|Informal Sector (%) 67.6 50.7 53.3 51.5 45.5 46.9

Agriculture (%) 0.0 0.5 0.4 0.0 0.6 0.5
Manufacturing ( %) 20.5 28.2 28.6 32.3 22.5 23.5
Electricity and Gas (%) 0.0 1.0 0.5 0.4 0.5 0.5
Construction (%) 20.1 10.7 7.1 5.4 6.7 7.1
Commerce ( %) 13.5 20.2 25.1 24.2 21.0 21.2
Trasort & Comm (%) 4.0 5.8 9.9 4.8 7.4 7.3
Finance (%) 6.3 3.5 2.9 2.8 9.1 8.2
Services (%) 35.8 30.1 25.5 30.1 32.1 31.7

Skill Level
Unskilled (96) 43.1 43.3 34.9 45.7 23.5 26.4
Skilled (%) 51.4 53.4 63.7 52.3 66.9 65.0
Professional (%) 5.5 3.4 1.4 2.0 9.7 8.5

Firm Size
1-5 (%) 72.0 55.4 56.9 54.5 49.1 50.4
6-100 (%) 18.1 32.7 31.6 30.0 35.0 34.1
Over 100 (%) 9.9 12.0 11.6 15.5 16.0 15.5

Source: DNDEC, Encuesta Permanente de HoRares, May 1993.
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Table A.3: Employment History and Unemployment Duration by Poverty Group, 1989-1993

Poor. Non-Poor . -

Vulnerable Group

Stagnant Upper Non-
Indigent Poor. Group A Group B Pov.- Gp All

(Less than (Ind. Line (0.75xPL (FL - (More than
lnd. Line) 0 .75xPL) -FL) 1.2SxPL) 1.25XPFL)

Population Share (%)
1989 21.2 17.2 12.7 9.5 39.4 100.0
1990 9.2 14.0 12.7 9.7 54.4 100.0
1991 5.9 9.5 10.1 10.2 64.3 100.0
1992 3.9 6.1 8.7 8.9 72.4 100.0
1993 3.4 7.0 7.3 6.7 75.7 100.0

Labor Force Participation
(%)
1989 57.2 57.0 60.7 62.0 70.2 63.8
1990 58.1 57.1 57.9 57.3 70.1 65.0
1991 57.3 55.8 55.0 57.7 68.4 64.6
1992 58.6 55.7 54.7 56.8 68.4 65.5
1993 56.3 57.9 54.2 60.8 70.7 68.1

Job History: Number of
Months in Current Job
(for the EmRpoved)
1989 71.2 73.7 77.9 84.2 92.7 84.5
1990 59.6 63.7 80.3 85.5 89.3 83.8
1991 61.0 70.8 73.6 65.6 87.7 82.7
1992 84.6 73.0 69.9 66.7 83.1 80.9
1993 51.6 62.0 66.5 60.1 80.6 77.8

Unemployment Rate (%)
1989 14.3 10.3 5.7 8.4 2.9 6.6
1990 14.2 9.2 9.1 6.9 3.3 5.5
1991 12.4 11.9 8.5 8.8 3.2 5.1
1992 13.0 14.1 15.6 8.6 4.7 6.3
1993 34.3 26.5 13.6 15.8 8.0 10.1

Average Unemplovment
Duration (Number of
Months)
1989 3.9 4.7 5.7 2.9 4.5 4.3
1990 3.7 3.7 2.5 6.9 4.3 4.1
1991 2.3 3.5 4.6 3.1 3.2 3.4
1992 3.0 3.8 4.7 2.3 3.0 3.3
1993 4.0 2.9 4.2 7.0 4.6 4.5

Source: INDEC, Encuesta Permanente de Hogares, October of 1989, 1990, 1991 and 1992
and May of 1993.
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