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I. INTRODUCTION’ 

Argentina i s  currently in the midst o f  a deep and unparalleled economic, social, and political crisis. 
After three years o f  continuing recession, the economic and financial crisis deepened during 2001. 
Various attempts were made throughout 2001 to spur growth as a prelude to improved public 
finances and the debt profile but to no avail. Market perceptions o f  risk o f  default increased, 
especially in mid-2001. Efforts to protect the banking system from wide-spread withdrawal o f  
deposits (the corrulifo) resulted in strangling o f  liquidity and economic activity and generated 
popular discontent. This finally culminated in the resignation of  then President de la Rua in 
December 2001, a quick succession o f  appointed Presidents, a formal announcement o f  default on 
public sector borrowings, and in early 2002, the abandonment o f  the Convertibility Plan. 

Now in i t s  fourth year of  recession, the economy this year i s  projected to decline by about 16 
percent, bringing the decline in GDP to over 25 percent since i t s  1998 peak. With the peso 
depreciating sharply since i t s  float and undefined monetary policy, Argentina i s  experiencing 
significant inflation for the first time since 1991. Between the decline in economic activity and the 
currency’s depreciation, per capita GDP has declined sharply, to a projected US$2,850 in 2002 
(down from US$8,210 at i t s  peak in 1998). 

The downtum o f  the past six months has sharply aggravated the already difficult social conditions 
in the country. Already high levels o f  unemployment (18.3% in October 2001) have jumped to 
21.5 percent as o f  May 2002 according to official indicators? Moreover, the destruction o f  jobs 
(particularly unskilled jobs) has been sharp. During the first quarter o f  2002 the construction 
industry (key for unskilled labor) fell by 25 percent with respect to the last quarter of  2001 (42% 
with respect to the first quarter o f  2001).3 Poverty i s  also on the rise, confirming the wellknown 
links between economic crises and sharp increases in poverty (Lustig 2000). Official estimates for 
28 urban centers indicate an increase from 38.3 % in October 2001 to 53.0 % in May 2002. T h i s  
extremely negative context has also had a strong impact on the health and education sectors where 
there i s  growing evidence of  deterioration in service delivery. The combined effect of  all these 
factors has resulted in an increasingly conflictive social situation with high levels o f  crime, 
violence and diverse forms protests. 

This paper summarizes the initial results of  a household survey specially conducted to assess the 
effects the economic crisis has had on household welfare and identify the coping mechanisms and 
strategies adopted by Argentine families during these hard times. Specifically, the survey was 
designed to identify changes in income, consumption patterns, access to various social and other 
services, savings and payment patterns, labor market participation and reliance on formal and 

’ Special thanks to Diane Steele, Esteban Font Guido, Miriam Garcia, Irene Novakosky and SIEMPRO team, Sebastian Galiani, 
Sandra Cesilini, Kinnon Scott, Susana Aparicio, Polly Jones, Martin Ravallion Florencia Castro Leal, and Emanuela Galasso for useful 
help i n  the survey. We also want to thank Truman Packard, Indermit Gill, Leonard0 Gasparini, Guillermo Cruces, CarlosCavalcanti, 
Juan Gaviria,Carlos Sobrado, Estanislao Gacitua and Chris Chamberlin for comments and suggestions and Enrique Zuleta Puceiro for 
his guidance in the development and implementation of the survey. The  views expressed here are those of the authors and should not be 
attributed to the World Bank. 

* INDEC, Encuesta Permanente de Hogares, total urban areas. 

’ Encuesta de Indicadores Laborales (EIL), Ministry of Labor. 
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informal safety net mechanisms. Additionally, the survey sought to assess changes in mental and 
emotional status o f  individuals. 

The survey i s  nationally representative and covered 2,800 households in different regions! Unlike 
most other surveys in Argentina (including INDEC’s Encuesta Permanente de Hogares), this one 
included small localities (less than 2,000 inhabitants) and thus provides a unique perspective on 
rural areas. The survey, however, did not include dispersed areas and thus does not present a full 
picture o f  Argentina’s heterogeneous rural sector. For urban areas, the sample design was based 
on a stratification by city size by region. For the rural areas, localities were selected randomly but, 
even though an effort was made to include localities from various regions, the sample i s  not large 
enough to be representative at the regional level. Overall, the survey design allows comparisons 
with the EPH for the urban areas. 

The first part of  the questionnaire asked for information for all household members and includes 
questions on demographic characteristics, employment, income, migration status, education level, 
health coverage and contributions to social security. For several o f  these questions, retrospective 
questions were asked using October 2001 as the reference point. Individuals were asked about 
their individual labor and non-labor incomes (cash and in-kind) as well as official and non-official 
income transfers. 

The second part o f  the questionnaire focused on the household as a unit inquiring the use of 
savings, changes in consumption pattems, and participation in social programs and community 
activities. The questions were answered by the head o f  household (or the best informed individual 
in the household)? The questions on mental and emotional status and expectations for the future 
were asked only to this household member. The questionnaires for urban and rural areas differed 
slightly to capture specificities related to those areas. The field work was conducted during the 
months o f  June and July o f  2002. 

The  survey was conducted by IBOPE 

If the head of household did not know the answer to a particular question (e.g. changes in  consumption pattems) the household was 
visited up to three times to find the member that could respond the specific question. 



11. KEY FINDINGS 

Household incomes. Table 1 presents the basic information on incomes derived from the survey. 
Monthly reported income per-capita from all sources amounted to $214.6 This compares with an 
average income o f  $ 233 estimated by INDEC for urban areas for May 2002. Following standard 
procedures, per-capita incomes were adjusted using an adult-equivalency scale (to reflect 
differences in consumption needs) yielding an average monthly income of $264. We also present 
some standard inequality measures that confirm the relatively high levels o f  income inequality 
observed in the Argentine household surveys. 

264.3 100 

Table 1: 
Mean income by quintiles- June 2002 - Total Country 

....................................................................................................................................................... 
214 100.0 

Quintiles 

..................................................................................................................... 
28.9 

0.473 

I 
I1 
I11 
I V  
V 

Mean 
YlO/Yl*  

Gini 

........... 
28.4 
0.478 

.................................................................................................. 

First quintile incl 

Ldult-equivalent household 
income ($) 

Mean ($) Shares 
40.5 3.1 
107.4 8.1 
182.7 13.8 
300.1 22.7 
690.8 52.3 

Per capita household income 

Mean ($1 Shares 
32.0 3.0 
85.9 8.0 
146.3 13.7 
240.9 22.5 
564.7 52.8 

* YlO/Yl  i s  the ratio o f  mean income corresponding to the highest and lowest 
deciles in the distribution. Y 1 does not include those reporting zero income. 

As mentioned before, a unique feature o f  this survey i s  the inclusion of rural areas that are not 
covered in the EPH. Table 2 confirms the well-known (but not necessarily well established) fact 
o f  higher urban incomes indicating a gap in the order o f  60%. 

Due to the known difficulties in obtaining truthful data on income levels, those persons that preferred not to 
report the exact amount o f  their earnings were requested to select one option between a menu o f  different 
ranges o f  income levels (and imputing the mid-point values). This allows us to reduce the number 
households with incomplete information on income from 17.2% to 7.6%. For those individuals reporting 
earnings who did not report specific amounts, we estimated earnings using Mincer equations whereby the 
logarithm o f  labor income per hour i s  defined as a function o f  the observable individual attributes such as 
sex, education, age and experience. To  correct for selection bias we used the Heckman method. The absolute 
and relative effects on incomes o f  these corrections are insignificant (per capita income increases from $212 
to $214). 



Table 2: 
Mean income by areas 

In order to identify the effect o f  the crisis on family incomes, the survey asked each household to 
indicate if i t s  current income had changed -in nominal terms-relative to that corresponding to 
October 2001. Table 3 shows that over 40% o f  households reported no changes in income while 
almost 50% o f  the households reported a reduction in nominal incomes. Notably, about 8% o f  the 
households reported increases in incomes. 

Table 3 
Changes in incomes 

With respect to 
October 2001 

Increased 

Reduced 48.6 
No change 43.4 

The information collected does not allow us to determine the extent to which these changes 
influenced the distribution o f  incomes given that the retrospective questions did not ask for income 
levels. Table 4, however, shows the incidence o f  changes according to the education level o f  the 
head o f  household -a proxy for household income. I t  i s  interesting to note that the highest 
incidence of  reductions in income levels corresponds to households headed by individuals with 
secondary education -- a group that tends to be located in the middle o f  the income distribution 
(‘the middle class’) -- and the lowest incidence o f  reductions in income levels corresponds to 
households headed by individuals with incomplete primary education --a group that tends to be 
located at the lowest end o f  the income distribution (‘the poorest’). T h i s  information suggests 
middle classes might have been the most seriously affected by the economic crisis’. 

’ On the contrary, during the 1990s, economic shocks had a deeper effect on the poor and those with the lowest education levels. 
SeeWorld Bank, 2001. 



Table 4: 
Changes in income by education level of the head o f  household 

Incomplete primary education 
Primary education 

Incomplete secondary education 
Secondary education 

Incomplete high education 
High education 

Total 

ncreased 
4.25 
7.81 
15.44 
6.72 
6.83 
8.91 
8.07 

- \To change I Reduced Total 

100 
100 
100 
100 
100 
100 
100 

O f  particular interest i s  the case o f  the approximately 8% of  the households reporting an increase 
in incomes with respect to October 2001 given the extreme negative economic performance during 
this period. Table 5 provides us with some clues as to the main reasons behind this increase in 
nominal incomes. 

Table 5: 
Households reporting increases in incomes 

Reasons 
Added workers 
Changed jobs 

Worked more hours 
Same job- same hours 

Higher non-labor incomes 
Other 

- 
% 

15.0 
14.1 
14.4 
31.7 
22.3 
2.5 - 

In almost half the cases, the reported increase in income i s  associated with a change in 
employment characteristics: a new worker in the family (a majority in temporary, informal jobs), a 
change to a better-paying job, or more hours worked. The other half of the cases do not show any 
noticeable change in employment characteristics for any of the household members. In a little 
over 20% of the cases i t  i s  possible to identify an increase in non-labor incomes as the principal 
source o f  change. 

Employment. The survey also inquired about the labor market status o f  individuals as well as 
changes with respect to their employment status in October of 2001. The results indicate a stable 
rate o f  activity (i.e. no net change in labor force participation) in the neighborhood o f  40%, with an 
increase in the unemployment rate in the order of  3% combined with a reduction in the 
employment rate (as a proportion o f  the population) of  slightly more than 1%. A similar increase 
in the unemployment rate has been registered by the EPH survey (from 18.3% to 21.5%) for 28 
urban centers even though with slightly different levels. 



Table 6: 
Employment (%) 
M a y  I June 2002 

Employment rate 
Activity rate 

Unemployment rate (EPH) 
Unemployment rate 

MaylJune 2002 October 2001 
29.9 31.1* 
39.8 39.8” 
24.9 22.0* 
21.5 18.3 

Of course, these aggregate numbers hide significant changes in labor market status for specific 
households. Table 7 provides a summary view of those changes by focusing on the change in 
employment status between October 2001 and the time of the survey based on individual 
recollections. 

Table 7: 
Changes in labor market status 

1 Previous status I 

8.7 0.8 6.9 60.8 8.7 
IOOOS 2,834 19,725 7,018 3,241 32,817 

100 100 100 100 100 

The stability in labor force participation i s  confirmed by comparing the numbers in the “inactive” 
category on both sides of the matrix. The number of individuals moving out of the labor force 
(mostly previously unemployed) i s  s imi lar  to that of individuals entering the labor force (and 
mostly remaining unemployed). A more detailed analysis shows these are mostly ‘secondary 
workers’ in households in  which there i s  another member employed. 

Not surprisingly, the number of individuals losing jobs exceeds that of individuals finding jobs. 
As Table 8 shows, the group of those moving out of unemployment tends to be composed by 



secondary workers in a higher proportion than the group o f  those losing jobs -- indicating the 
presence of some changes in family roles to be further analyzed. 

Table 8: 
Groups that suffer changes classified by 

household member and gender 

I 
Household member 
Head of household 

Spouse 
Others 
Total 

Gender 
Male 

Female 
Total 

45.3 
100.0 100.0 

58.4 
I 

41.6 1 
100.0 

The third fact worth mentioning i s  an apparent deterioration in the ‘quality’ o f  jobs. T h i s  i s  
noticeable in terms o f  the type o f  employment reported both by those that obtained new jobs 
(temporary more than permanent, and within those with permanent jobs more than half do not 
report any type o f  the standard benefits associated with formal sector jobs), and those that changed 
jobs (indicating a net increase in the proportion o f  temporary jobs and a large presence o f  ‘jobs 
without benefits’ among those that moved to permanent positions). Approximately 6% o f  those 
employed reported losing at least some type of benefit. This trend i s  consistent with the one 
observed through the EPH.’ 

The sharp deterioration in formal sector employment i s  confirmed independently by the Ministry 
o f  Labor’s “Encuesta de Indicadores Laborales” (EL) which covers more than 1,500 f i r m s  
representing a universe of approximately 38,000 f i r m s  o f  various sizes and in different sectors 
employing approximately 1,9 mill ion registered workers in the three largest urban centers (Greater 
Buenos Aires- Greater Rosario and Greater Cordoba). As shown in Graph 1, formal employment i s  
estimated to have fallen by 7.4% since October 2001, and 10.5 % since June 2001’. 

For example. the proportion of salaried workers without benefits increase from 33 to 35% between the October 2001 and May 2002 
EPH. 

Additional data supplied by AFIP (Administracih Federal de Ingresos Publicos) reveals similar results: the monthly average of jobs 
in  the first quarter of 2002 shows a decrease of 10,1% compared to the same period of the preceding year. 



Graph 1: Evolution of formal employment 
(Greater Buenos Aires) 

WB-Survey 
June02 

Source: EIL 

EPH 
May02 OctOl 

Poverty. Based on the information on incomes corresponding to the month of June, we have 
estimated the incidence of poverty using four different lines. First, using the official ‘poverty’ and 
‘indigence’ lines estimated by INDEC for the month of June 2002.’’ . For rural areas, we used the 
poverty line corresponding to the urban center i n  the same region. This, of course, does not 
recognize the potential differences in urbadrural prices but at least controls for regional 
differences (See World Bank 2000)” In addition we estimated a 1 -dollar and 2-dollar-a-day 
poverty line using the standard World Bank methodology for the entire country.” The results for 
the country are shown in Table 9 while Table 10 presents results for urban and rural areas. 

lo The basic food baskets were originally estimated for each urban center based on consumption patterns for 1997 and were adjusted to 
reflect prices prevailing in April 2001 in  each center using INDEC’s “Paridad de Precios de Compra del Consumidor (PPCC)” index for 
that month. The  lines were further updated to the month of June using the variation in prices in Great Buenos Aires. T h e  absence of 
systematic price information for all urban centers i s  a serious limitation in that sense. We compared changes in prices of food-stuff in 
Buenos Aires, C6rdoba, Mendoza and Tucumdn during the first six months of 2002 which indicate a slighter higher rate of  increase in  
the interior than in GBA. 

A more in-depth analysis of poverty in rural areas will be conducted separately. 

We constructed the poverty lines using the PPP for Argentina in 1993 (PPP= 0.7779) and converting to 12 

local prices using the CPI. 



Table 10 
Poverty Rates June 2002-by areas 

Indigence 

A few points are worth mentioning. First, the incidence of  povertyhndigence (using official lines) 
confirms the predictions made at the early stages o f  the cr is is that suggested poverty rates in the 
order o f  50% and indigence rates in the order o f  25%. Official estimates from EPH reveal similar 
poverty and indigence rates (53% and 24.8% respectively), although with a more reduced coverage 
given i t s  exclusion o f  rural areas. Second, with all the necessary caveats in mind, i t  i s  important to 
note that the 2-dollar-a-day poverty line i s  very close to the official indigence line which, in 
principle, provides a better sense o f  how poverty in the ‘post-default’ Argentina compares in 
international terms. Third, and once again with all the necessary methodological caveats, even 
though the incidence o f  poverty/indigence is ,  as expected, much higher in rural areas, the addition 
o f  rural areas in the estimation does not have a significant effect on national rates given the relative 
size o f  the two groups. 

Subjective welfare. With the exploratory purpose o f  identifying changes in the mental and 
emotional state o f  individuals (‘how people feel’), the survey asked the key respondent in each 
household whether they ‘felt discouraged’ (se siente desanimado?) and/or ‘hopeless about the 
future’ (desesperanzado con respecto alfuturo). Individuals were asked about the main reason for 
those feelings and how they felt back in October 2001. 

Table 11: 
Changes in emotional status 

As shown in Table 1 1, on both dimensions the survey indicates a high and increasing incidence o f  
discouragement and pessimism among respondents. Table 12 provides further evidence on the 
source o f  this discouragement/pessimism among those reporting such feelings. The preeminence 
o f  ‘economic reasons’ i s  simply overwhelming for both dimensions. 



Table 12: 
Reasons reported for emotional status 

Does not find a job 
Difficulties in the job 

Economic reasons 
Health reasons 

Something difficult to explain 
Other reasons 

Total 

Feels Feels hopeless 
Discouraged about the future 

(%o) (%) 
11.3 12.7 
1.6 1.6 

53.4 54.0 
4.8 3.0 
16.1 15.4 
12.8 13.4 
100.0 100 

Among those reporting feeling discouraged now but not before October 2001, we sought to 
identify whether this change was associated to the employment status of the respondent. As shown 
in Table 13, t h i s  does not appear to be the case. Similarly, we didn’t find any pattern across the 
income distribution. These findings suggests a generalized impact of the economic crisis on the 
emotional status of the population. 

Present status 

Employed 
Unemployed 

Retired 
Student 

Housewife 
Others inactive 

Total 

Table 13: 
Employment status of  those reporting 

increasing discouragement 

% 

46.4 
14.5 
15.1 
3.4 
10.4 
10.1 
100.0 

Social unrest. The survey provides confirmation of a sizeable increase in the participation of 
individuals in various forms of social protest -up from 7.6% before October 2001 to 16.2%. 
Interestingly, participation increases as one moves along the income distribution. This i s  
consistent with another result of the survey: the most popular form of protest was the cacerolazo or 
pot-banging (9.2% participated) - a form of protest that became extremely popular in the major 
urban centers during the first quarter of 2002.13 

l3 Lower income groups participated mostly inpiquetes or road closings. 



Table 14: Participation in social protests 
(% of households participating) 

Quintiles I I1 I11 IV  V Total 
% 11.4 12.6 17.5 17.5 22.0 16.2 

Total Before Oct. 2001 

7.6 

Violence appears to be another important factor in the post-crisis period. As shown in Table 15, 
20% o f  the households reported being a victim o f  crime or violence in the previous six months. I t  
i s  interesting to notice that while i t  i s  true that the highest income group i s  the one reporting the 
highest incidence o f  crime o f  violence, there isn’t a simple correlation between victimization and 
level o f  income. The data i s  consistent with the information collected by the Direccion Nacional 
de Politica Criminal for Gran Buenos Aires, Rosario and Cordoba which indicates that during 
2000 13% o f  those interviewed had been victim o f  some type o f  crime. The information does not 
find significant differences incidence among socio-economic groups but does find that higher 
income groups tend to report more the occurrence of such events (particularly due to the robbery 
of cars). 

Table 15: Exposure to crime and violence 
(% of households) 

Total 
I I1 111 IV  V 

Quintiles 
% 19.7 22.9 14.5 19.9 25.3 20.4 





111. COPING STRATEGIES 

In this third section o f  the paper, we focus on strategies adopted by households to cope with the 
crisis. We first provide a general description of  the key types o f  strategies followed by 
households. We have grouped them in three categories: (i) a d a p t i v e  household strategies; (ii) 
active household strategies and (iii) social network strategies. We then analyze the components o f  
each category and identify patterns whereby some strategies tend to be followed by different types 
o f  households (e.g. by income group). This i s  as a first, exploratory, step in our ongoing analysis 
o f  coping strategies. 

A general view. As indicated before, the survey inquired about the most frequently strategies 
used by households in reaction to the worsening economic conditions experienced over the 
previous eight months. 

The first set o f  strategies, which we grouped under the title o f  adaptative household strategies, 
refers to those households that responded to the crisis by changing consumption patterns including 
the use o f  various types o f  services. The second set o f  strategies, which we grouped under the title 
o f  active household strategies, involve the incremental use o f  physical, financial and human assets 
available to the household. These strategies include: adding new workers, working more hours, 
selling assets, using savings, borrowing, migration. The last group o f  strategies, social network 
strategies, includes strategies that rely on assistance from friends, family, NGOs or Government. 

Table 16 summarizes the key information regarding the use o f  these different strategies for all 
families and specifically for the group o f  families who experienced a reduction in household 
income. 

A f i rs t  aspect to notice i s  that almost all households, regardless o f  whether they experienced 
changes incomes, reported having changed their consumption patterns in response to economic 
crisis. This i s  true across the income distribution (see Table 17). Argentine families have, indeed, 
adapted to the economic crisis by changing their consumption patterns. 

( i )  Adaptative household strategies 

( i i i )  Social Network Strategies 
( i i )  Active household strategies 

Table 16 : 
Use of strategies by households 

% of household 
using: 

98.2 
37.3 
32.7 

I 

Do not use any of these strategies 
At  least one of them 
A t  least two of them 

A l l  of them 

1.5 
98.5 
54.7 
13.6 

% of households 
reporting a 
reduction in 

income using: 

99.1 
45.0 
36.4 

0.8 
99.2 
61.6 
17.8 



Furthermore, with the exception of active strategies that tended to be used more intensively by 
household suffering reductions in income, no noticeable pattem i s  observed between these two 
groups when considedng the use of  those broad set o f  coping strategies. However, when attention 
i s  focused on income groups (Table 17), regardless o f  whether or not they experienced reductions 
in income, i t  becomes apparent that the use o f  social network strategies i s  strongly correlated with 
income levels. 

Table 17: 
Use of strategies by income quintiles14 

(% o f  households in the income groups using:) 
~~ 

I I1 111 I V  V Total 

( i )  Adaptative household strategies 99.8 98.1 98.9 97.3 96.6 98.2 
( i i )  Active household strategies 47.0 37.7 36.1 30.5 30.7 36.4 
( i i i )  Social Network Strategies 55.5 39.1 38.4 24.2 12.0 33.8 

As we wi l l  show next, beyond these general pattems, significant differences between various 
groups are found once the broad categories are further desegregated. 

Adaptative household strategies. Table 18 summarizes the type o f  changes adopted by families 
in their expenditure pattems. In particular, we focused on both reductions in consumption levels 
and substitution for less expensive items and distinguished between essential (food) and non- 
essential (other) goods. 

Overall we see a picture whereby all families have reacted to the economic crisis through a 
combination o f  consuming less and substituting for less expensive goods both for essential and 
non-essential items.15 Having said this, two patterns are observable. First, higher income groups 
appear, not surprisingly, to have avoided to a greater extent such changes. This i s  particularly true 
in the case o f  food where the difference between income quintiles i s  striking. Second, the 
substitution for cheaper products (or second-hand products when available) appears to be the more 
pervasive than reductions in consumption levels. In other words, the information suggests that 
families have tried to shield the consumption o f  food as much as possible reducing the 
consumption o f  other goods and switching to less expensive products. The lower income groups, 
not surprisingly, appear to have been less successful in doing so. 

l4 Quintiles in this section are constructed with same quantity of households in each quintile, sorted by familiar income adjusted by 
household size (using adult equivalent), excluding households with incomplete reported income. 

l5 The CPI increased by 30% during the first six months o f  the current year. The increase in the prices of 
food items was higher (39%) than average. Using the expenditure shares for the lowest quintile derived 
from the 1997 consumption survey we estimate the cost o f  l iv ing for the poorest groups in society increased 
45% during th i s  period. 



Table 18: 
Use of adaptative strategies by income quintiles 

Changes in consumption pattems 

Food 
Reduced consumption 

Substituted for cheaper products 

I I1 I11 I V  V - 
90.4 83.1 73.2 69.0 59.1 
97.6 95.4 92.5 91.5 84.8 

Other goods 
Reduced consumption 

Substituted for cheaper products 
Purchased second hand products 

90.5 87.7 81.5 76.8 68.3 
89.5 89.3 80.4 80.2 76.6 
51.7 40.2 34.8 33.0 24.3 

- 
Total 

74.9 
92.3 

81.0 
83.2 
36.7 
37.9 

The survey also allows us to observe changes in the use/access to various types o f  services. Here 
we are focusing on education, health and public services. 

A question that deserves particular attention -and for which we are conducting a separate analysis 
using various sources o f  information-is whether there i s  any evidence o f  increased school drop- 
out as a result o f  the economic crisis. The survey provides some initial hints indicating limited 
evidence o f  such an effect. Table 19 looks at three age groups: 6-12, 13-15 and 16-18. The 
second column provides rough estimates o f  coverage rates for each group -without any reference 
to the level o f  schooling. With all i t s  limitations, this data confirms the rates traditionally observed 
through household surveys and does not show signs o f  reductions in coverage rates. 

We have further analyzed whether there are any indications o f  drop-outs during the first months of 
the current school year among those children reported not to be at school (that is, those not 
included in column two o f  the table). Household heads were asked whether someone in the 
household (without identifying who i t  was'6) had either dropped out or postponed starting school. 
The third column reports the percentage o f  children in the age group that are not in school and 
belong to a family in which there i s  at least one member that dropped out or postponed starting 
school. O f  course, this might be over-estimating the presence o f  drop outs to the extent that there 
i s  more than one household member that had dropped out or postponed starting school (including 
higher education) and in that sense i t  i s  an estimate of  the maximum potential size o f  the effect. 
The first thing to notice i s  that, given the very small number o f  cases involved, the estimates are 
not sufficiently precise (i.e. have a high coefficient o f  variation). 

T h i s  avoided a sort of 'finger-pointing' effect that might have led to under-reporting of cases of drop outs at the expense of losing 
information on exactly which member of the household was involved. 



Table 19: 
Have families taken children out of school? 

Age group 
6 to 12 years 
13 to 15 years 
16 to 18 years 

Goes to school (% of all in group) Drop-out estimate 

Total areas Urban area Rural area Total areas 

91.0 91.3 92.1 0.2 
92.5 92.5 90.9 0.6 
80.2 81.1 60.1 2.3 

Quintiles 
I 
I1 
I11 
I V  

I v l  

“Drop-outs 
in the 16-18 group (%) 

53.9 
23.3 
6.3 
16.6 
0 

The limited evidence on children dropping out o f  school as a result o f  the crisis could indicate that 
families try very hard to protect what i s  perhaps the most important type o f  investment they can 
make on their children even under difficult circumstances (De Ferranti et al., 2000). However, as 
evidence from other crises suggests, the negative effects might be felt not immediately but several 
months after the beginning o f  the crisis ( e g  might be felt  in enrollment rates in 2003). 
Furthermore, the data from the survey does not allow us to identify the number o f  children not 
attending school on a regular basis, perhaps a more prevalent type of adjustment in many cases. 

Table 21 provides some further evidence on whether families made adjustments that affected their 
children’s education. The share o f  families that substituted schools (to less expensive private 
schools or from private to public schools) i s  very small, suggesting a resistance to make such 
changes even in the context o f  a sharp economic deterioration. 

On the other hand, a very large proportion o f  the households (particularly in the lower income 
 group^)'^ reported reducing the purchase of schools materials -with yet unclear effects on the 

I’ Almost 90% of the households i n  the lower income quintile reported reductions i n  the purchase of school materials while only 43% of 
those i n  the highest income reported the same. 



quality o f  schooling. The difficulties experienced by several provinces in keeping up with 
spending levels suggest the presence o f  restrictions on the supply side that may be more serious 
than those on the demand side, at least at this early stage o f  the process. 

Substituted private school for public one 
Turned to cheaper private schools 

Reduced purchase o f  school materials 

2.0 
3.1 

71.9 

In the case o f  health services, there i s  evidence of severe negative impacts since early on in the 
year both in terms o f  difficulties within the social health insurance and public health sub-systems. 
The information collected through the survey confirms the trends identified previously. 

Approximately 12% o f  the individuals experienced some change in health insurance coverage (see 
Table 22). More than 60% o f  those lost coverage altogether -mostly concentrated in the lowest 
income groups. For the approximately 40% of the individuals experiencing a change in health 
insurance coverage a movement toward lesser coverage i s  observed. Almost half those that 
previously had double insurance coverage (obra social and pre-pap)  now only maintain their 
primary ( o h )  health insurance. A shift from full private insurance to just emergency insurance, 
i s  also observed. 

Quintiles 

Lost all form o f  coverage 
Changed coverage 

Table 22: Changes in health insurance coverage 
(% of those individuals experiencing a change in coverage) 

I I1 I11 I V  V Total 

76.0 61.1 78.6 52.6 33.6 61.4 
24.0 38.9 21.4 47.4 66.4 38.7 

The loss o f  insurance coverage i s  leading an increasing number o f  people to rely on the use public 
health facilities. O f  those households reporting to have substituted private for public health 
facilities as a reaction to the economic crisis, 60% have experienced some form o f  loss or 
limitation in the coverage offered by their health insurers. More specifically, 16% lost their 
insurance altogether, 5% have outstanding bills that do not allow them to use their insurance 
coverage, 13% cannot afford paying the copayments, 8% experienced a reduction in the services 
covered by the insurers and 13% are retirees experiencing difficulties with the services offered by 
PAMI.'* 

Overall, the survey found that families have, in one way or another, cut down on health services as 
a result o f  the economic crisis. A few results are worth mentioning. Almost 23% of the households 
report that at least one member experienced lack of access to health services. Three fourths o f  

~~ ~ 

' * PAM1 IS the national health insurer for retirees. 



those report the reason was “lack o f  money” to pay for medicines (44%), transportation costs 
(26%) and fees (5%). More specifically, 37% o f  the households with children under the age o f  
twelve reported having reduced the frequency with which they take their children for medical 
checkups. Almost 45% o f  those belong to the lowest quintile of  the income distribution. But this 
effect was also felt in the second (29%) and third (1 8%) deciles. 

Cutting down on the use of  utility services appears as another strategy followed by households. 
Typically, this implies either stopping/delaying payments (with the risk o f  being cut-off) or 
directly asking for the interruption of  the service. Between 30 and 50% o f  the households report 
delays in payments. The percentage of  households reporting being cut-off from various services 
(electricity, gas, water, telephone, cable, internet) range from 2% (in the case o f  water supply) to 
14% for cable. In most cases, the key reason has been lack of  payment. 

Similarly, households have tended to substitute more for less expensive means o f  transportation, as 
shown in Table 23. More than half the households previously using only public transportation, 
now report having increased the use o f  a bicycle or simply walking. A similar switch from cars 
and taxis to public transportation i s  observed as well. 

Table 23: Changes in the use of transport services 

I I1 I11 I V  V Total I 
I Carltaxis by public transportation 57.4 56.7 47.8 45.5 32.4 46.1 I 

73.9 62.5 61.3 49.0 33.5 55.4 Car/taxil public transportation by 
bicyclelwalking 

These figures are consistent with those emerging from the official data on the use o f  public 
 service^'^ that indicate, for the f irst five months o f  the year, a 22% reduction in the number o f  
passengers in urban railways, a 9% in subways and 14% metropolitan bus services. 

Active household strategies. Table 24 summarizes some o f  the active measures households have 
adopted in response to the economic crisis. In approximately 13% o f  the households we observed 
the entry into the labor force o f  a new member. This i s  particularly strong among the lowest 
income group (Table 25). I t  i s  typically a secondary worker: in 50% o f  the cases it i s  the son or 
daughter and in 25% o f  the cases the spouse of  the person reported to be the head o f  the household. 
The effectiveness o f  th is coping strategy, however, appears to be rather limited. A l i t t le  over 13% 
o f  those new entrants succeed in finding a new job. Those succeeding tend not to be the poorest 
among the entrants. 

l9 These statistics are collected monthly by INDEC and constitute the basis for i t s  Indicador Sintetico de Servicios Publicos (ISSP). 



Table 24 : Active household strategies 

Labor market strategies 
Adding new workers to labor market 

Working more hours 

I 

13.4 
14.8 

1 hozeohfold 
using 

Quintiles 

Labor market strategies 
Adding new workers to labor market 

Working more hours 
Time 

Increased home manufacture 
Dismissheduce domestic services 

Migration 

I I1 111 I V  V Total 

28.0 16.8 12.2 6.2 1.4 12.9 
11.4 15.6 16.3 11.5 13.4 13.7 

74.4 73.0 62.6 52.5 43.2 61.1 
. 43.0 27.8 40.5 37.9 

4.3 2.3 6.0 5.1 4.6 4.5 

Time 
Increased home manufacture 59.9 

Dismissheduce domestic services* I 35.3 
Migration 4.1 

lo of households 
reporting a 
reduction in 1 income using: 

16.1 
19.2 

62.6 I 
*Percentage for t h i s  item refers to he households for which the category i s  relevant 

Working more hours appears as another strategy followed by all income groups. However, it tends 
to be mostly salaried workers in permanent jobs with a particular concentration in commerce that 
appear to succeed in this effort to increase the hours o f  work. 

In parallel to these changes in employment strategies, it i s  possible to observe a tendency to 
substitute leisure for in-home work as a way o f  coping with the crisis. Two examples are worth 
mentioning. First, approximately 60% o f  the households report they have increased the time 
allocated to the preparation o f  ‘home-produced-goods’ (e.g. food) to substitute for purchased 
goods. As shown in Table 25, t h i s  strategy i s  heavily used by the lowest income groups. 
Secondly, among those household employing domestic service, there i s  a noticeable reduction in 
i t s  use. 

Table 25 : Active household strategies by income level 

The survey also inquired as to whether a household member had migrated since October 2001 or i f  
someone in the household i s  considering that option. On average a little over 4% of the 
households reported having at least one member that migrated, a percentage distributed more or 
less evenly across the income distribution?’ The main reasons for migration included ‘lack o f  
work’ (58%) and seeking better quality o f  l i fe (15%). On the other hand, more than 20% of the 

’’ This excludes those migrating as a result of marriage, sickness or other family reasons 



households report that at least one family member i s  considering migrating. The key option being 
considered (80% of the households) i s  migrating to another country -particularly within the 
highest income groups in the City of Buenos Aires. 

Since the beginning of the crisis a larger proportion of the households are using their savings, 
selling assets or borrowing as a means of smoothing consumption (Table 26). 

Now 

Table 26: Use o f  financial strategies 

Before 
October 

200 1 

% of household 
using 

% of households 
reporting a reduction in 

income using: 
Before 

Now 1 O;;? 

1.3 
9.7 6.6 

Perhaps the most interesting fact to notice i s  how low income households rely as a coping strategy 
on the use of informal credit by neighborhood stores (compru ul fiudo) whereby payment i s  
delayed (Table 27). 

Table 27: Use of financial strategies by income level 

Quintiles 1 I I1 I11 I V  V T;;I 1 
Selling assets 5.9 3.7 3.3 2.7 1.1 

Borrowing from banks 0.9 3.6 1.8 0.6 2.0 
Using savings 2.8 3.5 4.0 8.0 5.6 4.8 

Purchase with delayed payment 14.6 13.1 9.5 2.3 0.7 8.0 

Social network strategies. Table 28 summarizes some of the key indicators of use of social 
networks by households. Table 29 provides further information by disaggregating by income 
groups. Overall, we observe that more than one third of the households report benefiting at least in  
one aspect from access to a network of social support. The use of such strategies i s  somewhat 
higher for households that experienced negative nominal shocks in their incomes (Table 28) and 
significantly higher for households in the lower end of the income distribution (Table 29). 



Table 28: Use of Social Network Strategies 

Barter 
Using at least one 

Using more than one 

11.1 
37.0 
14.6 

household 
using 

Assistance from other persons who 
don‘t live in the house21 

Social Plans 

Borrowing from friends or family 
Social Plans 

Participation in community 
activities 

Barter 

households 
reporting a 
reduction in 

income 
using: 

21.2 15.7 10.6 5.8 3 .O 11.3 
18.5 6.1 7.5 1.3 0.1 6.7 

29.4 23.6 22.8 15.7 15.7 21.4 

20.2 15.4 11.7 5.5 3.9 11.3 

17.0 

13.7 
7.5 I 20.9 1 26.4 Participation in community I activities2* 
15.2 
42.5 
19.9 

The survey provides some evidence that social networks might be cutting across the income 
distribution. Indeed, by comparing the distribution of those households reporting having received 
or given assistance to persons not l iving in their own household, we notice how households in the 
lowest quintile tend to be net recipients and those in the highest quintile net givers. 

Table 29: Use of Social Network Strategies by Income Level 

I I1 I11 I V  V Total I 26.4 15.5 20.9 15.8 7.3 17.1 histance from other persons who 
don’t live in the house 1 10.0 19.7 17.1 21.2 37.9 21.2 Assistance to other persons who 
don’t live in the house 

Through retrospective questions, we were able to identify changes in the access and/or use of 
social networks since October 2001. While the survey registers an increase in the use o f  various 
forms of  social network use, the largest increases are in the use of barter and participation in 
community activities. 

” A higher percentage of households (22%) report providing assistance to persons not living in the same households 

22 Community activities include the following categories: school canteens, soup-kitchens, communal purchases of goods, community 
workshops, fund-raising, community child-care, among various others. 



Assistance from other persons who 
don't live in the house 

Borrowing from friends or family 
Assistance from Govt or NGOs 

Participation in community activities 
Barter 

The intensity of use o f  barter among low income groups i s  documented by the fact that the per- 
capita income o f  households using barter i s  less than entire population ($143 vs. $214, and $183 
vs. $264 with and without adjustment for adult equivalency respectively). Households using barter 
tend to have more unemployed members (43.3% vs. 22.4%) and more temporary workers (42% vs. 
23%) -further proof o f  the higher vulnerability o f  those households. 

A similar pattern i s  observed for those households that report receiving some type o f  official help. 
Their per-capita income i s  below average ($122.7 and $97.62 with and without adjustment for 
adult equivalent), have a higher incidence o f  unemployment (65% have an unemployed member) 
and, for those that are employed, they tend to have mostly temporary jobs (80%). 

(Before 
Oct 2001) 

% o f  % o f  
household household 

using using 

16.3 13.2 

10.7 7.0 

6.9 2.7 
20.9 11.1 
11.0 3.2 



Iv. BY WAY OF CONCLUSION 

The paper presents compelling evidence o f  the magnitude o f  the social costs o f  the Argentine 
economic crisis with strong negative welfare effects throughout the income distribution. 
Household level data confirms the negative picture obtained from the analysis o f  macro level 
indicators available since early on in the year. 

Households are using a variety o f  coping strategies to respond to a crisis o f  such a large intensity. 
The limited data collected on consumption does not allow us to determine to what extent the 
reductions in income levels are resulting in extreme forms o f  deprivation (i.e. to what extent the 
coping strategies are allowing families to avoid deep deprivation). However, the magnitude o f  the 
shocks and the limitations in the effectiveness o f  various coping mechanisms we have already been 
able to identify, suggest the effects on welfare are indeed very serious. The evidence suggests 
stronger effects on the use o f  health than education services -a trend we are analyzing in more 
detail using other sources o f  information. 

A quick comparison with evidence from other countries experiencing s im i la r  large economic 
shocks, shows some very interesting similarities as well as some specific differences. The analysis 
by Fallon and Lucas (2002) on the effects on labor markets23 indicates a pattern o f  rising open 
unemployment rates and important changes in the sectoral composition o f  employment (sharp 
reductions in construction and manufacturing --the latter as the corporate sector i s  hit by the 
higher costs o f  imported materials, difficulties obtaining credit and the rising burden o f  debt in 
foreign currency) s imi lar  to that observed in the case o f  the post-convertibility Argentina. 

The evidence on the distributional impact o f  crises shows some differences between countries. 
Thomas et al. (1999) estimated that in the case o f  Indonesia there was a larger decline in per capita 
expenditures both the top and bottom quartiles o f  the distribution that for households in the middle 
o f  the distribution. In contrast, there i s  evidence o f  at least a weak redistribution o f  income from 
the middle classes to the rich in Thailand. Our estimates suggests the reductions in family income 
in Argentina affected the most the middle class. 

Regarding coping strategies, as in the case o f  Argentina, Frankengerg et al. (1999) note that 
informal assistance from friends and family members were particularly important in Indonesia 
during the crisis, with about a quarter o f  the households receiving such assistance. I t s  median value 
was considerably higher than that o f  assistance from formal services. Sudarno, Wetterberg and 
Pritchett (1999), also found for the Indonesian case differences in coping strategies along the 
income distribution. For instance, middle-class families responding by working more hours, 
reducing consumption, drawing down savings and selling assets and lower income households 
resorting to more drastic measures, such as taking children out o f  school. 

Regarding this last point, the evidence on the matter i s  mixed. For example, in Mexico during the 
1982 crisis, high school dropout rates increased slightly while primary school dropout rates fell. 
Both changes were part o f  long term trends throughout the 1980s (Lusting 1998). Similarly, Adam 
and Chamberlin (1999) did not find evidence o f  significant reductions in school participation in 
Thailand even though they also recognized the measurement difficulties and delayed responses we 

23 Countries studied and crisis years: Indonesia (19981, Korea (1998). Malaysia (1998), Thailand (1997), Argentina (1995), Mexico 
(1 995) and Turkey (1994). 



mentioned above. The evidence for Thailand, though, did find a gap in dropout rates between poor 
and non-poor households, as we did for the case of Argentina. 

Finally, even though the magnitude of the current crisis i s  much larger than those experienced 
during the 1990’s, the general characteristics of the coping strategies we observe are very similar 
to those observed in  previous studies for Argentina (World Bank 2001). In particular, the reliance 
on social networks and the changes in consumption patterns. 

Further steps in our ongoing analysis include more detailed analyses of the impact of the crisis on 
health and education services, a more systematic analysis of the use of various coping strategies by 
type of households (using multivariate methods), a more specific consideration of the rural sector - 
making use of the unique coverage of this survey--, and a particular focus on the role of migration 
as a coping strategy. 
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1 Introduction 

There i s  ample evidence that poor (and not-so-poor) households are vulner- 
able to  shocks. As suggested by Blundell and Preston (1998) for Britain, if 
insurance markets were complete, households would b e  able to  offset the im- 
pact of shocks on consumption. But in developing countries, safety nets and 
credit markets tend not to  be well developed. This i s  why the  latest World 
Development Report on poverty produced by the  World Bank (2001) insists 
on the  need to provide “security” to the  poor in addition to opportunities 
and empowerment. One of the first studies in th is  area by Ravallion (1988) 
analysed how a risk that i s  commonly shared among households may affect 
expected poverty. Jalan and Ravallion (1999) examined how well household 
consumption i s  insured against income variability in rural China. They found 
that consumption i s  never fully insured and that poorer households are less 
well insured than other households. A series of papers published in a spe- 
cial issue of the Journal of Development Studies by Baulch and Hoddinott 
(2000) , Baulch and McCullogh (2000), Dercon and Krishnan (2000), Jalan 
and Ravallion (2000), Gunning, Hoddinott, Kinsey and Owens (2000), and 
Scott (2000) provided additional evidence on the  relationships between risk, 
vulnerability, and poverty.’ 

In much of the above work, and more generally in much of the  litera- 
ture, the relationships between risk, vulnerability, and poverty have been 
analyzed from the  point of view of the impact of shocks (whether covariant 
or idiosyncratic) on movements in and out of poverty, with the  concept of 
vulnerability somewhat vaguely defined as the  risk of falling into poverty.2 In 
th is  paper, we do not rely on the concept of vulnerability nor on the  analy- 
sis of movements in and out of poverty. Instead, we directly incorporate risk 
into the measurement of income, and thereby poverty. Our approach i s  based 

‘Additional works were recently presented at a workshop on  th is  topic at the Inter-  
national Food Policy Research Institute, among others by Chaudhuri, Jalan and Surya- 
hadi (2002), Christiaensen and Subbarao (2001), Dabalen and Popuart (2002), Ligon and 
Schechter (2002), Mansuri and Healy (2002), Skoufias and Quisumbing (2002), as well as 
the present paper. 

2There are exceptions t o  this, for example Ligon and Schechter (2002). 
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o n  the  standard concepts o f  risk aversion and certainty-equivalent income or  
c o n ~ u m p t i o n . ~  Specifically, using a Constant Relative Risk Aversion util- 
ity function, we use panel data t o  compute a risk-adjusted income measure 
at the household level. This i s  then used t o  estimate risk-adjusted poverty 
measures and t o  assess the determinants o f  risk-adjusted income and poverty. 
Th is  methodology was f i rs t  applied t o  risk-adjusted measures o f  inequali ty 
by Makdissi and Wodon (2003), and extended t o  comparisons o f  long t e r m  
relative deprivation between groups by Cruces, Makdissi and Wodon (2002). 

W e  i l lustrate the framework with panel data for urban households living in 
the  Greater Buenos Aires Area in Argentina4 for the  per iod 1995-2002. T h e  
use o f  Argentine data i s  especially appropriate given the repeated shocks 
that have affected the country. Af ter  a “lost decade” in the  eighties that 
ended up in a process o f  hyperinflation, Argentina adopted a hard peg o f  the  
local currency t o  the U S  dollar in 1991 (the so called Convert ibi l i ty Plan). 
The  per iod 1991-1994 was relatively stable, but the  currency board  impl ied 
that the  economy remained vulnerable t o  external shocks. In 1994-1995, the  
country was hit by contagion o f  the “Tequila effect” following Mexico’s deval- 
uation. Af ter  a period o f  recovery f rom 1996 t o  1998, the economy suffered 
again when Brazil, Argentina’s main trading partner, devalued i t s  currency 
in January 1999. This episode marked the beginning o f  a three year reces- 
sion that ended in a major  crisis. At the  end o f  2001, the country’s economy 
collapsed in a financial mel tdown accompanied by a banking and currency 
crisis. Argentina’s peso lost nearly 70 percent o f  i t s  value against the  U S  dol- 
lar f rom January t o  August 2002. In f la t ion increased rapidly, real wages fe l l  

31t would be better t o  use consumption data for the empirical work, because th is  would 
enable u s  t o  better factor in ex post some of the smoothing strategies used by households 
t o  offset risk. Unfortunately, information on consumption i s  not available in a panel 
setting in Argentina. Therefore we use income data. This probably implies that  our 
estimates for the impact of r isk  on poverty represent an  upper bound, since consumption 
is typically less volatile than income. On the other hand, our data already factor in some 
of the behavioral responses of households t o  deal w i th  r isk  - for example, some households 
may increase their labor force participation t o  offset income losses, and th is  w i l l  show up 
in the variable used t o  measure income over time. 

4For previous work on poverty and risk in Argentina a t  the  World Bank, see World 
Bank (2000, 2001b). 
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and poverty soared t o  levels previously unseen. According t o  estimates pub- 
lished by Argentina’s Nat ional  Statistical Institute, the Ins t i tu to  Nacional de 
Estadisticas y Censos (INDEC hereafter), f rom October 2001 t o  May 2002, 
the share o f  the populat ion in poverty increased f rom 35.4 percent t o  49.7 
percent in the Greater Buenos Aires area, and f rom 38.3 t o  53.0 percent for 
the to ta l  urban populat ion (INDEC, 2002). 

The  impact o f  these repeated shocks i s  well captured in our  empirical 
work. The results suggest that risk-adjusted poverty measures are higher than 
standard cross-sectional measures for reasonable values of the  risk aversion 
parameter. Furthermore, the  impact o f  a number o f  household characteristics 
o n  risk-adjusted measures differs f rom their impact o n  standard measures, 
which implies that these characteristics are positively o r  negatively correlated 
with risk apart f rom being correlated with the average level o f  income o f  
households. We find that households with elderly members are less subject 
t o  risk, while households with inactive or unemployed workers suffer more 
f rom risk. Being a recent migrant increases risk even though it does no t  affect 
average income, while a better education reduces r isk  as well  as increasing 
income. 

The rest o f  the paper i s  organized as follows. Section 2 presents the con- 
ceptual framework for the estimation o f  risk-adjusted measures o f  income 
and poverty, and for the  analysis o f  their determinants. Section 3 presents 
our empirical results using data  from Argentina. A br ie f  conclusion follows. 

2 Methodology 

2.1 R i s k  adjusted measures of income and pover t y  

Our risk-adjusted measures o f  poverty are based in the concept o f  risk- 
adjusted income, derived f r o m  the no t ion  o f  certainty-equivalent income f rom 
the risk literature. 

Following Makdissi and Wodon (2003), we assume that there are T pos- 
sible states o f  nature. A household i is exposed t o  income fluctuations over 
these states. The  certainty-equivalent income o f  the household, yi, is the  
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amount o f  income that, if received with certainty in each possible state, 
would provide the same level o f  utility as the incomes over different states 
(zi t) .  Thus yi can be  defined within a social welfare context with respect 
t o  some function u( . )  which represents the social judgement o n  the welfare 
value o f  the  random variable z (Makdissi and Wodon, 2003): 

. T  

T h e  function u( .) is assumed t o  b e  continuous with positive f i r s t  derivative 
(non satiation) and negative second derivative (risk aversion). The  Constant 
Relative Risk Aversion (CRRA) function, widely used in the  risk literature, 
has such properties: 

i f p # 1  
i f p = l  . u ( z )  = l - p  

We denote by p the constant Arrow-Prat t  relative risk aversion coefficient. 
A common practice in the risk l i terature i s  the  use o f  a Taylor approximation 
o f  the  certainty equivalent, defined as 

where Ti is the  mean household income over the  whole per iod under consid- 
eration, i s  the  variance o f  the income o f  household i and R A ( ~ )  is the  
Arrow-Pratt measure o f  absolute risk aversion equal to $ for the CRRA 
utility function. T h e  problem with th is  Taylor approximation i s  that it i s  
on ly  valid for small levels o f  risks, and thus likely t o  produce biased results 
for high values o f  p. In th is  paper, we use instead the  “exact” measure o f  
risk-adjusted income impl ied by (1) and (a), wh ich  i s  equal t o  

Using (4), it i s  relatively straightforward t o  estimate risk-adjusted poverty 
measures based o n  household’s income fluctuations. Since in practice we do  



no t  know the  possible states o f  the world, we assume tha t  income observations 
in different periods o f  time are drawn f rom the distr ibution given in the  panel. 
At any given time, the poverty status o f  a household is defined with respect 
t o  a poverty l ine .zt (which may b e  absolute o r  relative), such that households 
with incomes lower than .zt are considered poor. Here, instead o f  focusing o n  
the  static condition xit < zt ,  we use the  household’s risk-adjusted measure 
o f  income given by equation (4) for the T periods. Note tha t  because we 
have different poverty lines over time, we need t o  normalize (i.e., divide) the 
income o f  each household at t ime t by zt ,  so that a household is considered 
poor if yi < 1. Note also tha t  we need t o  take i n to  account the composition 
o f  the  household in defining what are i t s  basic needs and whether it i s  poor 
o r  not. 

Taking all o f  the above in to  consideration, we define xit as follows 

where Zi is some fo rm o f  equivalised monetary income for the household. 
Following standard practice in Argentina, our measure Zi o f  household 2’s 
equivalised income i s  the  sum o f  the monetary income $ of  each o f  the ki 
members ( j  = 1, . . . , k i )  o f  the household, divided by the  sum of  each member’s 
equivalent adult weights5 q j :  

The vector o f  certainty-equivalent incomes y = (yl, y2, ..., y,), where n i s  
the number o f  households, i s  obtained f rom using the  xit defined by (5) i n to  
(4); it i s  then used t o  compute a set o f  risk-adjusted measures o f  poverty. 

’We adopt the same equivalent adult scale as INDEC, the Argentine statistical agency, 
t o  ensure comparability w i th  other studies. The weights are obtained from a normative 
calory intake basket of goods. Male adults are represented by a weight of 1, w i th  different 
values according to  gender and age groups. Morales (1998) provides a detailed account on 
the obtention of these parameters. 
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We will focus here o n  the usual additive poverty indices o f  t he  FGT (Foster, 
Greer and Thorbecke, 1984) class. Since we have normalized all incomes by 
the  poverty lines (so that a value o f  one for the normalized income corre- 
sponds exactly t o  the poverty line), the FGT measures are defined as 

where a may be interpreted as a parameter o f  aversion t o  poverty. With 
a = 0, we obta in  the  poverty headcount. With a = 1 and a = 2, we obta in  
the  poverty gap and the  squared poverty gap respectively. These risk-adjusted 
poverty measures can then b e  compared t o  those obtained with the mean 
income over t ime for each household, namely 

Note  that under standard poverty measurement procedures, a household with 
equivalised income just above the  poverty l ine during the T periods would no t  
be  considered poor. However, t he  impact o f  risk aversion could well  make such 
a household poor  according t o  our methodology if there i s  some variat ion in 
income over time. Note  also that a potential problem arising f r o m  the  use o f  
panel data i s  that a steady growth  over t ime in incomes may b e  interpreted as 
risk because it will lead t o  variability in income. In our appl icat ion however, 
th is  i s  no t  much o f  an issue since the  period o f  t ime  for which we have panel 
data o n  each household i s  relatively short (1.5 years), so that growth effects 
should be  small (for an analysis based o n  data for longer periods o f  t ime using 
relative poverty measures t o  correct for the impact o f  growth, see Cruces et 
al., 2002.) 

2.2 Determinants  of r isk-adjusted pove r t y  

Apart f rom estimating risk-adjusted measures o f  poverty, we also look at the  
determinants o f  risk-adjusted poverty. Typically, in a standard context, an 
analyst would estimate the  probabi l i ty  o f  a household o f  be ing poor  using a 
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regression of the determinants o f  the logarithm o f  adult equivalent income, 
which avoids specification problems occurring with probits and logits. In 
this case, we do the same, but using also the logar i thm o f  the  risk-adjusted 
adult equivalent income as a dependent variable. More precisely, we estimate 
the determinants o r  correlates o f  standard income and risk-adjusted income 
jo in t l y  by using seemingly unrelated regression techniques (SUR), for reasons 
given below. Denoting by Xi the vector o f  independent variables for household 
i ,  and again by % the mean income o f  the household (wi thout  adjustment 
for risk, i.e. with p = 0), we estimate the following system 

(9) 
10gZ = 
log yi = 

a + xip + E2 
aRA + xipA + &FA ’ 

F rom these regressions, it i s  straightforward t o  compute the  probabil ity 
o f  being poor using either the standard or the  risk-adjusted measures of 
adult equivalent income (e.g., Ravall ion and Wodon, 1999). Denoting by u 
and uRA the standard deviations of the errors in the  mean and risk-adjusted 
income regressions, and by @ the cumulative density o f  the standard normal 
distribution, the probabil i ty o f  being poor i s  given by 

(10) 
Pr [ log% < OlXi] = 
Pr[ log yi < O I X ~ ]  = @[--(aRA + ~ i ~ ~ ~ ) / a ~ ~ ]  * 

@[-(a + X$)/u]  

Since we have the  same set of independent variables, using SUR t o  es- 
t imate (9) does no t  change any of the  coefficient estimates versus separate 
regressions, but it enables us  t o  test for statistically significant differences in 
the determinants o f  b o t h  measures o f  income. T h e  difference in parameter es- 
timates between the two  regressions, PRA - p, is analogous t o  the  estimation 
o f  a third regression for the determinants o f  what we might cal l  our measure 
of risk: 

log - log yi = aRP + x i p  + &RP. (11) 
The difference between (mean income) and yi (the certainty equivalent) i s  
t h e  risk premium (hence the RP superscript): a higher risk premium implies a 
lower level o f  utility, since the  household would b e  willing t o  give up a higher 
amount o f  income t o  stabilise it. In th is  third regression, we have aRP = 
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a-aRA and PRP = p-pRA. Testing for differences in the coefficient estimates 
in the SUR would be equivalent t o  testing for the  statistical significance o f  
the  parameter estimates in th is  third “risk premium” regression, with the 
caveat that it would no t  be  l ikely t o  have a normally distr ibuted error term. 
In th is  case it is better t o  estimate the f i rs t  two regressions and test for 
differences in coefficients. 

A positive and statistically significant value o f  p - ,ORA implies that the  
related independent variable contributes t o  an increase in the  r isk premium, 
and thereby a decrease in risk-adjusted income. Independent variables for 
which there i s  a positive and statistically significant value o f  p - PRA are in 
fact reducing risk, and thus increasing risk-adjusted income. This approach 
thus provides a straightforward interpretat ion o f  the impact o f  various vari- 
ables o n  risk-adjusted income and poverty, with a simple decomposition i n to  
the  impact o n  mean income, and the  impact  o n  risk. 

3 Application to Argentina 

3.1 Data and descript ive results 

W e  apply the above framework t o  an analysis o f  poverty in Argentina us- 
ing the  Argentine Permanent Household Survey ( “Encuesta Permanente de 
Hogares”-EPH). The  survey i s  collected in urban areas every year by the 
Ins t i tu to  Nacional de Estadisticas y Censos (INDEC) in May and October. 
We exploit the structure o f  the  survey, which i s  a rotat ing panel where 25 
percent o f  the sample i s  replaced in each round. It i s  possible t o  observe 
households for four rounds (i.e., T = 4)) which corresponds t o  a to ta l  per iod 
o f  1.5 year. We restrict our sample t o  households belonging t o  the  Greater 
Buenos Aires area (GBA), which represents around 60 percent o f  the  to- 
ta l  populat ion of the  country and 70 percent o f  the urban populat ion (and 
thereby of our survey sample). We use the  fifteen rounds corresponding t o  
the  period May 1995-May 2002. 

In order t o  minimize the  loss of potential ly impor tant  observations, the  
cases with reported zero incomes that were considered valid by INDEC were 
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assigned a symbolic value o f  1 percent of the poverty l ine in our analysis. This 
correction i s  necessary for computational reasons, since yi i s  no t  defined for 
xit = 0 for p > 1 (Equation 4) and we want t o  count o n  the same data for all 
values of the risk-aversion parameter. The poverty measures presented below 
are virtually unaffected by th is  procedure since we focus o n  the  headcount 
index o f  poverty. Of almost 5500 households in the final sample, on ly  two 
reported zero incomes in all four rounds. 

Given the structure o f  the rotat ing panel, the fifteen rounds for the sur- 
veys between M a y  1995 and M a y  2002 contain data for twelve cohorts with 
four consecutive observations, with an average o f  453 households and 1812 
observations per cohort - Table 1 presents the number o f  observations and 
Table 2 depicts our dist inct ion between rounds and cohorts. In comparison 
with the cross-sectional use o f  the data, there i s  a loss o f  observations when 
using the  panel structure. Th is  loss i s  due no t  only t o  a t t r i t ion  (non-response 
in subsequent rounds), but also t o  the criteria imposed by INDEC t o  consider 
a household’s income observation as valid only if the income o f  every mem- 
ber o f  the household is reported. Whi le  the loss o f  observations i s  substantial 
(48 percent o f  the households are lost), it does no t  seem t o  affect the results 
in an impor tant  qual i tat ive way. This i s  shown in Figure 1 which illustrates 
the effects o f  the a t t r i t ion  in the panel. Whi le  nominal incomes are lower in 
the panel (by 4.5 percent o n  average) versus the  cross-sectional mean, the  
trends in income are very similar between the  cross section and panel data 
sets. Regarding the  headcounts o f  poverty, the average difference between 
the cross-sectional and panel measures i s  only 0.14 percentage points.6 Thus, 
although our f inal sample has lower incomes than t h e  full sample, we do  no t  
expect the potential increase in poverty t o  invalidate our main results. 

Figure 2 presents the  estimates o f  the adult equivalent income based o n  
a cross-sectional use o f  the  panel sample (thick broken line), as well as the  
risk-adjusted poverty estimates for p=O, 1, 2, and 4 (Cf. equation 4). The 
latter i s  calculated for each o f  the  twelve cohorts for which we have four 

6Note that the apparently large difference for the last wave i s  a consequence of the 
lower number of observations for the f i rs t  and last waves (see Table 2). 
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observations. 
In terms o f  broad trends, after the “Tequila” crisis o f  1995, the  coun- 

try recovered f rom 1996 t o  1998. Since then, however, the  losses in income 
have been very large, f i rs t  due t o  the prolonged recession o f  1999-2001, and 
thereafter due t o  the  devaluation and subsequent crisis o f  2002. Cruces and 
Wodon (2003a, 2003b) present a more detailed description o f  poverty trends 
and dynamics, and an analysis o f  transient and chronic poverty over th is  
period, respectively. 

As expected, the  cross-sectional mean and the  panel mean (which cor- 
responds t o  yi with p = 0) are very similar, but we can s t i l l  observe the  
smoothing effect introduced by the averaging across the  cohort, notably  in 
the  last observation corresponding t o  the 2001/2002 crisis, where there was 
an enourmous fall in cross sectional income which affected the cohort mean 
only  partially. 

Regarding the risk-adjusted measures, higher values of p lead t o  reduc- 
tions in the mean risk-adjusted income, which can b e  substantial as observed 
in the  graph: going f rom values of p = 0 t o  p = 4 reduces log-income by 
more than 15%. 

Figures 3 and 4 provide similar information for the  headcount o f  poverty, 
i.e. the  share of  the populat ion with adult equivalent income below the 
poverty line, corresponding t o  the FGT measure with Q = 0 (Equation 
7). The  dist inct ion between the two Figures is that one is  obtained by consid- 
ering rounds, while the  other i s  obtained by considering cohorts. W h e n  the 
analysis i s  done by round, we use all households which appear in one survey, 
say May 1998. In order t o  have four observations for all households in that 
round, we must go forward in t ime for some, and backward in t ime for others 
(or both). W h e n  the  analysis i s  done by cohort, we use all households with 
observations start ing a t  a given point  in time, and we fol low them through 
time. Table 2 makes this dist inct ion clearer. T h e  results are fairly similar 
in the two Figures, one exception being the  last observation (May 2002) by 
round, where the cross-sectional poverty i s  very high due t o  the crisis, while 
the panel-based estimates are lower since the  impact  o f  t he  crisis is averaged 
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out. 
In b o t h  Figures, we compare the cross-sectional measures (bold dashed 

lines) with the risk-adjusted panel-based estimates. With p = 0, the use 
o f  the  mean normalized adult equivalent income over the four rounds, Z, 
reduces poverty compared t o  the cross-sectional estimates. This is because 
with zero risk aversion, the “smoothing” effect o f  averaging income over 
t ime leads t o  lower poverty (transitory income shocks are removed by the 
averaging), as already pointed out  for Figure 2. This  “smoothing” effect has 
been known in the l iterature o f  income distr ibution for a long time. What we 
point  out  i s  that the introduction of r isk  (and thus considering the disuti l i ty 
f rom income variation) increases poverty substantially when compared t o  the  
estimates obtained using p = 0. 

The  net impact, i.e. whether the cross-sectional measure is higher o r  
lower than  the risk-adjusted and panel-based measure depends o n  the  level 
o f  risk aversion assumed. For p = 1, the  headcount o f  risk-adjusted poverty 
i s  similar t o  the cross-sectional headcount. For higher values of p, however, 
the  impact of risk aversion seems t o  b e  larger than the  smoothing effect. 

What might be a realistic value for p? As noted in Makdissi and Wodon 
(2003), while Ar row (1971) has argued o n  theoretical grounds that p should 
b e  around 1, Friend and Blume (1975) have presented empirical evidence 
based o n  portfol io holdings that the  coefficient may  be  around 2, H i ld re th  
and Knowles (1982) have obtained estimates between 1 and 2, and Mehra  
and Prescott (1985) have used p E [0,10]. Cowell and Gardiner (1999) de- 
scribe different sources and methodologies, as well  as a detailed description 
of the role of risk-aversion in social valuation and i t s  connection with welfare 
economics. They mention the value o f  1.5 which i s  used by the UK ’s  Trea- 
sury for the government’s appraisal and evaluation o f  projects. For  poverty 
measurement, given the  dif f iculty o f  surviving with very l im i ted  income, a 
value o f  2 would no t  sound unrealistic, in which case cross-sectional estimates 
would lead t o  an underestimation o f  poverty. 
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3.2 Regression analysis 

n o m  a pol icy perspective, the  more interesting results are those obtained 
f rom the  regression analysis o f  the  determinants o f  (log) income and risk- 
adjusted income. The  independent variables included in the  regressions 
include (a) household level variables, including the  number o f  babies, chil- 
dren, adults, and elderly household members, and their square, whether the 
household head has a spouse, whether the household head is a woman, the  
age o f  the head and i t s  square, and the migrat ion status o f  the  head (in the 
last five years); (b) characteristics of the household head, including his/her 
level o f  education; whether he/she i s  unemployed or inactive; whether he/she 
i s  an employer, a self-employed worker, or a wage worker; the  type  o f  his/her 
qualification, and whether he/she works in the  public sector; and (c) the 
same set of characteristics for the  spouse o f  the household head, when there 
i s  one. All these variables correspond t o  the  initial conditions, that is, the 
values o f  the f i r s t  observation for each household. In addition, we include 
controls for each o f  the cohorts (excluding the f i rs t  one). 

Table 3 provides summary statistics o f  the  variables used in the  esti- 
mation. We estimate the risk-adjusted income regressions only  for p = 2, 
but it would b e  straightforward t o  extend the  results t o  higher levels o f  risk 
aversion. The  sample mean for the logar i thm for the  average normalized 
income over t ime wi thout  risk aversion i s  0.754 (corresponding t o  a mean 
income o f  2.13 times the poverty line), while the average logar i thm o f  in- 
come with p = 2 is 0.549 (corresponding t o  a mean income o f  1.73 times the 
poverty line). Th is  suggests that assuming p = 2 as the  coefficient for risk 
aversion results in a drop o f  income o f  almost 20 percent. T h e  interpretat ion 
o f  the  other variables presented in Table 3 is straightforward (most o f  the 
variables are dummies, so that the  mean represents the  share o f  t he  sample 
populat ion with these characteristics). 

7Note that we do not include in the regressors changes in the right-hand side variables 
over time, such as changes in unemployment status, because we are not aiming t o  model 
the behavioral response of households t o  shocks a t  this stage. Such a detailed analysis i s  
beyond the scope of the paper. Here, we limit our analysis t o  the impact of the init ial  
conditions on risk-adjusted measures of income poverty. 
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Table 4 presents the results o f  t h e  regression analysis o f  the  system (9) 
by SUR in the first two columns, as well as tests for statistically significant 
differences in the parameter estimates o f  the two models in the  third column 
(corresponding as explained above t o  Equation 11). Consider the f i rst  column 
o f  the table which corresponds t o  the logar i thm o f  mean income over t ime 
wi thout  risk aversion ( p  = 0). The results are fairly intuit ive. A higher house- 
ho ld  size (whether through more infants, children, or adults) tends t o  reduce 
the expected adult equivalent income, but the  impact i s  decreasing at the  
margin. In the case o f  elderly members, the  impact  o n  income wi thout  risk 
aversion i s  not  statistically significant. However, part o f  the  impact o f  being 
elderly may  be  captured through the inact iv i ty  dummies for the household 
head or  spouse, which have a negative impact o n  mean income. Households 
with older and/or female heads tend t o  be  richer, though the  coefficient o n  
female heads i s  on ly  significant at the 10 percent level. There seems t o  be 
no  statistically significant impact f rom the head being a recent migrant. 

Apart f rom being inactive, being unemployed reduces the expected in- 
come for b o t h  the  head and the spouse, but being an employer or self- 
employed worker does not  have a statistically significant impact, again for 
b o t h  t h e  head and the spouse (the signs of the coefficients are as expected, 
given that the excluded category is a wage worker). However, much of the 
impact of being self-employed may b e  picked up by the  negative and sta- 
t ist ical ly significant coefficient for the informal worker dummy for b o t h  the 
head and the spouse (we use the  definit ion o f  in formal i ty  proposed by the 
International Labor  Office for Argentina). 

A higher j o b  qualif ication o f  the head (at the  professional level) or the 
spouse (at each o f  the  three levels considered) has a positive impact o n  the 
expected income o f  the  household, as does the  education level o f  the head and 
the spouse, with higher levels of  education generating progressively higher 
household income. Being in the public sector reduces expected income in the 
case o f  the head (for the spouse, the impact i s  also negative but not  sta- 
t ist ical ly significant). Only the three cohorts corresponding t o  the period 
October 1999-May 2002 are associated with statistically significant and neg- 
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at ive coefficients, ref lect ing t h e  progressive deepening o f  t h e  recession. In a 
nutshel l ,  t h e  data con f i rm  t h e  ra the r  obvious hypothesis that r icher house- 
ho lds are smaller, be t te r  educated, with employed heads o r  spouses in b e t t e r  
quality jobs. 

T h e  most  interest ing resul ts are re la ted to t h e  i m p a c t  (or lack thereof)  
o f  t h e  same independent variables on risk, and thereby o n  r isk-adjusted in- 
come. Ra the r  than discussing t h e  parameters obta ined in t h e  second c o l u m n  
o f  Table 4, it i s  easier to  d i rec t l y  proceed to  t h e  results fo r  t h e  tests o f  sta- 
t is t ica l ly  significant differences in t h e  coefficients of t h e  two models, w h i c h  
are presented in c o l u m n  3. I f  t h e  difference i s  f ound  to  b e  not significant, it 
impl ies that t h e  dependent var iable has t h e  same effect (or lack of effect) in 
b o t h  m e a n  income and r isk-adjusted income. However, a significant differ- 
ence impl ies that t h e  independent var iable has a di f ferent ia l  effect o n  t h e  two 
dependent variables, or, in other  words, it has an effect on r isk.  A s  explained 
in t h e  methodological  section, t h e  test  o f  differences in coefficients c a n  also b e  
in terpreted as a regression with t h e  r i s k  p r e m i u m  as t h e  dependent var iable 
(Equa t ion  11). In that context, a negat ive value o f  t h e  difference represents 
a negative effect of t h e  var iable o n  t h e  r i s k  p remium,  wh i l e  a posi t ive value 
impl ies a higher r i s k  p r e m i u m  (and thus  a lower utility fo r  t h e  household). 

Regard ing t h e  s t ructure of t h e  household, only t h e  presence of adul ts  aged 
65 and over seems t o  affect s igni f icant ly t h e  household’s level  of r isk.  T h e  
negat ive difference in c o l u m n  3 impl ies that t h e  r isk-adjusted adult equiv- 
a lent income i s  higher than t h e  s t ra ight  m e a n  income w h e n  t h e  household 
has elder ly members, so that utility i s  also higher.  T h i s  c a n  probably b e  ex- 
p la ined by t h e  fact  that t h e  elder ly o f ten  receive a steady s t ream o f  income 
(from pensions or capi ta l  assets), and consequently experience less income 
variability than other  age groups, even t h o u g h  the i r  income may b e  lower, 
as discussed earlier. 

The re  seems t o  b e  no stat is t ica l ly  s igni f icant impact of t h e  age or gender 
of t h e  head on r isk.  Ye t  o ther  characteristics of t h e  household head  d o  a p  
pear  to  have an impact .  F i r s t ,  if t h e  head has m ig ra ted  to  t h e  GBA reg ion  
( f rom other  provinces in Argen t ina  or f r o m  o the r  countries) in t h e  last f ive 
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years, the household appears t o  suffer more f rom risk than otherwise. Thus, 
even if there are n o  statistically significant differences in mean income be- 
tween migrants and non-migrants after controll ing for human capital, recent 
migrants may be  more exposed t o  income risk than non-migrants, perhaps 
because they do  have no t  yet have the possibility o f  establishing good support 
networks. 

For b o t h  the head and the spouse, being unemployed contributes t o  risk 
apart f rom reducing income, as expected. For the head, informali ty (in the  
current job, o r  in the  last j o b  if unemployed) also increases risk, and thereby 
reduces the  risk-adjusted income o f  the household. A higher level o f  education 
reduces risk, so that those with l i t t le  education suffer no t  on ly  f rom a lower 
mean income, but also f rom a higher income variability. Said differently, 
investments in human capital seem t o  pay off no t  only in terms o f  returns, 
but also in terms o f  lowering the variabil ity o f  income streams. 

Finally, for two cohorts, there is an increase in risk. This i s  the case for 
the  last cohort, which i s  not  surprising given the fal l  in real incomes induced 
by t h e  devaluation o f  January 2002 (see Figure 2). The other cohort for 
which there is a higher risk i s  the  cohort for the period covering 1996-1997, 
during which the impact  o f  the aftermath o f  the  “Tequila crisis”, and of the  
recovery thereafter, may have led t o  higher income variability. 

4 Conclusion 

In this paper, we have presented a simple and intuit ively appealing method- 
ology t o  incorporate the d isut i l i ty  arising f rom income variability in the 
measurement o f  poverty. The methodology has been applied t o  household 
panel data f rom Argentina for the  period 1995-2002. Averaging income data 
over t ime a t  the  household level may reduce poverty measures by mitigating 
the impact o f  negative shocks, but this effect tends t o  be  more than offset 
when the disutility f r o m  income fluctuations is taken in to  account. A regres- 
sion analysis o f  the  determinants o f  risk-adjusted income reveals that r isk  i s  
no t  un i form across households. Households with be t te r  educated members 
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are no t  on ly  richer, but also experience lower levels o f  income variability. 
Households with recent migrants, as well  as households with informal work- 
ers and/or unemployed or inactive members tend to suffer more f rom r isk  
than  other types o f  households. Households with elderly members tend t o  
suffer less f rom income variability. At the  broader macro-economic level, as 
expected, a crisis tends no t  on ly  t o  reduce income levels, but also t o  increase 
risk, which magnifies the  overall negative impact  o n  poverty. One next  step 
for th is  analysis could be  t o  relax some o f  the  assumptions made for tak ing 
i n to  account the  risk aversion o f  households, for example by testing for the 
sensitivity o f  the results t o  different parameters o f  r i sk  aversion or t o  different 
underlying utility functions. 
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Table 1: Sample size in cross-section and panel data sets 

May 95 
Oct. 95 
May 96 
Oct. 96 
May 97 
Oct. 97 
May 98 
Oct. 98 
May 99 
Oct. 99 
May 00 
Oct. 00 
May 01 
Oct. 01 
May 02 

Cohort Original Final 

3463 41 8 
3436 879 
3459 1322 
3369 1774 
3424 1815 
3423 1843 
3549 1899 
3567 1923 
3551 1938 
3494 1870 
3528 1822 
352 1 1750 
3473 1277 
3453 854 
3505 404 

Cohort: 
1 95-1 to 96-2 
2 95-2 to 97-1 
3 96-1 to97-2 
4 96-2 to 98-1 
5 97-1 to 98-2 
6 97-2 to 99-1 

95-1196-2 
95-2/97-1 
96-1197-2 
96-2/98-1 
97-1198-2 
97-2/99-1 
98-1199-2 
98-2/01 -1 
99-1 100-2 
99-2/01-1 
00-1101-2 
00-2/02-1 

1 1 1 1 
2 2 2 2  

5 5 5  
6 6 6  

Number of Number of 
Observatoins Households 

‘ 1772 443 
1808 452 
1832 458 
1960 490 
1992 498 
1904 476 
1892 473 
1692 423 
1800 450 
1616 404 

10 99-2 to 01-1 
11 00-1 to 01-2 
12 00-2 to 02-1 

irious years. 

10 10 10 10 
11 11 11 11 

12 12 12 12 

Table 2: Two ways of looking at the panel data: Cohorts and waves 

7 98-1 to 99-2 
8 98-2 to 01-1 
9 99-1 to 00-2 

Cohort 
9 9  



Table 3: Summary statistics for the dependent and independent variables 
Variable 
Log o f  Risk Adjusted Income, p=2 
Log o f  Average Income 
Number of infants 0-5 
Number o f  children 6-14 
Number of youth 15-24 
Number of adults 25-64 
Number of elderly 65+ 
Age of the head 
Share of female headed households 
Head i s  recent migrant 
Head inactive 
Head unemployed 
Head as employer 
Head as self-employed 
Head as informal worker 
Head in public sector 
Head as operative (qualification) 
Head as technical worker (qualification) 
Head as professional worker (qualification) 
Head with primary education - Complete 
Head with secondary education - Incomplete 
Head with secondary education - Complete 
Head with superior education - Incomplete 
Head with superior education - Complete 
Head with university education 
No  spouse in the household 
Spouse inactive 
Spouse unemployed 
Spouse as employer 
Spouse as self-employed 
Spouse as informal worker 
Spouse as operative (qualification) 
Spouse as technical worker (qualification) 
Spouse as professional worker (qualification) 
Spouse i n  public sector 
Spouse with primary education - Complete 
Spouse with secondary education - Incomplete 
Spouse with secondary education - Complete 
Spouse with superior education - Incomplete 
Spouse with superior education - Complete 
Spouse with university education 

M e a n  Std. Dev. Min M a x  
0.549 1.129 
0.754 
0.349 
0.543 
0.586 
1.552 
0.395 

5 1.002 
0.242 
0.026 
0.279 
0.069 
0.032 
0.143 
0.232 
0.082 
0.350 
0.112 
0.068 
0.345 
0.177 
0.143 
0.008 
0.026 
0.146 
0.306 
0.418 
0.048 
0.007 
0.056 
0.103 
0.066 
0.050 
0.026 
0.044 
0.252 
0.1 15 
0.119 
0.010 
0.034 

0.844 
0.693 
0.922 
0.907 
0.940 
0.677 
16.061 
0.428 
0.159 
0.449 
0.254 
0.177 
0.35 1 
0.422 
0.274 
0.477 
0.315 
0.252 
0.475 
0.382 
0.350 
0.090 
0.158 
0.353 
0.461 
0.493 
0.215 
0.081 
0.229 
0.303 
0.249 
0.218 
0.159 
0.206 
0.434 
0.319 
0.324 
0.097 
0.182 

-4.61 
-4.61 

0 
0 
0 
0 
0 
15 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

3.933 
3.951 

6 
8 
6 
6 
4 
96 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 0.07 1 0.257 



Table 4: Determinants of log adult equivalent income and log risk-adjusted income 
Risk-adjusted Difference [2]-[l] 

income [ l ]  and P-value Income [2] 

HOUSEHOLD CHARACTERISTICS 
Number of infants 0-5 

Infants squared 

Number of children 6-14 

Children squared 

Number of youth 15-24 

Youth squared 

Number of adults 25-64 

Adults squared 

Number of elderly 65+ 

Elderly squared 

CHARACTERISTICS OF THE HEAD 
Age 

Age Squared 

Female head 

Recent migrant 

Inactive 

Unemployed 

Employer 

Self-employed 

Informal Worker 

Public Sector Worker 

Job Qualification: Operative 

Job Qualification: Technical 

Job Qualification: Professional 

-0.272 
[0.02661]*** 

0.028 
[0.01007]*** 

[0.01826]*** 
0.040 

[0.00539]*** 

[ 0.0 1 9 1 31 * ** 
0.038 

[0.00630]*** 

[0.02706]*** 
0.023 

[0.00642]*** 
0.016 

[0.03901] 
-0.021 

[O.O 16671 

0.007 
[0.00355]** 

0.000 
[ 0.00004] 

0.05 1 
[0.02658]* 

-0.010 
[0.04660] 

-0.134 
[0.04082]*** 

[0.05073]*** 
0.071 

[0.04619] 

[0.02762] 

[0.02540]*** 
-0.063 

[0.02927]** 
0.121 

[0.03997] 
0.336 

[ 0.05 1321 
0.244 

-0.374 

-0.209 

-0.096 

-0.440 

-0.05 1 

-0.147 

-0.297 
[0.04225]*** 

0.030 
[0.01600]* 

[0.02899]*** 
0.034 

[0.00855]*** 

[ 0.0303 81 ** * 
0.042 

[0.01 OOO]*** 

-0.365 

-0.187 

-0.085 
[0.04295]** 

0.027 
[ 0.0 10 1 91 * * * 

0.115 
[0.06 1941 * 

[0.02646] 

0.009 
[0.00563]* 

0.000 
[ 0.00006] 

0.079 
[0.042 1 91 * 
[0.0739 81 

[ 0.05 2421 * * * 
-0.866 

[0.05790]*** 
0.020 

[0.07333] 
0.047 

[0.04386] 

[0.04032]*** 

[0.04646] 
0.158 

[ 0.039 141 * * * 
0.372 

[0.05480]*** 
0.698 

-0.039 

-0.098 

-0.157 

-0.224 

-0.035 

0.024 
0.378 

-0.002 
0.819 

-0.009 
0.640 
0.006 
0.258 

0.25 1 
-0.004 
0.521 

-0.01 1 
0.695 

-0.004 
0.559 

0.014 ** 
0.01 8 
0.293 

-0.002 
0.570 
0.000 
0.998 

-0.028 
0.312 
0.089 
0.065 * 
0.022 
0.512 
0.426 
0.000 *** 
0.05 1 
0.287 

0.401 
0.077 
0.003 *** 

0.350 

0.143 

0.315 

-0.023 

-0.099 

-0.098 

-0.028 

-0.037 

-0.036 

-0.454 
[0.04329]*** [0.06873]*** 0.424 



Table 4 (continued): Determinants of log adult equivalent income and log risk-adjusted income 

Primary education - Complete 0.156 

Secondary education - Incomplete 

Secondary education - Complete 

Superior education - Incomplete 

Superior education - Complete 

University education 

No Spouse 

CHARACTERISTICS OF THE HEAD'S SPOUSE 
Inactive 

Unemployed 

Employer 

Self-employed 

Informal Worker 

Job Qualification: Operative 

Job Qualification: Technical 

Job Qualification: Professional 

Public Sector Worker 

Primary education - Complete 

Secondary education - Incomplete 

Secondary education - Complete 

Superior education - Incomplete 

Superior education - Complete 

University education 

[0.02288]*** 
0.319 

[0.02705]* ** 
0.534 

[0.03460]*** 
0.217 

[0.08275]*** 
0.73 1 

[0.05243] * ** 
0.423 

[0.04477]*** 
0.103 

[0.05138]** 

-0.244 
[0.03302]*** 

[0.03647]*** 

[0.09697] 
0.024 

[0.04175] 

[ 0.042891 * * 
0.052 

[0.02465]*** 
0.075 

[0.03452]*** 
0.662 

[0.06642]*** 

[0.044 161 
0.152 

[0.02857]*** 
0.229 

[0.03370]*** 
0.3 13 

[0.02942]*** 
0.754 

[0.07953] *** 
0.371 

[0.05219]*** 
0.777 

-0.355 

-0.044 

-0.097 

-0.017 

0.196 
[0.03632]*** 

0.345 
[0.04294]*** 

0.604 
[0.04670]*** 

0.976 
[ 0.13 I371 * * * 

0.833 
[0.08285]*** 

0.847 
[ 0.05 3981 * ** 

0.059 
[0.08157] 

-0.331 
[0.06480]*** 

[0.08053]*** 

[0.15395] 
-0.07 1 

10.066291 
-0.122 

[0.068 1 01 * 
0.024 

[0.06347] 
0.090 

[0.08147] 
0.244 

[O. 10545]** 

[0.07011] 
0.207 

[ 0.045 351 * ** 
0.306 

[0.05351]*** 
0.425 

[0.05492]*** 
0.177 

[0 .12627] 
0.477 

[0.08323]*** 
0.517 

-0.543 

-0.126 

-0.027 

-0.039 
0.096 * 

0.341 
-0.070 
0.021 ** 

-0.759 
0.009 *** 
0.056 * 

0.049 ** 
0.044 
0.402 

0.087 
0.040 ** 
0.187 
0.000 *** 
0.082 
0.4 13 
0.095 
0.636 
0.025 
0.568 
0.028 
0.496 

0.770 
0.418 
0.996 
0.01 1 
0.816 

-0.056 
0.060 * 

-0.076 
0.028 ** 

-0.112 
0.002 *** 
0.578 
0.625 

0.051 * 
0.260 

-0.027 

-0.103 

-0.423 

-0.015 

-0.106 

[0.03400]*** [0.07107]*** 0.042 ** 



Table 4 (continued): Determinants of log adult equivalent income and log risk-adjusted income 
COHORT CONTROLS 
95-2197-1 

96- 1197-2 

96-2198- 1 

97-1198-2 

97-2199-1 

98-1199-2 

98-2/01 -1 

99-1100-2 

99-210 1 - 1 

00-1101-2 

00-2102-1 

Constant 

-0.038 
[0.03653] 

[0.03672] 

[0.03615] 
0.034 

[0.03606] 
0.021 

[ 0.03 5 5 91 
-0.043 

[0.03549] 
-0.028 

[ 0.03 5 7 91 
-0.022 

[0.03575] 
-0.107 

[0.03670]*** 

[0.03635]*** 

[0.03723]*** 
0.424 

-0.013 

-0.003 

-0.115 

-0.164 

-0.083 
[0.05800] 

[0.05829] 

[0.05739] 
0.008 

[0.05725] 
0.026 

[0.0565 I] 

[0.05634] 

[0.05682] 

[0.05675] 

[0.05826]* 

[0.05770]** 

[0.05911]*** 
0.080 

-0.084 

-0.042 

-0.070 

-0.037 

-0.03 1 

-0.108 

-0.127 

-0.316 

F0.098851*** 10.156931 

0.046 
0.226 
0.07 1 
0.062 * 
0.039 
0.297 
0.025 
0.494 

0.904 
0.027 
0.459 
0.010 
0.797 
0.008 
0.819 
0.001 
0.975 
0.012 
0.748 
0.152 
0.000 *** 

-0.004 

Observations 5446 5446 
Standard errors in brackets (significant: * at 10%; ** at 5%; *** at 1%) 
(P-Value of the test below the difference for the fourth column) 
Source: Authors’ estimation based on EPH, various years. 



600 

500 

400 

300 

200 

100 

0 

3.4 

3.2 

3 

2.8 

2.6 

2.4 

2.2 

2 

Figure 1 - Complete Sample and Panel Sub-sample 
GBA 1995-2002 
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Figure 3 - Risk Adjusted Measures of Poverty by Wave 
GBA 1995-2002 
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1. The crisis context 
While we have to trace the current Argentine crisis back to the late ~ O ’ S ,  the trends o f  indicators 
related to the most pressing social issues (unemployment, poverty, inequality, exclusion, etc.) get 
worse in the early 2002, accounting for an unprecedented scenario in terms o f  i t s  severity. In May 
2002, poverty reached over 20 million people, out of which 9% millions are indigents.’. 

Several factors get involved in this situation: shifts in the labor market pushing workers towards more 
precarious jobs and, eventually, towards open unemployment, which reached a 21.5% rate; and the 
inflationary process resulting from the currency devaluation, which caused a 74% increase in the 
family shopping basket so far, while salaries tended to stagnate or even get slashed. This brought 
about a social, political and economic crisis which profoundly affected the structures of Argentine 
families, communities and associations. 

The emergence o f  the new poor -not much studied yet- causes a set o f  new phenomena in the society- 
State relation, such as the devise o f  new social programs focused on the unemployed and not on 
poverty (from the State perspective) and on the creation of, from the civi l  society, survival strategies 
for impoverished groups which do not have in their collective memory the “struggle” against the State 
for social program resources. 

~~ ~ ~~ ~~~~~~ 

“For  the young people it is very hard and I guess i t  has to do with this, wi th the anger and toughness, the 
confrontation with those who are killing them, and they don’t know what this is about. I think the youth feels despair 
and that their lives are going be like this, their lives are going be miserable, o r  their lives are going be just begging, 
stealing and while they go out on the streets, trying tofind some way to get quick money, but ifthey don’t get anything 
anymore they’ll be killed. You can hear this talk in all the young people all the time and it’s awful.” 

“Just go around the city of Resistencia. Before there were 2 or  3 comers wi th prostitutes but now we can see places 
everywhere and the saddest part of this is that these are increasingly younger girls in prostitution who go into this as 
a way to survive. 

“Before, you didn’t see that much violence. Now you see it much more in young kids: they get high, k i l l  and steal. All 
this because there is nothing holding them back.” “ I ’m dark, I ’m  young, I go downtown and I wind up  in trouble.” 

“Now there is even discrimination against you for your skin color in the agencies that are supposed to help us. Even. 
inside and outside your own neighborhood; even just the mere fact of having a different haircut. 

“Insecurity results from no education, no work, no health, no housing. The govemment doesn’t have any answers ......., 
because the govemment’s answer is an iron hand. ’’ 

2.0 bjet ives 
The purpose of ERES I1 i s  to compare the results of ERES I* regarding community organizations and 
programs in order to face the social and economic crisis and to elaborate on some findings o f  the 

1 As per the estimates of SIEMPRO, Sisrema de Evaluaci6n y Moniroreo de Programs Sociales [System o f  Social Program Evaluation and 
Monitoring]. 

ERESI, Study conducted by social organizations and coordinated and funded by the Work Bank in February 
2002. 
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survey3 conducted about the impact o f  the crisis on Argentine households in June 2002. The work was 
performed in the same clusters: GBA, Cdrdoba, Chaco, Rosario and TucumBn. 

Specific objectives: 

0 

priority social benefits in the social emergency. 

0 

structural poor and impoverished mid sectors). 

0 

To assess the capabilities o f  community-based CSOs4 and CSO networks to implement 

To perform an analysis on the impact o f  the crisis on communities and families (from 

To identify the emergence o f  new social issues as well as the response o f  different players. 

3. Methodology and research strategies 
ERES I1 continues with the same methodology applied to ERES I: data collection via several tools and 
methods applied to CSOs o f  structural poor sectors and representatives o f  the new poor and not on 
 individual^.^ The work was performed via: focus groups with CSO representative o f  traditional poor 
and impoverished mid sectors; focus interviews to representatives of social organization networks; 
surveys to CSOs. 

In each region, the study responsibility was assumed by: CIET, FUNDEQ, IDEAS, a community- 
based CSO in GBA and FLACSO in Rosario. 

4. The impact on CSOs and the community 
The cutoff point. The interviewees do not clearly set a start  date o f  the crisis, though CSO-PSs lay 
more emphasis on December 2001. The current emergency accounts for a traumatic cutoff point for 
CSO-PSs, the economic standstill has increased the wants o f  these communities to unheard of levels. 

Demand boom. The emergency has caused a skyrocketing expansion of demands towards CSOs. The 
growing pressure exerted on food, health and employment assistance becomes evident. The inclusion 
o f  new settlements and the activity diversification are mentioned. 

Impact on CSOs activities. CSOs feel their capabilities are flowing out. Moreover, the relevance o f  
the food issue in poor sectors shifts priorities and planning. 

CSOs resort to multiple strategies: self-production o f  food and products for sale or consumption, 
“pushing” (pressurelmanagement) before public and private entities to get commodities. 

The appeal to the mass media and pressure action (demonstrations, road blockades, lockouts, etc.) are 
extreme resources to get funding as there are no efficient channels available to CSO-PSs. CSO-MSs 
would avail o f  a “wider” range o f  strategies to demand to and interact with the State. 

In the face o f  the emergency, CSOs respond by extending their coverage and diversifying their 
benefits, although decreasing the quality o f  their benefits. Unlike CSO-PSs, those from mid sectors 
also encompass specific interests and issues related to keeping up with the consumption conditions 
reached in the past decade. 

Argentina’s crisis and i t s  impact on household welfare, Ariel Fiszbein (World Bank), Paula Giovagnoli, (World 

OSC’s: Organizaciones de la Sociedad Civil [Civi l  Society Organizations, CSOs]. CSO-PS (poor sectors) and 

Methodological development o f  ERES team based on the review o f  methodologies used in different texts o f  the 

Bank), Isidro Adfiriz, September 2002 

CSO-MS (mid sectors). 

Bank such as Voces de 10s Pobres, Empoderamiento y reducci6n de pobreza, and many materials produced by  
the civi l  society and social development team. 
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New productive forms. Particularly, network leaders insist on the need to focus efforts on productive 
activities. They hold that existing capabilities reemerge: productive undertakings and community 
vegetable gardens, among the traditional poor, the movement of recovered companies, and cooperative 
associations and assemblies, among the impoverished mid sector. Besides, shoe workshops, 
production for barter (mostly for food), bakeries, community wardrobe, among others, are mentioned. 

Involvement. Together with the traditional importance of female involvement, there i s  more male 
involvement in CSOs from the Programa Jefes (Chief Program); and there are difficulties to involve 
the youth. Aligned with these trends, networks are appraised as the place for involvement and 
organization. They visualize more identification between mid and low segments: picketers and pot 
banging. 

The State role. In CSO-MS leaders’ speeches, the relation with the State i s  dyed by a general distrust 
in politics. 

Both sectors reject the clientelist articulation with “punteros politicos ” (political chiefs) and the 
execution o f  programs using these structures; and they share an extremely critical vision on the State 
role (absent and in a standstill) in the face of the crisis. They refer to the unfair income distribution and 
to corruption. 

Social programs. There i s  agreement on the Program diagnosis: clientelism, corruption and abuse 
cases, slowness, inefficiency, discontinuity, insufficiency and no information about them. CSO-MSs 
see the social policy as “bribery,” “assistance,” corruption breeding place. Emphasis i s  laid on the 
need to focus on genuine productive programs. 

As to the Jefes y Jefas (Male and Female Chief) Program: CSO-MS leaders assess i t  negatively 
money-wisely (“it’s trash, $MI”), and due to the political maneuvering around it. Besides, it i s  
considered that the State should not build up more foreign debt to fund social plans. I t  i s  stated that 
fresh loans should foster production and an upturn o f  the domestic industry. 

In the case o f  CSO-PSs, the agreement on the clientelist use and corruption cases, poor job quality and 
insufficient amounts are counter balanced by a positive connotation linked to both i t s  impact on the 
poorest of the poor and the possibility for social inclusion resulting from a job-related identity and a 
more paradigmatic vision. 

Social control. More transparency and involvement o f  organizations are claimed. In connection with 
Consultative Councils, both sectors severely criticize them due to political maneuvering. 

International agencies. Both sectors strongly criticize international agencies and make them 
responsible for the crisis and accomplices o f  corruption and clientelism in programs. In contrast, in 
CSO-PSs they always refer to the need to implement direct relations with CSOs without the state 
involvement. 

Public services and social security. The crisis caused more restriction to access services and the 
social security system in both sectors. Regarding services, the testimonials show a very poor 
evaluation of privatized business management and the privatization process per se. The 
implementation o f  social rates i s  very restricted and does not take into account the new characteristics 
of poverty. The obras sociales (state-run medical insurance) are considered as benefits in extinction 
due to the impact o f  hyper unemployment. In this regard, the overburden o f  health care services i s  
directly linked to the larger demands o f  mid sectors. 

The implementation of the Chief Plan (“makes you close your month for $150”), and the delivery o f  
food bags and the provision o f  eating facilities have helped reduce claims. But CSO leaders refer to 
increased conflicts and the flare-up o f  prostitution, drugs, alcohol and abject poverty. 
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Social conflicts. When addressing this issue, two differentiated aspects stand out in connection with 
mass violence outbreaks and crime-related violence. Regarding the former, the organizations 
perception i s  that o f  dormant “social violence” not yet unleashed, in part, due to the CSO work. Along 
this line, several interviews exemplify how the Organizations were the single containment in 
December outbreaks. Reference i s  also made o f  the Chief Plan. And partly because “people s t i l l  have 
some hope,” divergent visions, both positive and negative, appear pointing out that the Plan i s  a social 
control mechanism. I t  i s  pointed out that there i s  repression and that leaders are harassed. Internal 
strains seem to widespread in the territory. 

Regarding the second aspect, crime-related violence, i t s  sustained increase and the police aiding and 
abetting are pointed out. The poverty criminality and increased police repression are also mentioned. 
The core issue i s  the youth as there are no social policies for them. 

5. The Impact on families 

Strategies before the crisis. There i s  a feeling of widespread frustration. Both sectors talk about 
critical conditions: growing employment, work in the black market, increased working hours and 
reduced salaries, straitened circumstances and self-employment. 

The “changas” (being between jobs) and street selling are used but they do not satisfy the basic needs. 
There i s  a growing household economy, barter and micro undertakings. I t  i s  said that the “cartonem” 
(people who pick up trash) and other alternative strategies are on the fall. There i s  an increase in 
products made in community vegetable gardens and at home (jams, bread, pastas). CSO-PES state that 
all the family members go to the labor market and children’s work increases. There i s  an advent o f  
community tailors, everything i s  recycled. Gas i s  replaced by gas decanters, coal or firewood; beef by 
soy. People buy at bulk and switch to cheaper brands. People walk more or use bicycles or horses. 
When electricity i s  cut off people resort to illegal use. 

Impoverished mid sectors also suffer from many consumption changes: they use cheaper products, buy 
products on sale, cut o f f  beef and sugar consumption. They cancel: cable TV, cellular phones, fixed 
telephony, movie tickets, theater tickets, restaurants, books, CDs, soft drinks and newspapers. They 
sel l  their cars or do not use them anymore. They replace public transportation by bicycles, motorcycles 
or walking. 

Access to health care and education. CSO-PES hold that hospitals do not have medication, inputs, 
and equipment and cannot satisfy the demands. There are long lines in the small hours to get an 
appointment. People do not have money to buy medication. Physicians prescribe alternative 
medication. Already eradicated diseases reemerge: tuberculosis, hepatitis B. OCS-MEs state that 
prepaid medicine plans have reduced service quality and charge high interests. There i s  an increasing 
number of uncovered families who resort to public service where they find the same issues as in the 
private sector. They buy fractionated medication and see the doctor only for emergencies. 

Both sectors agree that poor children attend school to eat and others do not go because they have no 
school items, clothes andor shoes. The public school i s  packed with students coming from private 
schools. CSO-MEs stress this issue in private schools and universities. 

Family changes. Both sectors agree that families enlarge, some get closer, others split. I t  i s  tough to 
recognize themselves poor. There appear: role changes, frustration, low self-esteem and violence. 
Women multiply their tasks. I t  i s  pointed out that women have a more proactive attitude. Teenage 
pregnancy and child prostitution are on the rise. There i s  family violence, fights, separations, battered 
children, overcrowding and promiscuity. There i s  despair and fear for the future. Fears, drug and 
alcohol use, stress, depression, addictions, phobias and suicides increase. Teenage pregnancy, 
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divorces, more intolerance to intra-family relationships, conflicts and aggression grow. Emigration 
goes up. CSO-MEs report an increased crime rate, specially against property. 

6. Conclusions and proposals 
0 Causes and consequences of the crisis. Interviewees considered the current crisis as the worse in 
the Argentine history. The difference seen between CSO-PSs, who link it to December 2001 and CSO- 
M S s  who give a more elaborate discourse and analysis o f  the key historical and political scenario, 
shows that the current emergency i s  a traumatic cutoflpoint for the most needy who suffer from 
economic standstill through to an unheard of level of poverty and indigence. While representatives o f  
organizations consider unemployment as one of the major hubs of the present situation, the idea that 
the economic and political model i s  under a crisis prevails. This causes different reactions: on the one 
hand, discouragement and skepticism towards the prospects o f  recovery and alternatives and, on the 
other, enthusiasm among those who see the current situation as the opportunity for a radical change. 

0 Social crisis and C S O  political role. Even though the strong criticism on the model i s  
supplemented by more t rust  by the communities in their own capability to change reality, this 
perception boils down to (except for network leaders and part o f  CSO-MS members) issues related to 
their own communities, and program or service management. This seems to point out that they 
perceive themselves more as social players than political players. Politics, in general, seems to lack 
legitimacy. Despite the December 2001 events and the strong crisis o f  representation, there i s  a non- 
political discourse among participants which prevents them from considering themselves as a political 
choice that might express the social collective mind. 

0 C S O  priorities. As shown in ERES I, faced with the emergency CSOs still see themselves as the 
last social containment level. While both sectors clearly identify that the deteriorating l iving 
conditions are many-sided, for poor sectors food emergency i s  s t i l l  the core issue. For CSO-PSs, the 
deterioration reached by communities and families cannot further worsen without breaking the 
organization capabilities and causing a new wave o f  protest and demands towards the State. Moreover, 
the relevance o f  the food issue in poor sectors shifts priorities and planning at CSO-PSs. Among CSO- 
MSs, emphasis i s  laid on the health system lack of articulation and stagnation. They hold that labor 
relations not supported by a framework o f  social security would transform the dynamics prevailing for 
over half a century used by citizens for access and for improving the population’s l iving conditions. 
This leads us to think that there should be strategies in place to face a high health risk situation. 

0 State role. All the groups perceive the “disappearance” and stagnation o f  the Sate in the face o f  
the social emergency. There i s  a profusion o f  testimonials about the noticeable deterioration process o f  
social programs, health, education and social security; basic benefits the State should provide. All the 
time they claim for more State and less market. 

The C S O  role with the community and the State has changed. The relevance recovered from this shift 
has been translated by many CSO-PSs into local management capability, and i t  seems i t  i s  not merely 
to “put out fires” in the emergency. All the CSOs believe they have gained hierarchy and their actions 
have been revalued. This i s  contrary to the increased involvement and demanding capabilities. 
Besides, they are viewed as the true choices that give way to new practices and involvement 
modalities (picketers, assembly members, consumer associations, etc.) more actively than the State. 

0 Increased demands to  CSOs. Locally, they had to provide services which were traditionally 
covered by the State and without increasing their resources. Given the continuously growing poverty 
and resulting demands their capacities overflow. This raises future questions around the tiredness 
currently shown by their main leaders. 

0 Network  strengthening. To address new issues and diversified populations, leaders underscore 
the need to increase solidarity among CSOs (networks and alliances) and to jointly work with small 
producers and middle class sectors. They also insist on improving communications among 
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organizations in order to solve data access issues. This many times explains how impossible i t  i s  to 
manage resources in due time and course. 

0 Social programs. As to the relationship with the State, all the segments unanimously reject the 
clientelist articulation with “punteros politicos” and the execution o f  programs using these 
structures. In turn, there i s  a need to penalize fraudulent action and corruption in the use o f  state funds 
within CSOs themselves. Moreover criticism i s  raised about the “mediation” role played by NGOs and 
“technical” foundations, which not always ease access to the resources o f  public and international 
agencies. CSOs perceive themselves as the best international fund managers and show themselves as 
an alternative. 

Both sectors agree on the Programs diagnosis: clientelism, corruption and abuse cases, slowness, 
inefficiency, discontinuity, lack of access and no information about them. State funding of services 
and social programs i s  sheer uncertain. There are age groups (teenagers and the elderly) fully 
unprotected by the programs. 

As to the FemaleMale Chief Plan, differences are posed about the perspectives o f  community-based 
organizations and impoverished mid sector organizations. Both sectors agree on the criticism to the 
clientelism and Corruption in the Plan management. For CSO-PSs, it would have a key role in 
containing the most vulnerable communities. I t  creates certain distributive and reactivating action and 
this work force i s  used in the social work sector led by these entities. They raise the issue o f  removing 
current restrictions (consideration, family allowance, etc.) and increasing amounts. They warn that if 
the program falls, the organizations are not going to be able to contain or address issues o f  violence 
and social conflicts. In contrast, mid sectors even reject the social policy as they consider it as 
“briberies” or “assistencialism ” and strongly criticize increasing the public debt for these purposes. 
They understand that these resources should be allocated to promote “genuine” jobs and productive 
development. 

0 International agencies. Toughly criticized by both sectors, blaming them for the crisis and 
considering them as accomplice to the corruption and clientelism o f  programs. However, in contrast, 
CSO PSs always refer to the need to implement direct relations with CSOs without the state 
mediation. 

0 Social control. Both sectors suggest more control over social spending and the need to improve 
participation tools, specially Consultative Councils which would be subject to political maneuvering in 
many instances. 

0 New productive forms. One way to address the crisis from the communities i s  to increase 
productive undertakings and community vegetable gardens among the traditional poor, barter, 
movement o f  recovered companies, cooperative associations and assemblies, among the impoverished 
mid sectors. There are contrary views about these activities. On the one hand, some believe they fulfill 
the twofold purpose of recovering knowledge and the organization capacity outside the market 
relations currently under crisis, and improve the consumption and income o f  these communities. On 
the other hand, some consider them as degraded forms o f  work; some shelter fraudulent practices, do 
not have chances to support themselves and go back to previous stages o f  welfare and consumption. 
When analyzing the different clusters, it calls our attention that productive proposals are alike, there i s  
no specificity by the characteristics typical o f  each cluster, they may respond to a standardized matrix 
impacted by technicians and leaders more than by the community needs. 

0 Change of values. There i s  a shift from the individualistic paradigm o f  the 90s, and increased 
solidan’ty and involvement. Simultaneously in some groups there are comments about the increased 
individualism and fragmentation o f  communities. In CSO-MS members there i s  a persisting 
stigmatizing view o f  poor sectors which translates into loss o f  willingness to work and comfort with 
social welfare. 
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0 Changes in involvement. Some changes stand out: together with the traditional relevance of 
female involvement, there i s  more male involvement within CSOs from the Chief Program and 
women’s encouragement. There i s  an increased exchange o f  roles in community work. Women 
increase direct access to resources. They also point out more difficulties to include young people. In 
addition, this i s  a historical time o f  high identification between mid and low segments which mutually 
leverage each other. 

0 Public services. Difficulty to access public services. Several strategies come up including even 
clandestine ones. In this regard, a social rate i s  implemented with very restricted coverage among the 
structural poor, which does not take into account the situation o f  the new poor. 

0 Conflicts. The impact o f  the crisis on the community i s  also seen through increased conflicts and 
daily violence, prostitution, drugs, alcohol and abject poverty. There i s  a perception o f  dormant “social 
violence” not yet unleashed, in part because o f  the CSOs work per se. In this connection, several 
interviews exemplify how during December outbreaks the Organizations were the single containment. 
The growing security issues relate to two kinds o f  causes, on the one hand, lack o f  jobs, education and 
housing and, on the other, corruption o f  the police as an institution. The danger o f  poverty criminality 
and youth stigmatization are mentioned. 

0 Families faced with the crisis. CSOs say that the crisis has caused different family changes in 
several directions: at structure, composition and internal relationship levels. These are not lineal 
changes. There are permanent readjustments and relocations. There i s  heterogeneity among families of 
a same sector or community, and also inside each family. The perceptions o f  the family outbreak and 
the family i s  the single shelter coexist. 

In households there i s  a wide range o f  jobs from formal to degraded ones. Likewise, unemployment o f  
chiefs and the deteriorating salaries stress the trend to redefine roles and duties. In some cases this i s  
due to the fact that women go out to work and, in others, because o f  loss of jobs and replacement for 
household chores. Regarding children, there i s  a growing child and teenage labor both inside 
(invisible) and outside the home. The deteriorating purchasing power o f  pensions and retirements turns 
the elderly into an additional burden to the household. Faced with the alarming deterioration o f  
income, some people deny the existence o f  their families to get access to grants. 

Income shrinkage and difficulties in getting a job cause changes in the household size: this takes two 
directions, into the households when they have to welcome members who cannot make ends meet by 
themselves, and out o f  the household when the most competitive members migrate to other labor 
markets. 

On the other hand, there i s  a strong consumption shift. Expenses are removed, second best brands are 
used, services are reduced or replaced by cheaper alternatives. The difficulty to maintain private social 
links i s  mentioned as people are unable to return invitations to others. 

As to health care, the family strategy has been to resort to public hospitals and to reduce the use o f  
health care systems and medicines. There might also be changes in the educational strategy: increased 
pressure on public schools and difficulty to support children’s college education in mid sectors. 

Participants insist on the increased conflicts inside families: more family violence, fights, separations 
and battered children, among others. There i s  despair and fear for the future. 

0 Summary of Proposals 
In different regions, from the local vision there emerged a set o f  proposals stated below. 
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Table 1: Summary of Proposals submitted by Social Organizations to overcome the crisis 

Job creation 
Create genuine jobs. Reopen factories, support micro undertakings, employ Chief labor. 
Use loans from multilateral agencies to revitalize public work and create jobs. Have international credit 
Agencies focused on actual and doable productive undertakings. 

Strengthening of Social Organizations 
Generate, promote and strengthen legal and financial conditions for small business development. 
Have the right social program to face the crisis and promote and reinforce SMEs. 
Create common places to meet, exchange experiences and articulate actions. Create networks for 
exchanging human, technical and professional resources and services and monitor and control 
programs. 
Survey and advertise existing organizations that take solidarity action to face the crisis. 
Train CSOs to know how to put up and manage projects and to receive international aid directly. 
Provide incentives and educate for involvement. 
Think about public policies to strengthen CSOs: training in management, financial statements and 
technical teams 

Social Audit 
Control screening o f  social program beneficiaries. Match data o f  al l  the social programs in order to get 
a single l i s t  o f  beneficiaries. 
Reactivate Consultative Councils and ensure involvement o f  all the sectors. 
Organize involvement by  assemblies coordinated with representatives o f  social programs. 
Request credit agencies to directly contribute to specific projects o f  the organizations and have audits o f  
credit grantors, including financial statements and accountability to ensure transparency. 

Access to public services 
Create a social service rate for producers and small consumers. 
Introduce restricted consumption plans, e.g., water plans to ensure survival in exchange for a lower rate. 
Regularize payments and avoid delays in agreement fulfillment. 

Social programs 
Make programs flexible and adjustable to the community needs. 
Secure funds for materials and tools in program projects. 
Further new food-related activities, adjust allocated amounts to the current price scenario. Support 
eating facilities that operate with micro undertaking. 
Control consideration o f  Household FemaleMale Chief Plan, provide more flexibility and space to 
csos. 
Have the Federal State control the relation between local governments and large laboratories. 
Build youth programs for the development o f  CSOs and their communities. 
Foster the relation o f  universities with the creative resources o f  people and CSOs. 
Strengthen land regulation activity. Claim for improvements in community facilities. 
Train the population based on the area requirements. 
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1.  iWhy did poverty grow more in 2002 than during hyperinflation? 

In the second quarter of 2002, poverty reached 53% of the population; in its most 
extreme form - indigence, it reached 25% of the population. These levels of privation to 
access basic baskets are the highest in contemporary Argentine history, even higher than 
those reported for 1989's hyperinflation. 

Regarding the last quarter of 2001, the leap was of more than 14 points for poverty 
and of almost 13 points for indigence. In just six months, the number of poor grew 40%, and 
the number of indigents doubled. 

This is largely the result of the price increase that followed devaluation; between 
January and May 2002, the cost of the total basic basket, which defines the poverty line, 
rose 36%; on the other hand, the cost of the basic food basket, which defines the 
indigence line, had a 43% increase , 

However, the key to understand what happened lies in high unemployment - which 
keeps growing since the beginning of the crisis in the second semester of 1998- and in the 
changes produced by labor market adjustment mechanisms. 

Although it is very important indeed - mainly after eight years of total stability- the 
post- devaluation price rise is just a fraction of the one experienced during the 
hyperinflation period of the late eighties and early nineties. Between April and September 
1989, consumer prices rose 1600%, that is to say, 60 times more than between January and 
May 2002. Nevertheless, the incidence of poverty is now stronger (2 points higher) and the 
incidence of indigence is notably higher (6 higher) than then. 

LWhat is the reason for more poverty than during hyperinflation? The great 
difference is unemployment. During hyperinflation, there was 7% unemployment, just one 
third of the current level. In this context of low unemployment, nominal wages were 
partially adjusted: between April and September 1989 wages rose 1 1 times. 

At the end of convertibility, instead, unemployment had almost reached 20%. 
Between May 2001 and May 2002, the 8% of existing jobs was destroyed. In these 
circumstances, wage earners' capacity to renegotiate nominal wages was practically null, 
Moreover, till the first quarter of 2002 -but having started the year before- one out of three 
formal companies reduced nominal wages; the average reduction in these cases was 
15%, with a pondered impact on total wage earners of 5.5%. 

The new wage index of INDEC, which includes private reported wage earners, un- 
reported wage earners and public wage earners, shows that till July 2002 there were 
practically no increases in nominal remunerations. The downfall of economy's mean real 
wage in the semester following devaluation was 23%, just three points lower than during 
hyperinflation. 

Combined with the additional loss of jobs (between October 2001 and May 2002 
around 400,000 people stopped earning income), this produced a 26% decrease in the 
real income of households. 
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EVOLUTION OF REAL WAGE IN 2002 
(December 2001 base = 100) 

Total Reported Un-reported Public wage- 
private wage- wage-earning earning 
earning 

January 97.4 97.5 97 -0 97.6 
February 94.3 94.5 93.6 94.6 
March 90.7 90.9 89.7 91 .O 
April 82.1 82.3 80.7 82.4 
May 79.0 79.4 77.0 79.4 
June 76.3 77.1 73.8 76.6 
July 78.5 84.0 71 .O 74.2 
August 77,2 83.1 68.9 72.8 
September 76.2 82.2 67.6 72.1 
October 76.1 82.4 66.9 71.8 

Source: based on INDEC Wage Index and Consumer Price Index 

EVOLUTION OF NOMINAL AND REAL WAGES BETWEEN 
DECEMBER 2001 AND OCTOBER 2002 
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What is perhaps more important to understand the increase of poverty, measured 
against the cost of the basic total basket, is that the mean real wage of employed workers 
fell 29% this time (it had fallen 26% by May); with relation to the cost of the basic food 
basket - that is to say, measured against the indigence line - the fall was of 33% (it had 
fallen 30% by May). To this we should add the effect of the downfall of employment. 

The rise of prices with constant or declining nominal incomes is key. With every point 
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that the cost of the basic food basket goes up, the number of indigent people in Greater 
Buenos Aires rises by almost 19,000 and by nearly 50,000 in the entire country. 

It seems clear, therefore, that high unemployment (or devaluation in a high 
unemployment context) is what ultimately explains why, with a relatively moderate level of 
inflation, poverty and indigence grew so much. 

POVERTYANDUNEMPLOYMENT 
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Source: Proprietary anabisb based on Penmnem Households Survey, INDEC, Greater Buenos Aires 

2. What is the breakdown by factors of the recent leap of poverty? 

The 21 5% unemployment rate in May 2002 gives an idea of the dimension of the crisis. 
Some 3 million people (40% of them are heads of households) are out of work. 
Notwithstanding its intensity, open unemployment does not reflect the magnitude of the 
problem. 

A more accurate measure is the employment rate. Its variation reflects not only the 
changes in unemployment but also in labor market participation. In May, the employment 
rate was 32.8% (i.e. one out of three individuals are employed). This implies an inter-annual 
downfall of 3 percentage points. This level is largely the lowest since the beginning of the 
labor crisis (3.1 points lower than the average for the decade and 2 points below the level 
recorded during the Tequila crisis). 

The fail of the employment rate is the result of an increase of 5.1 percentage points 
in unemployment and the simultaneous reduction of one point in the activity rate. 
Between May 2001 and May 2002 the amount of unemployed workers grew by 660,000 
and at the same time 170,000 people withdrew from the labor market. The latter are 
discouraged unemployed workers. 
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The relevant datum, then, is the decrease in employment. Since May 2001, 825,000 
jobs were lost (500,000 since October), all of them in the private sector. This implies a 
reduction of nearly 8%, the most intense since the outset of the crisis. In the private sector, 
this decrease reached 8.9%. 

The decrease in labor demand, however, is higher than it is reflected by the 
reduction of the employment level. This is so because, apart from the loss of jobs, there 
was a major decrease in the number of worked hours. An estimation made by the Greater 
Buenos Aires Secretariat of Economic Policy reveals that employment corrected by worked 
hours decreased 15.1%. This is the best indicator of the evolution of labor demand. This 
decrease is very similar to the one experienced by the activity level in the first semester of 
2002, what leads us to infer that the product elasticity of labor demand is almost equal to 
one, This is bad news for the descending phase of the cycle, but could be positive for the 
recovery phase. 

The effects of the labor demand downfall and of employment contraction on 
income are evident. Even if we assume that there had been no adjustments on nominal 
remunerations, the drop of labor incomes is strong. But the truth is that there were 
reductions on nominal wages, partly due to adjustments, partly to reduced worked hours 
and to formal employment's setback. 

In the Greater Buenos Aires, according to an estimation of the Secretariat of 
Economic Policy of the Ministry of Economy, in the May 2001- May 2002 period, the mean 
nominal income of the main occupation dropped 6.5%. Combined with the decrease in 
labor demand, this throws a 15.4% contraction of nominal labor income. 

In this context of high unemployment and nominal income reduction, the post- 
devaluation rise in prices played a major role. Till May retailer prices rose 23%. This means 
that, all factors considered, in real terms labor income decreased 31%. This process 
continued at least till July, when the government decreed an increase of $100 (which was 
paid in August) for private sector reported wage earning workers. Anyway, the effect of 
this rise is limited, as reported private wage earners represent not more than one fifth of the 
active population. Such a loss had not been reported since hyperinflation in 1989. 

The breakdown by factors of the fall of real incomes in the first semester of 2002 
shows the following: approximately 30% is due to the fall of employment; 20% to the mean 
nominal income reduction (which includes a decrease in worked hours) and 50% to the 
post-devaluation prices rise 1 ,  

1 This estimate is based on data for the Gran Buenos Aires drawn from the EPH by the Secretary of 
Economic Policy, Ministry of Economy ('Sifuaci6n Ocupacional del Gran Buenos Aires, Mayo 
2002'3 
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BREAKDOWN BY FACTORS OF THE 
REAL LABOR INCOME DOWNFALL 

May 2002 -May 2002 

Household income $181 $329 $ i i i 4  
Household per capita income $36 $78 $45 1 
Average income by wage earner $137 $227 $67 1 

Effect of 
labor reduction Effect of 

oost-devaluation - price rises 
49% 

Effect of 

income 
reduction 

21 % 

Source: Propriebry ambsis based on &la from INDEC and the Secretaml of Ecommc Policy, Ministry of Ecomny 

3. Unemployment among the poor is three times higher than among the non- 
poor, and when the poor find a job, they ear three times less 

Poverty is associated to some socio-demographic characteristics, such as 
household size or lower education level. However, unemployment is the decisive factor. 
In poor households, one out of three economically active members is unemployed; in 
indigent households, this ration is over 40%. 

CHARACTERISTICS OF HOUSEHOLDS COMPARED 
(May 2002) 

Indigent Poor Non - poor 
households households households 

Yo of households 18.0% 41.4% 58.6% 
Yo of population 24.8% 53.0% 47.0% 

Size of household 4.76 4.42 2.77 
Years of education 8.6 9.2 12.4 

member has social coverage 

Economic participation rate 56.8% 57.8% 68.2% 

% of households where at least one 9.0% 25.8% 49.8% 

Unemployment rate 44.5% 33.6% 12.5% 
Employment rate 31.5% 38.4% 59.7% 

Source: proprietary analysis based on the Households Survey 
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Interacting with the size and composition of the household (the poor have 1.7 members 
of inactive ages more than non poor households) this determines an employment rate that 
is 21 points lower. In indigent households, it is 28 points lower, that is to say, almost half than 
in non poor households. 

The downfall of employment measured by income, on the other hand, is substantially 
lower. In poor households, the average monthly income by earner is $227 (the cost of the 
basic total basket for an adult is $232) and in indigent households it is of barely $137 (the 
basic food basket for an adult costs $105). This means that, when the poor find a job, they 
earn one third of what - on average - the non poor earn; indigent workers earn a fifth. 

In this context, the post-devaluation rise in prices had a very strong effect on the real 
income of poor households. Although labor indicators had marginal changes, purchasing 
power fell 23% measured against the cost of the basic total basket, and 26% with relation 
to the cost of the basic food basket. 

This means that with the incomes earned by employed members, poor households, 
which on average have 4.4 members, were able to buy 2 basic baskets in October de 
2001, and in May 2002 were able to buy only 1 -6 basic baskets. 

POOR HOUSEHOLDS INCOME 
May 2001 - May 2002 

May 2001 Oct. 2001 May 2002 
Cost of total basic basket $153 $150 $203 
Cost of basic food basket $63 $61 $86 
Average income of poor households $326 $307 $329 
Per capita income of poor households $70 $67 $78 
Average income of indigent households $158 $157 $181 
Per capita income of indigent households $30 $29 $36 

Source: proprietary analysis based on the Households Survey 

4. The labor market is now more procyclic than in the first five-year period in the 
nineties 

Although last year it was particularly intense, the incidence of labor deterioration on 
poverty growth and social disruption started before. Since 1994, the average 
unemployment rate has been 15.5%. 

Notwithstanding its persistence, unemployment showed different degrees of 
association with the economic activity level. Measured by product-employment elasticity, 
in the early nineties this association was very low. Between 1990 and 1994 - until the Tequila 
crisis broke out- this elasticity was of just 0.20; if we consider the 1991-1994 period, that is to 
say, from the beginning of convertibility, elasticity was 0.14. 

What underlies this poor performance in terms of job creation in a period of high 
economic growth is the extraordinary increase in productivity (value added) by worker: 
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7.3% annually between 1990 and 1994 (and 7.6% annually in the 1991-1994 period). This is 
related to significant improvements in work organization and management, but also to a 
change in the relative price of factors, which was unfavorable to work force utilization. In 
this period, the unit labor cost increased 18%. 

EVOLUTION OF THE MAIN LABOR VARIABLES 
1990-2002 

~~~~ ~ 

Year Activity rate Employment rate Unemployment rate 
1990 39.1 36.1 7.5 
1991 39.5 37.0 6.4 
1992 40.0 37.2 6.9 
1993 41 -3 37.2 9.6 
1994 41 .O 36.3 1 1  -5 
1995 42.0 34.7 17.5 
1996 41.4 34.3 17.2 
1997 42.2 35.9 14.9 
1998 42.2 36.9 12.8 
1999 42.7 36.7 14.2 
2000 42.5 36.5 15.1 
2001 42.4 35.1 17.4 
2001 42.8 35.8 16.4 

2002 41 -8 32.8 21.5 

Source: INDEC, Permanent Household Survey 
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Economic growth based on productivity rises and not on employment converged 
with the acceleration of work force supply. The gross activity rate, which was 38% in the 
eighties, rose to 38.8% in 1990-1992 and to 39.7% in 1992-1994. In this context, it is 
understandable that unemployment had grown so much in a period of great economic 
expansion. 

However, it does not mean that unemployment cannot go down, nor does it imply 
that the "normal rate" should be so high. A restructuring shock as that of the first half of the 
nineties, with a productivity growth over 7%, is not the rule but the exception. 

After the shock, employment-product elasticity necessarily improves. This elasticity, 
which was so low in the first five years and had a declining tendency, reversed to a 
significant 0.70 at the beginning of the second five-year period, as it rose with the aid of an 
improvement on non-wage labor costs. This made unemployment go down 6 points in 
(just) the two years of the post- Tequila expansive cycle. 

Job creation in 1996-98 reached a record with an annual rate of 5.5%. With this 
elasticity, each extra growth point over the 3.5% threshold necessary to absorb the 
increase in labor force reduces the unemployment rate in 0.6 percentage points. 

The bad news is that labor demand is now more procyclic in both directions, that is 
to say, not only upwards but also downwards. This is evident since the Tequila crisis when, 
with a 2.8 product fall, employment went down 2.9% and unemployment climbed to 18.5%, 

This closer association between the performance of the labor market and the level 
of activity has made that what was earned in the post-Tequila two-year period was lost in 
the recession that started in the second semester of 1998. Unemployment, which had 
gone down to 12.4%, rose to 18.4% in the third quarter of 2001. Obviously, the crisis 
became stronger in the last quarter of 2001and in the first quarter of 2002 the situation of 
labor worsened; the unemployment rate went over 21% and employment fell to an inter- 
annual rate of almost 8%. 

The social effect of the drop in activity level is not limited now to the faster 
adjustment of labor demand but it encompasses the income and working conditions of 
employed workers. Until the Tequila crisis, the market adjusted itself mainly by quantities. 
This had to do with the rigidity of nominal wages in the formal sector to go down, which 
was associated to the persistence of previous institutional arrangements. Now, as the result 
of changes in some of those institutions (notably the reduction of labor stability) but mainly 
of the weaker negotiation capacity of wage-earning workers caused by the high level of 
unemployment, there are also adjustments by prices. 

In other words, with the current behavior of the labor market, both wages and 
employment fall in recession. 

Between the beginning of the crisis in the second semester of 1998 and the third 
quarter of 2001, while private formal labor fell nearly 9%, nominal wages were reduced 
5.5% on average. Besides, more than half of companies reduced or suspended benefits. 

The flexibility of wages to go down, very marked in 2002 as a result of inflation, 
prevents unemployment from growing further (it even explains the stabilization of formal 
employment in the third quarter), but extends the cost of the adjustment to wider social 
sectors than in the past. 
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ECONOMIC GROWTH AND THE EVOLUTION OF LABOR 
1994-2002 

~~ ~ ~ ~ ~ ~ ~ ~ _ _ _  

Year GDP growth Growth of Growth of 
employment unemployment 

1/ 1/ 

1994 5.8 -0.5 34.9 
1995 -2.8 -2.9 34.4 
1996 5.5 0.9 21 -4 
1997 8.1 6.3 -1 0.0 
1998 3.9 4.1 -7.4 

m 1999 -3.4 0.9 0.7 
@ 2000 -0.5 0.4 12.5 
m 2001 -4.4 -0.7 16.2 

- Including Plan Jefes 2/ -1 1.0 - 1 , l  18.8 
- Excluding Plan Jefes 3/ -3.6 29.3 

@ 2002 

1 / Annual average of data from May and October EPH. 
2/ In 2001, Plan Trabajar and other provincial and municipal temporary employment programs. 
3/ It has been assumed that 75% of the beneficiaries of the Plan Jefes were economically active and 
unemployed at the moment they were awarded the subsidies. The remaining were classified as 
formerly off-the market and therefore non active when they got the subsidies (see estimates of 
adjusted labor market indicators, in section on the employment situation in Section 9). If all the 
beneficiaries of the Plan Jefes were classified as unemployed (Le. assuming that all of them were 
economically active when they got the subsidies) employment variation would be -4.5% and 
unemployment variation 34.0%. 

Source: based on data from the EPH, the Directorate of National Accounts and the Secretariat of 
Economic Policy of the Ministry of Economy 

5. Unemployment grew much more in this crisis, but with different players than in 
the early nineties 

Not only did the intensity of the labor market adjustment to rises and falls in the level 
This is particularly of economic activity change, but there were also qualitative changes. 

true in the content of unemployment. 

A detailed analysis of the information suggests that there were two phases in the 
high unemployment of the last decades. These phases were very different. While in the first 
labor market crisis (1994-95) the main component of unemployment growth was the 
destruction of low productivity marginal jobs, in the present crisis (since 1998, but mainly in 
2001-2002) the predominant factor is the destruction of formal jobs in the modern sector of 
economy. 
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The first unemployment crisis (1994-1995) 

Contrary to what it is generally thought, there is solid evidence that the most usual 
causes mentioned -formal company restructuring and an increase in labor force supply- 
only explain half of the labor problem in the first half of the nineties. 

Even considering the effect of a change in relative prices, that would discourage 
the use of work force, jobs destruction in the formal sector accounts for not more than a 
quarter of the rise in unemployment that followed convertibility. Dismissals are the key 
indicator. During the period when the first big leap of unemployment occurred (1 994-1 995) 
individual and group dismissal in the formal sector accounted for just 1.5 of the 7 points that 
the rate grew; moreover, group dismissal or company close-downs account for not more 
than 1 point of this rise. 

On the other hand, the greater flow of labor force supply (60% more than in the 
eighties) accounts for approximately another quarter of the growth of unemployment. This 
is linked to the seventies' baby boomers that are incorporated to the market (an 
exogenous factor) and a 2 point rise in the activity rate. This rate concentrated on women 
without work experience and therefore with a high probability of becoming unemployed. 

A more important factor -and less frequently mentioned- in the rise of 
unemployment is the destruction of low productivity informal jobs. This explains half of the 
problem. In the said period, it was two times higher than the dismissals of stable wage 
earners in the modern sector, and 3.5 times higher than group dismissal related to 
restructuring. 

Paradoxically, this was the result of the convergence of the two greatest successes 
of convertibility: 

The first one was the stabilization and reorganization of the price system, which did 
not make it not viable for marginal producers to fix prices, at the same time as it led to a 
substitution of goods and inferior services, typically produced by informal workers, for 
cheaper ones of a similar or higher quality, which were imported or produced b y  the 
modern sector. 

The second was the growth of productivity. Productivity grew more than 30%, 
during almost all of the first five-year period, in contrast with the 25% fall it had in the 
eighties. However, this was not a generalized rise but one that concentrated on a 
reduced number of companies. A very wide sector -clearly most of them on the market 
periphery- did not modernize. This unequal restructuring pace increases the heterogeneity 
of economy. Between 1993 and 1997 the productivity gap among the 500 largest 
companies and the rest grew from 3.4 to 5.5 times. 

When, as it happened in that period, the gap with the modern sector became wider, low 
productivity outdated activities left the market. The unemployment difference between 
each of the sectors is enormous: while in the modern sector redundancy reached lo%, on 
the market periphery it reached 27%. 

When the progressive effect of stabilization on household incomes was over, 
economic restructuring modified the employment role of the informal sector: after being a 
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place of shelter it became - at least during the transition- the sector were most workers 
were made redundant. 

The problem does not lie in the fact that the mean product by worker grew very 
much but in the fact that it did not grow at all in the more outdated sectors. This suggests 
that it is not modernization by the difficulty to adjust to it what produces high 
unemployment. The concentration of productivity growth is the main link between 
economic reform and the rise in unemployment in the first five years of the nineties. In this 
context, it is the change in the employment role of the informal sector what is largely 
behind the rise in unemployment and also poverty in the first five years of the nineties. 

The other implication of the analysis of this period is that the relationship between 
productivity and employment is not necessarily opposite; moreover, it can happen that 
higher productivity employment expands and lower productivity employment decreases. 
The evolution of labor in the private sector in the first five years confirms that 
notwithstanding the productive restructuring of companies and the unfavorable effect of 
the changes of the relative price of factors, aggregate employment in the formal sector 
did not decline but grew over 10%. 

The unemployment crisis between the end of convertibility and post-devaluation 

What happened towards the end of convertibility and the period that immediately 
followed is a mirror of the previous. While, as it was suggested, in the first labor market crisis 
the primary component of unemployment was the destruction of low productivity marginal 
jobs in a re-conversion context, in the current crisis the predominant factor is the 
destruction of formal jobs in the modern sector of economy. 

As it was indicated before, between May 2001 and May 2002, 825,000 jobs were 
destroyed (750,000 using population projections from INDEC), all of them in the private 
sector. The most suggestive datum, however, is that more than 90% of the jobs destroyed 
in this period are formal; out of them, two thirds are stable private reported wage-earning 
jobs. The destruction of these jobs reached 13.3%. 

This calculation is consistent with the evolution of private jobs reported to social 
security. In the first three quarters of 2002 there was a decrease of nearly 12% compared 
with the same period in 2001. Particularly in the month of May, the inter-annual downfall of 
jobs reported to social security was 12.5%. 

The total job loss in the formal private sector (considering formal non-wage earning 
workers) was of 12.9%. a destruction pace that was over 1 % per month. 

This means that in this stage, the destruction of employment concentrated on the 
segment with better labor quality, the most modern and competitive. 
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EVOLUTION OF EMPLOYMENT IN COMPANIES WITH 
10 OR MORE WORKERS 

(Greater Bs. As., Cordoba, Rosario and Mendoza) 
September 200)- September 2002 

09/01 10/01 11/01 12/01 01/02 02/02 03/02 04/02 05/02 Off02 07/02 08/02 09/02 

Source SEL Consunores based on Labor Indicators Suwey (EIL) Ministry d Labor 

But as it was indicated before, considering the current behavior of the labor market, 
the adjustment is not just by quantities but - more and more often -by prices. To the 
reduction of nominal wages in the formal sector (5.5% till the third quarter of 2001) a much 
more intense fall of real wages occurred in 2002. The combined effect of both variables 
meant a 25% decrease in the real income of formal private wage earners between 
December 2001and September 2002. This change in the adjustment mechanism is what 
explains that since the third quarter, job destruction has stopped. 
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REAL LABOR INCOME 
IN THE FORMAL PRIVATE SECTOR 
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6. The new map of the labor market: deconstruction of the formal sector and 
informalization of the informal sector 

Out of the 14.3 millions of citizens on the labor market, at present not more than 5 
millions have a stable wage-earning legally reported job (i.e, the "classic" worker as 
defined by the labor legislation); among them, 1.7 millions belong to the public sector. 
Formal private wage-earning jobs -the capitalist core of the labor market- comprises a little 
more than 3.3 million people, that is to say, less than a quarter of the active population. If 
we add the approximately 1.6 millions of formal non-wage earners (employers and self- 
employed workers with capital) the formal private sector encompasses one third of the 
labor force. 

At the beginning of the crisis, in the second semester of 1998, the situation was 
different. On the one hand, unemployment was 9 points lower; on the other, the weight of 
the formal private sector in the labor force was almost 8 points higher. In absolute terms, 
this sector lost 670,000 jobs, nearly 12% of the jobs it had then. This is more than the total 
loss of jobs in economy, estimated to be a little over 400.000 jobs. 

Conversely to what happened in the mid nineties' labor crisis informal work gains 
presence, mostly in the outdated market periphery. Between October 1998 and May 2002, 
the number of employed workers in the informal sector grew by 170.000, The capitalist 
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core of the labor market is partially substituted by the subsistence economy segment. 

Although this increase in informal work is significant as it was produced in a context 
of total employment decline, it does not fully reflect the expansion of the sector on the 
market. In the labor force there are now almost 6.1 millions of informal workers, an increase 
of 720,000 (or 13.4%) with respect to the beginning of the crisis. Most of them are 
unemployed, This is related to the precariousness that is inherent to informal work and in 
particular with the modalities that are expanding more. 

The modality of informal work that is growing more in this period is intermittent work, 
which generates very low incomes and has great variability. In fact, it is the most 
precarious modality, the one with lower productivity, and the only one that is growing. 

Intermittent workers alternate short duration jobs - in some cases just a few months' 
long and in many others of a few days' duration - with generally short but recurrent 
unemployment periods. Its unemployment rate (in May 2002) is 39%, three times higher 
than that of formal wage-earning workers. Its average income (in May 2002) is $267, one 
third of what formal wage-earning workers earn. 

At the beginning of the crisis, in the third quarter of 1998, there were a little more 
than 2.4 million intermittent workers on the market. They represented 18.2% of the active 
population. In the second quarter of 2002, their number rose to over 3 millions, a 26% 
increase with respect to the previous year. At present, intermittent workers account for 
21 -3% of the labor force. They are just fewer than formal private wage earners. 

In the informal sector -all the more as it moves away from the capitalist core of the 
market- what matters is not so much the duration of each unemployment episode, which is 
generally short, For intermittent workers, the 
episodic element is not unemployment but employment. 

but its recurrence during long periods. 
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CHANGES ON THE LABOR MARKET 
1998 - 2002 

Employed workers 
In Public Sector 

Employed workers 
In Formal Private Sector 

42.7% 

In Informal Se 

Unemployed workers 
12% 

Employed workers Employed workers 
. .  

In Public Sector In Farmal Private Sector 

Employed work 
In Informal Sec 

31 .7% 
Unemployed workers 

21.2% 

Source: Proprietary analysis based on data from Permanent Household Survey and employment estimations for the total urban population from 
the Secretariat of Economic Policy, Ministry of Economy. 
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FORMAL PRIVATE WAGE EARNERS AND 
INTERMITTENT WORKERS (*) 

1998 - 2002 

2800000 
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2300000 

2200000 

2100000 

2000000 

1900000 

1800000 

1700000 

1600000 

1 5 0 0 0 0 0 ~  ~ - 7- 

1998 1999 2000 2001 2002 

I d e p o r t e d  Private Wage Earners +Intermittent Workers 

(*) Formal wage earners are workers employed at the time the survey was conducted. lntenninent workers, by the nature of the category, include both 
workers who were employed and those who were not in the week when the survey was conducted. 

Source: Proprietaly analysis based on Permanent Household Survey. 

DISTRIBUTION OF LABOR FORCE AND UNEMPLOYMENT BY SEGMENTS 
May 2002 

Labor force Unemployment 

TOTAL 100.0% 100.0% 

Public sector 12.7% 3.1 yo 

Formal private sector 
Formal private wage earners 
Formal non-wage-earning workers 

informal sector 
Stable un-reported wage earners 
Intermittent worker 
Domestic workers 

Employment plan beneficiaries and new 
workers 

40.3% 
27.7% 
12.6% 

42.4% 
12.8% 
21.3 
8.3 

25.8% 
20.1% 
5.7% 

58.6% 
1 1.4% 
36.9% 
10.3% 

4.6 12.5% 
~- 

Source: proprietary analysis based on the Permanent Household Survey (INDEC), May 2002. 
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UNEMPLOYMENT RATE BY INSERTION CATEGORY 
May 2002 

Stable informal wage earners 
Intermittent worker 

Unemployment rate 
TOTAL 2 1.4% 

12.4% 2 1.8% 498 430 
38.4% 39.4% 32 1 267 

Public sector 5.2% 

Formal private sector 
Formal private wage earners 
Formal non-wage-earning workers 

Informal sector 
Stable un-reported wage earners 
Intermittent worker 
Domestic workers 

13.9% 
15.7% 
9.8% 

30.5% 
20.5% 
37.6% 
26.8% 

Source: proprietary analysis based on the Permanent Household Survey (INDEC), May 2002. 

Under this perspective, intermittent work is the way in which long-term 
unemployment reveals itself (although statistically hidden) when social insurance is 
restricted to formal employment. It is worth recalling that in Argentina, only 7% of 
employed workers have access to unemployment insurance. 

What is very suggestive and accounts for the intensity of changes on the labor 
market is that in the crisis, intermittent employment displaces stable informal work 
modalities. In the first semester of 2002 stable informal wage earning workers had an inter- 
annual fall in labor of 18.5%. With relation to the second semester of 1998, the loss was of 
9.3%. 

This is not a minor point, as the loss of stability has strong implications even for 
informal workers: the unemployment rate of informal workers that go from stability to 
intermittence practically doubles, at the same time as their incomes are reduced in more 
than one third (plus the fact that till May de 2002, the incomes of intermittent work 
experienced a nominal inter-annual decrease of nearly 17% in nominal terms and of 32% in 
real terms). 

UNEMPLOYMENT RATE AND MONTHLY INCOME OF GREATER BUENOS AlRES INFORMAL 
WORKERS, 2001 -2002 

I Categories of informal workers 1 Unemployment rate I Labor income (in I 
current $> 

I 2001 I 2002 I 2001 1 2002 

Source: proprietary analysis based on the Permanent Household Survey (May 2001 and May 2002 data) 
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Although in an imperfect way, the income differential between stable informal 
wage earners and intermittent workers reflects the productivity gap between both informal 
categories. This differential is of 38% (a 3 point increase with respect to the previous year). 
The displacement of one for the other suggests that there is a deterioration of the mean 
productivity of labor in addition to the deterioration produced by the reduction of the 
formal sector. 

This reorganization of economy which is centered on the reduction of the most 
productive sector (that is to say, conversely to the reduction that took place in the mid 
nineties) again modifies the role of the informal sector, making it recover its traditional 
refuge role, although, as revealed by the displacement of categories towards it, in more 
precarious conditions. 

The tendency of informality and intermittence to rise on the labor market has, of 
course, significant social implications. Apart from the loss of incomes and the rise in 
unemployment risk, it implies exclusion from social security. The latter is tightly knotted to 
holding a formal job. When formal employment is lost, health fund coverage, and the right 
to retirement contributions, family allowance, unemployment insurance, severance, labor 
risk insurance, etc. are lost. Consequently, workers and their families need to rely on state 
assistance. In poor households, with a strong incidence of informality and intermittence, 
and very high unemployment, only 25% has at least one member with social security 
coverage; in indigent households, just 9% does. 

INCOME FROM MAIN OCCUPATION ACCORDING TO INSERTION IN GREATER BUENOS AIRES 
LABOR MARKET 

May 2001 - May 2002 

Categories of workers according to sector, 
stability and legality of jobs 

TOTAL 

PUBLIC SECTOR 

:ORMAL PRIVATE SECTOR 
Hage-earning workers 
1 Stable private wage earners 
1 Non-stable private wage earners 
Non-wage-earning workers 
1 Employers 
1 Self-employed workers with capital 

NFORMAL SECTOR 
l Stable informal wage earners 
' Intermitient workers 
' Domestic workers 

Income from main occupation 
(current $) 

May 2001 October May 2002 
2001 

61 3 586 530 

765 726 68 1 

741 753 705 
345 325 482 

1,368 1,233 1,222 
632 577 462 

498 452 430 
32 1 27 1 267 
265 255 239 

Variation % 

May October 
2001- 2001- 

May 2002 May 2002 

-13.5 -9.7 

-1 1.0% -6.2% 

-4.8% -6.4% 
39.6% 48.4% 

-10.7% -0.9% 
-26.9% -1 9.9% 

-13.6% -4.8% 
-16.8% -1.5% 
-9.9% -6.1 % 

,ource: proprietary analysis based on the Permanent Household Survey 
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7 .  The changes on the labor market modify the social map of poverty 

Category 

Public sector 

Formal private sector 
Formal private wage earners 
Non-wage-earning workers 

Informal sector 
Stable informal wage earners 
Intermittent worker 
Domestic workers 

Behind the growth of poverty is this mutation of the labor market, where, on the one 
hand, the contraction of the most modern sector, of greater productivity, and on the 
other, the expansion of the most precarious and outdated informal sector converge. 

70 of poor in 
each category 

22.4% 

31.7% 
30.9% 
35.7% 

62.1 V0 
47.3% 
68.5% 
66.6% 

As we can imagine, poverty incidence (equal to the incidence of unemployment) 
has an inverse relation with the quality of labor insertion. The more informal insertion is, the 
greater the probability to fall below the poverty line. Thus, intermittent workers have an 
incidence on poverty that more than doubles that of reported private wage earners. 

POVERTY BY LABOR MARKET INSERTION CATEGORY 
May 2002 

Source: proprietary analysis based on the Permanent Household Survey. 

Growing informality and intermittence affect low income sectors much more, of 
course. An analysis of labor market insertion by family per capita income quintiles 
indicates that in the lowest 40%, nearly 60% of economically active members are in the 
informal sector, and that half of them are intermittent workers. 

In these circumstances, it is not surprising that almost 55% of the unemployed total is 
concentrated on the first two quintiles. 
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LABOR FORCE BY SEGMENTS ACCORDING TO FAMILY PER CAPITA INCOME QUlNTlLES 
October 2001 

100.0% 

' 2.6% 
I 

20.6% 
16.2% 
4.4% 

66.1 Yo 
8.9% 

44.6% 
12.6% 
10.7% 

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5 

100.0% 100.0% 100.0% 100.0% 100.0% 

4.6% 8.6% 13.3% 16.7% 21.5% 
TOTAL 

Public sector 

Formal private sector 
Formal private wage earners 
Non-wage-earning worker 

Informal sector 
Stable un-reported wage earners 
Intermitient worker 
Domestic workers 

Employment plan beneficiaries and new 
workers 

23.6% 35.6% 44.7% 49.9% 56.4% 
14.8% 25.1% 32.7% 36.1% 37.2% 
8.8% 10.5% 12.0% 13.8% 19.2% 

65.2% 51.6% 38.5% 30.7% 21.2% 
13.3% 15.7% 13.3% 11.2% 10.8% 
37.6% 24.1% 18.2% 14.1% 8.2% 
14.3% 11.8% 7 .O% 5.4% 2.2% 

6.6% 4.2% 3.5% 2.7% 0.9% 

Source: proprietary analysis based on the Permanent Household Survey (INDEC) 

UNEMPLOYED WORKERS BY SEGMENTS ACCORDING TO FAMILY PER CAPITA INCOME 
QUlNTlLES 

October 2001 

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5 

rOTAL 

Public sector 

Formal private sector 
D Formal private wage earners 
D Non-wage-earning worker 

Informal sector 
B Stable un-reported wage earners 
B Intermitlent worker 
B Domestic workers 
New workers 

100.0% 

2.1 Yo 

24.8% 
18.5% 
6.3% 

61.5% 
14.2% 
37.8% 
9.5% 
1 1.6% 

100.0% 

2.6% 

30.5% 
23.9% 
6.6% 

5 1.3% 
12.0% 
33.1 % 
6.2% 
15.6% 

100.0% 

4.4% 

35.7% 
29.4% 
6.3% 

4 3 . 8 ~ ~  
12.2% 
31 .O% 
0.65 

16.1% 

100.0% 

1.4% 

42.0% 
34.0% 
8.0% 

43.3% 
11.6% 
31.7% 

13.3% 

Source: proprietary analysis based on the Permanent Household Survey (INDEC) 
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But the poorest (or to be more precise the chronically poor) are not the only ones 
who are affected by the changes on the labor market. Between the two ends of this 
converging process the middle class, which has been the social balance axis in Argentina, 
is trapped. 

One indicator of this is that between October 2001 and May 2002, when poverty 
grew almost 15 points, in poor households the average educational level of the population 
old enough to work rose from 8.7 to 9.2 years. Among the non-poor, the average is 12.4 
years. What is most suggestive is, perhaps, that the level of education of the poor in 
Argentina is similar to the average education of the poor and non-poor population of most 
countries in the region. 

Perhaps the clearest indicator of the displacement of traditionally middle-class 
sectors towards poverty as a result of labor market changes is the educational level of the 
main income earners in poor households. 

In poor households, main income earners are less educated than their peers in non 
poor households: 77% of them (86% in indigent households) have not finished secondary 
school, while 42% have not finished it in non-poor households. But what is significant is that 
one out of four main income earners in poor households (one out of seven in indigent 
households) has at least completed secondary school; more than half of them has 
attended higher education courses and a not despicable proportion (3.3%) has 
completed them. 

Even more significantly, between October 2001 and May 2002, the percentage of 
main income earners in poor households who have at least completed secondary school 
increased 6 points (from 16.4% to 22.7%). In absolute terms they doubled, and in the case 
of those who have complete higher education or university level, they tripled. 

This is in line with the breakdown of poverty by activity condition and by insertion 
sector of the main income earner. Three out of ten people who fell into poverty in this 
period are members of households where the main income earner belongs to the formal 
private sector and one more to households where the main income earner is a public 
wage earner. It is in these sectors where the middle class has an important weight. 
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EDUCATIONAL LEVEL OF MAIN INCOME EARNERS 
IN POOR HOUSEHOLDS 

October 2001 - May 2002 

MAY 2002 
Higher Ed. I 
University 

Complete 
3.3% 

Secondary 
Complete and 

Higher Ed./ University f Incomplete 

56.4% L Incomplete 
20.9% 

OCTOBER 2001 

Higher Ed. I 
University 
Complete 

1 7% 

Secondary 
Complete and ... I- 

L f Higher Ed. / University 

19.8% 63.7% 

Source: proprietary analysis based on the Permanent Household Survey. 
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8. The labor market does not adjust itself only by quantities but also by prices 

Since 2001, when many companies reduced nominal salaries and benefits, but 
especially in 2002, as a result of inflation that was not compensated with wage rises, the 
labor market tends more and more to adjust by prices. This is a substantial change with 
respect to previous years, when the adjustment was essentially by quantities. 

From the side of workers, this situation translated as a fall in real wages of almost 
24% between December 2001 and October 2002 (18% for reported wage earners). But 
from the side of employers, that is to say, from the side of labor demand, what is worth 
knowing is how the real cost of labor and the unit cost of sales have changed. 

To analyze the first indicator we have to confront, on the one hand, the evolution of 
nominal labor cost (including annual complementary salary accrued, employers' 
contributions to social security, and the non-remunerative rise of $100) with, on the other, 
the variation of the prices that they receive for their goods and services. The quotient 
between both indexes measures the real cost of labor. 

The variation of the prices received by companies since devaluation reveals a 
great dispersion. Prices grew considerably in transacting sectors (in the manufacturing 
industry, for example, they grew 103%). They fairly grew in mass consumption retailer sectors 
(69% in supermarkets), and very little in some service sectors (mainly public services and 
also private education). Therefore, the evolution of real labor cost varies significantly 
depending on the sector. 

However, it is possible to estimate what has happened to the private sector as a 
whole. To do so, one possibility is to calculate the evolution of real labor cost in each 
activity sector and ponder it by the weight that each sector has in total private 
employment. 

The result of this exercise shows that between December 2001 and September 2002, 
the real cost of labor in the private sector decreased 30% on average. This is 6 points more 
than the downfall of the real wage of reported private wage earning workers. 

The second indicator is especially appropriate for sectors that intensively use labor 
force, which have suffered severe drops in sales. This is, for example, the case of 
commerce. Based on INDEC supermarkets survey, the Argentine Chamber of Commerce 
estimates that in real terms, sector sales went down almost 28% compared with last year. 

But as it is inferred from the evolution of the real cost of labor, in this sector it fell 26%. 
At the same time, according to the Labor Indicators Survey of the Ministry of Labor, the 
sector's labor force was reduced by 1 1.5%. 

Considering real labor cost and labor force together, we can infer that the wage 
mass, (which is the product of both) decreased 34.5% in real terms. Compared with 
companies' real sales, this means that the unit cost per peso sold is 9% lower than a year 
ago. 

Labor cost, therefore, has become a major adjustment mechanism on the labor 
market. This largely explains the deceleration of jobs destruction since the third quarter of 
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2002. This tendency is likely to continue in the near future. 
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EVOLUTION OF REAL LABOR COST 
December 2001 - September 2002 

(Base December 2001 = 100) 

Index of 
nominal 

labor cost 

Index of Index of Variation 
prices real labor of real 

received cost (3) = labor cost 

TOTAL PRIVATE SECTOR I 111.9 I 159.1 I 70.3 I -29.7% 
TOTAL PRIVATE NON AGRICULTURAL I 110.4 I 148.1 I 74.5 I -25.4% 

Source: 

Index of nominal labor cost: analysis based on data provided by the Secretariat of Economic Policy of the Ministry 
of Economy and the Retirement and Pension Integrated System (SIJP). It includes total gross remuneration, 
accrued annual complementary salary, employers' contributions to social security and since July, and a non- 
contributory allowance of $1 00. 
The price indexes received by each sector are the following: 
Agriculture, Livestock, Aquaculture and Fishery; Exploitation of Mines and Quarries; Electricity, Gas and Water, and 
Manufacturing Industry: Producer's Basic Price Index, INDEC for each of these sectors. 
Construction: Construction Cost Index, INDEC. 
Wholesale and Retail Commerce: Food, Beverages, Home Equipment and Entertainment Chapters, from 
Consumer Price Index (IPC), INDEC. 
Hotels and Restaurants: Foods and Beverages consumed outside the home, IPC. 
Transport and Communications, Transport and Communications Chapter, IPC. 
Financial Services: It was assimilated to Real Estate and Business Activities, IPC. 
Real Estate, Business and Rental Activities: Housing and Basic Services Chapter, IPC. 
Social, Teaching and Private Health Services; Health Care and Health and Education Expenditure Chapters, IPC. 
Other Private Services, Other Goods and Services Chapter, IPC. 
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9. The employment situation in the fourth quarter, 2002 

Unemployment goes down ... Does labor demand go up? 

After a sharp increase during the first half of 2002, when it climbed to an all-time 
record of 21.5%, the unemployment rate fell to 17.8% by the beginning of the fourth 
quarter. One year before, on the verge of the economic collapse, unemployment was 
18.3%. 

The lessening of unemployment between May and October 2002 (the months when 
INDEC carries out the EPH household survey) was achieved in spite of a 3% growth of the 
labor supply at the national level (which added 400.000 job seekers) or 5% in the 31 urban 
areas covered by the EPH2. 

Over the five month period, 850.000 persons got a job. This stands for an increase of 
7.8% in the employed population. As compared to October 2001 the latter grew by 3.7%. 

The striking thing about this remarkable trend is that it is not the outcome of a 
corresponding tendency in the demand of labor. Actually it could hardly had been. 
Rather, the bulk of the newly employed did not get their jobs through the labor market. 
Almost 70% of them are beneficiaries of the Plan Jefes y Jefas de Hogar, a government 
funded subsidies program aimed at providing a minimum income (150 ARS) to informal 
unemployed heads of households in want, who do not qualify for the formal sector 
unemployment insurance 3. In exchange, beneficiaries are required to do some part- time 
work (four hours a day) mostly in small community projects 4,  

People working under the Plan Jefes y Jefas comprise 7.4% of the employed 
population in areas surveyed by the EPH. INDEC estimates that, on a national basis, they 
are almost 800.000. On May 2002 working beneficiaries (by then partially under the Plan 
Trabajar) represented only 2.4% of the employed population. Since then, their numbers 
increased threefold plus. 

Though from a statistical viewpoint, working beneficiaries are part of the employed 
population (and INDEC classifies them correctly) substantively they are unemployed. 
Indeed, they are hard core unemployed. Should the subsidies be cut down, most of them 
would immediately become unemployed, while some would not even stay in the labor 
market. An evidence of the substantive state of the working beneficiaries as unemployed 
is given by the fact that 2 out of 3 of them (twice as much the rest of the employed 
population) are seeking a job. 

It should also be pointed out that from a legal point of view, working beneficiaries 
are not workers. Therefore, they are not protected by labor regulations. 

2The EPH covers approximately 70% of the urban population. For the remainder, INDEC estimates the 
labor force assuming a gross activity rate equal to the average of the surveyed areas with the 
exception of the Greater Buenos Ares. Same assumption is made for estimating the unemployed 
population. 
3 To qualify for the unemployment insurance, the worker must hold a registered labor contract and 
have contributed at least one year to the National Employment Fund (this is an employer's 
obligation). He must also prove that has been dismissed from his job. Less than 7% of the 
unemployed are on the unemployment insurance. 
4 Beneficiaries can also choose to take training courses, or to complete elementary school. 
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To be sure, this does not mean that the work done by the beneficiaries of the 
subsidies is fictitious. Quite the opposite, in most cases it is highly valuable. This is especially 
true of community services in poor neighborhoods, among which communal kitchens, 
nurseries, communal pharmacies, primary health care, etc. In a sense, community projects 
operated by the beneficiaries substitute the lack of government services. Yet, they still are 
unemployed. Unlike a regular worker who is compensated for the work he undertakes, a 
beneficiary do some work as a means to compensate the subsidy he gets; the latter is not 
the price of labor, but a transference payment that comes before the work. 

When this category is distinguished from the rest (i,e. from the labor market jobs in a 
strict sense) a somewhat different picture appears. (Adjusted) unemployment has almost 
not changed between May and October 2002: 22.9% and 22.8% respectively, The 
(adjusted) employment rate, which takes into account both unemployment and activity 
rates, remained constant as well: 32% both in May and October, 2002. 

ADJUSTED LABOR MARKET INDICATORS 5 (areas covered by the EPH) 
May 2002 - October 2002 

May October 

Labor Force Participation Rate 
- With working beneficiaries 41.7 42.1 
- Excluding working beneficiaries who had no 

previous labor experience 41.5 41 -5 

Employment Rate 
- With working beneficiaries 
- Without working beneficiaries 

32.7 34.6 
32.0 32.0 

Unemployment Rate 
- Classifying working beneficiaries as employed 21 -4 17.8 
- Classifying working beneficiaries (who were already 

economically active) as unemployed 22.9 22.8 

Source: Own estimates based on INDEC’s EPH and a sutvey to beneficiaries of the Plan Jefes y Jefas de Hogar 
conducted by the Ministry of Labor. 

~~ 

5 The EPH does not provide information on the condition of activity of the beneficiaries before they 
were awarded the subsidies. Panel studies, which could provide such information, are hard to make 
due to statistical constraints arising from recent changes in the size of the sample of the Greater 
Buenos. Still, although the Plan Jefes y Jefas is aimed at the unemployed, a certain number of 
beneficiaries were not actively seeking a job at the time they joined it (though in many cases 
because they could not afford the cost of job searching). A survey conducted on August and 
September 2002 by the Ministry of Labor among 2.000 beneficiaries of the Plan Jefes y Jefas in the 
Greater Buenos Ares. Cbrdoba, Mendoza and Rosario, shows that nearly 25% of them had no 
previous labor experience. Even though this does not necessarily mean that those who had a labor 
experience were actually seeking a job before they joined the Plan (Le. that they were part of the 
labor force) we have assumed the 25% figure of non experienced as representative of the 
beneficiaries who formerly were off-the-market, in order to adjust the labor force participation rate. 
Thus, 75% of the working beneficiaries, both on October and May, were recognized as being 
economically active (and unemployed) at the moment they were awarded the subsidies. In this 
version, the unemployed population includes those who declare themselves jobless and actively 
seeking a job plus the working beneficiaries who -suppossedly- were in a similar situation when they 
got the subsidies. 
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Notwithstanding this, once adjusted by the incidence of the Plan Jefes, all the three 
labor indicators remained virtually unchanged, over May-October 2002 market jobs grew a 
significant 2.7%. This means that some 300.000 jobs were created throughout this five- 
month period. 

Such an increase raises a question: is this the consequence of a corresponding 
expansion of labor demand? For an answer to be affirmative, economic activity should 
have grown twice as much, or even more rapidly. Assuming a reasonable employment- 
product elasticity of 0.4 (over the 1990s it was 0.25) GDP should have grown 6.8% to meet a 
2.7% increase of market jobs. 

Obviously, this is not the case. On the one hand, between May and October 2002, 
economic activity as reported by INDEC‘s National Accounts Department, barely grew 1 %. 
On the other hand, the Labor lndicators Survey of the Ministry of Labor, which follows the 
evolution of the private formal sector, shows that between May and October 2002, 
employment decreased by 0.7% (-1 -1% in the Greater Buenos Aires). 

Most likely, a large share of the new market jobs are not “market driven” but self- 
created by people in need as a means of subsistence. Some of them might belong to 
households receiving a subsidy from the Plan Jefes (it should be reminded that under the 
provisions of this program, only one member per family can be granted the 150ARS 
subsidy). After all, the Plan Jefes could not prevent poverty to increase from 33.7% of 
households in May, 2002, to 42.3% in October, 2002. The indigence gap (i,e. the gap 
between the average income of indigent households and the cost of the basic food 
basket) decreased 6 percent points, but it still is at 47%. Under the circumstances, it seems 
plausible that additional members of families in need flow into the labor market to make 
some extra income through self-created, albeit odd jobs. 

However, this hypothesis is challenged by the EPH 6. According to it, almost all 
market jobs generated in the Greater Buenos Aires between May and October 2002 are 
stable; of them, 60% are formal. 

The category that appears to have grown the most is steady non wage earners 
(employers and self employed with capital). They account for nearly two thirds of market 
jobs increase over this period. Over this five-month span, they would have grown by 18% 
(an annual rate of 48%) exceeding even the October 2001 figure. 85% of them would 
have been allocated in non trade sectors. 

The rest of the market jobs increase is explained by unregistered steady salaried 
workers. Though they do not hold a legal contract -and consequently are informal 
workers- they share with formal salaried workers job stability if not security. From this 
standpoint, they are closer to formal employees than to intermittent informal workers. They 
would have grown by 15%, fully recovering from the fall they had experienced between 
October, 2001 and May, 2002. Nearly half of them would have found a job in the transport 
sector. 

Other categories, including government employees, formal salaried workers, 
intermittent workers and domestic servants, changed very little or remained constant. 

These results are hard to explain. They are not congruent with economic data. 

6 At the moment this r e p o ~  was drafted, data files of the October EPH were available for the Greater 
Buenos Ares only. 
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To find an explanation, attention should perhaps be paid to the October, 2002 
survey. Two sources of statistical concern come into view: 

a) The sample for the Greater Buenos Aires was cut down the middle (from 4600 
households to 2300): 

b) Information on 5.7% of Greater Buenos Aires suburban district's population was 
lost because of insecurity problems (thefts, threats, etc.) during the field work 7. 

The shrinking of the sample size does not affect the statistical reliability (as measured 
by the variance) of the labor indicators. Though reduced to one haif of its previous size, it is 
still a large sample. The variance of the unemployment rate is 4.8%, whereas on May, 2002 
it was 3.2%. This is well below the upper limit beyond which an estimate is not statistically 
reliable. 

The problem arises when one goes through the survey with a fine-tooth comb. 
Specific -and obviously smaller- categories that matter for analytical purposes (formality, 
stability, etc.) might have experienced an increase of variance that put them beyond the 
upper limit of reliability. 

The second source of trouble is most important. It is not only a matter of quantity 
(though a loss of information on 5.7% of the suburban population is equivalent to an extra 
reduction of the sample size of about 2.2%) but mainly of quality. To a large extent, the loss 
is concentrated in the poorest areas, where precariousness abounds. 

Corrections for "no answer" (this is how INDEC define these cases) might have 
increased the relative weight of other areas, especially those where formal jobs prevail. A 
breakdown of the EPH by geographical segments of the Greater Buenos Aires, shows that 
98% of the market jobs increase between May and October, 2002 would have taken place 
in the City of Buenos Aires and the "first belt" (Sun lsidro and Vicente L6pez) which happen 
to be the districts with the highest proportion of formal and/or steady jobs. 

Bias against marginal districts due to loss of information might also explain why the 
number of working beneficiaries as estimated by the EPH is much lower than that reported 
by other official sources. On national basis, INDEC estimates that there are 798.000 working 
beneficiaries, i.e. approximately 38% of ail persons receiving a subsidy. Conversely, a 
survey conducted by the Ministry of Labor among 2000 beneficiaries indicates that 64% of 
them are working in community projects (another 10% is taking training courses or 
attending school); projected to the recipient population, this implies an amount of 
1.350.000 working beneficiaries. 

It may be concluded that, even if the identified problems do not affect the 
soundness of the overall results of the October EPH, they probably do within it, raising 
uncertainties on their meaning. Further statistical assessment is advisable. 

7 This is twice as much the loss reported on May, 2002 and 3.5 times over the average of 1998-2001, 
The loss of information is closely related to the escalation of violence over the crisis. Until October 
2000 the loss due to security problems in the field involved approximately 1.5% of suburban 
population. On October 2001 it increased to 2.5% and on May 2002 reached to 2.9%. 
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Employment goes up; earnings stili go down 

It has been argued before that labor compensation is ever more becoming the 
main adjustment variable in the labor market. Even as employment expanded since May 
2002, labor earnings kept on falling. Adjusted by inflation, on average it decreased 13.5% 
over the five-month span through October 2002. As compared to October 2000 the fall 
was 33.3%; almost all of it took place after October 2001. 

The drop was particularly harsh for informal workers, whose nominal earnings are 
well below the average. Their real income is now 35% lower than two years ago. This has 
been caused both by an increasing supply of this type of work -a shelter for the needy- 
that pushed down earnings, and the high turn over that is in its very nature. An evidence 
of this trend is the fall of nominal wages of informal workers: from $408 in October 2001 to 
$383 in May 2002 and $369 in October 2002. 

Public servants have also lost a significant portion of real income. The reason in this 
case is the freeze on wages throughout 2002 (that followed a 13% cut in July 2001) and the 
cut down of salaries of high rank officials (a ceiling of $3.000 was imposed on January 
2002). 

Subsidies paid through the employment programs and the Plan Jefes have lost over 
70% of their value since October 2000. The fall was particularly intense between 2000 and 
2001 (when subsidies paid by the federal government were cut while several better paying 
provincial programs were discontinued) but it was most significant during 2002 as well. 

To a degree, this trend explains why, in spite of the huge allocation of subsidies and 
an important job creation, poverty grew between May and October, 2002. 

Another way to see this is through the ratio between nominal earnings and the 
poverty line as defined by the cost of the total basic basket. On October 2001, an 
average worker could buy 4.6 baskets; seven months later, he could afford 3.1 baskets and 
on October 2002, only 2.7. 

Again, for the working poor the situation is much harder, not only because they 
make less money, but because their families are larger and suffer higher unemployment 
than those who are the better off. Informal workers can now purchase 1.6 basic baskets; 
one year before they could acquire 2.7. Working beneficiaries, on the other hand, buy 
now 0.65 basic baskets, roughly one half of what they could purchase on October, 2001, 

Under the circumstances, it seems quite plausible that, more than market driven 
labor demand, it is self creation of (mostly odd, un-demanded) jobs by the needy, what 
explains the employment upsurge between May and October, 2002. 

This likely strategy made it possible to avoid a further fall of household labor income 
(subsidies excluded). Over the October 2001- May 2002 span, household real labor 
income in the Greater Buenos Aires dropped 30%. From May through October, 2002 the 
fall was only 2.8%. In part this was thanks to the de-acceleration of inflation (over this 
second period consumer prices grew 11%, while during the first one they increased 25%); 
but, mostly, it was the outcome of job creation. Even self-created and possibly un- 
demanded, the employment growth of 4.3% made it possible to offset a loss of 6.8% in 
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average real earnings 8. Farther than a badly needed, well organized public support 
program, the informal sector remains the unemployment insurance of the poor. 

REAL EARNINGS OF THE MAIN OCCUPATION IN THE GREATER BUENOS AIRES 
(October 2000 = 100) 

October October May October 
2000 200 1 2002 2002 

TOTAL 100.0 99.7 77.1 66.7 

Public emloyment 100.0 99.5 78.2 67.6 

Formal private sector 100.0 102.6 79.7 73.4 
Formal private wage earners 100.0 102.2 79.6 73.3 
Formal non-wage-earning workers 100,o 103.3 79.8 73.7 

Informal sector 100.0 101.5 81 .O 65.4 
Stable un-reported wage earners 

100.0 95.1 74.2 66.6 
Intermittent workers 100.0 112.2 91.4 68.2 
Domestic workers 100.0 91.1 70.6 57.5 

Beneficiaries of public programs 10 100.0 51.5 44.1 29.1 

Source: own estimates based on the Permanent Household Survey (EPH). 

NUMBER OF BASIC BASKETS THAT CAN BE BOUGHT WITH LABOR EARNINGS 

October May October 
200 1 2002 2002 

TOTAL 4.55 3.13 2.74 

Public emloyment 5.34 3.73 3.26 

Formal private sector 
Formal private wage earners 
Formal non-wage-earning workers 

Informal sector 
Stable un-reported wage earners 
Intermittent workers 
Domestic workers 

5.87 4.01 3.79 
5.51 3.82 3.56 
6.63 4.55 4.25 

2.72 1.89 1.60 
3.33 2.31 2.10 
2.57 1.85 1.40 
1.83 1.26 1.04 

Beneficiaries of public programs 1.28 0.97 0.65 

Source: own estimates based on the Permanent Household Survey (EPH) and INDEC's monthly reports on the cost 
of basic basket. 

8 Although it probably doesn't change the conclusion, it should be reminded that at the national 
level, market jobs growth was slower than in the Greater Buenos Ares. 
9 Includes public administration, defence, health and public education. 
10 Includes provincial and municipal programs. 
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EVOLUTION OF REAL LABOR INCOME IN THE GREATER BUENOS AlRES 
IN THE SECOND HALF OF 2002 

October 2001 - May 2002 - 
May 2002 October 2002 

0 Employment (excluding 
working beneficiaries) 

Average real earnings 
(excluding subsidies) 

Real labor income 

-4.8% 4.3% 

-26.6% -6.8% 

-30.1 Yo -2.8% 

Source: own estimates based on the Permanent Household Survey (EPH). 
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ANNEX TO SECTION 9 

GREATER BUENOS AIRES: LOSS OF INFORMATION OF THE PERMANENT HOUSEHOLD SURVEY 
DUE TO SECURITY PROBLEMS DURING THE FIELD WORK 

Population involved 
(%I 

Population 
Total involved 

Greater Suburban (‘000) 
Buenos Districts 
Aires 

0 October 1998 0.8% 1.1% 94 
May 1999 1.1% 1.5% 130 

0 October 1999 1.5% 1.9% 178 
May2000 1 .O% 1.4% 119 

0 October 2000 1.1% 1.5% 132 
0 October 2001 1.9% 2.5% 23 1 
0 May2002 2.2% 2.9% 268 

October 2002 4.3% 5.7% 528 

Source: INDEC 

GREATER BUENOS AIRES: DISTRIBUTION OF EMPLOYMENT GROWTH (EXCLUDING WORKING 
BENEFICIARIES) BY AREAS, AS REPORTED BY THE PERMANENT HOUSEHOLD SURVEY 

(May 2002 - October 2002) 

Employment Distribution of 
Growth employment 

growth 

4.3% 1 00 -0% 

0 

0 Second Belt (2) 
0 Third Belt (3) 

Fourth Belt (4) 

City of Buenos Aires + First Belt (1) 11.7% 98.7% 

1.4% 6.0% 
3.3% 19.0% 

-5.2% -23.7% 

(1) Sun lsidro and Vicente L6pez 
(2) Avellaneda, Matanza 1, General Sun Martin and Tres de Febrero 
(3) Almirante Brown, Berazategui, Lanas, Lomas de Zamora and Quilmas 
(4) Florencio Varela, Esteban Echeverria, Merlo, Moreno, Sun Miguel, Jose C. Paz, Malvinas 

Argentinas, La Matanza 2, Sun Fernando and Tigre 

Source: own estimates based on the Permanent Household Survey (EPH) 
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GREATER BUENOS AIRES: CHANGES IN THE LABOR FORCE (INCLUDING BENEFICIARIES OF THE 
PLAN JEFES) AS REPORTED BY THE PERMANENT HOUSEHOLD SURVEY, BY PERSONAL 

CHARACTERISTICS 

Labor Force 

May, 2002 - October, 2002 

Employed Unemployed 

‘000 I % I ‘000 I % 1 ‘000 1 % 

Srowth 257 4,a% 373 a,9% - 1  16 -9,a% 

ieads of household 68 2,6% 122 5,6% -54 - 11,5% 
\Jon-heads of household 189 7,0% 25 1 12,6% -62 -8,7% 

dale 
:emale 

63 2,0% 186 7,6% 
1 94 8,9% 187 l0,8% 

123 - 16,7% 
7 1,7% 

Jp to 29 years old 23 1,3% 72 5.9% -49 -9,2% 
50 - 44 hears old 137 8,3% 117 8.5% 20 7,4% 
15 - 59 years old 52 3,4% 135 10,9% -82 -27,3% 
)O+ years old 44 148% 49 14,9% -5 -6,5% 

)id not finish primary school 48 12,8% 86 32,6 % -38 -34,6% 

116 5,l% 157 9,2% ’rimary School graduates + 
iigh school dropouts 

iigh School graduates + 
loilege dropouts 19 1 ,O% 70 4,9% 

-42 

-51 

-7,6% 

- 11,8% 

:allege graduates 75 8,7% 60 7,8% 15 17,2% 

lorn in the Greater Buenos 
\ires or arrived before 1991 240 6,2% 295 9,7% -55 -6,4% 
/ 

19 )omestic immigrants arrived 
liter 1991 21 1,8% 52 6,5% -33 - 14,5% 

oreign immigrants 31 -2 -0,5% 26 7,7% -28 -29,9% 

11 Argentine natives, born in any other part of the country, who settled in the Greater Buenos Ares 
before 1991. 
21 Argentine natives, born in any other part of the country, who settled in the Greater Buenos Ares 
after 1991 
3/ Includes unknown. 

Source: Estimates made by the Direcci6n Nacional de Coordinaci6n de Politicas Macroecon6micas. Ministry 
of Economy, based on the Permanent Household Srvey (EPH) 
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10. Microeconomic labor management: what have companies done since 
devaluation? 

The way in which each company has faced the crisis depends on many factors: 
whether its production is transacted or not (what defines if it benefited with devaluation or 
not); whether its liabilities are taken abroad or in the local market (what establishes if it 
benefited with asymmetric pesification); whether its productions costs are in pesos or in 
dollars (what determines if it gained or lost competitiveness); etc. 

The very disparate evolution of prices on the goods market is a reflection of those 
differences. Adjustment modalities in labor management, therefore, are varied. 
Nevertheless, they have three common features: labor force reduction; real wage cost 
decrease and non-wage labor cost control. 

To analyze these measures in detail, a special survey was conducted on 200 leading 
companies. These are the main findings: 

labor force: 

3 

3 

3 

3 

3 

One out of three companies reduced its labor force in 2002, although this tendency 
seemed to decelerate in the last months. 
One out of ten companies plans to make additional reductions in the immediate 
future. 
The average reduction percentage was 17%. This is in line with the fall of formal 
employment in large urban centers. 
Some of the most affected categories (defined by the proportion of companies 
that reduced or plan to reduce their labor force in the short term) are: 
administrative staff (36%), professionals (36%), middle management and 
management associates (33%). There are reductions in directors and high 
management positions in 26% of the companies. 
79% of lay-offs were mutually agreed; only in 21 % of the cases there were dismissals 

Wages: 

3 Almost all leading companies took some measure in relation to wages in 2002. 
However, they did so only in the second quarter of the year. In the first quarter, 
under the effect of the devaluation shock, a very intense drop of the activity level 
and a still moderate inflation (9.7% till March) some companies still continued 
lowering nominal wages, a widespread practice in 2001. Although only a few 
continued with this practice (6%) the cut on wages was significant: 16 per cent on 
base wage and between 4 and 19% depending on the categories in the case of 
selective reductions. In the second quarter, when inflation accelerated (in April it 
reached 11%) around one third of the companies in the sample took some 
measure in relation to wages, although in the way of an extraordinary bonus, in 
general. Anyway, two out of three companies did not modify wages until after mid 
year. The main period during which measures were implemented was the third 
quarter (now with more wage rises) when recession seemed to have reached a 
floor and consumer prices had already accumulated a nearly 30% increase. 
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3 

3 

3 

3 

Equally important, the real labor cost for companies had gone down more or less 
significantly, depending on the sector. 
Most companies made an adjustment on their own initiative, in the sense that they 
did not limit themselves to the non-contributory $100 rise imposed by the 
government as from July (although in many cases this was the inducing factor). In 
this segment, only one out of four companies limits wage measures to the decreed 
rise. Most probably, however, this behavior is less frequent as we go down on the 
economic scale of companies. 
In many cases (55%) rises were recorded on wage payment receipts as an 
adjustment on base wage and less frequently as an advance payment against 
future rises (19%). This suggests that there is a tendency to consolidate the wage 
increase established by the Government in July into the remuneration (although 
60% records it in this way on the receipt). Notwithstanding, one out of three 
companies that took measures on wages recorded it as an extraordinary bonus. 
On average, general adjustments were of 21% on base wage. This includes the 
$100 rise imposed by the government. For staff under a collective bargaining 
agreement (the universe to which it applies) this rise represents between 8 and 10% 
of their previous remuneration. This means that in leading companies, the 
adjustment approximately doubled the amount established by the government's 
decree. But even so, it represents only half of the consumer price rise accumulated 
in the first three quarters. The purchasing power loss of wages in this segment of 
companies was of almost 14%. This loss also increases as we go down on the 
economic scale of companies (in smaller companies the loss was even twice as 
large, 28%) 
Nearly half of the companies (43%) gave general rises, but a considerable amount 
(36%) gave selective rises and a not less proportion (21%) combined both types of 
measures. 

Labor costs 

3 Companies readjusted compensations, but reduced other components of labor 
cost. 70% of them launched measures of this type, primarily in the first quarter of the 
year. The measure that was most frequently implemented was the reduction of 
training programs (65% of companies), what is consistent with investment reduction 
policies, with the obvious consequences on productivity and competitiveness in the 
medium term; but there were also measures that directly affected the income of 
employees: 50% of companies reduced overtime hours and 31% of them 
suspended them completely; 35% reduced benefits such as cars, cellular 
telephones and others; 33% reduced pension plans and 19% suspended them; 
32% reduced money rewards and bonuses and 15% suspended them, etc. Last but 
not least, three out of four companies suspended new staff recruitment. 

Labor atmosphere 

3 The labor atmosphere was affected both by factors that were exogenous to 
companies (obviously the situation of the country) as well as by the deterioration of 
real wages and working conditions. However, there were not major instances of 
conflict. Only 6% of the surveyed companies reports to have faced labor conflicts 
by mid year (June) when most wage readjustment had been made; not more than 
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5% reports to have made them in the last quarter (November). A somewhat higher 
proportion of companies reports situations of tension or discontent (1 6% in 
November), although in almost half of the cases these were individual instances. 
Finally, there were wage readjustment claims in 22% of the companies. Before the 
adjustments took place (June,) there were wage claims in 39% of them. This 
suggests that the absolute priority for wage earners is to keep their jobs, even with a 
significant drop in real income. 

3 In this difficult context, two out of three leading companies implemented a staff 
retention policy of some kind. The most usual one was to hold company meetings 
coordinated by internal staff (52%) or by external consultants (21%), where the 
situation of the company, the planned measures and restrictions that the company 
was facing were communicated, and where the demands of employees were 
heard. Many companies made survey to assess the internal atmosphere (46%) and 
in some cases emergency psychological care was paid by the company (1 6%). 

Staff redundancy practices 

3 

3 

3 

3 

As it was mentioned before, 79% of lay-offs were mutually agreed. Only in 21% of 
the cases there was a dismissal, that is to say a termination of the labor contract 
decided by the company. This is partly related to a corporate image policy, but 
also to significant economic reasons. To reduce redundancy (in the last quarter of 
2001 the annual rate of private employment was reduced to 5.3%) the economic 
emergency law of January 6, 2002 suspended dismissals without a justified cause for 
180 days and established that if employers go against this norm, they are to pay a 
severance equivalent to twice the one that should be paid under current labor 
laws. This time frame was extended for another 180 days (decree 883/2002). This 
means that now employers have to pay two salaries per year worked by the 
dismissed employee. The average impact of this measure on labor costs is of 3 to 4 
percentage points, but for the company that lays off, the economic and financial 
effect can be very important. 

If redundancy was caused by a decrease in activity that is not generated by the 
company, the penalization of the economic emergency law is not applicable. In 
this case, and according with labor legislation, the company has the option to 
reduce normal severance by 50%, but according to a decree enforced by the 
Executive Power after the economic emergency law was proclaimed, even in the 
case of dismissals for a number lower than the labor force percentages established 
by labor law 21,041 for crisis prevention, the company needs to prove that the 
termination of the contract is produced by causes that are beyond the control of 
the company, and it is obliged to undergo a settlement process at the Ministry of 
Labor. This considerably restricts the possibility to adopt the severance reduction 
option. 
Article 241 of the labor law acknowledges the termination of the labor relationship 
by mutual agreement. In this case there is redundancy but it is not considered a 
dismissal and therefore severance does not apply. This does not prevent the 
company from granting the redundant worker a compensatory payment for the 
time worked. 
This article is the legal option most widely used by enterprises to elude the 
penalization imposed by the necessity and urgency decree, and the restrictions 
established by administrative norms. In agreement with the information provided by 
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the survey, the most important legal bureaus report that more than 70% lay-offs are 
of this type. 

3 The usual practice is to negotiate a compensation which is generally between 50% 
and 75% of the severance established by the labor law. The employer can pay 
more than he would in the case of involuntary economic reasons (if more than 50% 
is offered to the employee) but avoids the settlement process at the Ministry of 
Labor. Workers can, of course, refuse to accept a lower sum than they have a right 
to, especially if there is not a justified cause; but workers also know that if they sue 
the company, they will have to wait for a long time until the trial is over, they will 
have to pay lawyer's fees (which can be 20 or 25% of the severance stipulated by 
the judge) and even so they do not have certainty that they will receive the money 
if their former employer is in a bad economic situation. 

3 In these circumstances, most workers choose this mechanism and sign an 
agreement that is certified by a notary public. The greatest risk for the company is 
that the agreement is not backed up by the national labor law (only in some 
provinces this type of agreement is supported by local laws), nor by the Ministry of 
Labor, which simply records it, and there is the possibility to legally appeal the 
agreement, with a severe punishment for the company if it is proved that there was 
coercion or if the agreement hid a dismissal without a justified cause. It is not easy 
for the worker to prove it, but there is a real risk for the company. Even so, most 
companies seem ready to run it. 

3 This mechanism is likely to disappear in the near future. There is a law project in 
Congress that has half sanction, which severely restricts the scope of article 241 of 
the labor law, to the point of making it almost inapplicable. In this case, the 
eighties' old practice of faking resignations, fulfilling legal formalities by sending a 
telegram are likely to be resumed. This will place labor relationships in a context of 
greater illegality. 

Projections for 2003 

3 

3 

3 

Projections for 2003 are very moderate: only 11% of companies estimate that they 
will increase their labor force (on average, 12% over the current level); but 14% 
considers that they will reduce it (by 11% on average); most companies (72%) do 
not foresee changes. If projections are met, formal private labor will keep current 
levels. 
A significant point is that, in the event of an increase in activity, 63% plans to hire 
temporary workers and not more than 35% will increase their permanent labor 
force. 25% prefers to increase the number of hours worked by their current staff. 
These facts reveal the extreme cautiousness and mainly the reluctance of 
companies to establish long-term labor relationships and to incur hiring and 
redundancy costs. This is so even though, as we mentioned before, the real cost of 
labor dropped significantly in 2002. 
59% of the companies plans to make wage adjustments in 2003. The criteria that 
they plan to follow are, in the first place, the evolution of the consumer price index; 
secondly, the evolution of market salaries and, in the third place, staff 
performance. This suggests that in the current situation of crisis, which is likely to 
continue next year, there may be a return to more traditional wage management 
approaches (although with an explicit lag with respect to prices) and a setback on 
the most modern result management methods. In other terms, wage once more 
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becomes more of a tool to manage conflict (not necessarily in the company but 
social conflict) than a component of the company's competitive strategy. 

3 Most are planning to apply general adjustments, what is consistent with the latter 
point and could hardly be any different in the current circumstances. Only in 26% of 
the cases there are plans to make selective adjustments and in some minor cases, 
granting extraordinary rewards is being considered. 

1 1. Public employment is a stabilizing labor factor, but its social distribution is 
regressive. 

In a context of job destruction, especially of formal jobs, the public sector is an 
exception. Since the outset of the crisis, in the second semester of 1998, public labor has 
grown over 5%. Between May 2001 and May 2002, when total employment decreased 
7.8%. the number of public wage-earning workers increased 5.5%. 

The public sector provides employment to 1 -7 million people. This represents 15.5% 
of the main jobs in urban areas of the country. To this, we should add the cases where it 
provides a secondary occupation (for example, medical doctors whose main occupation 
is their private office but who also work in a hospital, or lawyers who have their own office 
but also teach in a school). This is why more than a fifth of employed workers have public 
incomes. In the provinces this proportion rises to a quarter of the total. 

The effect on family income is significant: 15% of urban households totally or 
partially depend on public employment. For these households, income from public labor 
represents nearly two thirds of the total income. In many provinces, especially in the 
poorest, proportions are considerably higher. 

Similarly, and equally important in the crisis, public labor is much more stable than 
private labor: out of the 3 million unemployed workers in May 2002, less than 95,000 came 
from the public sector; the unemployment rate among public wage earners is of just 5.2% 

Finally and equally important in a situation of extended property, public employees 
are the least affected. Among them, the incidence of poverty is 22.4%, less than half of 
the average. 

It seems to be unquestionable then, that in such a context, an adjustment of public 
expenditure affects the labor and income of a significant part of the population. But there 
is another argument that is generally tied to this one, and it is that the most affected by the 
reduction of the public sector are the poor. The hypothesis is that in a market with high 
unemployment -mainly in the segments of less skilled workers- the poor have fewer 
possibilities to get a private job. In other terms, it suggests that, especially in the provinces, 
public jobs play a re-distributive role and are implicit unemployment insurance. 

Independently of how efficient it is as a social protection mechanism and of how 
such allocation of resources influences investment and private job creation, evidence 
does not seem to confirm that hypothesis. 

Conversely, public employment is socially regressive. This is the evidence: 
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The distribution of public employment is strongly slanted towards the sectors with the 
highest family per capita income: only 6% of public employees belong to households 
from the poorest 20%. On the contrary, over 35% of public employment is 
concentrated on the highest family per capita income quintile. And if we consider the 
two highest quintiles, the proportion is near to 65%. This shows that the poor have very 
limited access to public labor. 

Public sector expenditure on remunerations is concentrated on the highest segment of 
the employment pyramid; the lowest quintile of income earners captures less than 8% 
of the total remunerations paid by the sector, while the highest quintile gets 42%, This is 
partly consistent with the social distribution of public employment. 

The distribution of income from public employment shows a disparity that is not lower 
than that of the income from the main occupation of reported private sector wage 
earners: in 1998-2002, the Gini coefficient of public workers' income was 0.36 (annual 
average); among reported private wage earners, it was 0.37. The distribution of 
income from private labor only is clearly more unequal if informal workers, self- 
employed workers with capital and business owners are included. In this case, the 
average value of the Gini coefficient for the period is 0.46. 

Finally, public employment is much more important as a means of living for mid-high 
and high income sectors than it is for the poorest. This is perhaps the most suggestive 
point. In the lowest family per capita income quintile, barely 5 out of 100 households 
totally or partially depend on public income; in the second quintile, that is to say the 
mid-low class, the ratio is 1 out of 10.9. Instead, in the highest quintile, the ratio is 1 out 
of 4 households. Seen from the other angle, in the poorest quintile, seven out of ten 
households live exclusively on private labor, while in the highest quintile this ratio 
reaches just half of them. 

This fact goes against the usual argument that public employment is the refuge of the 
poor. On the contrary, public employment benefits primarily mid and mid-high sectors. 

DISTRIBUTION OF PUBLIC EMPLOYMENT BY FAMILY PER CAPITA INCOME QUlNTlLES 
1998-2002 

Household quintiles listed by per Percentage of total public employees that belongs to 
capita income each family per capita income quintile 

1998 1999 2000 200 1 2002 

Total households 100.0% 100.0% 100.0% 100.0% 100.0% 
0 Quintile 1 (20 % more poor) 6.9% 6.5% 6.6% 5.4% 6.2% 
0 Quintile 2 12.3% 13.8% 10.9% 12.9% 12.3% 

Quintile 3 20.1 % 21.1% 20.3% 19.3% 18.8% 
0 Quintile 4 27.1% 27.6% 27.2% 26.9% 26,9% 
0 Quintile 5 (20% higher) 33.6% 31 .O% 35.0% 35.5% 35.8% 

Source: proprietary analysis based on the Permanent Household Survey (INDEC) 
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INCOME DISTRIBUTION AMONG PUBLIC EMPLOYEES 
1998-2002 

~ 

Income earner quintiles Percentage of total remunerations paid by the public 
sector that each quintile of employees received 

1998 1999 2000 200 1 2002 

Total public employees 100.0% 100.0% 100.0% 100.0% 100.0% 

100.0% 

0 Quintile 1 (20 % lower) 7.3 7.2 7 -6 7.8 7.7 
0 Quintile 2 1 1  -4 11.8 12.1 11.9 12.3 
0 Quintile 3 15.3 15.9 16.0 15.8 16.0 
0 Quintile 4 21 -9 22.3 22.3 22.2 21 -7 

Quintile 5 (20% higher) 44.2 42.8 42.0 42.4 42.2 

100.0% 

Source: proprietary analysis based on the Permanent Household Survey (INDEC) 

7.7% 
12.3% 
16.0% 
21.7% 
42.2% 

DISTRIBUTION OF INCOME FROM MAIN OCCUPATION 
IN THE PUBLIC AND PRIVATE SECTORS 

May 2002 

3.9% 
9.2% 
14.2% 
21 .O% 
51 -7% 

Total income earners in each 
quintile 

0 Quintile 1 (20 % lower) 
0 Quintile 2 
0 Quintile 3 
0 Quintile 4 
0 Quintile 5 (20% higher) 

0.3470 Gini coefficient 0.4765 

Percentage of income from main occupation that I 
each quintile receives in each sector 

Reported 1 private wage- 
Public I Total employed 

employees in the private I sector 1 / earning workers I 
100.0% I 
5.5% 
11.1% 
15.1% 
21 -3% 
47.0% 

0.3706 

11 Wage earners and non-wage earners, reported and un-reported, permanent and non-permanent 

Source: proprietary analysis based on the Permanent Household Survey, INDEC, May 2002. 
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PROPORTION OF HOUSEHOLDS THAT DEPEND ON PUBLIC EMPLOYMENT 
BY FAMILY PER CAPITA INCOME QUlNTlLES 

May 2002 

public 

Households 
that depend 

on public 
employment 
exclusively (1) 

9.0% 
3.9% 
7.0% 
8.4% 
1 1  -7% 
14.0% 

Quintiles of households 
listed by per capita income 

employment totally or partially 
Households 

Households that depend 
that depend on public 

on public employment 
employment totally or 
partially (2) partially (3) = 

(1 ) + (2) 

6.4% 15.4% 
1.4% 5.3% 
3.5% 10.5% 
6.3% 14.8% 
8.9% 20 I 6% 
1 1  -9% 25.9% 

Total households 
auintile 1 (20% poorer) 
auintile 2 
auintile 3 
auintile 4 
auintile 5 (20% higher) 

Percentage of 
households that 

depend on 
private 

employment 
exclusively 

59.9% 
70.3% 
67.2% 
57.4% 
51.7% 
52.9% 

Source: proprietary analysis based on the Permanent Household Survey, INDEC, May 2002. 
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ANNEX 

SURVEY IN LEADING COMPANIES 

I 

Survey in leading companies LABOR FORCE REDUCTIONS IN 2002 

55% 60% 

Proportion of companies that 
reduced or will reduce staff, % I  
by employment category 

ADMINISTRATIVE STAFF 36% 
PROFESSIONALS 

SALESSTAFF 
ND HIGH MGMT 

REDUCED AND 

REDUCING 

Survey in leading companies WAGE MEASURES 
(Aggregate - January/October '02) 

. Onlv Gov. Rise 
I -- -- 
24% 

BOTktMEASURES:S% Company-specific 
Adjustments 

Only 73% 
Rewards 

3% 

1 BaseWage Advance on Extraordinary Decreed by 
Adjustment Future Rises Rewards Gov. 

Multiple entries 
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Survey in leading companies DETAIL OF AJUSTMENTS 
(Aggregate - January/October '02) 

General 
43% 

Selective 
36% 

Both types 
21 % 

ADJUSTMENTS 

Survey in leading companies LABOR COST REDUCTION PROGRAMS IN 2002 

IMF 'LEMENTED 

~ CONSIDERED &J 28% 

I 

I 0 50 10 

REDUCTION, 
TRAINING 65% 
OVERTIME 59% 
OTHER BENEFITS (7 35% 
PENSION SCHEME 33% 
REWARDIBONUS 32% 
HEALTH PLAN 16% 

SllSPF" 
NEW STAF RECRUITMENT 74% 
OVERTIME 31 % 
TRAINING 20% 
PENSION SCHEME 19% 
REWARDIBONUS 15% 

I 
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Survey in leading companies LABOR ATMOSPHERE IN 2002 

I Generalized .Sector .Individual 

Wage readjustment 

30 

I Situationsof 
TensionlDiscontent 

I 

3 

- 

I 
I 

Proportion of companies that plan 1 
reduce staff by category 

-a- 
DIRECTORS & HIGH MGMT 2% 
MID MGMT & ASSOCIATES 5% 
PROFFESIONALS 5% 
ADMINISTRATIVE STAFF 4% 
OPERATORS 7% 

-SALESSTAFF 6% 

I Situations Conflict of R" 
I 

Survey in leading companies 
PROYECTION OF LABOR FORCE 

EVOLUTION IN 2003 

14% 

I I 

WILL KEEP 72% 
STAFF 

to raise or 

1 
11% 
11% 
13% 
14% 
12% 
13% 

I I I / I  
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Survey in leading companies PROYETCION OF WAGE AJUSTMENTS IN 2003 

OFFICIAL COST OF LIVING 70% 
MARKET 
PERFORMANCE 
COST OF LIVING, OTHER SOURCES 1 

GENERAL SELECTIVE GENERAL AND SELECTIVE 
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LIST OF SURVEYED COMPANIES 

1 MASS CONSUMPTION 

ADAMS WARNER LAMBERT 
ALPARGATAS 
ARCOR 
ARCOSDORADOS 
BONAFIDE 

CADBURY STAN1 
CALSA 
CEPAS ARGENTINAS 
COCA COLA 
COCA COLA FEMSA 
COLGATE PALMOLIVE 
COSMETICOS AVON 
GILLETTE 
GRUPODANONE 
ISENBECK 
JOHNSON &JOHNSON 
KIMBERLEY CLARK 
KRAFT FOODS 
LA NACION 
LEDESMA 
MASSALIN PARTICULARES 
MERISANT 
MOLINOS RIO DE LA PLATA 
NESTLE 

CABA~~~AYESTANCIASANTAROSA 

NOBLEZA PICCARDO 
OFFICENET 
PARMALAT 
PE~AFLOR 
PEPSICO SNACKS 
PROALIMENTA GOLDEN PEANUT 
PROCTER & GAMBLE 
QUICKFOOD 
QUINSA 
RECKITT BENCKISER 
REFINERIAS DE MAlZ 
REVLON 
SWIFT 
TETRAPACK 
TRlGALlA 
UNILEVER 
WALT DISNEY 

LABORATORIES 
ABBOTT LABORATORIES 
ALCON LABORATORIOS ARG 
ASTRAZENECA 
AVENTIS ARGENTINA 
BAXTER 
BAYER 
BOEHRINGER INGELHEIM 
BRISTOL MYERS 
G Y M (PARKE DAVIS) 
GLAXO SMlTHKLlNE 
JANSSEN CILAG 
FARMACEUTICA 
LABORATORIOS POEN 
MERCK SHARP & DOMME 
NOVARTIS 
PHARMACIA ARGENTINA 
SCHERING ARGENTINA 

CHEMICAL INDUSTRIES 
BASF ARGENTINA 
CARGILL 
CLOROX 
DOW AGRO SCIENCES 
DOW QUlMlCA 
DUPONT 
HENKEL 
IFF 
MONSANTO 
ONDEO NALCO 
PRAXAIR 
SC JOHNSON 
SYNGENTA 
TFL 
VORlDlAN 

UTILITIES 
AGUAS ARGENTINAS 
CAMUZZI GAS PAMPEANA 
CORREO ARGENTINO 
DHL INTERNACIONAL 
DIVISION ENERGIA ORG 
TECHINT 
EDENOR 
EDESUR 
ENERGY CONSULTING 
SERVICES 
FEDEX EXPRESS 
GAS NATURAL BAN 
GASNOR 
METROGAS 
TRANSENER 
TRANSP GAS DEL NORTE 

HIGH TECHNOLOGY 
ACCENTURE 
AOL ARGENTINA 
BULL ARGENTINA 
CISCO SYSTEMS 
CLAXSON 
DELL COMPUTER 
EDS ARGENTINA 
EMC2 COMPUTER ARG. 
EMERSON 
HEWLEn PACKARD 
IBM ARGENTINA 
MICROSOFT DE ARGENTINA 
NCR ARGENTINA 
NEORIS 
NOVELL 
PEOPLESOFT 
SAP ARGENTINA 
SCHLUMBERGER SEMA 
SIEMENS ITRON BUSINESS 
SUN MICROSYSTEM DE 
ARG ENTl NA 
TTI 
XEROX 

INPUTS AND 
LONG-LASTING GOODS 

ALUAR 
CANTERAS CERRO NEGRO 
CASTROL 
CERAMICAS SAN LORENZO 
CHEVRON 
CIA GRAL DE COMBUSTIBLES 
DAIMLER CHRYSLER 
DESTlLERlA DE PETROLEO 
EG3 
FATE 
FERRUM 
FIAT 
FORD 
GERLACH CAMPBELL 
GRUPO IECSA 
INDUSTRIAS JOHN DEERE 
LOMA NEGRA CIA INDUSTRIAL 
MlCHELlN 
PAN AMERICAN ENERGY 
PEREZ COMPANC 
PETROBRAS 
PETROOUIMICA BAHIA BLANCA 
PEUGEOT CITROEN 
PLUSPETROL 
PULTE HOMES 
REPSOL YPF 
SADE INGENIERIA Y 
CONSTRUCCIONES 
SCI 
SHELL 
SIDERAR 
SIDERCA 
SOL PETROLEO 
SONY 
SPICER EJES PESADOS 
TECHINT CONSTRUCTION 
TECPETROL 
TOTAL AUSTRAL 
TOTALGAZ 
VOLKSWAGEN 
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BANKS AN0 FINANCIAL SERVICES 

ABN AMRO BANK 
AMERICAN EXPRESS 
ARGENCARD 
BANCO FRANCES 
BANCO GAUCIA 
BANCO HSBC 
BANCO ITAU BUEN AYRE 
BANCO RIO 
BANK BOSTON 
BNL 
BNP PARIBAS 
CAJA DEAHORRO Y SEGURO 
CHUBB ARGENTINA 
ClTlCORP 
CONSOLIDAR BBVA 
GRUPO ASEGURADOR GALlClA 
GRUPOZURICH 
ING BANK 
JPMORGAN CHASE 
il\ BUENOS AlRES SEGUROS 
LLOYDS BANK 
LUA 
MAPFRE 
MAXIMAAFJP 
METROPOLITAN LIFE AFJP 
UACIONAFJP 
XIGENES AFJP 
3RIGENES SEGUROS DE RETIRO 
PRUDENTIAL ARG 

SIEMBRAAFJP 
SIEMBRA SEGUROS 
JlSA ARGENTINA 

~ O Y A L  a SUN ALLIANCE 

COMMUNICATIONS 

ALCATEL DE ARGENTIN4 
AVAYA INC 
COMSAT ARGENTINA 
DIRECT TV 
EOUANT 
ERICSSON 
GRUPO CABLEWSION 
HUTCHISON 
IMPSAT 
IPLAN NETWORKS 
LUCENT TECHNOLOGIES 
MOVICOM 
NAHUEL SAT 
NEXTEL ARGEMINA 
NOKIA 
NORTEL NETWORKS 
SIEMENS 
TECHTEL 
TELECOM PERSONAL 
TELECOM 
TELEFE 
TELEFONICA DE ARGENTINA 
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1. INTRODUCTION 

Public social spending supports a variety o f  programs that are usually considered 
important instruments for reducing poverty. They range from short term palliatives such 
as emergency food programs to long term investments in the education o f  poor children. 
Likewise, some interventions are directly targeted to the poor while others are more 
universal in coverage. This chapter provides an overview o f  publicly-provided services 
for the poor while focusing on the performance o f  the social safety net during the recent 
crisis. 

The f i rs t  section o f  the study presents a general characterization o f  consolidated social 
spending in recent times: size and composition, cyclical behavior, and benefit incidence. 
Consolidated social spending, which includes all three levels o f  government (Le. national, 
provincial and municipal), i s  only available up to 2001. Furthermore, while the focus o f  
this section i s  on pro-poor social spending, expenditure data b y  program i s  not available 
at the consolidated level, so i t  i s  not possible to accurately distinguish between targeted 
and universal spending. This information is, however, available for the national 
government up to 2002, which i s  why the second section o f  this chapter focuses the 
discussion o f  targeted social spending on national assistance programs, which in turn 
represent the bulk o f  the social safety net, particularly since the crisis started. 

The second section reviews and assesses the government response to the recent crisis in 
terms o f  i t s  social safety net o f  national assistance programs targeted to the poor. This 
assessment i s  done in terms o f  (i) the ability o f  the safety net to protect the poor during 
the crisis; (ii) the adequacy o f  the safety net to  the poverty situation in Argentina, 
including i t s  ability to serve as a long-term investment in development; (iii) efficiency; 
and (iv) effectiveness. 

2. CONSOLIDATED SOCIAL SPENDING 

Argentina has one the highest levels o f  per person social spending in Latin America, and 
yet substantial poverty has persisted over time. Even in a recession year l ike 2001, 
consolidated public social spending (PSS) stood at 1,577 pesos per person (Table 1). This 
represents 22 percent o f  GDP and about 62 percent o f  total consolidated public spending 
(PS). There are several noteworthy trends regarding social spending in Argentina during 
the period 1990-2001. First, per capita PSS shows an overall upward trend. Second, 
although PSS and GDP show a strong co-movement, the share o f  PSS in GDP has 
increased slightly. Third, while the share o f  PSS in PS has not changed very much over 
the period, i t  increased up to 1994 and decreased thereafter. As regards the latest 
recession, PSS increased in 1999 despite the decline in GDP, and remained basically 
unchanged in 2001 while GDP declined. However, PSS was pro-cyclical in 2001. I t  i s  
worth noting that total spending has evolved exactly the same way as PSS during the 
recession, with one spending item consistently increasing throughout the period, namely 
debt service (82.6 percent increase between 1998 and 2001). Overall, these facts can be 
interpreted as an increase in government commitment to social issues and, in the case o f  
the ongoing recession, an attempt to protect social spending. However, this ability to 
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protect social spending during the recession appears to have been l imited by the 
increasing burden o f  debt service. 

Table 1. Consolidated Social SDending 1990-2001 
Real (mill.) Per capita %GDP %PS 

1990 36,291 1,116 18.57 61.14 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

4 1,743 
46,728 
50,886 
55,954 
53,691 
52,689 
55,660 
58,023 
61,195 
59,289 

1,266 
1,399 
1,503 
1,63 1 
1,544 
1,496 
1,560 
1,606 
1,673 
1,601 

19.62 
19.80 
20.26 
20.96 
21.17 
20.07 
19.76 
19.95 
21.63 
21.22 

63.18 
62.89 
63.97 
65.96 
65.14 
65.67 
65.1 1 
64.38 
63.18 
62.8 1 

2001 59,109 1,577 22.00 61.56 
Source: Direccidn de Gastos Sociales Consolidados, Ministry of  Economy. Real figures are based on a 

- - -  
combined index of  wholesale and retail prices, using 2001 as the base year. 

- 

The national government accounts for 50.28 percent o f  PSS in 2002 (Table 2), down 
f rom 59.72 percent in 1990, followed closely by provincial governments with 42.91 
percent, up from 34.29 percent in 1990, and a small share f rom municipal governments. 
Since 1990, regional governments, particularly provincial, have become an increasingly 
more important source o f  social sector funding, reflecting the decentralization process in 
sectors such as health and education. 

Table 2. Percentage Distribution of PSS -of Government a 1990-2001 
National Provincial Municipal 

1990 59.72 34.29 5.99 
1991 58.26 34.87 6.88 
1992 53.19 39.64 7.17 
1993 50.44 41.87 7.69 
1994 52.68 40.08 7.24 
1995 53.65 39.62 6.74 
1996 55.42 37.90 6.68 
1997 53.82 39.21 6.97 
1998 52.84 40.00 7.16 
1999 51.47 41.28 7.25 
2000 51.39 41.84 6.77 
2001 50.28 42.91 6.81 

Source: Direccidn de Gastos Sociales Consolidados, Ministry o f  Economy. 

More socia spending has been systematically going to social sectors than socle- 
insurance (Table 3). This i s  important since, as we w i l l  see below, social sectors are 
basically pro-poor while social insurance is basically pro-rich. I t  i s  worth noting that 



while, overall, social sector spending has increased both in absolute terms and as a share 
o f  social spending, i t has remained basically unchanged on both grounds during the 
recession, which i s  not consistent with a strategy aiming at protecting the increasing 
number of  poor people in the recession. Within social sectors, the largest spending i tem i s  
education (particularly basic education, which i s  more pro-poor) followed by health 
(public health assistance). I t  is  worth noting that while spending on basic education has 
been protected during the recession, spending on public health assistance has not. The 
social sector category that has increased the most during the period i s  employment, 
reflecting the introduction o f  the workfare program Trabajar in 1996, in the wake o f  a 
sharp rise in unemployment, and evidence that this was hurting the poor more than 
others. The program, however, contracted during 1999 and 2000 only to increase 
significantly in 2001. Within social insurance, social security i s  most important spending 
category (it i s  also the single most important category in PSS), followed by social health 
insurance. 

Table 3. Percentage Distribution of PSS by Spending Category 1995-2001 
1995 1996 1997 1998 1999 2000 2001 

Social sectors 40.41 40.95 43.56 44.67 45.15 44.41 44.95 
Education 20.29 20.67 21.75 22.07 22.89 23.69 23.69 
Health 8.86 8.80 8.90 9.07 9.61 9.36 9.51 
Water and sewerage 0.97 0.74 0.87 0.77 0.65 0.45 0.39 
Other urban services 4.21 4.40 4.30 4.20 4.22 3.67 3.71 
Housing and urban development 2.04 2.11 2.35 2.47 2.04 1.82 1.86 
Social assistance 3.61 3.59 4.52 5.04 4.83 4.57 4.62 
Employment programs 0.43 0.64 0.87 1.06 0.91 0.85 1.16 

Social insurance 59.59 59.05 56.44 55.33 54.85 55.59 55.05 
Health 14.54 14.11 13.91 13.65 13.81 13.66 13.53 
Social assistance 1.37 1.18 1.16 1.15 1.07 1.05 1.01 
Social security 39.57 39.87 37.88 37.26 36.40 37.25 36.95 
Employment 4.12 3.89 3.49 3.26 3.57 3.63 3.56 

Overall Benefit and Tax Incidence 

Table 4 reproduces the latest estimates o f  the incidence o f  social spending and taxes in 
Argentina f rom the Direcci6n de Gastos Sociales Consolidados (DGSC, 2002). Overall 
social spending appears to be equally divided between quintiles, although i t  i s  
progressive insofar as PSS represents a higher percentage o f  disposable income for 
poorer quintiles than for richer quintiles. This overall pattern, however, hides important 
differences within social spending. In particular, while spending in social sectors i s  pro- 
poor, i.e. the poor receive a higher share o f  social sector spending, social insurance i s  
pro-rich. This i s  not surprising since access to social insurance in Argentina typically 
requires having a j o b  in the formal segment o f  the labor market, which i s  less than half o f  
the workforce, and relatively few o f  the poor. Both types o f  spending are progressive. 
Within social sectors, DGSC (2002) finds that health and social assistance are very pro- 
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poor, education i s  slightly pro-poor while the rest are pro-rich.* Within social insurance, 
spending on social assistance i s  pro-poor and strongly pro-rich on health and 
employment.* While the poor pay a lower share o f  the total tax bill, the tax burden 
represents a higher share o f  their disposable income than for the rich. Thus the tax system 
to be slightly regressive. Overall, the poorer the quintile the higher the net social subsidy 
as a percentage o f  disposable income, a subsidy that i s  financed by the richest income 
quintile. Finally, the equalizing effect of PSS on the distribution o f  income more than 
offsets the regressive character o f  the tax system, so that overall social policy serves to 
improve the distribution of income. 

Table - 4. Incidence - of Social S p e m Q u i n t i w n t i n a  1998 
I I1 I11 IV V Total 

PSS 
% o f  PSS 
9% o f  disposable income 

% of PSS in social sectors 
% o f  disposable income 

% o f  PSS in social insurance 
% of disposable income 

% o f  total tax collection 
% o f  disposable income 

% o f  disposable income 

Before social policy 
After PSS 
After taxes 

PSS in social sectors 

PSS in social insurance 

Taxes 

PSS net o f  taxes 

Distribution o f  disposable income 

21.2 18.8 19.5 20.8 19.7 
147.3 62.2 38.6 24.4 6.9 

26.0 20.8 19.3 18.3 15.6 
127.9 48.6 27.1 15.1 3.8 

9.6 14.0 19.8 27.0 29.6 
19.5 13.6 11.5 9.2 3.0 

3.6 6.5 10.5 18.0 61.3 
43.0 36.7 35.4 36.0 35.5 

122.1 40.6 17.8 3.2 -14.5 

3.1 6.5 10.8 18.3 61.3 
6.3 8.7 12.3 18.7 54.0 
2.9 6.5 10.9 18.4 61.3 

100.0 
21.4 

100.0 
15.1 

100.0 
6.3 

100.0 
36.5 

100.0 
100.0 
100.0 

After social pol icy 6.8 9.1 12.7 18.9 52.4 100.0 
Source: DGSC based on consolidated social expenditure data, Encuesta National de Gastos de Hogares 
96/97, and Santiere et al. (2000). 

Social Spending and the Business Cycle 

Table 5 shows that total public spending and social spending are procyclical, although 
they only respond significantly to increases in GDP, and they do i t  proportionally. Within 
social spending, the pro-poor social sector spending responds more than proportionally to 
decreases in GDP while pro-rich social insurance spending responds proportionally to 
increases in GDP. Within social sectors, the only pro-poor type o f  spending the breaks 
the above rule i s  social assistance. Within social insurance, the two types of pro-poor 
spending (i.e. health and social assistance) are disproportionally hurt by recessions while 

' Spending on employment programs i s  not included in the analysis. However, Jalan and Ravallion (1999) 
found TRABAJAR to be well-targeted to the poor. ' Social security payments are not included in the analysis. 
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pro-rich types of spending only respond significantly to increases in GDP. Thus, it 
appears that not only has pro-poor spending not been protected during recessions but i t  
has actually been hurt more than other types of spending. 

- 
Increase in GDP Decrease in GDP 

Elasticity t-ratio Elasticity t-ratio 
Public spending 1.060 3.69 0.518 0.69 
Social spending 0.959 2.00 1.570 1.28 

Social sectors 0.873 1.66 2.952 2.42 
Education 0.312 0.61 3.855 3.27 
Health 1.381 2.66 1.991 1.78 
Water and sewerage 1.137 0.90 3.435 1.80 
Other urban services 2.004 2.34 0.609 0.29 
Housing and urban development -0.599 -0.39 5.384 2.34 

Employment programs 2.901 2.42 4.074 1.66 
Social insurance 1.050 2.09 0.508 0.39 

Health 0.135 0.26 2.017 1.32 
Social assistance -0.049 -0.09 2.019 1.14 

Emmment 4.050 1.87 0.620 0.27 

Social assistance 2.779 2.34 -0.055 -0.02 

Social security 1.223 1.96 -0.168 -0.09 

Notes: Elasticities are estimated using first difference regressions of the form dlnX, = c + [eld, + eo(1- 
d,)]dlnGDP,, where c i s  a time trend, el i s  the elasticity when GDP increases, eo i s  the elasticity when i t  
falls, and d, = I(dlnGDP,) takes value unity when dlnGDP, > 0 and zero otherwise. 

3. GOVERNMENT’S RESPONSE TO THE CRISIS: THE SOCIAL SAFETY NET 

This section reviews and assesses the government response to the recent crisis in terms of 
i t s  social safety net of national assistance programs targeted to the poor. This assessment 
i s  done in terms of (i) the ability o f  the safety net to protect the poor during the crisis; (ii) 
the adequacy of the safety net to the poverty situation in Argentina, including i t s  ability to 
serve as a long-term investment in development; (iii) efficiency; and (iv) effectiveness. 

Argentina i s  currently in the midst of a deep and unparalleled economic, social, and 
political crisis. In i t s  fourth year of recession, the economy this year i s  projected to 
decline by about 11 percent in real terms. With the peso depreciating sharply since i t s  
float, and undefined monetary policy, inflation could reach this year 90 percent. Such 
projections are subject to great uncertainty, as a stabilization program has not been 
clearly defined yet, and there i s  considerable uncertainty over the course of future 
economic policy. In the face of such a crisis, multilateral institutions are negotiating a 
sustainable macroeconomic policy framework that would secure stabilization and 
eventual economic recovery. 

Following on three years of economic stagnation, the downturn of the past six months has 
sharply aggravated social conditions in the country. Between October 2001 and May 
2002, the poverty rate in urban Argentina has increased by  39 percent to an astonishing 
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51.7 percent. This sharp increase in poverty i s  explained by both increasing 
unemployment (from 17.9 percent to 20.8 percent), particularly in the formal sector, and 
declining real incomes (as a result of  rising inflation and stagnant nominal wages). A 
recent study by  GonzBlez-Rozada and MenCndez (2002) finds that while unemployment 
accounts for the largest effect of  the increase in poverty during the period 1991-2001, 
while the largest effect of  the increase in poverty between 2001 and 2002 corresponds to 
inflation. 

This grave macroeconomic context has also had a strong impact on the health and 
education sectors where there i s  growing evidence of  the deterioration of associated 
indicators. The health system has all but collapsed, due to long rooted inefficiencies, but 
triggered of f  by  the present crisis. Financing o f  health insurance has deteriorated with 
high levels of  evasion and coverage has been reduced by  the destruction of  jobs in the 
formal sector. This has contributed to a soaring increase in the use of already financially 
fragile public hospitals, the traditional provider for the non-insured. Additionally, there 
has been a strong surge in the prices of medical inputs and medicines, particularly 
imported goods, and the consequent scarcity of  affected medicines, including those used 
for public health programs, most importantly tuberculosis (TB) and HIV/AIDS. In 
education, fiscal problems have contributed to delays in teachers receiving their salaries 
engendering conflicts with the teachers unions and work stoppages in a number of  
provinces. Fiscal constraints have also reduced funding for other school inputs, as well as 
for school lunches, factors which are likely to result in lower attendance levels and lower 
quality of schooling, with negative consequences over the longer term. Finally, the 
combined effect o f  al l  these factors has resulted in an increasingly conflictive social 
situation with high levels of  criminality, violence and diverse forms o f  protest. 

Conscious of the extreme stress in the economy and the attendant impacts on social 
conditions, the national government of  Argentina has been taking the bulk o f  the 
responsibility for formal public a ~ t i o n . ~  This response has been mainly channeled through 
the formulation o f  a Social Emergency Program. The main thrust of  this program i s  to 
provide the material support needed to avoid the most deleterious impacts o f  the crisis on 
the poor and vulnerable with actions in health, education, nutrition, temporary work, 
income support and community action. These investments are critical in ensuring 
continued human capital development among the poor and vulnerable groups in 
Argentina, and in protecting the existing human capital from serious deteriorations under 
the severe economic crisis. This program has been formulated in collaboration with the 
World Bank (WB) and the Inter-American Development Bank (IDB), who have 
supported i t  by reallocating $240 and $700 million, respectively, from existing loans to 
health, nutrition and education programs, although some of these reallocations have been 
approved as late as October 2002. In addition, both institutions have confirmed their 
willingness to provide additional funds should the government reached a macroeconomic 
agreement with the IMF. 

See Background Paper No. 1 by Fiszbein et al. for an analysis of  the other type o f  social risk management 
arrangement, namely the coping strategies adopted by Argentine families. 
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Table 6 shows that between 2001 and 2002 there has been a combination o f  overall fiscal 
contraction and a pro-poor shift in the composition o f  public spending o f  the national 
g ~ v e r n m e n t . ~  This ability to reallocate funds has been in part possible thanks to the 
government’s temporary default on i t s  external debt, so it i s  not clear how sustainable this 
reallocation strategy w i l l  be in the near future. Social spending, however, continues to 
have a strong universal nature. 

Targeted social spending (TSS), which funds programs directed at the poor and 
vulnerable segments o f  the population, has ex erienced a significant increase in nominal 
terms and as a percentage o f  social spending. This increase reflects the implementation 
o f  the Social Emergency Program, particularly the introduction o f  the workfare program 
Jefes y Jefas de Hogar. This nominal increase has been more than sufficient to counteract 
the effect o f  inflation, resulting in a 21 percent increase o f  TSS in real terms. When put in 
the context o f  the expected 11 percent decline in real GDP, TSS shows, in contrast wi th 
previous crises, an anti-cyclical pattern. When put in the context o f  a 42.8 percent 
increase in the poverty rate, however, this increase in real terms o f  TSS has not been 
sufficient to cope with increasing poverty, resulting in a 16.1 percent decline in spending 
per poor person in real terms. This decrease in TSS per poor person i s  higher than the 
decline in GDP or GDP per capita (1 1.9 percent). As shown later, however, only about 61 
percent o f  targeted social spending in 2002 takes the form o f  direct cash transfers to 
families. Direct cash transfers have increased by 81.7 percent in real terms and by 25.9 
percent in per poor terms. 

P 

Hence, given the combination o f  fiscal constrains resulting f rom lower activity rates, 
inflation and the sharp rise in poverty, the government’s efforts in reallocating funds to 
targeted social spending, particularly in the form o f  direct cash transfers, are notable, 
particularly when compared with the response to previous crises. 

Social spending i s  that included in the national budget, and thus i t  does not include programs funded by 
provinces or municipalities. However, the management o f  many national programs i s  decentralized. In this 
section, we choose to focus on social spending o f  the national government for three reasons: (1) 
Consolidated social spending i s  not available for 2002; (2) The detailed information by  individual program 
i s  only available at the national level, and this information i s  key for an accurate characterization o f  social 
spending, particularly targeted spending; (3) The national government has taken the bulk o f  the 
responsibility for formal public action to counteract the social impact o f  the crisis. 

Informacidn, Monitoreo y Evaluacidn de Programas Sociales [SIEMPRO] 2002). 
For a description o f  all targeted social assistance programs see Guia de Programas Sociales (Sistema de 
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Table 6. Social Spending and Targeted Social Spending of the National Government 
2001-02 

2001 2002 
Total spending 

Mil l ions o f  current pesos 48,935 46,091 
Mil l ions o f  1993 pesos 46,640 28,988 

Mil l ions o f  current pesos 28,651 29,587 
Mil l ions o f  1993 pesos 27,308 18,646 
% Total mendine 58.55 64.19 

Social spending 

Targeted social spending 
Mil l ions o f  current pesos 3,308 6,056 
Mil l ions o f  1993 pesos 3,153 3,816 
% Social spending 11.55 20.47 
% GDP 1.23 1.70 
Per poor person 240 202 

Source: SIEMPRO, based on information from the Ministry of Economy. The spending information for 
2002 refers to accrued expenditures at 12/31/2002. In  order to make the comparison between TSS in 2001 
and 2002 possible, funds allocated to national fund for housing (FONAVI) are excluded from TSS in 2001 
(about 656 million pesos). FONAVI i s  no longer considered part of TSS in 2002 (it i s  s t i l l  part of social 
spending though) as FONAVI funds became unconditional transfers to provinces in 2002. Real figures are 
based on a combined index of wholesale and retail prices, using 1993 as the base year. The poverty number 
for 2002 i s  based on the Encuesta Permanente de Hogares (EPH) of May 2002. 

- - .  

Table 7 shows that the combination of reallocation of public spending to TSS and 
relocation within TSS across functions has resulted in substantial increases in education, 
health, and, particularly, employment, which becomes the most important spending 
category. Within social assistance, there have been significant increases in food and cash 
transfers. These changes are consistent wi th  the priorities set forth b y  the Social 
Emergency Program. 

Table 7. Targeted Social Spending of the National Government by  Function 
P - 

200 1 2002 
Nominal Real % T S S  Nominal Real % T S S  

Health 273 261 8.25 448 282 7.40 
Social assistance 1,595 1,520 48.22 1,802 1,136 29.76 
Social security 1,014 966 30.65 1,115 703 18.41 
Education 131 125 3.96 353 222 5.83 
Employment 266 253 8.04 2,308 1,455 38.12 
Housing and urban development 17 16 0.51 16 10 0.26 
Water and sewerage 13 12 0.39 14 9 0.23 
Total 3,308 3,153 100.00 6,056 3,816 100.00 

See notes to Table 6. FONAVI has been excluded from housing and urban development in 200 1. 
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Social Assistance Programs 

W e  now examine more in detail the composition o f  targeted social spending by looking at 
the main social assistance programs in each spending category. 

Within social assistance i t  i s  worth noting the significant increase in funds allocated to 
food and conditional cash  transfer^.^ The bulk o f  the food assistance i s  channeled 
through the Programa de Emergencia Alimentaria (272 mi l l ion pesos), complementary 
nutritional foods (28.1 mil l ion pesos), and FOPAR (Programa Fondo Participativo de 
Inversion Social), whose funds have been reallocated to finance community kitchens and 
have increased substantially (from 8.5 mi l l ion pesos to 16.5 mi l l ion pesos). These 
programs provide daily food rations, a critical investment to ensure vital development o f  
human capital, for poor families, particularly the most vulnerable (Le. pregnant women, 
children and the elderly), through community kitchens. I t  i s  worth noting that an 
important part o f  food assistance has been channeled through already existing programs, 
wi th the aim o f  trying to facilitate quick and effective delivery to the poor and vulnerable. 
Because o f  the problems associated with in-kind transfers the Federal government no 
longer provides food directly to poor people. It now provides cash assistance directly to 
poor families, or financial resources to support various ongoing nutritional programs run 
by provincial and municipal governments. Most of the funds allocated to  food assistance 
for 2002 have been disbursed. This i s  not the case o f  FOPAR, which has been subject to 
important implementation delays, resulting in much lower disbursements than expected 
for 2002. These delays are mainly explained by the practical difficulties o f  i t s  
reformulation and problems dealing with local NGOs. For 2003, however, FOPAR i s  
expected to reach 54.2 mi l l ion pesos. 

The IDH (Ingreso para e l  Desarrollo Humano) i s  the most important conditional cash- 
transfer program (69.8 mi l l ion pesos). The program, which started being implemented in 
the second half o f  2002, i s  aimed at promoting the development, health and schooling o f  
children through the provision o f  cash transfers to poor families that are conditional on 
school attendance and health controls, and dependent on the number o f  children (up to a 
maximum of 150 pesos per family per month). The design and implementation o f  this 
program i s  built on the successes o f  programs such as PROGRESA in Mexico in terms o f  
school and health outcomes o f  children. The IDH, however, has been subject to 
significant implementation delays, resulting in much lower disbursements and coverage 
than expected for 2002. The delay i s  mainly explained by the inherent difficulties o f  
introducing a new program, particularly a means tested program, the need to update the 
census o f  the poor, and the constant reformulation o f  the eligibility criteria to  make i t  
more targeted and to avoid duplications wi th other programs such as Jefes. For 2003, 
however, IDH i s  expected to reach 227.5 mi l l ion pesos. 

As a whole, these transfers o f  cash and food are thus mainly targeted at those who are 
unable to work, such as pregnant women and the elderly, and those who should not work, 

The amounts reported in this section are in current pesos. ’ The most important part of social assistance funds, however, continues to be transferred to provinces for 
targeted social programs (1,079 mil l ion pesos), mainly covering basic social infrastructure. 
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such as children in school, which makes them an appropriate safety net, at least 
theoretically, given that an important part of  the rise in poverty i s  explained b y  declining 
real wages. 

Within employment, and targeted social spending as a whole, the most important 
program by far i s  Jefes y Jefas de Hogar (2,248 million pesos). This i s  an ambitious 
workfare program that i s  estimated to have reached around 2 mill ion beneficiaries by the 
end of the year, providing them with 150 pesos per month in exchange for work in 
community projects or training. The transfer amount was set at a level slightly below the 
going wage for full-time work for unskilled workers, so as not to discourage people from 
seeking more permanent jobs as soon as they become available, and thereby avoid 
distortions to the labor market. This transfer amount should also promote effective 
targeting of  the program to poor households. The design and implementation of  this 
program i s  built on the success of  i t s  predecessor Trabajar (Jalan and Ravallion, 1999) in 
mitigating the loss of income resulting from unemployment (as opposed to lower real 
wages), particularly given the low coverage o f  the unemployment benefit. This 
experience, along with the relatively simple structure of  the program and i t s  self-targeted 
nature, have facilitated the quick disbursement of  resources. The Jefes program was 
originally intended for unemployed household heads who have children at home. 
However, the large number of women participating in the program suggests that the 
definition of  who i s  a household head i s  flexible in practice. Compliance with key 
eligibility requirements (households containing children under the age of  18 and 
presentation o f  ID number) has improved gradually from i t s  early beginnings. I t  i s  now 
estimated that ineligible persons participating are less than 20%. For 2003, The Jefes 
program i s  expected to reach 3,055 mill ion pesos, thanks, in part, to the new loan from 
the World Bank. 

In education, and complementing the IDH, the Social Emergency Program seeks to 
maintain the provision of  education services and to facilitate access by  vulnerable groups 
through two means: (1) Providing basic learning materials, which may otherwise be out 
of  reach o f  poor families through the new program Uti les Escolares (30.8 mill ion pesos, 
including the reallocation o f  Bank funds for the purchase o f  computer equipment); and 
(2) Offering scholarships, through the program Becas Estudiantiles (200.1 mill ion pesos 
in 2002, compared with only 42 mill ion pesos in 2001), and school lunch programs (70 
million pesos), through the program Acciones Compensatorias en Educaci6n (84.1 
million pesos in 2002, compared with 18 million pesos in 2001), to encourage attendance. 
Most of  the funds allocated to these programs in 2002 have been disbursed, although 
Uti les Escolares has experienced implementation problems. 

In health, the Social Emergency Program aims to protect the most vulnerable and to 
maintain essential public health programs with support for the functioning o f  the public 
hospitals network, provision o f  essential drugs for the most vulnerable, and protection of 
priority public health measures. These measures include immunizations, disease control 
and ensuring services related to women’s reproductive health care and prenatal controls, 
such as anemia prevention, child delivery, newborn reception, post-partum and child 
health care, through the provision o f  pharmaceutical products, medical supplies and iron- 
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fortified milk. Essential drugs are provided free o f  charge to poor people by a new health 
emergency program called REMEDIAR (7.3 mil l ion pesos) through primary health care 
centers. The program started being implemented in July 2002 and has been subject to 
significant implementation delays. These delays have resulted in much lower 
disbursements and coverage that expected for 2002. These delays are mainly due to 
exchange rate fluctuations as many drugs are imported. This i s  also true for programs that 
provide drugs to combat specific illnesses, such as the national program to combat 
acquired immunodeficiency syndrome (AIDS) and sexually transmitted diseases (STDs) 
(2.7 mi l l ion pesos). For 2003, however, REMEDIAR i s  expected to reach 157.8 mi l l ion 
pesos while the assistance for AIDS and STDs drugs i s  expected to reach 123.8 million 
pesos. Vaccinations have been provided through the National Immunization Program 
(127.5 mi l l ion pesos). Complementing the efforts o f  food programs, actions related to 
maternal and child health and nutrition have been channeled through PROMIN (61.3 
mi l l ion pesos). Finally, an important part of targeted social spending in health continues 
to be focused on actions directed at those benefiting f rom non-contributory pensions (144 
mi l l ion pesos). Most o f  the funds allocated to the last three programs in 2002 have been 
disbursed. 

Within social security, funds allocated to pay unemployment benefits seem to have 
responded somewhat to the rise o f  unemployment in the formal sector (from 297 mil l ion 
pesos in 2001 to 472.3 million pesos in 2002). However, funds allocated to non- 
contributory pensions have decreased slightly (from 672 mi l l ion pesos in 2001 to 639.8 
mi l l ion pesos in 2002). 

Within housing and urban development, the most important program i s  PROMEBA 
which supports community projects aimed at upgrading poor neighborhoods. The 
program has been subject to significant implementation delays resulting in an unexpected 
decline in funds disbursed by this program with respect to 2001 (from 12 million pesos in 
2001 to 6 million pesos in 2002). This delay i s  mainly due to unforeseen increases in 
construction costs and the delay in passing the required provincial laws. In water and 
sewerage, funding for the Program for the Provision of Potable Water and Basic 
Sanitation (PROPOSA) has increased slightly f rom 9 mi l l ion pesos in 2001 to 9.6 mi l l ion 
pesos in 2002. 

Efficiency and Effectiveness of Targeted Social Spending 

In the debate over policies to fight poverty that has taken place over the past few years, 
there has been a general recognition that important amounts o f  targeted social spending 
could be reallocated to finance more effective programs that fight poverty b y  subsidizing 
income, either in cash or in kind (e.g. food, medicines, learning materials, health 
treatment). Within income subsidies, cash transfers are considered to  be more effective 
tools for poverty alleviation than in-kind transfers, particularly in the short-run, and to be 
less subject to the inefficiencies and administrative difficulties related to in-kind 
transfers. An important part o f  targeted social spending comprises programs that fight 
poverty through interventions in specific markets such as housing, health and education. 
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T o  determine more precisely the type o f  intervention to alleviate poverty used by each 
program, SlEMPRO proposes the following categorization o f  targeted spending: 

Table 8. Targeted Social Spending by Type of Intervention - -  
200 1 2002 

Nominal Real % Nominal Real % 
TSS TSS 

Income subsidies and social assistance 1,709 1,629 43.11 4,224 2,662 69.75 
In cash 1,343 1,280 33.86 3,691 2,326 60.95 
In kind 366 349 9.24 533 336 8.80 

Social promotion and development 145 138 3.66 133 84 2.20 
Infrastructure 29 27 0.72 27 19 0.45 
Health 264 252 6.66 437 275 7.22 
Education 89 85 2.25 153 96 2.53 
Unclassified transfers to provinces for 1,073 1,022 27.06 1,079 680 17.82 
targeted social spending 
Total 3,308 3,153 100.00 6,056 3,816 100.00 
See notes to Table 6. Social promotion and development includes productive development, social 
integration and community development, training and institutional strengthening, and emergencies. 
FONAVI has been excluded from Infrastructure in 200 1. 

As Table 8 shows, between 2001 and 2002 there has been a significant reallocation of 
funds toward cash transfers, which accounts for  61 percent o f  targeted social spending 
in 2002. This reallocation mainly reflects the introduction o f  Jefes y Jefas de Hogar. As 
mentioned earlier, the design and implementation o f  Jefes y Jefas de Hogar, as wel l  as 
IDH, build f rom the successful experiences o f  s imi lar  programs. These cross-cutting 
programs are part o f  a new effort to formulate more effective and efficient social policies 
in the face o f  the deep crisis in the labor market and the failure o f  more traditional social 
policies. In contrast with Jefes y Jefas de Hogar, however, IDH has been subject to 
serious implementation difficulties, resulting in significant delays. This i s  partly 
explained by the different targeting mechanisms used by each program: Jefes y Jefas de 
Hogar i s  a self-targeted program while IDH i s  a means tested program. 

SlEMPRO (2002) points out that, given the magnitude and seriousness o f  the social 
crisis, an immediate first step should be to reallocate funds to cash transfers. To this 
extent, i t  identifies substantial cost-saving opportunities in the funds allocated to  social 
promotion and development (which includes programs aimed at building the capacity o f  
individuals) and in-kind transfers. Part o f  these funds i s  used to finance an important 
number of small-scale programs with high operational costs and high degree of 
overlapping. In this areas, i t i s  possible to obtain gains in effectiveness and efficiency by 
merging programs and overlapping institutions and through the implementation o f  
management models that emphasize results. 

The fragmentation o f  programs within institutions and overlapping program objectives 
across institutions is a reflection o f  a broader and more serious problem, which i s  the 
historical lack of coordination of socialpolicies, and thus the lack o f  a clearly defined 
safety net strategy. This situation appears to  have improved in 2002 with the introduction 
o f  the Consejo Nacional de Coordinaci6n de Politicas Sociales (CNCPS). An important 
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tool in this new coordination effort i s  the description o f  social programs provided in Guia 
de Programas Sociales (SIEMPRO, 2002). 

Historically, very little has been publicly known about the coverage and efficiency o f  
social assistance programs. Basic monitoring data on the number o f  beneficiaries and 
budgets have been often lacking or unreliable. This basic information is now provided b y  
SIEMPRO for national and provincial programs, although the latter i s  s t i l l  limited.8 In 
addition, an Integrated Monitoring System (SIM) has been recently re-introduced by 
SIEMPRO, which tracks the performance o f  programs in terms o f  indicators o f  
implementation, product indicators (for example, unitary costs), coverage, results, and 
context. Although these are steps in the right direction, i t  i s  s t i l l  unclear how relevant and 
effective these new instruments are in practice. 

Targeting i s  an issue closely linked to the efficiency and effectiveness o f  social 
assistance programs. The Index o f  Unsatisfied Needs (NBI) has been the most common 
indicator used for targeting social programs. This index mainly measures structural 
poverty, weighting more heavily those aspects that persist over time as wel l  as housing 
conditions. Using the 1997 Encuesta de Desarrollo Social (EDS), the Bank’s report Poor 
People in a Rich Country (2000) found that while social assistance programs appeared to 
be strongly pro-poor overall, there was considerable leakage to the non-poor (35 percent 
o f  the benefits). More troublesome, 70 percent o f  the poorest quintile were not getting 
any benefits. The same picture holds when looking at food and nutrition programs, while 
housing programs were found to be badly targeted to the poor. On  employment, the 
workfare program Trabajar was found to be well-targeted to the poor (Jalan and 
Ravallion, 1999). In fact, Trabajar performed better than any other social assistance 
program for which incidence analysis has been carried out, which proves the power o f  
self-targeting mechanisms. Finally, on community development, the program FOPAR has 
been found to be the second best well-targeted program (SIEMPRO, 1997), which comes 
from a combination o f  careful geographic targeting and good self-targeting. 

In an attempt to overcome the deficiencies o f  the NBI, SIEMPRO has recently developed 
the Index o f  Quality o f  L i f e  (ICV), which approximates household per capita income 
through 22 variables that cover a broad range o f  structural as wel l  as transitory aspects o f  
poverty. This index i s  currently under trial and has been used to identify beneficiaries for 
the IDH. This index i s  part o f  a broader System for the Identification and Selection o f  
Current and Potential Beneficiary Families o f  Social Programs (SISFAM), which i s  a 
database that includes socioeconomic and demographic information o f  the poor and 
vulnerable at both provincial and municipal levels. This tool wi l l  be used to identify 
beneficiaries for different types o f  programs using a variety o f  indicators as wel l  as to 
identity new areas o f  intervention. I t  w i l l  also facilitate the analysis o f  benefit incidence. 
However, i t  i s  not possible to know how well-targeted the 2002 social programs are wi th 
the tools available. In particular, the only socioeconomic survey that i s  collected on a 
regular basis (i.e. EPH) does not collect information on program participation, except for 

Despite the efforts to consolidate public spending information from the national government, provinces 
and municipalities, the budget information by  individual program i s  only available at the national level. 
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the October 2002 wave, which includes information on Jefes and Jefas de Hogar. This 
deficiency calls for the need to develop more appropriate data instruments. 

This problem i s  common to impact evaluations, a key component in assessing the 
performance o f  programs in reducing poverty. Despite their strategic importance, impact 
evaluation studies are almost non-existent. In fact, the only true assessment o f  causality 
has been done for Trabajar (Jalan and Ravallion, 1999). Using post-intervention data and 
applying propensity score matching techniques, the authors found sizable gains o f  about 
half  the gross wage. Likewise, they found that the distribution o f  the gains to be 
decidedly pro-poor. As regards programs included in the 2002 budget, structured impact 
evaluation i s  contemplated for Jefes and Jefas, using a special module included in the 
October’s EPH. SIEMPRO i s  to carry out impact evaluations for the four IDB funded 
programs (Le. IDH, REMEDIAR, PROMEBA, and Becas Escolares). Baseline data i s  
expected to start been collected in 2003. To do that, the people interviewed in the 
Encuesta de Condiciones de Vida (Survey o f  Living Conditions) o f  2001 w i l l  be followed 
over time, thus effectively converting this cross-sectional survey into a panel, and special 
program modules wi l l  be added.’ If materialized, this i s  an important step toward 
developing more appropriate data instruments for program evaluation in the future 
(including benefit incidence analysis). Evaluating the impact of, at least, major social 
assistance programs i s  particularly important in crises as i t  provides the necessary 
feedback for possible corrections. Although the scope for collecting baseline data prior to 
an intervention and in the midst o f  a crisis i s  very limited, i t is st i l l  possible to do rigorous 
ex-post impact evaluations. 

An important factor affecting the effectiveness o f  the social safety net in protecting the 
poor during the crisis i s  its degree o f  flexibility. The use o f  some already existing 
programs has facilitated the quick disbursement o f  funds to  the poor, either directly or 
indirectly through reallocations. Some other programs, however, are new and as such 
they have taken some time to start being implemented. Likewise, an important part o f  
targeted social spending i s  not susceptible o f  being reallocated in the short-run. Overall, 
even though no amount o f  anticipation and preparation may never be sufficient to face 
the kind o f  social emergency that Argentina i s  going through, there i s  s t i l l  room for 
formulating a better counter-cyclical safety net. As Ferreira et a1 (1999) point out, this i s  
best done during good times, i.e. before a crisis hits. 

This i s  turn highlights the fact that an effective safety net for  the poor should be seen as a 
long-term investment in development rather than a strategy for temporary relief during 
crisis. In particular, the new programs such as Jefes y Jefas and IDH should not be 
conceived as transitory tools, but rather as permanent programs for poverty alleviation, 
dealing wi th issues o f  transient poverty, localized shocks, and poor-area development in 
normal years, and expanding during times o f  crisis to assist those temporarily in need 
(Ferreira et al., 1999). 

As regards the adequacy of the structure of the safety net to the poverty situation in 
Argentina, we have already mentioned that the safety net incorporates programs that 

The evaluation of  REMEDIAR wi l l  not be based on this survey but on a special module. 
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respond to the two mechanisms through which the impact o f  the crisis i s  transmitted. In 
particular, while targeted cash and in-kind transfers aim at compensating for declining 
real incomes, the workfare program Jefes y Jefas aims at mitigating the loss o f  income 
resulting o f  unemployment. However, as SIEMPRO (2002) points out, the current 
structure o f  the safety net does not adequately address the heterogeneity ofpoverty in 
Argentina. In particular, there i s  a deficit o f  interventions directed at impoverished 
middle sectors wi th medium to high levels o f  education, as well  as formal sector 
employees. I t  i s  worth noting the case o f  provincial and municipal public employees who 
in addition o f  getting l ow  wages they get paid in public bonds. The design o f  a safety net 
that addresses more adequately the heterogeneity o f  poverty requires more analytical 
work on the dynamics o f  poverty in order to identify and characterize the different groups 
o f  poor people (see Paz, 2002). 

Decentralization and participation. In an attempt to enhance efficiency and improve 
governance, many national social assistance programs are managed b y  provinces and 
municipalities. In addition, Community Action programs such as FOPAR and 
PROMEBA are managed by  NGOs and community based groups. However, as 
SIEMPRO (2002) notes, problems do persist with the decentralization o f  programs to 
lower levels o f  government, particularly in-kind transfers, as the historical lack o f  
institutional capacity o f  provincial and municipal governments are now aggravated by the 
deep fiscal crisis o f  the provinces. 

Community Action programs are part o f  the strategy o f  the Social Emergency Program to 
build upon the institutional capacity o f  NGOs and community based groups to mobilize 
self-help, provide sustenance and maintain social capital. In addition to an increased role 
in local implementation, these groups would also be mobilized to provide monitoring o f  
the execution o f  various components o f  the Social Emergency Program. In February- 
March 2002 the WB carried out a Rapid Social Assessment to get an additional 
perspective on the situation, to review the role o f  c iv i l  society organizations (CSO) in 
providing social assistance and their capacity to respond to growing demand for services, 
and to support the design o f  the Social Emergency Program, including community 
participation and monitoring. The Social Assessment indicated that the demand for 
entering into the rolls o f  the food kitchens operated by the 73 surveyed CSOs had 
increased b y  almost 100 percent during the January-February 2002 period alone, but at 
the same time, their ability to mobilize their own resources to continue funding these 
activities, normally accounting for 55-80 percent o f  total cost, was under severe stress. 

The Social Assessment also confirmed the readiness o f  CSOs to participate more actively 
in the oversight o f  social emergency measures to enhance transparency and targeting. 
Local CSOs and a team from the WB, the United Nations Development Program (UNDP) 
and the IDB have developed a proposal for a social monitoring consortium to help audit 
the social emergency measures. The design process involved an intense program o f  
meetings with CSOs and the government. The Social Monitor, as i t  i s  called, i s  currently 
engaged in capacity building activities focused on building a social accountability culture 
and providing civic literacy to a wide range of CSOs, particularly those o f  the social 
program beneficiaries, wi th  social auditing activities expected to start soon. 
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I. INTRODUCTION’ 

1. At the end o f  2001, after three years of economic recession and a progressive deterioration the 
country’s social welfare, Argentina plunged into a period of serious institutional crisis marked by 
President De L a  Rba’s resignation, a succession o f  interim presidents, the cessation o f  external debt 
payments and the abandonment of the monetary policy of parity with the dollar. Throughout 2002 
economic recession grew: in the first semester inflation reached 70% and GDP i s  expected to fall by 
16% (what i s  equivalent to go from U S  $8,210 per capita in 1998 to U S  $2,850 at present). I t  i s  
estimated that unemployment, which was already high in October 2001 (18%), reached 22% in mid 
2002, and that 53% of  the population lives in poverty conditions*. 

2. In the context of this serious economic and social scenario, the Argentine press has presented 
numerous articles on the health sector crisis. There has been frequent news on the under-supply o f  
basic inputs for hospital and ambulatory care; similarly, there has been news about services cut off 
because o f  their huge accumulated debts, or that point out that public health priority programs run 
the risk o f  being discontinued. The different health sector players claim for preferential treatments 
to ease their financial difficulties. Meanwhile, the National Government and many provincial 
governments have taken emergency measures to face the crisis in the health sector. 

3. Which i s  the impact of the crisis that the country i s  going through on the health sector and the 
health o f  the population? T h i s  document i s  aimed at answering this question. Therefore, in the first 
section, i t  presents the links between the general crisis o f  the country and the health sector. Then, in 
the second section, it analyses the situation of the two main health subsectors, and reviews their 
current financial and operating conditions. In doing so, previous sector deficiencies which may 
have contributed (and may contribute) to aggravate the situation and limit response capacity are 
taken into account. The third section o f  the document analyses the changes in the health coverage 
o f  the population and the effective service demand from people, in particular from those with the 
lowest income levels. The fourth section discusses the probable impact o f  the crisis on the health 
status of the population. Finally, the document offers some brief conclusions. 

4. Before we proceed, a note o f  warning. Documenting the impact o f  the current social and 
economic crisis on the different dimensions o f  the Argentine health sector in a fast manner i s  not an 
easy task. The weakness o f  the sector’s information and monitoring systems, the characteristic 
fragmentation of the Argentine health system, the marked heterogeneity among the different 
provinces and the methodological limitations inherent to a study of this nature3 are important 
challenges to overcome, and prompt us to be prudent in our analysis. Notwithstanding these 
limitations, this type of exercise i s  useful to show the severity and magnitude of the crisis, to 

’ We appreciate the comments and contributions of Ar ie l  Fiszbein, Luis PCrez, Marcel0 Bortman, Paula Giovagnoli, 
Daniel Dulitzky, Isabella Dane1 and Yanina Budkin. 

* Fiszbein, Giovagnoli and Ad6riz “Argentina’s crisis and its impact on household welfare”. World Bank. 2002. 

For example, latency periods that render late effects an a multiplicity of causal associations in the analysis of the impact 
of the crisis on the health status of the population. 

3 



identify those areas that require more research and documentation, and - even more important - to 
facilitate the definition of immediate and long-term actions that wi l l  contribute to overcome the 
situation. 
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11. LINKS BETWEEN THE GENERAL CRISIS AND THE HEALTH SECTOR 

5. Argentina has stood out in Latin America for i t s  high human development rate. Regarding 
health, the country was well known for i t s  advanced degree o f  epidemiological transition, i t s  high 
level o f  expenditure4, its extensive service supply and the high technological level o f  health service 
providers. At the same time, the Argentine health sector has been facing important challenges 
derived from the inequity o f  intra- and inter-provincial allocation o f  resources and in health status, 
institutional inefficiency (specially in the insurance role), regulatory weakness and sector 
fragmentation. 

6. The poor economic performance o f  the last years, stressed by the political and institutional crisis 
in recent months, and added to the fast deterioration of social conditions, affects the different 
subsystems that form the health sector and threatens the health and welfare o f  citizens in the short 
and long term, especially of those with fewer resources. The health sector crisis i s  an immediate 
consequence o f  the steep fall in i t s  different financing sources and the growing deterioration in the 
l iving conditions o f  the population. To this we should add chronic inefficiency conditions and 
structural deficiencies that limited the reserves o f  the system beforehand and weakened i t s  capacity 
to react in a moment o f  greater demand. 

7. The impact o f  the current crisis on the health sector can be explained by four primary factors: 

1 Progressive deterioration in the financing o f  the different subsystems. In the case of social 
security, this deterioration i s  the result o f  (i) the fall in the collection o f  worker-employer 
contributions due to higher unemployment rates. The Ministry o f  Economy reports a 
15.5% decrease in tax collection in the f i rs t  8 months o f  2002 used for the National Health 
Insurance Service (SNSS), compared with the same period in 2001j; and (ii) the increase in 
outstanding employer debts and evasion of contributions. It i s  estimated that a 15% of 
declared employment i s  not making contributions to SNSS. In the public subsector at 
national and provincial level, the fall in financing derives from the allocation of the normal 
f low o f  funds to national priority programs and to hospitals, respectively. Finally, the 
reduction o f  the average income level o f  the general population diminishes the capacity of 
users themselves to co-finance the system directly by paying a fee. In fact, 50% of the 
households interviewed for a survey conducted by the World Bank at national level 
reported a decrease in their nominal income between October 2001 and June 2002; 

Rise in the cost o f  imported medications and biomedical inputs as a consequence of 
devaluation, with negative implications in terms o f  supply and access to them. For example, 
in the f i rst  quarter of 2002, one province recorded an average 170% increase in the quoted 

2 

For year 2000, prior to the fal l  of convertibility, health expenditure in Argentina represented aproximately 8.5% of GDP 
and was equal to US $653 per capita. Tobar, F. El gasto en Salud en Argentina. PIA-ISALUD. 2002. 

I t  i s  possible that Decree 492 from 1995 and Law 25,239, which reduced employer contributions to SNSS from 6% to 
5%, had contributed to a financing reduction in the system in the last 6 years. Howerver, the effect that this lower 
contribution could have on the generation and continuity of jobs, eventually compensating or even increasing the total 
contributions of formal economy to social security should also be analysed. 
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price o f  250 medications6. 

Increase in the demand for public hospital services, as a consequence o f  the reduction o f  the 
range (and effectiveness) o f  health insurance coverage, o f  the lower out-of-pocket spending 
capacity o f  people and the deterioration o f  l iving conditions, without an increase in the 
budget for public hospitals. 

Higher epidemiological risk, as a consequence o f  the deterioration o f  the social and 
economic conditions of a great part o f  the population. 

3 

4 

8. The first two factors affect service supply and are analyzed in the next section on the basis o f  the 
information provided mainly by the Health Service Superintendency (SSS) and by the Ministry o f  
Health (MSN). The last two factors affect the demand for services and are analyzed in more detail 
in chapter I11 o f  this document, on the basis o f  the information provided by the social survey 
conducted by the World Bank in the first semester o f  2002. 

Health Under-secretariat, Neuqukn Province. 
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111. THE FINANCIAL AND SERVICE PROVISIONING SITUATION OF HEALTH SUBSYSTEMS 

9. The National Social Security Subsector. The national social security subsector revenues have 
fallen as a consequence o f  the crisis. Between the f irst semester of  2001 and the f i r s t  semester of 
2002, the total revenues o f  the National Health Insurance Service (SNSS) - which covers 
approximately 11 million citizens (30% of  the population) without counting the INSSJyP - fe l l  
12%. The average income o f  the System (which includes direct revenues from national health funds 
- obras sociales nacionales - and revenues from the Solidarity Redistribution Fund (FSR)) fell from 
$249 to $220 million pesos per month (see Graph 1). This drop impacts directly on insurance agents 
- obras sociales nacionales (OSN) - the revenues of which come mostly from these contributions 
and mandatory prices. The primary causes of this fall in revenues are the decrease in employment 
and the rise in outstanding debts and evasion. 

Graph 1 
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Source: www.ai3p.gov.x and information from SSS 

10. The new legislative measures introduced by the National Government are aimed at protecting 
the revenues o f  OSNs. In March 2002, the National Government introduced legislative changes 
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that once more increased mandatory employer contributions to  OSNs7 from 5% to 6%. As a 
consequence o f  this increment, as from July 2002 OSNs direct monthly revenues have gone up. 
Nevertheless, although the monthly revenue average (excluding revenues from FSR) in these two 
months ($248 mill ion pesos) favorably compares to the average o f  the same period in 2001 ($226 
millions), i t  remains below the revenue for the same period in 2000 ($253 millions). In conclusion, 
the increment in the percentage o f  employer contributions to SNSS has improved OSNs revenues 
with respect to 2001 and the beginning o f  2002, but it seems not to be enough in itself to reach the 
revenue levels of 2000~. 

11. The efforts of the National Government have also focused on strengthening the revenues o f  the 
Solidarity Redistribution Fund (FSR) and therefore, i t s  redistribution capacity to SNSS. In March 
2002, a decree o f  the executive raised the contributions o f  OSNs to FSR from 10% to 15% and 
from 15% to 20%, according to the salary level o f  the worker and the nature o f  the health fund? 
This measure, together with the increment in employer contributions, has accounted for a 67% 
increase in the average monthly revenue o f  FSR between the f i rst  semester in 2002 and the months 
of July and August, reverting the fall in annual revenue recorded since 1997 (see Table 1)". 

Table 1:Solidarity Redistribution Fund. 1997-2002 

In millions of pesos 

Source: Health Service Superintendency, 2002; 
Note: i t  does not include transfers from FSR to MSN, which are of $10-$15 million pesos annually. 

' Budgetary Law 25,565. Year 2002. 

* The impact of this decrease in the total revenues of OSNs on the revenue per member (or per beneficiary) i s  not clear. I t  
i s  estimated that the total number of OSN members has also gone down simultaneously with the fall in the revenues of the 
system, but the information that would be necessary to compare the relation between both behaviours i s  not available yet. 

Necessity and Urgency Decree (DNU) 486, 2002. 

lo The communication and implementation process of the measure, which implied a change in revenue collection and 
compensation to SNSS and FSR through AFIP, explain the three-month delay in the impact o f  the price increments. 
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12. This effort to collect more revenue in FSR may stop i t s  recent deficit tendency. Since 2000, 
transfers from FSR to OSNs (through the direct subsidy by beneficiary), to SSS and to the Special 
Programs Administration (APE) exceeded the corresponding revenue collection. Nevertheless, if in 
the remaining o f  this year transfers follow the tendency observed in July and August, FSR higher 
revenues could lead to a positive balance for the second semester o f  the year (see Table 1). 

13. But OSNs have had a considerable accumulated debt for a long time, which i s  a reflection o f  
the structural imbalances o f  the sector and i t s  management models, but not o f  the current crisis. 
According to SSS figures, OSNs accumulated debt, excluding the Social Security Institute for 
Retirees and Pensioners (INSSJyP or PAMI), reached $1,040 mill ion pesos in August 2002 (see 
Table 2). This debt explains why different national health funds are cutting of f  services to members 
and 38 o f  them (which comprise more than one mill ion beneficiaries or 10% of the total insured 
population) have undergone a “cr isis process”, as they allege they cannot pay their debts; out o f  
these national health funds, 17 OSNs (which provide coverage to 5.5% of the OSN system 
beneficiaries) have made payment agreements with their debtors, one went bankrupt and the rest are 
waiting for an administrative decision on the validity o f  their requests to make payment agreements 
with their creditors. This chronic debt and the financial restrictions o f  the current crisis, have 
contributed to the breakdown o f  the payment cycle with suppliers. 

Table 2: SNSS consolidated current service liabilities 

(Suppliers and providers) 

~~ ~ ~ ~ _ _ _  

Source: Health Service Superintendency, 2002 

14. The crisis o f  SNSS insurance agents seems to be not only financial but also related to service 
provision. A recent SSS study revealed that by January 2002, 62% o f  statutory insurers in the 
Buenos Aires city area did not comply with Plan MCdico Obligatorio (PMO), the mandatory health 
benefits package. In other regions o f  the country, non-compliance with this basic insurance plan 
goes beyond 80%. Therefore, the National Government has worked to reformulate an emergency 
PMO aimed at protecting the basic services in harmony with the situation of the country. 

15. In this scenario, i f  current regulations (on service provision, financial, economic and 
administrative requirements) for SNSS insurance agents were applied, a significant percentage o f  
the 268 OSNs would fal l  under the crisis diagnosis and would require a restructuring plan andor 
exclusion from the system. This situation has led SSS to review crisis-related criteria and 
procedures. 

16. Not  only insurance agents are facing more severe chronic imbalances - SSS-managed 

9 



programs within SNSS are also confronted with this problem. That i s  the case o f  the 
Special Program Administration (APE), which finances SNSS high complexity services of 
l o w  incidence, and has accumulated a millionaire debt with OSNs. I t  i s  estimated that the 
total amount of this debt, although it i s  not consolidated yet, i s  o f  approximately U S  $100 
millions. Similarly to the case o f  OSNs, a large part o f  this debt i s  prior to the crisis and 
reflects APE structural problems in the definition o f  the service menu to finance and the 
mechanisms to do it. In this respect, Graph 2 shows that until 2001, between 46% and 66% 
of the total amount paid b y  APE was used in institutional subsidies to OSNs. Likewise, 
many o f  the medical services covered by APE are for non-specialized chronic pathologies. 

Graph 2 Graph 3 

Administracion de Programas Especiales 
Paid, Transferred and Requested 
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*For 2002, the information covers from January to August. 

Administracion de Programas Especiales 
Amount Paid to OSN 

160 1 An I 
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**Service subsidies correspond to payments made in 2001 for disability care (28%), HIV-AIDS (38%), drug dependency 
(2%), high complexity (16%) and others (9%). “Financial Assistance” corresponds to discretionary subsidies to OSNs, 
currently banned by an SSS resolution. 

Source: WB on the basis of www.ape.gov.ar and information from SSS. 

17. At the end of August 2002, APE had spent almost all (96%) o f  the resources transferred by 
SSS for the current fiscal year (see Graph 3). However, this represents only 41% o f  the amount that 
OSNs requested from APE eligible services to be provided, thus generating an additional $68 
mill ion pesos debt in the first eight months o f  the year, which i s  added to the previous debt. 
Clearly, APE service menu, frequency and cost i s  not sustainable with the present financing sources 
and deserves prompt revision. 

18. INSSJP (or PAMI). The financial and service provisioning situation o f  PAMI, which covers 
3.2 mill ion Argentine citizens (among them, 91% are elderly citizens over 65 yeas o f  age) i s  not 
good in the context of the cr is is  either. PAMI financing comes from various sources: (i) active 
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workers contributions, equivalent to 5% o f  their salary (3% contributed by the employee and 2% 
contributed by the employer), (ii) contributions from retirees and pensioners, which vary between 
6% and 3% o f  their income, depending on whether their income i s  above the minimum wage or not, 
and (iii) contribution from the national treasury. In the last months o f  2001 and the beginning o f  
2002, PAMI revenues fel l  nearly 4096, and accumulated a total deficit o f  US $1,867 millions by 31 
May 2002. This deficit represents over 75% o f  i t s  total annual operating budget. 

19. However, as Graph 4 shows, the financial deficit of PAMI i s  a chronic problem. Between 1995 
and 2001, a period that i s  prior to the crisis, the national treasury made "extraordinary" 
contributions to the entity for nearly U S  $1,700 millions, although financial balance was not 
achieved. The efforts made since 2000 to reduce expenditures and the different internal attempts to 
reform the operating model have been insufficient to eliminate operating imbalances. 

Graph 4 

Revenues and Expenditures 
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ource: World Bank 2002 

20. PAMI has financed itself mainly through i t s  service providers, by  means o f  deferred payment 
agreement and payment delays. Out o f  the debt accumulated by the entity at the end of 2001, 
approximately U S  $806 millions belong to services already provided (including US $150 millions 
debt with the pharmacy network). Only in the past year, PAMI added service debts worth nearly U S  
$515 millions. 

21. As a consequence o f  not reimbursing input and medical care providers, medical assistance (and 
pharmacy services) were periodically cut o f f  for PAMI beneficiaries throughout the country. The 
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suspension o f  services - or on other occasions the delays in service provision, which may be 
unnoticed due to the weak service control mechanisms and the frequency with which patients are 
referred to the public or private subsector - becomes a cost retention variable in detriment o f  service 
quality. 

22. The National Government has recently taken measures aimed at improving the financial 
situation o f  PAMI in the short-term. The new PAMI Law approved by the National Congress" (i) 
raises employers contributions from 1.5% to 2% and (ii) establishes that the accumulated debt by 
June 30, 2002, o f  approximately $1,550 mill ion pesos (excluding legal debts but including non- 
accelerable debts), i s  to be cancelled with contributions from the Treasury and with future superavit 
to be generated by the organism. The payment of the debt w i l l  solve the problem o f  delayed 
reimbursement to service providers while the increased contribution w i l l  render, in theory, higher 
revenues". However, it i s  evident that these measures w i l l  not guarantee a sustained deficit 
reduction as they do not solve long-dated structural problems and limit the scope of action of the 
entity. 

23. Provincial Health Funds. The financial and service provisioning situation of most provincial 
health funds (OSPs) i s  likely to be s i m i l a r  to the one described for OSNs, even though there are 
some exceptions. Many of the adverse effects that the national insurance sector i s  facing are 
replicated at provincial level (for example, the presence of cross subsidies, accumulated debts and 
weak management control systems), together with a regulatory void. Unfortunately, up-to-date 
consolidated information on the situation o f  the autonomous 24 OSPs, which provide insurance 
coverage to approximately 5.5 mill ion people (15% o f  the population), i s  not available. I t  i s  
necessary to analyze the situation of OSPs in depth and establish a permanent monitoring 
mechanism. 

24. Public Subsector. It i s  estimated that public hospitals (most o f  them provincial and in less 
frequently, municipal), which cover approximately 15 mil l ion Argentine citizens who do not have a 
health insurance (40% of the population), are simultaneously facing (i) a delay in the normal f low 
o f  funds, which w i l l  lead to a fall in hospital financing if this delay continues ti l l  the end o f  the year, 
and (ii) an increase in service demand. The poor fiscal situation o f  provinces - aggravated by the 
difficulties in federal co-participaton transfers - explain the former. However, there are differences 
among provinces, as some of them have strengthened their budgets for hospitals. The deterioration 
o f  health insurance effectiveness and range o f  coverage and the reduction the population's o f  out-of 
pocket spending capacity explain the latter: for example, between October 2001 and May 2002, the 
percentage o f  population that has health coverage only through public hospitals rose from 36% to 
43% - see Graph 5.VV 

25. But, as in the social security subsector, it i s  necessary to  acknowledge that there are long-dated 
operating deficiencies in public hospitals that aggravate the situation. For example, in Argentina 
public hospitals provide a high percentage o f  their services to people that are covered by national 

l1 Law 25615, July 2002. 

As in the case of the increment in contributions to SNSS, the impact that this measure can have on labor i s  not known. 12 
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health funds but only recover a minor part (in the best o f  cases) o f  the cost o f  the services. 
Historically, the sector has acknowledged that a significant fraction o f  the population that goes to 
public hospitals has some type of health insurance (the figure i s  between 20% and 40%). 
According to the recent World Bank survey on the crisis, from the heads o f  households who 
reported that some member o f  the household received care in a public hospital between October 
2001 and June 2002, 16% was covered by a national or provincial health fund, 9% was a PAMI 
member and 2% had a private health insurance (mutual or pre-paid health plans), making a total of 
27% (see Table 3). This figure i s  very close to the findings o f  the 1997 Social Development 
Survey, which reported that out o f  the total population that received medical care in public 
institutions, 30% was covered by a health fund or had a private health insurance plan. 

Without Coverage (Only Public Hospital) 

Obras Sociales (National or provincial) 

73% 

16% 

I INSSJ~P (PAMI) I 9% I 
Private 2% 

26. However, public hospital billing and cost reimbursement from these third party payers i s  
minimal. Historical behavior shows that billing to third parties accounts for less than 5% o f  the total 
operating budget of the provincial hospital network. Besides, 80% of  the total billing presented at 
national level corresponds to just 15 institutions out o f  approximately 150 hospitals that use this 
reimbursement circuit. At the same time, these 150 entities that try to recover at least some o f  their 
costs represent a little more than 9% o f  the total o f  the nearly 1,600 hospitals in the MSN national 
autonomous hospital registry. 

27. Additionally, since 2000, two tendencies which contribute to low cost recovery on the part of 
public hospitals are observed (see Table 4): (i) contrary to expectations, total public hospital 
amounts billed to social security have gone down, and (ii) more bills from autonomous public 
hospitals are rejected by insurance agents. In the f i rst  semester o f  2002, only 44% of the amounts 
billed by public hospitals was approved for reimbursement, compared to the 86% in 2000, largely 
reflecting that PAMI did not accept billing from public hospitals. Recent reforms to the national 
price l i s t  (nomenclador tarifario nacional) - price reductions - aggravate this behavior, at least in the 
short term. Consequently, there i s  a considerable cross subsidy that deteriorates the financial 
situation of public hospitals. Besides, this subsidy implies a double payment in the sector and an 
additional transfer o f  public budget resources to health insurance agents. 
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Year k e a r  2000 k e a r  2001 First Semester 2002 
Total amount billed to Oss and INSSJyP 80,445 88,524 27,612 
Total authorized 69,398 42,240 12,039 
% Authorized I Billing 86% 48% 44% 

28. The relative financing reduction o f  public hospitals before a growing demand (together with 
delays in the financial f low o f  their usual budgets and the management deficiencies which are 
characteristic o f  the public network) led to a basic input crisis in recent months. The lack o f  inputs 
(especially medications and surgery inputs) has became evident in many hospitals and has led to the 
cancellation o f  scheduled surgeries and lower care quality. However, the unavailability o f  
consolidated information on hospital financing, service production and unit costs make it difficult 
to support this statement. I t  i s  clear that there are many anecdotal cases of important hospitals 
where scheduled surgeries had to be temporarily suspended or priority had to be given to the most 
urgent ones. Equally, there have been cases o f  delays in the payment o f  salaries or in requests for 
inputs that patients had to buy for their assistance. However, there are also hospitals that report that 
they do not lack inputs in spite o f  the crisis and are working under "normal" conditions. Monitoring 
hospital behavior more closely should be a priority for the Argentine health sector. 

29. I t  could be thought that the situation in primary care should be at least equal to (if not worse 
than) that o f  provincial and municipal hospitals. I t  i s  predictable that the pressure o f  high 
complexity and sub-specialty expenditures has deviated resources towards the needs of large 
hospitals, but there i s  no consolidated information in this respect. Anecdotal cases reveal difficulties 
in timely provision o f  basic preventive care (for example, toxoplasmosis and syphilis detection 
during pregnancy). However, it i s  necessary to analyze the effects o f  the crisis on the distributive 
efficiency of the public health sector in depth. 

30. As with public hospitals, public health programs need to become stronger to face the greater 
demand and epidemiological risk. In this context, MSP - jointly with multilateral cooperation 
agencies - i s  taking measures to protect financing and the implementation o f  national priority 
programs. MSN current credit for 2002 for national programs was $752 mill ion pesos at current 
value (by October 12, 2002), compared with $279 mill ion pesos used in 2001. This means more 
than one duplication in national financing for these programs in the last year, in terms o f  their share 
in nominal GDP. For example, in the case o f  the mother and child care program, there was an 
increase from $29.5 mill ion pesos used in 2001 to a current credit o f  $72.3 millions for 2002. 

31. The private subsector. The private health subsector has contracted as a result o f  the crisis. In 
Argentina, before the crisis, private expenditure represented more than 40% of  the total expenditure 
o f  the sector, including in private expenditure out-of-pocket expenses made by people 
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independently o f  their coverage. In 1997 i t  was estimated that 13% o f  the population contracted 
some type o f  private health insurance. However, the current crisis has modified this situation by 
generating (i) a deterioration in the financial balances o f  private insurers, (ii) a delay in the payment 
of services to their provider network, which are now paid over 180 days later (against the previous 
scheme, where payments were made less than 45 days later), and (iii) a reduction in membership 
rates due to user desertion or migration to more economical plans or other subsectors. Between 
October 2001 and June 2002, according to the World Bank crisis survey, the proportion o f  the 
population covered by mutual funds, pre-paid health plans and other private payment services fell 
8%. Likewise, the percentage o f  the population with double insurance coverage (health fund and 
private insurance) decreased, indicating that the additional private coverage was dropped. Pre-paid 
insurer chambers (Acami, Ademp and Cemic) report a 12% drop in the number o f  members for the 
first semester o f  2002. 

32. Payment cycle breakdown. As a result of the very high levels o f  debt that the different 
insurance subsectors have accumulated with providers, and both with medical and surgery input 
suppliers (in particular with the pharmaceutical industry), the payments, input supply and service 
provision cycle has broken down. I t  i s  estimated that at the end o f  the first semester o f  2002, SNSS 
alone had accumulated a $3,000 million pesos debt with providers and suppliers, most o f  them 
private (see Table 6). 

33. Private providers are facing the consequences o f  this payment cycle breakdown. Their 
receivable debts went beyond U S  $2,000 millions before the fall o f  convertibility, specially with 
PAMI and national health funds, for which they are the main service providers. For the pharmacy 
network, this sum was close to U S  $600 millions only with social security entities; this includes a 
U S  $150 mill ion debt with PAMI. The current consolidated value o f  this debt i s  not known. 

Table 6: Estimation of SNSS accumulated debts 

irst semester 2002 Millions o f  Pesos 
National Health Funds (OSN) 
INSSJyP (PAMI) 
Special Program Administration (APE) 
OTAL 3008 

Source: SSS and World Bank 

34. Medications and inputs. The delay in the payment cycle, together with the uncertainty about the 
new currency exchange scheme, has important implications for the supply of medications and 
inputs. Apart from the receivable debts already mentioned, medication suppliers face difficulties 
when they have to anticipate the dollar value to be used for the commercialization o f  medications. 
Therefore, there are no reference prices for many products. In the face o f  this uncertainty, some 
provinces report that many o f  their suppliers have suspended or cancelled their delivery orders, or in 
some other cases have requested to deliver orders only for restricted consumption periods, not 
longer than one month, with price increases (quoting the price in dollars) and provided the order i s  
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paid in cash or within a very short time frame. 

35. In fact, an important increment in the cost o f  medications and inputs i s  observed after 
devaluation. T h i s  increment affects primarily but not exclusively, imported medications (or with 
imported active principles). A study o f  250 medications in April 2002 shows that the price quoted 
in pesos was, on average, 170% higher than the reference price quoted in 2001. In the case o f  
inputs, a s i m i l a r  phenomenon i s  observed. For the same period, a study shows an average 200% 
increase in the price quoted for 100 firs-aid inp~ts '~ .  Another study14 reports that in the first three 
months of 2002, for a sample o f  26 frequently used medications, a 55% price increase was recorded 
(and in some cases the rise reached 130%). The same study highlights the fact that, although the 
active principles with which those medications are made are all imported, they have little incidence 
as price sources for medications, with an average 6% share o f  total costs. This situation explains 
various actions taken by the National Government focused on improving access to medications (and 
discussed in the next section). 

l3 Health Under-secretariat, NeuquCn Province. 

l4 Tobar, F. Acceso a 10s Medicamentos en Argentina: Diagn6stico y Altemativas. Boletin Fhnacos.Vo1. 6, Numero 4, 
Sep. 2002. www.boletinfarmacos.org/boletines.htm 

16 



Iv. COVERAGE AND ACCESS OF THE POPULATION TO HEALTH 

36. The crisis has not only stressed the chronic institutional problems o f  the Argentine health sector 
but has also affected the health insurance coverage o f  the population and their access to services. 
Evidence from a survey at national level, conducted by the World Bank to identify the impact o f  the 
crisis on households, shows a decrease in (i) health insurance coverage, (ii) access to health services 
and medications, and (iii) the use o f   service^'^. 
37. The crisis has reduced the range o f  the health insurance coverage in Argentina, mainly at the 
level o f  SNSS and in the private sector. By  June 2002, 12% of the people interviewed reported that 
they had lost or changed their health coverage in the last 8 months. The main changes identified 
were a one point loss in the coverage o f  health funds of any type (from 43% to 42%) and o f  private 
insurances (from 16% to 15%), as well as an increase in the percentage o f  people who reported that 
they only had public hospital coverage (from 37% to 42%). The decrease in the coverage of health 
funds i s  specifically due to a decrease in the coverage of union-run health funds (from 17% to 
15%), while the coverage of provincial health funds did not change - remained at 15% - and 
reflected the same level o f  provincial public employment. Meanwhile, the coverage o f  PAM1 
slightly increased (from 6.8% to 7.1%). In the same period, the people who reported double 
coverage (social security and private) also decreased. Graph 5 shows these changes and, as a 
comparison, it also shows an estimation of the national coverage o f  the different subsectors for 
1997, according to the Living Conditions and Social Development Survey (conducted by Siempro). 
I t  i s  worth noting that there are important methodological differences between both sources of 
information16. 

l5 T h i s  survey covers 2,800 households (more than 10,000 people) in different regions of the country both urban and rural, 
not dispersed. I t  was conducted between June and July 2002 and i t  included retrospective questions on changes in 
consumption habits and the use of services in households, taking as a point of reference October 2001. While some of the 
questions were addressed to all members of the household, others were restricted to the head of the household. 

l6 The two surveys differ in  size, statistical accuracy, objectives and preparation time. The EDS 1997 survey was carried 
out only in urban areas, interviewed individuals (and not households) and asked about previous month events (compared 
to retrospective questions over an 8 month period). 
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Graph 5. 
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Source: World Bank 2002 Survey and CEDES 2002 

38. This loss in formal health insurance has had a stronger impact on the poorest and represents are 
larger potential demand for public hospitals. While 3.2% o f  the poor'7 lost their OSN and private 
insurance coverage, only 0.9% of  the poor was able to keep these coverages. This translates into an 
increase in the people with fewer resources who report that they depend on public hospitals: by June 
2002, 61% of  the poor reported that they had only public hospital coverage, compared to the 
previous 55%. On the other hand, for those who are not poor, the major change i s  the loss o f  double 
coverage, that i s  to say, the fact that they had to cut down on an additional expense that allowed 
them to have a complementary private insurance (see Table 7). 

l7 The poverty rate was calculated based on income, using INDEC official regional poverty lines. 
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39. The crisis i s  also reflected in the greater barriers to health service access especially for those 
who are poorer. Of  all households interviewed that needed health care between October 2001 and 
June 2002, 38% reports that at least one member of the household was not able to buy medications 
when it was needed; 27% reports that they were not able to see a physician when they felt  they 
needed it; and 33% reports that they were not able to have the tests prescribed by the physician. For 
the same period, even more households reported that they had not had access to dental or mental 
health care (psychological or psychiatric). Access difficulties are higher for 20% of the poorer 
households but affect all income levels, especially in the case of access to medications. For 
example, in Quintile 5 households that needed medications, 20% report they were not able to buy 
them (see Table 8). 

On the total Households that Needed i t  Quintile 
1 2 3 4 5 

Not  able to buy medication needed 61 45 37 30 20 
Not  able to see physician as needed 39 34 21 22 13 
Not  able to have tests when prescribed 52 43 29 26 16 

Total 
38 
27 
33 

Source: World Bank 2002 Survey 

40. Access to medications was also measured in the Living Conditions and Social Development 
survey conducted by Siempro in 1997. In this survey, individuals from urban areas who consulted a 
physician for health problems and were prescribed medication, were asked if they were able to get 
this medication. 5% reported they were not able to get it. Considering the methodological 
differences between the two previously mentioned surveys, this figure i s  hardly comparable to the 
38% o f  households that needed medications between October 2001 and June 2002 and report that 
at least one member o f  the household was not able to buy them. However, both surveys suggest that 
access to medication i s  a critical subject to be thoroughly analyzed in the future. In fact, the 
National Ministry o f  Health responded to the problem o f  access to medication with a generic 
prescription Law, approved by Congress at the end o f  August 2002, an with a specific program to 
guarantee the supply o f  essential medication in public network primary care (REMEDIAR 
Program). The impact of this Law and the Program on the access to medication should be subject to 
future assessment. 

41. The effectiveness of health insurance also seems to be seriously affected by the current crisis. 
O f  the heads of households that reported that one member o f  the household was not able to buy 
medication, see a physician or have prescribed tests, 41% had health fund coverage (including 
PAMI), 7% had private coverage, 2% had double coverage y 50% relied on public  hospital^'^. This 
implies that even with a social security coverage, access to medication, physicians or 

'* In  breaking down results by quintiles, statistical accuracy i s  lower because the calculations are based on a lower number 
o f  observations. 

I t  i s  worth noting that according to Siempro 1997 survey, of the people who did not get the prescribed medication a 
comparatively lower percentage (31%) was a member o f  a Health Fund (Obra Social) and 60% had only public sector 
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complementary tests was not necessarily guaranteed. I t  i s  worth noting that out of all the heads o f  
households who had a national health fund coverage, 16% reported that at least one member o f  the 
household did not have access to these services; when they were covered by PAMI, 38% did not 
have access; and of those who only had public hospital coverage, 51% did not have access to the 
services (see Graph 6). 

Graph 6 
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42. The main reason for not having access to health services was lack o f  money to buy medication, 
or to make co-payments or to pay physicians, followed by the lack o f  health fund coverage a long 
way off. Looking into the reasons for no-access by income quintiles, i t  i s  observed that lack o f  
money (to buy medication, to make co-payments, or for transport) i s  the reason for no-access o f  
66% o f  the cases, and i s  the most important reason both for the quintiles with the higher income as 
well as for the poorer. The second reason for no-access differs among quintiles: the poorer have no 
because they do not have health fund coverage, while for the wealthier quintiles no acces i s  due to 
the fact that the health fund does not provide or cover the services any more. Finally, difficulties 
inherent to service management (waiting periods, difficulties to get an appointment, etc.) explain 
15% o f  the needs felt but not fulfil led and are a more important reason for no-access in the poorer 
quintiles than in wealthier ones (see Table 9). 

coverage. 
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43. The out-of-pocket health expenditure has also been affected by the current circumstances in the 
country, and families have changed their behavior to adjust to them. In Argentina, the high rate of 
out-of-pocket expenditure has been constant, in spite o f  the wide coverage through public 
subsystems and social security. On average, households use 7% o f  their budget for health 
expenditures2'. The reduction o f  the average household income caused by the crisis affected the 
total household budget and therefore, the money available for health expenditures. Consequently, 
since October 2001, households report changes in their habits to make a better use o f  their budgets. 
Specifically, (i) 38% of households report that they resort to public health centers more often than 
to private ones, (ii) 38% report that they take their children to preventive medical checkups less 
frequently, (iii) 13% report that they have dropped health insurances, and (iv) 5% o f  the households 
report that they are behind with the payment o f  health insurance fees, while 8% believes they w i l l  
be behind with these payments in the future. The f i rs t  two measurements affect households in all 
income quintiles, and also households where the head o f  the household has health fund coverage 
(see Table 10). 

1 2 3 4 5 Total 
71 62 67 67 60 66 
6 16 22 29 27 18 
28 18 15 8 4 17 
18 18 15 9 7 15 

Table 10: Health coverage of Households that changed habits 

% without 
explicit 

coverage 

56% 

67 % 

Df those that adopted the measure 
% with % with % with 
OSN OSP PAMI 

coverage coverage coverage 

17% 16% 3% 

9% 11% 9% 

Measures taken by the Household 

Take children to preventive medical control less 
frequently (boys and girls below 12 years of age) 
Use public care centers more often than private ones 
Source: World Bank 2002 Survey 

2o Maceira 2002, based on the National Survey on Household Expenditure conducted by INDEC. 
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Iv. IMPACT ON THE HEALTH OF THE POPULATION 

44. The deterioration o f  the social and economic conditions o f  a large part o f  the population, added 
to the risk o f  weakened basic public health programs in charge o f  national and provincial 
governments, could negatively affect the health o f  the population. Although there i s  no conclusive 
statistical data in this respect, it cannot be discarded that the crisis could lead to an increase in 
morbidity and mortality through i t s  negative impact on health related determining factors - access to 
services, social and environmental context, and l i fe styles. There i s  special concern about mother- 
infant health, and emerging andor re-emerging diseases (for example, tuberculosis, dengue 
HIV/AIDS). 

45. In the mother-infant field, the strong correlation between reducible pathologies and poverty 
levels, added to the lack of basic primary care inputs (medication and diagnostic aids), i s  a reason 
for alarm. The information system o f  PROMIN project reveals that between July 2000 and 
September 2001 there seemed to be a fall in the coverage and the quality o f  mother-infant services 
in a group o f  health centers located in urban areas with a high percentage o f  households with 
unfulfilled basic needs (NBI). The changes detected and to be confirmed in the future include: 

1 

2 

3 

a 43% fall in pregnancy care coverage (from 57% to 32%); 

a 23% fall in early training for pregnant women (from 3 1 % to 24%); 

the deterioration in the quality o f  prenatal control, especially for women with lower 
incomes, as it i s  reflected in the difficulty to perform toxoplasmosis andor syphilis tests in 
some locations; and 

a 20% fall in the percentage o f  children who undergo an adequate number o f  health controls 
during their f i rst  year o f  l i f e  (from 25% in January 2001 to 20% in September 2001). 

46. The World Bank crisis survey ratifies the meaning o f  this finding and suggest that this tendency 
continues in 2002: 38% o f  households with children under 12 years o f  age report that, since October 
de 2001, they take their children to preventive medical controls less frequently. Although this 
change affects all quintiles (see Table 1 l), it has a more severe impact on the poorer quintile, where 
57% of  the households report a decrease in the frequency o f  preventive controls for their children. 

4 

Table 11: Changes in Household Habits (by income quintile) 

Quintiles 

% o f  households with children under 12 
hat report they are taking them to 
reventive medical controls less frequently 

Source: World Bank 2002 Survey 

47. In the case o f  PAI, according to information provided by MSN, at the end o f  2001 the vaccines 
that were not delivered to the provinces were equivalent to the stock needed for an entire quarter. 
During that same year, and even in 2000, the supply o f  vaccines was erratic, and may have affected 
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the effectiveness o f  the Program. I t  i s  estimated that in 2001, 30% o f  the infant population did not 
have access to one vaccine provided by PAL A quick evaluation performed by M S N  in 8 provinces 
shows that the absolute number of doses applied fe l l  in 2001, in relation to 2000, in all the different 
coverages in the program. Consequently, the Ministry anticipates that effective coverage has 
dropped in the national aggregate. For example, the national coverage o f  the MMR vaccine in 
children under one year of age fe l l  from 91% in 2000 to 89% in 2001. B y  August 2002, data from 
the national campaign against measles shows a 64% coverage, which i s  not enough to avoid the 
circulation of the virus. 

48. On the other hand, the epidemiological surveillance system reports an increase in some 
endemic disease cases. By  August 2002, compared with the same period o f  the previous year, 
SINAVE reported increases o f  : 

1 

2 

32% in notified AIDS cases (from 581 to 765 cases); 

113% in acute vector Chagas (from 3 to 7 cases) and o f  24% in cases o f  acute congenital 
Chagas (from 63 to 78 cases); and 

480% in the number of Leishmaniasis cases (from 101 to 586). 3 

49. The deterioration o f  the social and economic conditions o f  the population let us anticipate that, 
if timely actions are not taken, the country w i l l  also experience and increase in seasonal diseases. 
However, information from SINAVE shows that by August 2002 there was not an increase in the 
number o f  notified cases o f  acute diarrheic diseases, upper respiratory infections or meningitis. 
But, in the latter case, although the total number of cases reported did not increase, compared with 
the same period in 2001, the percentage o f  cases with "non-specified" etiology doubled. On the 
other hand, in the same period, trichinosis cases doubled (with an outbreak in L a  Pampa) and the 
cases o f  leptospirosis grew 17%; the latter had already tripled in 2001, including an outbreak on the 
outskirts of Buenos Aires city. 

50. Finally, there i s  evidence o f  an increase in violence against individuals and o f  mental health 
problems. According to the World Bank crisis survey, 20% o f  the population reported that they 
have been the victims o f  crime or violence instances between October 2001 and June 2002. Besides, 
changes in the mental and emotional status of individuals are observed, with a higher percentage of 
surveyed households reporting that they feel discouraged or without hopes for the future, compared 
with how they felt  before October 2001. Mental illnesses have already recorded a duplication of 
emergency consultations and suicide i s  a particularly worrying subject for the Society o f  Pediatrics 
as it seems to have grown among adolescents". 

21 T h i s  higher stress context can also lead to an increase in the incidence o f  heart disease. 
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V. CONCLUSIONS 

51. The current political, economic and social crisis that Argentina i s  facing generates a strong 
pressure on the health sector. This pressure i s  stressed by long-dated structural limitations, as well 
as by the preexistent inefficiencies o f  insurers and providers. All subsectors are negatively affected: 
social security (both national and provincial), the private sector and public services. 

52. The main features o f  the impact of the crisis in the health sector are: the increased demand for 
public care services; the higher financial imbalances o f  the different institutions (in particular 
national insurers) with the resulting growth in the level of debts; the deterioration o f  coverage and 
the effectiveness of health insurance, and more access barriers to health services. The possibility o f  
a negative impact on national priority health programs and an increase in the morbidity and 
mortality o f  the population could aggravate this scenario. 

53. The population with lower resources seems to be the more affected by the impact o f  the crisis. 
In particular, the poorer Argentine citizens who in a higher percentage have lost their health 
insurance, are confronted with more access barriers to services (especially their access to 
medication), have postponed their effective demand more often and are exposed to the risk o f  
catching diseases. Consequently, there i s  a greater demand for public hospital services, which have 
had a limited response capacity for a long time. 

54. The impact on the health o f  individuals seems evident, and i s  revealed by poignant anecdotes. 
However, considering the latency periods prior to the manifestation o f  impacts, the multiplicity of 
causal associations, the discrimination and recording difficulties they imply, and the design o f  
current health information systems, it w i l l  probably not be possible to measure the impact 
objectively until the end o f  the f i r s t  quarter o f  2003, when 2002 information wil l  start  to 
consolidate. 

55. In 2002, the national and provincial governments have taken different specific actions to 
respond to the crisis in the health sector. Close and thorough monitoring o f  the different 
dimensions of the sector i s  required to verify the sufficiency and appropriateness o f  these measures 
that have already been taken, and to timely anticipate the ones that are to be taken. Among the 
latter, measures to correct long-dated sector problems should not be overlooked. 
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THE IMPACT OF THE CRISIS 
ON THE ARGENTINE EDUCATIONAL PROCESS 

Introduction 

Since the end o f  2001 and throughout 2002, the Argentine economic and social crisis has 
become extremely profound. This paper i s  aimed at analyzing the impact o f  such a crisis on 
the educational sector and the education that students receive. Increased unemployment and 
underemployment, the drop in the purchasing power o f  wages and i t s  effects on family l i fe 
and the capacity to satisfy basic needs are factors that affect with greater intensity 
traditionally poor sectors, as well  as those sectors which were not poor until recently. The 
World Bank i s  preparing a series o f  papers that analyze i t s  social effects in depth. This 
paper i s  adds to the documents “The Argentine crisis and its impact on household welfare” 
(A. Fiszbein, P. Giovagnoli, I Ad~r i z ) ,  and “The Argentine health sector in the context of 
the crisis” (J. Uribe y N. Schwab). 

This paper focuses on the following 6 aspects: the impact o f  the crisis on (i) coverage and 
schooling; (ii) financing; (iii) the normal development o f  the educational process, which i s  
affected by delays in the payment o f  teachers’ wages; (iv) compensatory programs; (v) the 
production o f  information by the system; and (vi) student’s learning. 

The availability o f  information was a limiting factor for this study, as there are no direct 
records o f  the real impacts o f  the crisis on the educational process o f  students. The 2002 
data on dropouts, retention and mathematics and language results wi l l  be available only in 
the course o f  2003. There i s  no data on the social situation o f  students either, especially on 
child labor, which could be linked to educational indicators. Therefore, the study i s  based 
on (a) information gathered directly f rom some provinces; (b) information produced by the 
Federal Education Council (Consejo Federal de Educacih); (c) information processed from 
the Permanent Household Survey (PHS) conducted by the National Institute o f  Statistics 
and Census (INDEC); (d) information processed by the World Bank (WB) survey; (e) data 
from previous years, which reveals trends that w i l l  facilitate the interpretation of the current 
situation; (f) information about national assessment schemes. 

a) Impact on coverage and assistance levels 

The various methodologies used for the analysis o f  the available data suggest that there are 
no indications o f  aggravated dropout and desertion rates due to the crisis. Data f rom recent 
years processed b y  INDEC reveals that schooling rates have not changed significantly in 
the last years. When analyzing the data gathered by the latest household surveys (October 
2001 and M a y  2002), we observe that between 2001 and 2002 the inter-annual dropout rate 
i s  slightly lower than in previous periods. Finally, a survey conducted b y  the Wor ld  Bank in 
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June 2002 confirms such records‘. Thoese are the main sources to be used, as the 
information systems of the educational system are not prepared to obtain data about 
students who dropped out of school during the year in course, nor about how many were 
promoted or not during the school year. 

The rate of children of obligatory school age who attend school has remained constant at 
about 98% during the last 4 years. The data from the permanent household surveys that 
INDEC conducts periodically shows that behavior, as illustrated by graph 2. The lef t  axis 
shows the percentage of students aged 6 to 14 who report that they are attending school. 
The right axis measures the poverty rate. We observe that in the last four years, while 
poverty levels kept going up, school attendance remained constant. The May 2002 period i s  
specially worth noting, as the poverty indicator grows noticeably and school attendance 
remains stable. There are several explanations about why school attendance did not drop, 
which wi l l  be discussed later. 

Source: Author’s analysis based on Permanent Household Survey, INDEC 

’ There are several prior studies that hold that macroeconomic crises do not have a strong impact on the 
educational attainment o f  the population affected by the crisis. Melissa Binder (“Schooling Indicators during 
Mexico’s Lost Decade” Economics o f  Education Review 18, 1999) shows that the positive impact on 
schooling o f  the drop o f  the cost of opportunity o f  students’ time neutralized the negative impact on schooling 
caused by the greater restrictions on liquidity in Mexico in the eighties. In a study on Peru, N. Schady (“The 
Positive Effect of Macroeconomic Crisis on the Schooling and Employment decisions of Children in a Middle 
Income Country” BM 2002) shows that negative effects were not observed on school attendance during the 
1988-1992 macroeconomic crisis, and that in fact, the children exposed to the crisis completed more years o f  
education. Similar results were observed in the Indonesian crisis o f  the late nineties (Lisa Cameron “The 
Impact of the Indonesian Financial Crisis on Children: Data from 100 Villages Survey”, BM 2002). R. Cossa 
(“Determinants of Schooling Attainment in Argentina: an empirical analysis with extensions to policy 
evaluations” University o f  Chicago 2000) examines the 1960-1992 period in Argentina and shows that there 
i s  little evidence to say that a short-term macroeconomic crisis significantly affects the general schooling 
trends, as long-term factors are the ones that have more influence on the probability to continue studying. 
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The inter-annual dropout of students aged 6 to 15 i s  not higher between years 2001 and 
2002 than i t  was in previous years. The permanent household survey i s  designed in such a 
way that the responses of 75% of households in the sample can be tracked from one period 
to the next. I t  i s  possible to get an approximation of inter-annual dropouts by taking school 
attendance data recorded by the October surveys and following the response of these people 
in May of the following year. This exercise was conducted for the 1998/1999 and 
2001/2002 transitions. The percentage of students aged 6 to 15 who dropped out between 
years 98/99 i s  1.18 %, while for years 2001/2002 this number i s  equivalent to 0.93%. 

The survey on the impact of the crisis at national level conducted by  the World Bank in 
June 2002 does not record a higher dropout rate either. In terms of school desertion, the 
findings of this survey coincide with the data from the Permanent Household Survey 
(PHS). One of the questions presented was whether any member of the family had dropped 
school or had postponed school entry during the year 2002. According to the responses 
obtained from the interviewed households, the dropout rate was 0.2% for children aged 6 to 
12,0.6% for students aged 13 to 15, and 2.3% for 16 to 18 year olds. 

Even though students in the 18 to 25 age group, might be expected to leave their studies to 
provide their families with additional incomes, we find that this situation i s  not reflected in 
the data obtained through the household surveys. In May 1998, the proportion o f  young 
people aged 18 to 25 who reported that they attended some type of educational institution 
was 40.3%. In the last survey -Mayo 2002- this percentage was 44.5%. In other words, i t  
seems that the proportion of young people who study has grown (Graph 3). There are 
several explanations for this, among which the high unemployment rate seems to play an 
important role in this particular age cohort. 

i 
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The main visible impact on household behavior i s  found in the reduction o f  school supplies 
purchases. The WB survey gathers information on the adjustments made by families that 
could affect their children's education. The percentage o f  families that have changed their 
children from private to public schools or to more economical private schools i s  very low. 
On the other hand, a large proportion o f  households report that they have reduced school 
and learning material purchases. Table 1 details family responses about their behavior in 
relation to their children's schooling costs. 

3.1 Yo Substituted private schools for more economical 
ones 

b) Impact on the financing of the system 

Public financing for education comes from the provinces, the government o f  the City o f  
Buenos Aires, and the National State. The provinces are in charge o f  running the 
educational system in all levels but for the university level. On the other hand, the National 
State i s  in charge o f  financing public universities and support programs for the provinces, 
to improve the quality, equity and efficiency o f  the system. 

In the nineties, total investment in education (including the provinces and the national state) 
grew from $5,700 mi l l ion in 1991 to $13,141 in 2000. Although there i s  no final data on 
provincial expenditures for 2002 yet, the information available indicates that this increment 
in total expenditure has been maintained in 2001 and 2002. Section 'd' shows that the crisis 
has not had a great impact on the absolute levels o f  expenditure, but rather in the uses o f  the 
budget. 

Analyzing national expenditures, we see that the main components are: (i) public 
universities; (ii) salaries for transferred tertiary institutes; (iii) the Teacher Incentive Fund - 
FONID-; (iv) infrastructure, equipment and teaching materials programs; (v) information 
and efficiency programs; and (vi) assistance programs. Table 2 shows the funds allocated 
for these purposes, grouped by universities; wage transfers to the provinces - points (ii, iii); 
and investment programs -points (iv, v, vi). 
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Source: National Treasury Secretariat (Secretaria de Hacienda de la Nacion). 

(1) Refers to wage expenditure for tertiary level transfers, and as from 1999, it includes the Teacher Incentive 
Fund (FONID). 
(2) Includes an accrual of 330 millions which became effective in 2002. 
(3) The data from 2002 corresponds to current credit by the end of November. The data from 2003 
corresponds to the Budget Law for 2003. 

I t  i s  important to highlight three aspects that stem from the analysis o f  the table: 

0 The budget for universities budget remained stable in the last years. In the 2003 budget 
there i s  an 11 % increase compared to the level o f  expenditure in 2001. If we add a 
special allotment that was incorporated during the parliamentary treatment o f  this sector 
-$160 millions- the increase granted for 2003 i s  of  20.5% with respect to 2001. 
In 1999, FONID was incorporated, which implied an accrual o f  $660 millions per year 
in 2000 and 2001. Hal f  o f  what was allocated to the 2001 fiscal year was not paid and 
has remained as money owed to teachers to be paid in 2002. 
The greatest variation in the period i s  recorded in the amounts allocated to national 
programs in the provinces (compensatory, infrastructure, equipment, scholarships, 
training, assessment, statistical information, curriculum development), which soared 
dramatically in 2002.’ 

0 

0 

During 2002, national funds were reassigned, thus incrementing allotments to be used for 
assistance schemes. As the social crisis worsened, the scope o f  the scholarship program was 
widened and i t s  execution simplified. A new budget l ine i tem for school lunches was also 
added. Both assistance components required $237 mi l l ion - $192 mi l l ion more than those 
projected at the beginning o f  the fiscal year. 

Amounts allocated to national programs grew by $293 millions (151%) between 1994 and 1998, and 
progressively declined as from 1999, until they reached a level below the initial amount i n  2001. 
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Graph 4: Evolution of Investment in Basic Education Programs 

$600,000 
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accrual 
by 12/31102 

Source: Ministry of Economy and Ministry of Education, Science and Technology. 

Graph 4 shows that the total amount budgeted for 2002 for national programs i s  higher than 
the amount executed in the previous years, and that these additional resources are directed 
towards assistance programs instead o f  infrastructure or equipment investment. The last bar 
on the graph shows a significant difference between the amount o f  resources budgeted and 
the resources accrued. Table 3 analyses this difference in greater detail, showing the 
evolution o f  allotments and identifying the initial amount, the original amount established 
by the budget law; current credit by the end o f  October, after subsequent restructurings; and 
projected execution at the end o f  the year. 
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Budget 
execution data 

Initial credit 

$1,812,557 Current credit 

Projected 

1 1/29/02 

Universities 

$1,819,992 

% projected 

current credit 

Source: Ministry of Economy 

Investment in schools and centralized 
technical programs 

Investment 
irograms in School Scholar- Total for 

the lunches ships Programs 
provinces* 

$223,490 $0.00 $45,210 $268,700 

$263,849 $72,000 $1 67,823 $503,672 

$97,000 $72,000 $155,000 $324,000 

36.80% 100.00% 92.40% 64.30% 

md Ministry of Education, Science and Technology. 

Regulated wage GENERAL 
transfers TOTAL 

Transferred Teacher 
Tertiary incentive 

$133,923 $0 $2,222,615 

$40,109 $0 $2,356,338 

$1 3,000 $0 $1,937,000 

32.40% 0.00% 82.20% 

Expenditure in thousands of current pesos; excludes central expenditure, science and technology bodies and 
national academies. 
* Investment programs in provinces (teaching, infrastructure, training, assessment, etc.) 

From the projected execution for 2002, the following points are noted: 

i) 

ii) 

iii) 

iv) 
V I  

vi) 

vii) 

The 

Relatively high execution in allotments for universities (88% ti l l  the end o f  November 
- that figure implies that execution w i l l  be completed b y  the end o f  the year); 
Relevant under-execution o f  investment program allotments (training for teachers, 

teaching equipment, and infrastructure) in the provinces. I t  i s  estimated that i t  wi l l  
reach only 37% o f  the current credit; 
Special fund allocation for school lunches that was not included in the initial credit; 
this amount was has been entirely executed; 
The amount assigned to scholarships tripled, and the pace o f  execution was stable; 
Reduced allotments for transferred tertiaries (32.5% wi th  respect to current credit, but 
only 11 % on initial credit). 
The Teacher Incentive Fund disappears in the 2002 budget but, as was mentioned 
earlier, $330 mi l l ion were paid which were recorded as a financial execution o f  fiscal 
year 2001. 
The execution average i s  relatively high in global terms, due to the incidence o f  
university expenditures. 

budget law that i s  being currently debated in Congress includes allotments for 
assistance schemes that are similar to the current 2002 amounts; i t  foresees important 
investments in books and learning materials for students, resources to strengthen provincial 
administrations and for information and assessment systems. Annex I details the amounts 
presented in the proposed 2003 budget law. 
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In terms o f  provincial expenditures, these are mainly concentrated on wage payments? 
Traditionally, between 80% and 90% (depending on the province) o f  total expenditures are 
allocated to  the personnel item. On average wage expenditures represented in 2000,78% o f  
total provincial expenditures (in the early nineties, i t accounted for 84.6%), but when we 
add subsidies to private schools -which are exclusively used to pay teachers' wages- this 
number increases to more than 93%. Provincial educational budgets did not vary 
significantly in 2002. In general terms, the nominal values o f  provincial expenditure were 
not altered significantly, nor was the regressive trend in the financing o f  non-wage 
categories. The budgetary information available lets us clearly identify that in nominal 
terms, the levels o f  expenditure o f  2001 are repeated, with an important exception in 
Buenos Aires province, where a strong decrease was announced at the beginning o f  the 
year, which later became milder (the decrease would be o f  $200 millions over a total o f  
$3,821 executed in the previous year). Conversely, other provinces show a projected 
execution o f  the staff allotment that i s  higher than in the current budget. 

The most serious problem that occurred between 2001 and 2002 was the decrease in the 
financing facilities o f  the highly indebted provinces, which resulted in delayed payments 
due to lack o f  money availability, or in the use o f  provincial bonds o f  less value than the 
peso. Another consequence in some provinces was the greater concentration o f  wage 
expenditure, producing a strong decrease in the financing o f  school lunches, in 
infrastructure and other non-wage investment categories. 

c) Impact on teachers' wages 

The fiscal deficit o f  many provinces, worsened by the lack of financing as o f  mid 2001, 
generated the mentioned difficulties for states to comply with payments to their employees, 
including teachers. Although the salary mass owed at the end o f  2002 is significant, and 
there i s  s t i l l  a threat o f  i t becoming worse, the most serious period was during the second 
semester o f  2001 and in the first semester o f  2002. From then on, the situation seems to 
have recovered in some provinces and i s  stabilizing in others. However, many payments are 
fractioned (percentages o f  wages are paid), segmented (for example, wages up to $400 are 
paid first, then wages up to $600, etc.), and/or are paid with provincial bonds or food 
vouchers of lower real value and restricted circulation. Additionally, several complete 
annual bonus wages (aguinaldo) are owed. Table 4 shows the estimated delays and 
accumulated debt. 

A specific document on provincial educational expenditure i s  under preparation. 
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Estimated 1 Teachers' 1 %  wages debt 1 debt wages I Category Affected 

1 month + annual bonus 
wage 

4 months + annual 
bonus wages 

Entre Rios 

San Juan 

331,000 15.8% 52,308 

73,077 194,000 37.7% 

1 -  Jujuy 1 Annual bonus wages I 21,923 I 200,000 I 11.0% 
Corrientes 
Rio Negro 

Annual bonus wages 28,846 205,000 14.1% 
Annual bonus wages 27,692 200,000 13.8% 

Chaco 
Formosa 

Annual bonus wages 34,615 287,000 12.1% 
Annual bonus wages 17,308 162,000 10.7% 

Misiones 
Tucuman 

The most serious impact i s  the discontinuity o f  classes due to conflicts with the teaching 
sector triggered by  delays in wage payments. This accumulation of  factors leads to an 
atmosphere o f  high labor conflict, which i s  expressed through the typical strikes, or 
disguised under the figure o f  "service withholdings," when teachers are at school but do not 
give classes. Beyond political repercussions, which are more strident in traditional strikes 
and less conspicuous in service withholdings, damages to the learning process are similar. 

Annual bonus wages 25,385 21 4,000 11.9% 
Annual bonus wages 32,308 293,000 11 .O% 

This phenomenon marks clear differences within the country, depending on the higher or 
lower solvency in which each state found itself at the beginning of  this process. Due to this 
problem, the 2002 school year was irreparably affected in some provinces (San Juan, Entre 
Rios), very seriously affected in others (Tucumin, Jujuy, Rio Negro), and had partial scope 
in a third group o f  provinces (Misiones, Formosa, Chubut). The difference among them i s  
the number o f  school days lost, which goes f rom almost half o f  the school year up to 25% 
o f  i t approximately. In most o f  these provinces this situation i s  cumulative as it i s  not the 
first year that current students in those jurisdictions are exposed to these problems. T o  
illustrate the point, and on the basis of  information gathered by the Permanent Secretariat of 
the Federal Education Council, Table 5 shows the officially acknowledged impact, which 
should be considered the lowest, as unofficial information reveals that the estimated 
number o f  lost school days can be fair ly higher: 
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Province 
San Juan 

2002 2001 Accumulated 
81 56 137 

Jujuy 
Rio Negro 
Entre Rios 
Tucuman 

31 68 99 
35 47 82 
60 10 70 
50 11 61 

The interruption o f  the educational process has a strong impact on students' learning 
processes. The abandonment o f  the "school routine", the fewer school days, the 
impossibility to consolidate and correct learning, the tension in the relationship o f  schools 
with families, are a l l  factors that seriously affect schooling attainments. However, evidence 
indicates that the greatest concern in relation to the effects o f  the crisis on schools has been 
purely focused on assistance, not only at official levels. The objective need to collaborate 
with families as they rapidly fe l l  into poverty seems to have stimulated a displacement o f  
the attention o f  schools f rom their primary responsibility as educational institutions. 

Formosa 8 
Chubut 20 

The responses to the consequences o f  the crisis can be as decisive as the crisis itself. 
Records show that these situations, especially those emerging f rom labor conflicts, finally 
put players (teachers, families and authorities) before two negative options: (i) to lower 
attainment requirements by promoting students who have not reached the minimum 
attainment level for each grade/ year; or (ii) to demand knowledge o f  contents not presented 
in class, thus leaving behind those students who do not have the necessary learning support 
outside school to fol low the class. Even in the cases were promotion i s  facilitated, the 
assumed solution has limitations: in the provinces where students were promoted on those 
terms in a given year, there were very high levels o f  repetition in the fol lowing year. For 
example, in Jujuy, the percentage o f  repeating students in EGBl and 2 in 1999 was 0.4%, 
and in EGB3, 1.9%. In 2000, the percentage was 7.8 and 12.3 respectively. In Corrientes, 
the percentage o f  repeating students in EGBl and 2 in 2000 was just 4.8% and in EGB3, 
del 2.8%; while in the fol lowing year, percentages soared to 11.8 and 8.0 respectively. In 
the face o f  such options, new alternatives are being developed, which are basically focused 
on: (i) recovering schools days in similar quantities to those lost; (ii) reformulating study 
plans, for them to extend beyond the traditional school year or grade, based on the concept 
o f  the cycle to organize contents. The latter possibility wi l l  require an important technical 
development effort, and materials and training support. I t  i s  worth noting that this year; the 
national budget law includes an allotment to support the recovery o f  provinces with lost 
school days for the first time. 

21 29 
0 20 
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d) Impact on national programs (infrastructure and equipment investment programs; 
assistance programs and statistics and assessment strategic programs). 

The compensatory role o f  that the federal law assigns to the National State (article 64") was 
implemented through different programs. In the second half o f  the nineties, the Educational 
Social Plan, PRODYMES and PIUSE, b y  means o f  diverse methodologies, enforced actions to 
support schools through (i) the provision o f  books and teaching materials; (ii) the 
development o f  institutional projects; (iii) training for teachers; and (iv) the construction o f  
the necessary infrastructure to expand matriculation and improve existing school buildings. 

This scheme started to be modified in 2000. In terms of  expenditure, f rom $487 mi l l ion 
destined in 1998 to the purchase o f  the above mentioned inputs, it fe l l  to $ 211 mi l l ion in 
2000 and $183 mi l l ion in 2001. The reduction or discontinuity o f  these aids coincided with 
the period when the crisis became more p r ~ f o u n d . ~  Given that in the same period -from 
1998 to 2001- national wage transfers to the provinces increased, the scope o f  these 
changes i s  not apparent when total national educational expenditure i s  globally analyzed. 

As from the beginning o f  2002, the National Ministry decided to increase assistance 
support through the educational system. Basically, the support was geared towards (i) 
allocating funds to reinforce school lunches financing; and (ii) reactivating and expanding 
students' scholarship programs. 

School Lunches 

School kitchens are located all over the national territory. In some provinces they are 
financed by educational authorities. In other areas, they are financed by the areas o f  Social 
Action. They provide support during the obligatory schooling period, and are a strong 
incentive for  school attendance. As the fiscal crisis worsened, interruptions in the service o f  
school lunches were recorded. Some provinces had serious limitations to execute their own 
budgets for  school lunches and, obviously, even greater difficulties to reinforce them as a 
consequence o f  the higher demand on rations and their cost increase caused by inflation. In 
Annex III, there i s  a brief outline o f  the school lunches financing process. I t  summarizes 
important antecedents on the process b y  which funds from prior direct transfer schemes 
from the National State to  the provinces used for this purpose were gradually redirected to 
mitigate fiscal deficit. 

Consequently, the National Ministry o f  Education decided to provide financial support to 
this service as from 2002. Since April, the Ministry sends funds to schools 'directly, 
focusing on boarding and rural schools and others located in marginal urban areas as well. 
Funds comprise $5 per student per month to reinforce regular financing, which are not to be 
considered comprehensive financing. In the course o f  inspection visits, the National 
Ministry verified compliance with this concept o f  reinforcing allotments to improve the 

The survey conducted by the WB i n  June o f  this year shows that although families chose to support the 
continuity o f  their children's education, the variable that they were not able to support was purchasing school 
materials and study books: 71.9% o f  families reported that they had to reduce these purchases. This means 
that the decrease o f  investments in these categories on the part o f  families and the state coincided in time. 
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nutritious quality o f  rations in Santa Fe, Buenos Aires, Cbrdoba, L a  Pampa, where these 
funds are added to regular financing from the provinces. But in other provinces, the 
unwanted effect o f  these additional funds replacing provincial financing, or the fact that 
these funds have completely replaced regular financing in the provinces where the latter 
was interrupted, has become apparent. 

Student Scholarships: 

Since 1997 the National Ministry has enforced a Scholarship Program for EGB3 and 
Polimodal students. I t s  implementation i s  decentralized at school level, where scholarship 
beneficiaries are selected and payments are released through Banco de l a  Naci6n. This 
program paid up to 110,000 scholarships worth $600 per year, in al l  the country (but for 
Buenos Aires province, which implemented a program with i t s  own financing and 
characteristics). The implementation o f  this national program suffered important drops in 
2000 and 2001, when the number o f  nominal beneficiaries fe l l  to 71,000, as diverse 
management problems postponed the payment o f  the scholarships until several months after 
the end o f  the school year. 

During 2002 the National Ministry reactivated and expanded the Scholarships program. I t  
widened its scope by  (i) reducing the allocation per beneficiary f rom $600 to $400 
(increasing by one third the number o f  scholarships); (ii) incrementing the original budget 
f rom $45,000,000 to $149,000,000; (iii) producing changes in program management which 
led to  the recovery o f  the execution pace, and resulting in scholarships paid during the 
school year. These measures increased the coverage f rom 112,500 to 372,500 scholarship 
beneficiaries. 

The expansion incorporated the Polimodal scholarship program f rom Buenos Aires 
province. This province started its program in 1999, when i t  granted 100,000 scholarships 
o f  $1,000 per year per beneficiary. In the fol lowing year, the number o f  scholarships 
granted was 155,000, but the annual allocation for each o f  them was reduced to $900, 
which were not completely paid due to the fiscal crisis. For 2002 i t  was agreed that 120,000 
scholarship beneficiaries f rom Buenos Aires provinces were to be included in the national 
program, fol lowing applicable regulations and obviously receiving $400 per scholarship per 
year. 

There are two approaches to support school attendance through a scholarship program - 
one i s  to assign high amounts to a reduced number o f  beneficiaries and focus on marginal 
students who w i l l  decide to attend school in order to use the scholarship; or to assign lower 
individual amounts so that the program reaches a higher number o f  students. Which o f  the 
two alternatives has a greater real impact on schooling? This question becomes relevant 
given the presence o f  students who receive scholarships althou h they would have attended 
school anyway, without the need o f  this additional incentive. In Argentina, both options 
are found, depending on the moment: at the beginning, relatively higher amounts, then 

F 

This question i s  independent from the questions on the impact on the welfare level o f  the student or the 
family with income transferred for free. I t  i s  only about the educational impact o f  a transfer that i s  subject to a 
certain behavior, in this case, school attendance. 
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lower amounts that facilitate wider coverage. Therefore, i t  would be interesting to look into 
the effects o f  both alternatives in more depth, to analyze their impact on schooling. In that 
sense it i s  appropriate to point out that a very interesting methodology on this subject i s  
presented in a recent study (F. Bourgignon, F. Ferreira y P. Leite "Ex-ante Evaluation of 
Conditional Cash Transfer Programs: the Case of Bolsa Escola", WB 2002). In this 
research study, i t  i s  shown that the Bolsa Escola program has a greater impact on schooling 
than on reducing poverty levels. In the case of Brazil, a policy to increase the amount per 
scholarship and reduce the number o f  beneficiaries would have a greater impact on 
schooling. The use o f  this methodology to research the impact o f  the scholarships program 
in Argentina could yield very useful results. 

Strategic programs: 

Since 1994, statistical information i s  annually recorded with data f rom each school by April 
30th o f  each year. Academic achievement tests are taken b y  a sample o f  students in 3", 6" 
and 9" year o f  EGB, and by al l  students in the last year o f  secondary school or Polimodal. 
T o  gather and process this information, two systems were developed: REDFIED, dedicated 
to data on matriculation and teacher positions; and SNIE, that runs the National Assessment 
Scheme. Both systems generate valuable information on which performance and efficiency 
indicators are built, which are indispensable to accurately characterize the situation, and 
impacts are evaluated. The potential o f  the information generated by these systems has not 
been fully exploited yet, what i s  unavoidable in times o f  acute restrictions on resources. 

Launching these systems required important investments, as well  as technical and political 
efforts. The lack o f  an information culture implied a strong resistance that was gradually 
overcome. And the continuity o f  initiatives during the period 1994 - 1999 facilitated the 
adjustment o f  procedures and improvement o f  operations, the annual cost o f  which 
(including their own operation and surveys) was around $6,500,000. At the same time, this 
exercise led to the development o f  technical teams based on accumulated experience. 

In recent years, information systems experienced certain alterations in their implementation 
sequence. In 1999,498,500 tests were taken. In 2000,430,000 tests were taken, and in 2001 
just a very limited sample. In 2001 the collection o f  statistical data was delayed, and it 
became harder i t s  posterior processing and comparison with the previous sequence. All this 
put the continuity o f  the systems at risk. In 2002 data collection was also delayed, and the 
assessment scheme produced only samples, yielding 180,000 o f  them. 

In order to have better quality information on the educational system, programs to support 
administrative modernization in the provinces were launched, which, through instruments 
such as a single teacher f i le and the students' roll, sought better control o f  teacher 
appointments in compliance wi th  current teacher staffing regulations. Provinces such as 
Salta, Santa Fe, Tucumiin and Catamarca have made progress with these management 
changes. Although not as a result o f  the crisis, the administrative reform program seems to 
be limited to those very scattered improvements. 

The implementation o f  information systems implied resources for the development o f  
technical and management capacities, which in themselves presuppose installed capacities. 
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Instead o f  making better use o f  the systems to improve educational policy, the ups and 
downs o f  these last years have affected the system, neglecting the investments made. This 
i s  particularly true for the information programs (REDFIED and SINIE) and the 
management enhancement program (PREGASE). 

e) Impact on quality 

The background leads us to foresee that the crisis i s  affecting - and in some cases severely- 
students’ learning through different factors. ONE 2002 tests were not taken until November, 
and the results o f  the 2001 sample are not available yet. Therefore, i t i s  impossible to verify 
the impact o f  this crisis through direct information. Nevertheless, i t i s  possible to formulate 
approximations to interpret the impact b y  means o f  the comparative analysis, extrapolating 
previous behaviors that could help us make assumptions for the current scenario. 

The results obtained by students in the 2000 quality evaluations were analyzed, and the 
main factors that could have an incidence on them were selected. Lineal regressions were 
performed, taking the 6th grade language results for the year 2000 as a dependent variable, 
and taking as independent variables, several factors that are related to the family context o f  
students and others related to the schools. These variables belong to two categories - 
‘transient variables’ and ‘structural variables’. The structural variables, such as the 
educational level of  the mother or the years o f  experience o f  the teacher in charge o f  the 
course, are those that do not change as a result o f  the crisis. On  the other hand, there are 
factors such as materials available in schools, lost schooldays or the fact that students 
attend school and work, which can vary significantly, as we have seen, as a consequence o f  
the crisis. These variables are called transient. 

In general, i t  i s  observed that structural variables are those that have the greatest influence 
on students’ results. Table 6 shows that the variables wi th  the greatest impact are: the sector 
educational institutions students belong to  (private school students tend to show better 
results); the gender o f  the student (on average, women show a better performance); the 
educational level o f  the mother (with a fairly stronger impact than the educational level o f  
the father); and the school history o f  students (the students who have repeated a grade show 
lower attainment). 

The results used in the regression analysis belong to Language, although Math results show the same 
tendencies. 
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Structural Variables 
Intercept 
Gender of Student (fem=l) 
Educational level of mother 
Educational level of father 
Has repeated grades 
Sector (private=l) 
Context (rural=l) 
Years of teaching experience 
Teacher's Degree 
Situation of the Teacher 
Variables affected by the crisis 
Child helps parents at work 
Contributes money to household 
Number of individuals per room of the 
iouse 
4 brother or sister has dropped school 
School days 
Text books in schools 
blaos 
Vumber of observations 
?*adjusted 
E value 

Coef. 

53.40 
4.87 
0.22 
0.05 
-9.40 
9.88 
-2.53 
0.70 
0.16 
0.26 

~ 

P value 

< ,0001 
e .0001 
e .0001 
< .0001 
< .0001 
< .0001 
< .0001 
< .0001 
< .0001 
< .0001 

252,979 
0.1 701 
1673.16 

*The regression includes categorical variables that represent provin 

4 
Coef. 

55.63 
4.73 
0.17 
0.03 

8.10 
-1.63 
0.58 
0.09 
0.18 

-7.56 

-5.06 
-2.64 

-1.69 

-4.89 
0.22 
1.51 
2.72 

P value 

e .0001 
e .0001 
< .0001 
< .0001 
e .0001 
e .0001 
< .0001 
< .0001 
0.0277 
0.0001 

< .0001 
< .0001 
e .0001 

e .0001 
< .0001 
< .0001 
< .0001 

252,979 
0.2054 
1722.08 

al differences. 

According to the analysis performed, the impact o f  "transient" variables on students' results 
represent 20% over the effects o f  "structural" variables. The main transient variables that 
seem to have incidence on students' performance are: the number o f  school days, the 
availability o f  schools materials, and the number o f  children who work besides going to 
school. . The number of school days seems to have a positive impact on the performance o f  

students. The coefficient is  measured by modules o f  10 days o f  class - the 0.22 value o f  
this coefficient i s  equal to one school year o f  the mother - this means that this variable 
has a relatively important impact. This factor becomes more important when we 
consider that there are provinces where, as we have previously mentioned, more than 
three months of classes were lost in the current year. 
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Concerning school materials (maps, books, geometry utensils), their availability in 
schools reveals an impact on students' learning (showed by a positive coefficient). I t  i s  
worth recalling that given the current need to provide larger funds to support school 
kitchens, funds used for school material supplies were heavily reduced. And according 
to our survey (Table 4), school material expenditure i s  one of the most affected at 
family level. 

Finally, the children who help their parents at work and those who contribute money to 
the household show that they got substantially lower results at school. Consequently, i t 
i s  important to note that although none of these children dropped school to work, as 
dropout figures show - which are not substantially higher than in previous years-, the 
fact that they are doing both things has affected their academic results. 
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ANNEX I 

LA 

$2,442,190 

CENTRAL EXPENDITURE $32,376 

TOTAL BUDGET FOR EDUCATIONAL EXPENDITURE OF THE 
MINISTRY $2,442,190 

CENTRAL EXPENDITURE $32,376 

TOTAL BUDGET FOR EDUCATIONAL EXPENDITURE OF THE 
MINISTRY 

Central Activities $25,836 
Shared Activities $6,540 
DEVELOPMENT OF HIGHER EDUCATION Universities) $1,845,222 

~~ ~ ~ 

PROGRAMS LINKED TO BASIC EDUCATION $564,592 
Information and Quality Assessment 
Biblioteca del Maestro Service 
Technological Training 
International Cooperation 
Compensatory Actions in Education 

School kitchens complement 
Student’s scholarships 
Books and materials for schools 
Administrative expenses 

Infrastructure and Equipment 
, In-service and Pre-service Training 

Curriculum and Pre-service training 
Training 
Special Actions 

Administrative Reform 
Prod ymes 
PRESTN U 

Basic Education Strengthening 

$6,783 
$2,206 
$8,221 

$ 16,913 
$279,041 

$72,000 
147,200 

$49,840 
$ 10,000 

$ 106,190 
$ 102,033 

6,407 
$32,219 
$63,405 

43,205 
$7,389 

$21,677 
$ 12,525 

h e :  allotments for science and technology bodies or academies are not included 
*an extraordinary allotment of $1 60,000,000 for Universities was added during the treatment of 
the budget law in parliament. 
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ANNEX I1 
SCHOOL KITCHENS 

School kitchens financing i s  a topic that has not been appropriately resolved for more than 
ten years, in spite o f  several attempts. A factor that contributed to this situation is the fact 
that i t i s  linked to two jurisdictions, and these mechanisms are difficult to articulate: the 
relationship between the National States and the provinces; and the relationship between 
Ministries o f  Education and Social Action (or s imi lar  ones). 

i) According to law 23767 (December 1990) - and subsequent resolutions f rom the 
National Ministry o f  Health and Social Action- the Community Social Policies program 
(POSOCO), and the Nutritional Social Program (PROSONU) were created. The f i rs t  
program generally includes social care policies, and mentions, among other policies, 
school kitchens; the second program i s  specifically centered on nutritional service for  
pre-school and school aged children. 

ii) Law 24049 established a direct and monthly transfer to the provinces o f  resources for 
both programs, for a total amount o f  198.7 millions per year, provided a specific 
agreement was signed with each province first. For some provinces, such as Buenos 
Aires, Cbrdoba, Santa Fe, L a  Pampa. Santa Cruz., San Luis, these were additional 
resources to the ones that the provincial budget allocated to school kitchens. In other 
provinces, such as Misiones, Chaco, Jujuy, or Tucumh,  school kitchens depended 
almost exclusively on this source o f  financing. 

iii) Law 25,235 (January 2000), which ratifies the Federal Agreement signed by governors 
and the Executive Power (EP), turns all funds transferred to the provinces wi th  specific 
allocation purposes (including the ones mentioned before) into funds 
for up to 50% o f  the corresponding allotments. 

iv) Law 25570 (April 2002) ratifies a new National Federal Agreement signed by the 
governors and the EP and takes the free availability of  those resources to 100%. The 
immediate effect was the lack of  financing for the service, revealing that "free 
availability" was in many cases a euphemism to disguise the decision to use those funds 
for regular expenditures tied to sector pressures. 

v) Decree 165/02 created the Emergency Food Program at the beginning o f  this year, 
which assigned $350,000,000 to be transferred to  provinces under a distribution scheme 
jointly agreed with provincial governments (60% as stipulated by the Federal Co- 
participation Law 23548 and 40% b y  the population's NBI). Notwithstanding the 
importance o f  the amount and the fact that in most o f  the provinces the educational 
systems i s  the primary mechanism to implement food support schemes, no funds were 
allocated to that Program at national level, and only exceptionally was i t  done by some 
province. The data f rom the late 2002 make us to fear that what happened to POSOCO 
and PROSONU may occur again, with specifically assigned funds redirected to cover 
the current expenditure needs o f  provincial treasuries. 
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ANNEX111 
Description of Variables 

Language Results 
Structural Variables 

Gender of Student (fem=l) 

Educational level of mother 

Educational level of father 

Has repeated grades 

Sector (private=l) 

Context (rural=l) 
-~ 

Years of teaching experience 

Teacher's Degree 

Situation of the Teacher 

From 0 to 100 

0 masculine 
1 feminine 
3.5 Primary Incomplete 
7 Primary Complete 
9.5 Secondary Incomplete 
12 Secondary Complete 
14.5 University or Tertiary Incomp. 
17 University or Tertiary Comp. 

Primary Incomplete 
7 Primary Complete 
9.5 Secondary Incomplete 
12 Secondary Complete 
14.5 University or Tertiary lncomp. 
17 University or Tertiary Comp. 
0 no 
1 yes 
0 Public 
1 Private 
0 Urban 
1 Rural 
1: Less than one year 
2 : 1 to 5 years 
3 : 6 to 10 years 
4 : 1 1  to15years 
5 : 16 to 20 years 
6 : 21 to 25 years 
7 : 26 to 30 years 
8 : Over 30 years 
0 No teaching degree 
1 Teacherrreaching diploma obtained 
at a secondary school 
2 Teaching degree for Primary/Basic 
education provided by a non- 
university higher education institution 
3 Teaching degree for Primary/Basic 
education provided by a university 
4 Teaching degree provided by a 
non-university higher education 
institution 
5 Teaching degree provided by a 
university 
6 University Professional 
1 Regular 
2 Interim 
3 Substitute 

Mean 

62.60 

0.51 

7.25 

6.65 

0.19 

0.24 

0.1 1 

3.94 

1.75 

1.53 

19.26 

0.50 

6.34 

6.31 

0.39 

0.43 
~ 

0.32 

1.58 

1.05 

0.85 
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Variables affected by the crisis 

Child helps parents at work 

Contributes money to household 
Number of individuals per room of 
the house 
A brother or sister has dropped 
school 

School days 

0.81 

0.09 

1.73 

0.16 

0 No 
1 Yes 
0 No 

Yes 
From o,14 to 

0 No 
1 Yes 
95: Up to 100 days 
115: From 101 to 120 
125: From 121 to 130 
135: From131 to 140 

I 139.41 

145: Over 141 
0 No 
1 Yes 
0 No 
1 Yes 

0.89 

0.98 

Text books in schools 

Maps 

0.39 

0.29 

1.16 

0.37 

8.93 

0.31 

0.15 

Data Source: National Educational Quality Assessment Scheme, 2000. 
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Poverty Measurement in Argentina 

This report i s  a technical note on poverty measurement in Argentina. I t  summarizes 
current practices o f  poverty measurement. The first part o f  the report gives a description 
o f  poverty lines in Argentina, and reviews some o f  past and ongoing attempts to improve 
the instruments and statistical systems to track and monitor poverty and income 
distribution wi th a special focus on household surveys in Argentina. 

The second part presents some key results o f  poverty trends and poverty prof i le that 
obtain by applying the concepts and methodologies o f  poverty measurement for the 
period o f  1990-2002. The government's stabilization plan, including the Convertibility 
Plan, generated economic recovery, stable prices, and declining poverty up to 1995. 
Between 1995 and 1998, poverty rates and unemployment rates both rose, and income 
distribution deteriorated. Economic crisis that followed Argentina's inability to cope with 
foreign investors' perception o f  mounting country risks and eventual abandonment o f  the 
Convertibility Plan produced a massive increase in poverty in 2002. On the basis o f  the 
data from major urban cities, the poverty rate went from more than 43 percent in 1990, to 
a l o w  o f  20 percent in 1994, to 29 percent in 1998, to 57 percent in 2002. 

The third part presents the results o f  sensitivity analysis as to the robustness o f  poverty 
profile as i t  relates to household size. I t  finds that correlation o f  household size and 
poverty holds significant for a wide range o f  plausible scale factor parameters. 

Poverty Lines 

This report classifies the poor wi th  the income thresholds that INDEC has adopted as i t s  
official poverty lines since their f i rs t  introduction in 1988. Poverty lines consist o f  the 
basic food basket and non-food consumption bundle whose combined values are just 
sufficient to allow a typical individual to achieve a minimum level o f  material welfare. 

Adult Equivalent Poverty Line in Metropolitan Buenos Aires 

The basic food basket was constructed by looking at the food consumption patterns o f  a 
reference household group between the 2"d and 4'h income deciles in the 1985-86 Survey 
of Income and Expenditure administered for the Metropolitan Buenos Aires (GBA). The 
value o f  the basic food basket that would allow a representative adult male o f  age 30-59 
with moderate activity level to consume a daily energy intake of  2,700 Calories i s  called 
an adult equivalent indigent line. The adult equivalent indigent l ine for  residents in the 
Metropolitan Buenos Aires was estimated to be 149.2 Australes in March 1988 and 
104.87 Pesos in April 2002, respectively. Observation o f  non-food consumption among 
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0 

households in the same income group gave the empirical parameter (Engel coefficient) to 
estimate the adult equivalent poverty line, which was estimated to  be 308.9 Australes in 
March 1988 and 23 1.77 Pesos in April 2002. 

0.33 

Household Composition 

1 

In estimating the number o f  the indigent poor and the poor people in the population, one 
needs to take into account the composition o f  the sample observations in terms o f  age and 
gender, since the poverty lines given above reflect the consumption requirements o f  a 
representative young male adults. There are two methods. One i s  to figure out the scale 
factor that represents the average requirements o f  the individuals in the sample, and apply 
such scale factor to the adult equivalent poverty line to obtain the poverty l ine as a single 
value poverty threshold that applies to the sample data. Pair-wise comparison o f  such 
poverty line with per capita household income yields classification o f  poor individuals. 
This i s  a crude methodology that was employed in many poverty studies. 

0.43 

In the case o f  Argentina, however, INDEC has been using a more sophisticated 
methodology with i t s  adoption o f  adult equivalent per capita income and adult equivalent 
poverty line for poverty analysis (CEPA, 1993). In defining the adult equivalent per 
capita income, each household would be assigned an adult equivalent household size that 
i s  the total sum of equivalent scales that correspond to al l  household members according 
to age and gender composition according to the table below. 

2 

Table 1: Adult Equivalent Scale by Gender and Age 

Female 

0.50 
3 0.56 

4-6 0.63 

10-12 
13-15 
16-17 
18-29 
30-59 1 .oo 0.74 

0.83 0.73 
0.96 0.79 

I 60 &more I 0.82 1 0.64 I 

An individual’s headcount o f  poverty i s  defined as 
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where yi i s  individual incomes, AESi adult equivalent scale, and ZGS the adult equivalent 
poverty line, The adult equivalent per capita income wil l  then be given by Zyi (total 
household income) divided by XAESi (adult equivalent household size), and i t s  
comparison with Z ~ S  w i l l  tell us whether one i s  poor or not. Strangely enough, poverty 
in urban Argentina i s  shown to have a very strong correlation with family size. Be i t  an 
empirical description of mere existence o f  such correlation or large family size 
determines poverty, the fact remains that, as Table 4 indicates, individuals in large 
households are definitely shown to be poorer than their small households counterparts. 

Regional Poverty Lines 

In 1996-1998, INDEC administered the National Expenditure Survey (ENGHO) to 
update the weights o f  the consumer index series. Availability o f  the consumption 
expenditure data gave an opening for updating the poverty lines for the Metropolitan 
Buenos Aires and estimating regional poverty lines for the f i rs t  time. Since there existed 
no official regional poverty lines, the last Poverty Assessment report undertook i t s  own 
estimation o f  the regional poverty lines based on assumption on behavior of a subset o f  
prices for items that are deemed to be closely correlated with wage goods. 

SIEMPRO commissioned a consultant report that undertook analysis o f  consumption data 
o f  households in the low income group that i s  consistent wi th an adult equivalent energy 
intake o f  2,750 Cal per day (SIEMPRO, 1999). The results f rom this were also made 
available to the Executive Committee o f  Poverty Study, an Ad Hoc Committee set up by 
the Ministry o f  Economy and charged with critically examining and make 
recommendations on various aspects o f  poverty measurement such as poverty lines, adult 
equivalent scales, scale economies, income under-reporting, etc. (Altimir, 1999). 
However, the preliminary regional poverty lines revealed some surprising results. 
Overall the new poverty lines for the Metropolitan Buenos Aires were significantly 
higher than the old series, perhaps above and beyond what might be expected from higher 
food intake level. Moreover, poverty lines in the Northwest and Northeast regions were 
surprisingly high in consideration of their overall income levels, and produced extremely 
high poverty rates. One o f  the possible reasons for such anomaly was the unstable 
behavior o f  unit price data for food items collected in the National Expenditure Survey. 

I t  was only after INDEC began implementing the price index program at the regional 
level that compilation o f  the stable price index series for the regional poverty lines 
became possible. In the course of  2000-2001, INDEC rolled out the regional outfits that 
would collect the price data f rom the retail outlets on an ongoing basis. The new price 
data were then combined with the consumption weights that come from the National 
Expenditure Survey data to produce the regional poverty lines. The first regional poverty 
lines were introduced in April 2001, and INDEC now publishes i t s  regional poverty lines 
semi-annually for every April and September o f  each year. Table 2 gives a snapshot o f  
regional poverty lines in October 2002. 
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Table 2: Adult Equivalent Indigent and Poverty Lines by Region, October 2002 
I I I i 

Since the regional price index system was not in place prior to April 2001, INDEC does 
not have an official time-series for regional poverty lines. This report made two 
assumptions in order to estimate urban poverty from 1990-2002, including the period for 
which the official poverty lines were not available. First, it was assumed that the price 
inflation o f  food items in the region moved in lock steps wi th  that in the Metropolitan 
Buenos Aires. T o  the extent that foods are trade-able goods and the market o f  the food 
industry i s  fairly integrated, we should not expect large and significant variations among 
regions in food prices. Second, i t was assumed that the relative prices between foods and 
non-foods in other regions moved in fixed proportions wi th that in the Metropolitan 
Buenos Aires. The indigent and poverty lines thus elaborated are given in Annex Tables 
2 and 3, and Annex Tables 5 and 6 present their values in 1999 constant Peso prices. 
There are some empirical price data that might invalidate the adoption of such 
assumption. For instance, the prices o f  some key non-foods components such as 
education, personal services, and health care experience substantial price inflation vis-8- 
vis foods or other non-foods during the 1990s, until their prices experienced significant 
post-crisis adjustment in 2002. In this report, these two assumptions wil l  constitute the 
maintained hypotheses unless they are shown otherwise. 

The Data Sources and Efforts for their Improvements 

Poverty i s  measured using the government’s poverty l ine and the Permanent Household 
Survey (Encuesta Permanente de Hogares-EPH), a semi-annual household survey 
covering about 30,000 urban households. Data for  individual urban areas are combined 
to produce a national urban poverty estimate, but these urban areas themselves cover only 
about 70 percent of the urban population. Thus, the surveys leave out the population in 
smaller urban places and al l  o f  the rural population, much o f  which probably has a higher 
than average poverty rate. Despite improvements in poverty measurement in the past, 
Argentina s t i l l  lacks a comprehensive living standards survey that adequately covers rural 
and urban areas. In addition, a l l  of the numbers on poverty reported here have the 
drawback o f  being based on income. It i s  widely recognized that consumption i s  a better 
basis for measuring welfare, since i t  allows for inter-temporal adjustments, and i s  more 
accurately measured than income. I t  has also been alleged that the income data o f  the 
EPH suffers from under-reporting problem. Lack o f  baseline information, however, 
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keeps researchers and practitioners from being able to find the statistically acceptable 
range o f  estimates for adjusting the degree o f  under-reporting. 

MECOVI Program The World Bank has participated in a joint M E C O V I  program with 
IDB to improve the surveys o f  l iv ing conditions in Argentina since 1997.’ Given that 
there are three survey programs in place, the objectives o f  the M E C O V I  program was to 
improve the system o f  household surveys that i s  made up o f  the Permanent Household 
Survey (EPH), the National Expenditure Survey (ENGHO), and the Social Development 
Survey (EDS), rather than focus on just one survey instrument. The program offered 
technical assistance to analyze the existing survey instruments to improve their analytical 
contents and thematic coverage, and promote their uses for policy-oriented studies and 
research, and disseminate their findings. The program also budgeted a substantial 
amount o f  resources to build up the master sample o f  national coverage for use b y  
different survey instruments. In spite o f  i t s  ambitious goals, the M E C O V I  program met 
wi th limited success. 

Permanent Household Survey (EPH) The EPH has been carried out continuously since 
1972. I t  i s  the only survey instrument that allows monitoring of poverty on an ongoing 
basis. Having evolved f rom a labor force survey, the EPH survey has a relative well 
established core module o f  labor force. As part o f  the EPH Reformulation Project, 
INDEC made some proposals to turn the survey as an instrument for monitoring labor 
market performance more frequently, Le., quarterly instead o f  semi-annually, and for 
profiling poverty and the living conditions. Expansion o f  i t s  geographic coverage has 
been achieved by augmentation o f  more urban population centers in a piece-meal 
manner. Building up o f  a master sample that covers the entire urban and rural areas 
never commanded a priority attention from policymakers in Argentina. The EPH has 
been administered in 28 provincial urban centers including the Metropolitan Buenos 
Aires (about 61 percent o f  the Argentine population, or 70 percent o f  the urban 
population). The data have not been collected f rom most o f  rural areas, home for 13 
percent o f  the rural population. In spite o f  addition o f  three small provincial urban 
centers in October 2002, the coverage o f  the EPH i s  far from satisfactory f rom the 
standpoint o f  having to completely account for poverty in the country. 

Other Surveys The National Expenditure Survey (Encuesta Nacional de Gastos de 10s 
Hogares-ENGHO) f rom February 1996 - February 1997 offers potential avenue for 
constructing poverty profile based on consumption expenditure. Curiously enough, 
analysis o f  the data revealed that consumption poverty (35 percent) was significantly 
higher than income poverty (27 percent) for the survey period, which was contradictory 
to conventional findings from other countries. More significant weakness o f  the survey 
for tracking poverty i s  that i t  i s  being carried out only once every 10 years. In 1997, 
SIEMPRO, a project unit in charge o f  poverty analysis, and evaluation and monitoring o f  
social programs, implemented the Social Development Survey (Encuesta de Desarrollo 
Social--EDS) in 1997, and again in 2001. The EDS data have been heavily utilized to 
analyze household welfare and poverty correlates o f  various social programs, but also 

The MECOVI i s  a Spanish acronym for “Improvement of  the Surveys o f  Living Conditions -- I 

Mejoramiento de las Encuestas de Condiciones de Vida”. 
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lack in continuity of data availability over a longer. Both the ENGHO and the EDS 
covers only 70 percent of urban areas (61 percent o f  the population) as well. 

Poverty Trends 

Between 1998 and 2001, there was a steady increase in both poverty and unemployment. 
The poverty rate rose from 28 percent of the population in May 1998 to 37 percent by 
October 2001, as the economy stagnated and the economic/financial crisis gradually 
worsened (Table 3). Likewise, unemployment rose from 13 percent to 18 percent. The 
collapse of the convertibility plan, major exchange rate devaluation, and default on 
external debts in January 2002, however, produced a sharp and sudden increase in 
poverty. B y  October 2002 the poverty rate reached 58 percent. Unemployment peaked at 
22 percent in May, but declined to 18 percent in October. At the same time, extreme 
poverty, defined as those without sufficient incomes to buy a basic basket o f  food, has 
gone from 6 percent to 28 percent. 

Chart 1: Trends in Household Income, Poverty Line and Poverty Rate, 1990- 2002 
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Note: The poverty line i s  for the Metropolitan Buenos Aires, and the per capita household income and 
poverty rate are for urban areas. 
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Year Month 

1990 May 
October 

1991 May 
October 

Per Capita Unemployment Extreme Poverty Poverty Severity of  
Household Rate Poverty Headcount Gap Poverty (FGT 

(1999 Peso) 
Income (FGT-1) a=2) 

225.7 9.3 12.6 42.7 18.0 10.4 
240.2 6.3 9.9 38.1 14.6 7.8 
246.8 6.9 5.7 30.1 10.9 5.7 
270.9 6.0 4.5 24.9 8.4 4.2 

The sharp rise in poverty can be attributed to two broad effects: higher prices as a result 
o f  the devaluation, particularly in food and other wage goods, and unemployment. Unl ike 
other countries, where basic foods are not traded commodities, in Argentina basic foods 
are traded, and thus the devaluation had a direct impact on l iv ing costs. Poor people, wi th 
high levels o f  food in their consumption basket, were affected particularly hard. Thus, the 
poverty line for Buenos Aires increased between April 2001 and April 2002 b y  26 
percent, while the indigence line (purely food) went up by 29 percent. By contrast, the 
total consumer price index went up by only 18 percent in the same period. 

2002 May 189.7 21.5 24.8 53.0 28.5 19.5 
October 176.8 17.8 27.5 57.5 29.2 18.9 
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I 

Sources: INDEC, 

Poverty Profile 

I 

Encuesta Permanente de Hogares (EPH) ,  OCI 

Another important characteristics of  the poor are their large family size and high 
dependency rates. The average family size for the indigent poor i s  4.8, compared with 4.2 
for the moderately poor and 2.8 for the non-poor (see Table 4). As a consequence, a large 
number of  children are poor. Thus, while the overall poverty rate rose from 29 percent to 
53 percent over the 1998-2002 interval, the poverty rate for children (age 0 to 14 years) 
rose from 45 percent to 70 percent. However, i t  i s  also useful to note that female headed 
households tend be less poor than male headed households. 

9.3 

Table 

Family size 
Adult equivalent 
family size 
% female-headed 
households 
Average age 
Years o f  schooling 
among adults aged 
20 and over 
Labor force 
participation 
(among those o f  
age 15-64) 
% informal sector 
Unemployment 
rate 
Hours worked 
% working < 30 
hrslweek 

11.7 

: Poverty Profile in Urban Argentina, 2( 
Poverty Grow 

62.2 
39.5 

20.7 
38.6 

25.9 

Indigent 

69.8 
33.2 

9.7 
42.0 

17.5 

4.9 

3.8 

24.0 
23.3 

7.9 

59.2 
39.0 

34.9 
29.1 

37.8 

Moderate Non-poor 

22.8 32.1 

12 
Overall 

3.5 

2.8 

28.1 
31.3 

10.2 

64.9 
36.3 

17.8 
38.7 

24.6 

ber 2002. 

But poverty seems more related to labor market characteristics; the unemployment rate of  
the indigent poor i s  45 percent, compared to 13 percent for the non-poor, and average 
hours worked are only 29, compared to 42. About 30 percent o f  workers in indigent poor 
families work less than 30 hours per week, compared to 23 percent among the moderately 
poor, and only 17 percent among the non-poor. Thus the poor are poor not only because 
they unemployed, or employed in low paying jobs, but because they cannot find enough 
work to fill a 40 hour week. 
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50-64 
Sub-total, 20-64 

P. 9 

18.0 44.6 16.7 42.5 
22.7 52.2 22.4 51.6 

165 & older 7.1 30.4 6.5 27.2 

Household Size and Poverty 

I t  i s  often alleged that validity o f  empirical results that establish a significant positive 
correlation between large family size and poverty i s  weak in so far as household 
composition and scale economies in household consumption i s  not taken account in 
poverty measurement (Lanjouw and Ravallion, 1995). Studies after studies on poverty 
continue to argue that individuals in large households are poorer than those in smaller 
ones and the estimated shortfalls in incomes and consumptions o f  reference population 
groups from their desired levels provide for the empirical bases for formulating the 
contingent income or in-kind transfers and/or other social protection programs. For 
instance, recent official statistics on poverty by INDEC have been key information for 
designing the program o f  “Jefe de Hogar” in Argentina. However, once poverty estimate 
allows for economies o f  scale in household consumption, say in consumption or housing 
and utilities, for large households, individuals in large families might be able to improve 
their welfare over those in small families 

Size Elasticity of Poverty 

Suppose that there are scale economies in household consumption, wi th  8 as the 
parameter for the scale economies. As the value o f  8 decreases, consumption o f  goods 
and services wil l  become more l ike public goods with 8=0 when al l  goods and services 
are non-competing public goods. 

e H = Prob. (Cyi / [CAE& ] S Zms), 

Since the headcount defined for poverty line thresholds for  8#1 are not strictly the 
incidence o f  poverty per se, i t  i s  necessary to normalize poverty ranking for other values 
o f  8 other than 1. W e  fol low the practice o f  Lanjouw and Ravallion (1995) and increase 
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the poverty threshold for different values o f  6 in such a way that the poverty rate o f  the 
average household size (=3.5) should have the same poverty rate. W e  have done this for 
the sub-sample o f  individuals in household size 3 and 4, and the reference poverty rate 
for this group was 48.8 percent. 

The finding i s  very interesting. For a large range o f  size elasticity parameters, say 6=0.3- 
0.9, individuals in large households are shown to be poorer than those in smaller ones. 
Only when the size elasticity reach 0.2, a very strong assumption on consumption 
sharing, did the effect o f  household size disappears. 

Source: INDEC, Encuesta Permanente de Hogares (EPH) ,  October 2002 

The Chart 2 gives a more telling picture o f  the situation. This might be due to the 
empirical anomaly that since equivalent factor was already accounted for there are 
limited scope for the size factor to prove neutrality o f  household size in explaining 
poverty. There might be simple explanations. In Argentina, where the EPH data come 
from the urban areas, large families might indeed be much poorer than small ones. In 
urban areas, large households are less l ikely to have an extended family structure, just 
more children. Large families wi th many children also wil l  l ikely have less bread- 
winners than smaller families. A simple correlation coefficient o f  household size with 
the number o f  children between age 0-19 for this sample data was estimated to be 0.86. 
This might explain significant association o f  household size for a range o f  scale factors 
wi th poverty in urban Argentina. That is, recalculation o f  poverty with the introduction 
o f  various scale economy estimates indicate that over the most feasible range for the scale 
economy coefficient large families are s t i l l  poor. 
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Chart 2: Household Size and Poverty, 2002 
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Annex Table 1: Poverty Lines for the Metropolitan Buenos Aires (MBA), 1980-2002 
Official Poverty Lines (Adult Male Equivalent) 

Poverty Implicit 
Currency Indigent Non-food Lines Inverse Engel Indigent Poverty 

Year Month Unit Lines (A) Items (B) (C)=(A+B) Engel Coeff. Lines Lines 
(Current price) (C)/(A) (A)/(C) (1999 price) 

1980 Sept. 

1985 Sept. 

1988 April 
Sept. 

1989 April 
Sept. 

1990 April 
Sept. 

1991 April 
Sept. 

1992 April 
Sept. 

1993 April 
Sept. 

1994 April 
Sept. 

1995 April 
Sept. 

1996 March 
Sept. 

1997 April 
Sept. 

1998 April 
Sept. 

1999 April 
Sept. 

2000 April 
Sept. 

2001 April 
Sept. 

2002 April 
Sept. 

Pesos Leyes 

Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

1 18,927 

18.010 

173.40 
427.58 

978.22 
15,045 

137,130 
245,773 

400,186 
487,425 

55.51 
57.94 

60.89 
62.44 

61.59 
62.82 

64.84 
66.12 

65.88 
67.38 

65.38 
67.36 

68.28 
69.78 

65.97 
64.57 

62.93 
62.44 

63.24 
61.02 

8 1.76 
104.87 

121,234 

18.850 

175.13 
406.20 

929.30 
17,451 

18 1,012 
307,216 

580,270 
619,030 

68.27 
71.27 

76.12 
75.55 

8 1.30 
83.56 

86.89 
88.59 

88.95 
88.94 

90.23 
90.27 

9 1.49 
91.41 

90.38 
90.39 

89.99 
88.66 

91.06 
89.09 

112.01 
126.90 

240,161 

36.860 

348.53 
833.78 

1,907.52 
32,495 

318,142 
552,989 

980,456 
1,106,456 

123.78 
129.21 

137.01 
137.99 

142.89 
146.38 

151.73 
154.71 

154.83 
156.32 

155.61 
157.63 

159.77 
161.19 

156.35 
154.96 

152.92 
151.10 

154.30 
150.11 

193.77 
23 1.77 

2.02 0.495 

2.05 0.489 

2.01 0.498 
1.95 0.513 

1.95 0.513 
2.16 0.463 

2.32 0.431 
2.25 0.444 

2.45 0.408 
2.27 0.441 

2.23 0.448 
2.23 0.448 

2.25 0.444 
2.21 0.452 

2.32 0.431 
2.33 0.429 

2.34 0.427 
2.34 0.427 

2.35 0.425 
2.32 0.431 

2.38 0.420 
2.34 0.427 

2.34 0.427 
2.31 0.433 

2.37 0.422 
2.40 0.417 

2.43 0.412 
2.42 0.413 

2.44 0.410 
2.46 0.407 

2.37 0.422 
2.21 0.452 

87.56 

83.48 

92.15 
92.95 

92.74 
83.32 

76.45 
71.62 

60.80 
66.05 

67.47 
66.54 

66.29 
65.86 

64.27 
63.91 

64.65 
65.83 

65.83 
66.95 

64.91 
66.55 

67.00 
68.19 

65.22 
64.40 

62.89 
62.72 

63.34 
61.99 

69.19 
76.93 

176.81 

170.86 

185.23 
181.25 

180.83 
179.97 

177.37 
161.14 

148.96 
149.93 

150.46 
148.39 

149.15 
145.56 

149.10 
148.91 

151.29 
154.04 

154.71 
155.33 

154.49 
155.74 

156.78 
157.51 

154.57 
154.56 

152.82 
151.77 

154.55 
152.50 

163.98 
170.03 

Source: INDEC, Znformacion de Prensa, various releases. 

Note: The reference period i s  one month prior to the survey month. 
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Annex Table 2: Indigent Lines by Region, 1980-2002 
Indigent Lines by Region (Adult Male Equivalent) 

Currency Metropolitan 
Year Month Unit Buenos Aires Northwest Northeast Cuyo Pampeana Patagonia 

(Current price) 

1980 Sept. 

1985 Sept. 

1988 April 
Sept. 

1989 April 
Sept. 

1990 April 
Sept. 

1991 April 
Sept. 

1992 April 
Sept. 

1993 April 
Sept. 

1994 April 
Sept. 

1995 April 
Sept. 

1996 March 
Sept. 

1997 April 
Sept. 

1998 April 
Sept. 

1999 April 
Sept. 

2000 April 
Sept. 

2001 April 
Sept. 

2002 April 
Sept. 

Pesos Leyes 

Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

1 18,927 

18.010 

173.40 
427.58 

978.22 
15,045 

137,130 
245,773 

400,186 
487,425 

55.5 1 
57.94 

60.89 
62.44 

61.59 
62.82 

64.84 
66.12 

65.88 
67.38 

65.38 
67.36 

68.28 
69.78 

65.97 
64.57 

62.93 
62.44 

63.24 
61.02 

81.76 
104.87 

104,785 

15.868 

152.78 
376.74 

861.90 
13,256 

120,824 
216,548 

352,599 
429,465 

48.91 
51.05 

53.65 
55.02 

54.27 
55.35 

57.13 
58.26 

58.05 
59.37 

57.61 
59.35 

60.16 
61.48 

58.13 
56.89 

55.45 
55.02 

55.72 
53.70 

7 1.95 
92.29 

107,004 

16.204 

156.02 
384.71 

880.15 
13,536 

123,382 
221,133 

360,066 
438,560 

49.94 
52.13 

54.79 
56.18 

55.42 
56.52 

58.34 
59.49 

59.28 
60.62 

58.83 
60.61 

61.43 
62.78 

59.36 
58.10 

56.62 
56.18 

56.90 
54.80 

73.42 
94.17 

106,9 10 

16.190 

155.88 
384.38 

879.38 
13,525 

123,274 
220,939 

359,750 
438,174 

49.90 
52.09 

54.74 
56.13 

55.37 
56.47 

58.29 
59.44 

59.22 
60.57 

58.77 
60.55 

61.38 
62.73 

59.30 
58.05 

56.57 
56.13 

56.85 
54.49 

73.01 
93.65 

11 1,405 

16.871 

162.43 
400.54 

916.35 
14,093 

128,456 
230,227 

374,874 
456,595 

52.00 
54.28 

57.04 
58.49 

57.69 
58.85 
60.74 
61.94 

61.71 
63.12 

61.24 
63.10 

63.96 
65.37 

61.80 
60.49 

58.95 
58.49 

59.24 
57.60 

77.18 
99.00 

123,046 

18.634 

179.40 
442.39 

1,012.10 
15,566 

141,879 
254,284 

414,044 
504,305 

57.43 
59.95 

63.00 
64.60 

63.72 
65.00 

67.09 
68.41 

68.16 
69.7 1 

67.64 
69.69 

70.64 
72.20 

68.25 
66.81 

65.11 
64.60 

65.43 
63.16 

84.62 
108.54 
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Annex Table 3: Poverty Lines by Region, 1980-2002 
Poverty Lines by Region (Adult Male Equivalent) 

Currency Metropolitan 
Year Month Unit Buenos Aires Northwest Northeast Cuyo Pampeana Patagonia 

(Current mice) 

1980 Sept. 

1985 Sept. 

1988 April 
Sept. 

1989 April 
Sept. 

1990 April 
Sept. 

1991 April 
Sept. 

1992 April 
Sept. 

1993 April 
Sept. 

1994 April 
Sept. 

1995 April 
Sept. 

1996 March 
Sept. 

1997 April 
Sept. 

1998 April 
Sept. 

1999 April 
Sept. 

2000 April 
Sept. 

2001 April 
Sept. 

2002 April 
Sept. 

Pesos Leyes 

Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Australes 
Australes 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

240,16 1 

36.860 

348.53 
833.78 

1,907.5 
32,495 

318,142 
552,989 

980,456 
1,106,456 

123.78 
129.21 

137.01 
137.99 

142.89 
146.38 

151.73 
154.71 

154.83 
156.32 

155.61 
157.63 

159.77 
161.19 

156.35 
154.96 

152.92 
151.10 

154.30 
150.11 

193.77 
23 1.77 

208,432 

3 1.984 

302.50 
724.01 

1,656.4 
28,175 

275,576 
479,196 

848,689 
958,693 

107.28 
11 1.98 

118.73 
119.61 

123.77 
126.79 

131.41 
134.00 

134.09 
135.41 

134.75 
136.52 

138.38 
139.63 

135.39 
134.17 

132.38 
130.81 

133.57 
129.95 

167.64 
200.47 

213,540 

32.769 

309.91 
741.67 

1,696.8 
28,871 

28 2,44 8 
49 1,103 

869,985 
982,539 

109.94 
114.76 

121.68 
122.57 

126.86 
129.95 

134.70 
137.34 

137.44 
138.78 

138.12 
139.93 

141.83 
143.11 

138.78 
137.53 

135.70 
134.09 

136.92 
133.16 

171.80 
205.34 

2 10,757 

32.337 

305.89 
732.32 

1,675.4 
28,472 

27 8,324 
484,094 

856,796 
968,422 

108.38 
113.13 

119.94 
120.85 

125.01 
128.05 

132.72 
135.32 

135.42 
136.76 

136.06 
137.88 

139.75 
141.03 

136.72 
135.47 

133.65 
132.08 

134.85 
130.78 

168.65 
202.10 

2 18,167 

33.471 

316.66 
758.25 

1,734.7 
29,461 

287,860 
500,771 

885,876 
1,001,731 

112.12 
117.04 

124.07 
125.02 

129.29 
132.43 

137.26 
139.95 

140.04 
141.44 

140.70 
142.59 

144.53 
145.86 

141.39 
140.09 

138.20 
136.57 

139.43 
135.94 

175.20 
209.5 1 

23 1,552 

35.505 

336.15 
805.94 

1,843.8 
31,184 

303,887 
529,247 

933,394 
1,058,346 

118.53 
123.73 

131.13 
132.22 

136.49 
139.78 

144.85 
147.70 

147.77 
149.32 

148.40 
150.49 

52.53 
54.01 

49.15 
47.71 

45.65 
43.95 

146.93 
142.74 

183.63 
2 19.94 
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Annex Table 4: CPIs for the Metropolitan Buenos Aires (MBA), 1980-2002 
Consumer Price Index (CPI) 

Year Monthd Overall Food Non-food 
(base year = 1999) 

1980 
1985 
1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 bl 

2000 

200 1 

2002 

September 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 
March 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 
April 
September 

0.00000 1358 
0.002 157 
0.01882 
0.04600 
0.1055 

1.806 
17.94 
34.32 
65.82 
73.80 
82.27 
87.08 
91.86 
94.80 
95.84 
98.30 

100.29 
100.44 
100.08 
100.64 
100.73 
101.22 
101.91 
102.33 
101.15 
100.26 
100.07 
99.56 
99.84 
98.43 

118.17 
136.31 

0.00000 15 88 
0.002443 
0.02188 
0.05475 
0.1289 
2.081 
18.94 
37.38 
65.40 
78.88 
89.92 
84.88 
99.26 

102.70 
100.66 
103.33 
104.74 
105.21 
103.81 
105.99 
102.88 
104.95 
105.26 
107.03 
103.15 
101.12 
99.41 
99.20 
98.80 
96.8 1 

121.03 
149.18 

0.000001205 
0.001966 
0.01676 
0.04015 
0.0898 

1.621 
17.27 
32.27 
66.10 
70.40 
77.15 
88.55 
86.91 
89.5 1 
92.61 
94.94 
97.32 
97.24 
97.58 
97.06 
99.29 
98.72 
99.66 
99.19 

100.24 
99.86 

100.36 
99.72 

100.3 1 
99.17 

116.87 
130.45 

Source: INDEC, Indice deprecios a1 consumidor - Gran Buenos Aires, base 1999=100. 
Note: d The reference period i s  one month prior to the survey month. 

- bl  The weights for the food items are 40.1% for the CPI series with 1988 base year and 3 1.3% 
for the new series with 1999 base year. 
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Annex Table 5: Indigent Lines in 1999 Pesos by Region, 1980-2002 
Indigent Lines by Region (Adult Male Equivalent) 

Currency Metropolitan 
Year Month Unit Buenos Aires Northwest Northeast Cuyo Pampeana Patagonia 

(1999 Pesos) 
1980 Sept. 

1985 Sept. 

1988 April 
Sept. 

1989 April 
Sept. 

1990 April 
Sept. 

1991 April 
Sept. 

1992 April 
Sept. 

1993 April 
Sept. 

1994 April 
Sept. 

1995 April 
Sept. 

1996 March 
Sept. 

1997 April 
Sept. 

1998 April 
Sept. 

1999 April 
Sept. 

2000 April 
Sept. 

2001 April 
Sept. 

2002 April 
Sept. 

Pesos 

Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

87.56 

83.48 

92.15 
92.95 

92.74 
83.32 

76.45 
7 1.62 

60.80 
66.05 

67.47 
66.54 

66.29 
65.86 

64.27 
63.91 

64.65 
65.83 

65.83 
66.95 

64.91 
66.55 

67.00 
68.19 

65.22 
64.40 

62.89 
62.72 

63.34 
61.99 

69.19 
76.93 

77.15 

73.56 

81.20 
81.89 

81.71 
73.41 

67.36 
63.10 

53.57 
58.19 

59.45 
58.63 

58.40 
58.03 

56.62 
56.31 

56.96 
58.01 

58.00 
58.99 

57.19 
58.64 

59.04 
60.08 

57.46 
56.75 

55.41 
55.26 

55.81 
54.56 

60.89 
67.7 1 

78.78 

75.11 

82.92 
83.63 

83.44 
74.97 

68.79 
64.44 

54.70 
59.43 

60.7 1 
59.87 

59.64 
59.26 

57.82 
57.50 

58.17 
59.23 

59.23 
60.24 

58.40 
59.88 

60.29 
61.35 

58.68 
57.95 

56.58 
56.43 

56.99 
55.67 

62.13 
69.09 

78.71 

75.05 

82.84 
83.56 

83.36 
74.90 

68.73 
64.38 

54.66 
59.37 

60.66 
59.82 

59.59 
59.21 

57.77 
57.45 

58.12 
59.18 

59.18 
60.19 

58.35 
59.83 

60.23 
61.30 

58.63 
57.90 

56.53 
56.38 

56.94 
55.36 

61.78 
68.70 

82.02 

78.20 

86.33 
87.07 

86.87 
78.05 

71.62 
67.09 

56.95 
61.87 

63.21 
62.33 

62.09 
61.70 

60.20 
59.86 

60.56 
61.67 

61.66 
62.72 

60.80 
62.34 

62.76 
63.88 

61.09 
60.33 

58.91 
58.75 

59.33 
58.52 

65.31 
72.63 

90.59 

86.38 

95.35 
96.17 

95.95 
86.21 

79.10 
74.10 

62.91 
68.33 

69.81 
68.84 

68.58 
68.15 

66.49 
66.12 

66.89 
68.11 

68.11 
69.27 

67.16 
68.86 

69.32 
70.55 

67.48 
66.63 

65.07 
64.89 

65.53 
64.17 

71.61 
79.63 
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Annex Table 6: Regional Poverty Lines in 1999 Pesos by Region, 1980-2002 
Poverty Lines by Region (Adult Male Equivalent) 

Currency Metropolitan 
Year Month Unit Buenos Aires Northwest Northeast Cuyo Pampeana Patagonia 

(1999 Pesos) 

1980 Sept. 

1985 Sept. 

1988 April 
Sept. 

1989 April 
Sept. 

1990 April 
Sept. 

1991 April 
Sept. 

1992 April 
Sept. 

1993 April 
Sept. 

1994 April 
Sept. 

1995 April 
Sept. 

1996 March 
Sept. 

1997 April 
Sept. 

1998 April 
Sept. 

1999 April 
Sept. 

2000 April 
Sept. 

2001 April 
Sept. 

2002 April 
Sept. 

Pesos 

Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

Pesos 
Pesos 

176.81 

170.86 

185.23 
181.25 

180.83 
179.97 

177.37 
161.14 

148.96 
149.93 

150.46 
148.39 

149.15 
145.56 

149.10 
148.91 

151.29 
154.04 

154.71 
155.33 

154.49 
155.74 

156.78 
157.51 

154.57 
154.56 

152.82 
151.77 

154.55 
152.50 

163.98 
170.03 

153.45 

148.26 

160.77 
157.38 

157.02 
156.04 

153.64 
139.63 

128.94 
129.90 

130.40 
128.60 

129.25 
126.16 

129.15 
128.98 

131.03 
133.42 

133.99 
134.54 

133.77 
134.89 

135.79 
136.45 

133.85 
133.83 

132.29 
131.40 

133.78 
132.02 

14 1.86 
147.07 

157.21 

151.90 

164.71 
161.22 

160.85 
159.90 

157.47 
143.10 

132.18 
133.14 

133.63 
131.79 

132.46 
129.29 

132.37 
132.20 

134.30 
136.75 

137.33 
137.90 

137.12 
138.25 

139.18 
139.85 

137.20 
137.18 

135.61 
134.69 

137.14 
135.28 

145.38 
150.64 

155.16 

149.90 

162.57 
159.19 

158.83 
157.69 

155.17 
141.06 

130.17 
131.22 

131.74 
129.93 

130.57 
127.47 

130.44 
130.26 

132.33 
134.74 

135.31 
135.89 

135.08 
136.22 

137.14 
137.81 

135.16 
135.12 

133.57 
132.66 

135.07 
132.87 

142.72 
148.26 

160.62 

155.15 

168.29 
164.83 

164.45 
163.16 

160.48 
145.92 

134.59 
135.74 

136.29 
134.41 

135.07 
131.88 

134.91 
134.72 

136.86 
139.35 

139.93 
140.54 

139.69 
140.88 

141.83 
142.54 

139.78 
139.73 

138.11 
137.17 

139.65 
138.11 

148.26 
153.70 

170.47 

164.58 

178.65 
175.20 

174.79 
172.71 

169.42 
154.22 

141.81 
143.41 

144.08 
142.10 

142.75 
139.47 

142.42 
142.20 

144.43 
147.06 

147.66 
148.37 

147.33 
148.68 

149.68 
150.50 

147.44 
147.33 

145.56 
144.59 

147.17 
145.02 

155.39 
161.35 
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I. MOTIVACI~N 

L a  economia argentina se hal la e n  recesi6n desde l a  Crisis Financiera de  
Rusia, en  1998. El problema se agrav6 e n  e l  p r imer  trimestre de  1999 con l a  
devaluaci6n de  Brasil. A f ines de 2001 se declar6 l a  morator ia d e  l a  deuda y e n  
10s pr imeros dias de 2002 se abandon6 e l  regimen de  convert ib i l idad monetaria 
que p o r  once aiios mantuvo fijo e l  tip0 de  cambio d e l  peso a1 d6lar, a u n a  tasa 
de  1 p o r  1. Desde entonces, l a  moneda se h a  depreciado m i s  de  un 250%, hasta 
rondar 10s $ 3,50-4, habikndose acumulado e n  e l  m ismo per iodo u n a  inf laci6n 
minorista cercana a1 30%, y u n a  mayorista que supera e l  97%. L a  crisis h a  tenido 
fuertes repercusiones sociales, pues l a  tasa pobreza subi6 d e l  37% e n  2001 hasta 
alcanzar un p ic0  d e l  58% hacia fines d e l  2002, y l a  tasa de  indigencia dup l i c6  
durante e l  m ismo periodo. Un factor importante e n  esto h a  sido l a  elevada tasa 
de  desempleo que alcanz6 e l  18%. 

L a  crisis econ6mica h a  afectado de  manera part icular a 10s servicios de  
infraestructura bajo rkg imen de  concesi6n con e l  sector pr ivado. L a  L e y  d e  
Emergencia Ptiblica y Reforma d e l  Regimen Cambiario 25.561 d e l  6 de  enero 
d e l  2002 promulg6 l a  ”pesificaci6n” 1 a 1 de  las tarifas d e  estos servicios (at in 
las previamente definidas e n  dblares, o con  cl iusulas de  ajuste referenciados a 
l a  economia norteamericana), asi como l a  prohibic idn de  indexarlas y l a  
enumeraci6n de  10s criterios a considerar a1 detenninar reajustes contractuales. 
Estas disposiciones tuvieron un fuerte impact0 e n  e l  equi l ibr io financier0 de  
estas empresas, que afrentan unos US$8 bi l lones d e  deuda extranjera, y 
dependen e n  diversos grados de  insumos denominados e n  divisas. 

En febrero 2002 se instrument6 mediante e l  decreto 293 d e  2002 -que 
reglamenta aspectos de  l a  L e y  25.561 un mandato expl ici t0 a1 Min is te r io  de  
Economia para  l levar a cab0 un proceso de  renegociaci6n d e  10s contratos d e  
obras y servicios publicos, y se cre6 formalmente l a  Comis i6n  de  Renegociaci6n 
d e  Contratos de  Obras y Servicios Ptjblicos (en adelante ”la Comisi6n”), que 
tiene como funci6n e l  asesoramiento y asistencia a1 M in i s t ro  d e  Economia e n  
todo lo concerniente a l a  mencionada temit ica. L a  renegociaci6n h a  seguido 10s 
procesos detallados en  e l  cuadro, s i n  embargo hasta l a  fecha no se h a  logrado 
realizar n i n e  ajuste tari fario para  10s servicios de  agua, electricidad, gas o 
telkfonos. En cuanto a1 transporte urbano, s i  b ien  las tarifas siguen congeladas, 
las empresas se h a n  visto beneficiadas por un aumento sustancial e n  las 
subvenciones publicas. 
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lnicialmente se habia planteado que la Comisidn iba a funcionar por un lapso de 120 dias, 

Fase I :  Charlas informales, y entrega de planillas con informacibn requerida, relacionada a1 

Fase 2: Presentacidn de 10s informes de las empresas. 

divididos en cuatro etapas, a saber 

impact0 de la devaluacidn en la estructura econdmico-fnanciera de cada empresa. 

Fuse 3: Rondas de discusidn 

I Fase 4: Firma del acuerdo 

Las dos primeras etapas se concluyeron en tiempo y forma. Sin embargo, el paso de la Fase 2 a la 3 
se vi0 demorado por diferentes cuestiones, entre ellas el cambio de ministros y de encargados de la 
Comisidn. 

En dos oportunidades -principios de junio yfines de ju l io  de 2002-, el Gobiemo dejd trascender 
que era inmediato un ajuste de emergencia por decreto para luz, gas, y agua. Sin embargo, se teminaron 
desmintiendo las versiones que habi'an circulado. Finalmente, el decreto 120 de enero de 2003 facultd a1 
poder ejecutivo a revisar y adecuar tarifas en forma transitoria hasta que concluya el proceso de 
renegociacidn prevista por la ley 25.561. Los aumentos estipulan subas promedio del 7% en el gas y del 
9% en electricidad aunque han sido apelados en la justicia y todavi'a no aplicados. 

U n o  de 10s factores que m6s ha  dificultado l a  busqueda de un nuevo 
equilibrio financier0 mediante e l  proceso de renegociacibn, h a  sido l a  debilidad 
econ6mica del  consumidor residencial, l o  que hace particularmente sensible 
cualquier ajuste de l a  tarifa. D e  hecho, las abundantes propuestas de tarifa 
social que han surgido a part i r  de la  crisis, sirven para ilustrar l a  pe rcepc ih  
general de que semejante mecanismo constituye un elemento importante de l a  
salida de l a  presente crisis en 10s sectores de infraestructura. 

En este sentido, l a  presente coyuntura h a  puesto e n  evidencia l a  ausencia 
de un marco integral de politica social para 10s sectores de infraestructura en  
Argentina, que permita amortiguar 10s impactos de cualquier aumento tarifario 
sobre 10s estratos m6s vulnerables de la  sociedad. En realidad, est0 se debe a 
que la  d i m e n s i h  social de 10s servicios publicos n o  estuvo muy ponderada en  
e l  momento de las privatizaciones. El tema social h a  sido objeto de creciente 
inter& durante l a  u l t ima decada generando diversas iniciativas. Sin embargo, 
estas innovaciones siguen siendo de caricter parcial, y todavia n o  constituyen 
un mecanismo de protecci6n social coherente que permita proteger a 10s 
estratos m6s vulnerables del  efecto de un aumento tarifario. 

El presente informe presenta 10s resultados de l a  pr imera etapa de un 
estudio sobre l a  pol i t ica social de 10s sectores de infraestructura en Argentina. 
E l  prop6sito de este trabajo es de documentar 10s impactos sociales de l a  crisis 
en 10s sectores de infraestructura, y evaluar l a  medida e n  que 10s diversos 
sectores cuentan con 10s elementos de una  politica social. En un segundo 
informe, de pr6x ima publ icac ih,  se desarrollarhn propuestas concretas para un 
marco de pol i t ica social que logre focalizar b ien 10s subsidios hacia 10s estratos 
m6s necesitados, y se estiman 10s recursos necesarios para una politica de tarifa 
social que permita hacer frente a la  crisis actual. 
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11. IMPACT0 DE LA CRISIS 

En esta p r imera  secci6n se ofrece un panorama sobre e l  impacto de  l a  
crisis econ6mica sobre e l  consumo de  10s servicios pcblicos. D icho impacto se 
muestra a diversos niveles, s e e  l a  gravedad de  l a  situaci6n e n  cada hogar. El  
p r imer  n i v e l  de  reacci6n seria l a  reducci6n d e l  consumo con e l  fin de  controlar 
gastos. El  segundo nivel, donde sea factible, seria intentar sustituir e l  servicio 
or ig inal  por un plan de  pago mi is flexible. El  tercer nivel, seria caer e n  
moros idad cuando y a  no resulte posible enfrentar 10s pagos. El cuarto n i v e l  
seria l a  desconexih.  

Cuadro 1: lmpacto social de la _ _ __ - - 

i Comentarios Incremento en 
desconexion 

- - - - . _ _  ___ ____ ___ - -___ -- - 
- 1 Reduccidn en el en Susetucion de Incremento en 

consumo servicios morosidad 

Noras aclararorias: En general se comparan 10s indicadores de 10s cuatro primeros meses del 2002, con 10s cuatro primeros meses del 2001. 
Sin embargo, para el cas0 de sustituci6n de planes telef6nicos la comparaci6n es de junio del 2002 con junio del 2001. L o s  datos de Telecom. 
se refieren solo a lineas residenciales, mientras que 10s datos de Telef6nica se refieren a la totalidad de lineas. 

Resulta importante analizar hasta que grado 10s hogares argentinos han 
reaccionado ante lo crisis afectando e l  u s 0  d e  10s servicios de infraestructura. 
Esta pregunta se puede responder de  dos  maneras. Primero, con  datos de  u n a  
nueva encuesta realizada por OPSM durante 10s meses de m a y o  y junio 2002, 
con u n a  muestra nacional representativa d e  2,500 hogares, que pregunta  
directamente sobre estos temas. Segundo, mediante estadisticas oficiales sobre 
consumo, moros idad y desconexi6n. Lamentablemente, estas c l t imas no son  
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muy completas debido a que n o  es usual que 10s entes reguladores publiquen 
en  forma periddica estadisticas sobre morosidad y desconexidn. S in  embargo, la  
poca informacidn de esta naturaleza que existe se puede ver resumida en la  
Cuadro 1. A continuacidn se comentan cada u n o  de estos aspectos. 

11.1. Reduccidn de Consumo 

Como se h a  comentado, e l  pr imer n ive l  de reaccidn a l a  crisis seria tomar 
medidas de reduccidn de consumo. D e  hecho, las estadisticas oficiales del  
INDECE indican que en agregado, la  utilizacidn de servicios piiblicos cay6 
9,31% entre diciembre de 2001 y abri l  2002.2 Por otro lado, en 10s primeros 
cuatro meses de 2002, respecto de igual  period0 del  aiio anterior dstos 
disminuyeron un 11,60%. 

Grafico 1: Us0 del transporte pliblico para viajar al trabajo antes y despues de la devaluacion 

Quintiles 

Las mayores reducciones porcentuales de consumo se h a n  producido en  
10s servicios de transporte urbano del  AMBA. Durante e l  pr imer cuatrimestre 
del  2002, e l  n i imero de viajes cay6 22,6% en  10s ferrocarriles metropolitanos, 
14,6% en 10s "colectivos" y 9,770 en  l a  r e d  de subterrheos. Los "colectivos", que 
perdieron pasajeros sistemhticamente durante la  i i l t ima d6cada (debido a 
problemas de gesti6n y a l a  sustitucidn po r  otros modos), experimentaron una 
aceleracidn de esa tendencia y sufrieron e l  mayor impact0 en  valores absolutos 
a1 perder 56,7 millones de pasajeros. Por otra parte, 10s ferrocarriles 
metropolitanos y l a  r e d  de subterrheos, cuya demanda crecid sin 
interrupciones desde 1994 hasta 1999, perdieron menos pasajeros: 32,5 millones 
y 7,2 millones, respectivamente. Tdngase en  cuenta que, en forma agregada, 

2 Indicador Sintetico de Servicios Piiblicos (ISSP) que publica el INDEC 
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desde 1998 hasta 2001, e l  transporte pcbl ico urbano ya habia perdido 347 
millones de pasajeros, o sea una caida del  16%. D e  ellos, 287,4 millones 10s 
perdieron 10s ”colectivos” (-19”/.), otros 47,3 millones 10s ferrocarriles 
metropolitanos (-10%) y 10s 12,3 millones restantes l a  r e d  de subterrheos (-5%). 

L a  encuesta a hogares realizada p o r  OPSM revela c6mo l a  crisis 
econ6mica afect6 e l  patr6n de us0 de 10s servicios de transporte pcbl ico urbano 
en  e l  A M B A  para e l  cas0 especifico de 10s viajes laborales de l  jefe/a de hogar 
(GrAfico 1). En particular, se observa que 10s jefes de hogar de l  pr imer  quintil 
(medido po r  e l  ingreso per  &pita familiar ) en  forma significativa y de l  segundo 
quintil en  forma mAs atenuada han tenido que dejar de consumir servicios de 
transporte p o r  “colectivo” y po r  tren, y realizar parte o l a  total idad de sus viajes 
a p ie  o en  bicicleta y motocicleta. Este hallazgo otorga mAs consistencia a 10s 
resultados preliminares de otras mediciones y estimaciones realizadas en 1999 y 
2000. Por otro lado, se observa que parte de 10s jefes de hogar de ingresos 
medios aument6 su consumo de viajes en  ”colectivo”, factor que parece 
relacionado con las subas en  e l  precio de la  gasolina. 

En cuanto a 10s servicios domiciliarios, l a  caida en  l a  demanda h a  sido de l  
orden del  6-8% entre e l  pr imer trimestre de l  2001 y e l  2002. L a  excepci6n h a  sido 
e l  consumo residencial de l  gas, que aument6 probablemente debido a1 aumento 
en  e l  precio de l  GLP, su principal sustituto. L a  reducci6n mAs fuerte se h a  
observado e n  las llamadas interurbanas que disminuyeron un 13.5%. 

Se@n l a  encuesta, alrededor de 60% de 10s hogares manifest6 su intento 
de reducir gastos en servicios pcblicos (GrAfico 2). Si b ien 10s esfuerzos de 
ahorro son mAs marcados en  e l  pr imer quintil de ingreso, es notable que mAs de 
l a  m i tad  de 10s hogares, a cualquier n ive l  de ingreso, declaran que e s t h  
intentando reducir su consumo de 10s servicios. Combinando este dato con 10s 
anteriores, se deduce que s i  e l  60% de 10s hogares intentan reducir su  consumo, 
y e l  consumo agregado cae e n  aproximadamente e l  lo%, entonces 10s hogares 
que estAn ahorrando deben haber reducido su consumo entre un 15 y un 20%. 
En e l  cas0 especifico de electricidad, se estima que 10s hogares que ahorran 
e s t h  logrando reducir su  consumo en  e l  orden de l  10%. 

L a  encuesta concuerda con las estadisticas oficiales en  que e l  servicio 
telef6nico es donde mAs esfuerzo se est& haciendo para economizar e l  uso. Este 
resultado coincide con otra encuesta realizada p o r  l a  CAmara de InformAtica y 
Comunicaciones de l a  Republica Argentina (CICOMRA), e n  l a  cual  e l  60% de 
hogares manifest6 su  voluntad para reducir sus gastos en  telecomunicaciones. 
Contrariamente, e l  sector de agua es donde menos se registran las conductas 
ahorrativas. Sin duda la  escasa cobertura de micro-medici6n contribuye a ello; 
aunque resulta peculiar que e l  porcentaje de hogares que informa economizar e l  
consumo (47%) es mucho mayor que e l  porcentaje que cuenta con micro- 
medidor (24%). 
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Grafico 2: Porcentaje de hogares por quintil de ingreso que informan tomar medidas para economizar 
consumo 

35% - 
Primer0 Segundo Terce ro Cuarto Qu into 

Quintiles 

11.2. Sustitucidn de planes de pago 

El segundo n ive l  de reacci6n a l a  crisis econ6mica seria de sustituir e l  
servicio original p o r  u n o  mhs asequible. Sin embargo, en la  prhctica, solo e l  
sector de telecomunicaciones le  ofrece a1 consumidor una variedad de distintos 
planes de pago. Estos sistemas son de aplicaci6n di fundida en telefonia celular, 
donde se ut i l izan tarjetas prepagas que ofrecen LIII alto grado de control sobre 
e l  gasto y evitan completamente 10s cargos fijos mensuales. Para telefonia fija 
t a m b i h  se h a n  desarrollado una  amplia gama de planes, incluyendo algunos 
de consumo restringido que limitan e l  triifico saliente generalmente a entre 400- 
600 pulsos mensuales, a cambio de una tarifa plana relativamente descontada. 
Estos planes le  permiten a1 cliente controlar su  gasto telef6nico sin dejar de 
poder recibir llamadas, y representan LIII 18% de l  total de las lineas 
disponibles.3 

En una coyuntura econ6mica como l a  actual, cambiar desde un p lan  de 
pago normal a uno de consumo restringido podr ia ser una estrategia 
interesante para evitar l a  desconexi6n del  servicio. Las estadisticas muestran 
que las lineas de consumo restringido h a n  venido aumentando de manera 

3 Un ejemplo a modo ilustrativo dentro de 10s distintos planes disponibles es el de l a  
Linea Control Plus (Telefdnica) que cuenta con las siguientes caracteristicas: Factura fija 
mensual (incluye 500 pulsos para llamadas locales o de larga distancia), una vez agotado el 
credit0 fijo, permite seguir recibiendo llamadas, per0 para seguir hablando, deben cargarse 
minutos a traves de una Tarjeta Control. Posibilidad de conocer todos 10s consumos a traves de 
consultas de saldo e i n fo rmac ih  sobre el period0 de control del  credit0 de la  linea. Cargo de 
conexi6n: $99 + IVA ($119.79). Pago mensual: $27.89 + IVA ($33.75). 
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significativa. D e  junio 2001 a junio 2002 este tip0 de lineas aumentaron un 30% 
en Telecom (410,000 a 530,000) y un 16% en Telef6nica (631,500 a 731,000), 
aunque s e e  datos oficiales este cambio h e  concentrado en e l  semestre previo 
a la  devaluaci6n. S i n  embargo, la  encuesta de OPSM sugiere que e l  28% de 10s 
entrevistados habian modificado su plan telef6nico a partir de l a  devaluaci6n. 

10% 

11.3. Evoluci6n de morosidad 

E l  tercer nivel de reacci6n a la  crisis, seria caer moroso en 10s pagos de 10s 
servicios publicos. Las estadisticas oficiales sobre morosidad son muy escasas 
dado que en  ninm sector se publica informaci6n sistemhtica. Para 10s pocos 
casos donde existe informaci6n, se encuentra un aumento de 5-10 puntos 
porcentuales en la tasa de morosidad. En tbnninos absolutos, 10s datos 
disponibles ind ican tasas de l  14-20% para gas y telkfonos. En e l  cas0 del  sector 
elbctrico, por ser cortos 10s plazos hasta la  desconexibn, se toma como indicador 
e l  porcentaje de hogares que n o  pagan en e l  primer vencimiento, cifra que se 
encuentra alrededor del 60% en la  Ciudad de Buenos Aires, aunque ya se 
aproximaba a este n ive l  aun antes de la  crisis. 

La encuesta de hogares permite palpar mhs directamente la  magnitud d e l  
problema (Grhfico 3); pues 40% de la  poblaci6n informa estar retrasada e n  e l  
pago de sus facturas, cifra que varia entre 60% para e l  primer quintil y 20% para 
e l  ult imo quintil. La  telefonia m6vil es e l  servicio menos afectado por  la  
morosidad, tal vez debido a1 us0 de tarjetas de prepago. Sin embargo, entre 10s 
otros servicios no  se observa grandes diferencias en 10s niveles de morosidad, 
except0 que e n  10s estratos pobres hay menor tendencia a caer moroso en e l  
pago del  gas. 

Grafico 3: Porcentaje de hogares por quintil de ingreso que informan haber caido morosos 
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Es notable que 10s resultados de l a  encuesta n o  coinciden muy 
estrechamente con las estadisticas oficiales. Est0 se explica en parte porque la  
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encuesta se realiz6 para e l  sector urbano en todo e l  pais, mientras que las 
estadisticas de morosidad citadas s610 corresponden a determinadas empresas. 
Tambien pueden haber diferencias de percepcibn, en  e l  sentido que 10s hogares 
se sienten retrasados en sus pagos aunque todavia n o  hayan caido oficialmente 
en mora. D e  todas formas, 10s resultados de la  encuesta parecen sugerir un 
mayor grado de morosidad de l o  que se aprecia po r  las estadisticas oficiales. 

El equivalente de morosidad en 10s servicios de transporte pt ibl ico urbano 
es la  f igura de l a  evasi6n en sus diversas versiones y matices. D e  acuerdo con la  
informaci6n disponible, se estima que l a  llamada "evasi6n gris", que consiste en  
pagar una tarifa inferior a la  que corresponderia (el pasajero p ide  un boleto que 
le da derecho a viajar una  menor distancia que l a  que efectivamente viaja) se h a  
extendido considerablemente en  10s colectivos. Asimismo, en 10s ferrocarriles 
metropolitanos se viene registrando, en forma simultiinea, un relajamiento de 
10s controles y un crecimiento del  nt imero de personas que viajan s in  pagar. Por 
su parte, debido a1 perf i l  social predominante en sus pasajeros, a la  
configuraci6n de sus estaciones y sus sistemas de control, l a  red  de 
subterriineos ha  sido escasamente afectada por  las priicticas de evasi6n. 

11.4. Evolucidn de  desconexiones 

El t i l t imo n ive l  de reacci6n a l a  crisis es perder po r  completo e l  servicio 
mediante l a  desconexi6n. Nuevamente, las estadisticas oficiales sobre l a  
desconexi6n son muy limitadas. L a  poca informaci6n que existe sugiere que las 
desconexiones han sido limitadas para 10s servicios de agua, electricidad y gas, 
per0 muy pronunciadas para e l  servicio te lefhico.  En e l  cas0 del  sector 
el6ctrico en  e l  AMBA, es notable que a pesar de l a  crisis l a  tasa de desconexih 
se haya reducido a l a  mitad, en relaci6n a1 valor del  ai70 anterior, debido a un 
cambio de politica p o r  parte de las distribuidoras electricas. 

En e l  sector de gas natural p o r  redes, se observan distintas tendencias. En 
las Areas pobres del  noreste, Gasnor informa una  pronunciada caida e n  l a  
conexiones. Sin embargo, esta caida n o  se h a  registrado e n  otras regiones 
debido a que despues de l a  devaluacih,  e l  precio relativo de l  gas natural  se 
redujo significativamente respecto a sus sustitutos a n ive l  residencial, e l  keroskn 
y e l  GLP en  garrafa. Por ejemplo, e l  precio del  GLP en  garrafa h a  aumentado un 
60% durante e l  pr imer  trimestre de l  2002, mientras que e l  precio de l  gas natural  
po r  red  h a  estado congelado. Esta realidad s in  duda contribuya a que 10s 
hogares pobres n o  quieran perder e l  servicio de gas natural, y hagan todo l o  
posible para conservar e l  servicio. 

Un infonne de l a  Cdmara de Informiitica y Comunicaciones de l a  
Republica Argentina mostr6 que, durante e l  pr imer  trimestre de l  aiio, e l  sector 
de telecomunicaciones perdi6 300,000 lineas telef6nicas fijas p o r  desconexiones 
(aproximadamente un 3% de l  total de lineas), comportamiento que de 
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mantenerse implicaria que a fines de 2002 existirian un mill6n de telkfonos 
menos en funcionamiento (aproximadamente un 12% del total de lineas). La  
situaci6n se repite en e l  sector de telefonia mbvil, donde la cantidad de 
telkfonos celulares en funcionamiento se redujo en 340,000 entre marzo del 2001 
y marzo d e l  2002 (aproximadamente un 3% del total de lineas celulares). 

Grafico 4: Porcentaje de hogares por quintil de ingreso que informan haber sido desconectados 
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Grafico 5: Numero absoluto de desconexiones mensuales entre enero y junio 2002 
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Los datos arrojados por la  encuesta de hogares, coinciden en general con 
este patrbn, except0 que sugieren un nivel  mucho m6s alto de desconexih en e l  
sector elkctrico. En particular, se encuentra que despuks de la  devaluacih un 
10% de hogares ha sido desconectado de 10s servicios de electricidad y telkfono 
fijo, cifra que aumenta hasta e l  20-25% para e l  primer quintil de ingreso (GrAfico 
4). A1 mismo tiempo, es notable que la  tasa de desconexih sea mucho m6s baja 
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para 10s servicios de agua, gas y telefonia m6vil (del 2-4%) y muestra menor 
variaci6n p o r  estrato socio-econ6mico. D e  10s resultados de l a  encuesta, se 
puede inferir  e l  ntimero absoluto de desconexiones realizadas p o r  servicio en  e l  
pr imer semestre del 2002. Las tasas son m i s  elevadas para electricidad (34,000 
po r  mes) y tel6fonos (24,000 po r  mes) (Gr6fico 5). 

Sin  embargo, l a  encuesta indica que e l  porcentaje de hogares que 
actualmente tiene acceso a 10s servicios es significativamente mayor, a1 
porcentaje que resulta de restar las tasas de desconexi6n de las coberturas que 
existian antes de la  crisis. Existen dos factores que podr ian explicar esta 
discrepancia, una es que 10s hogares que fueron desconectados lograron 
reincorporarse a1 catastro a1 poco tiempo, y la  otra es que estos hogares hayan 
recuperado e l  servicio mediante una  conexi6n clandestina. Lamentablemente, l a  
encuesta n o  permite distinguir entre estas dos explicaciones, que tienen 
implicaciones muy distintas en t6rminos de politica social. E l  Gr i f i co  6 permite 
apreciar l a  importancia de este fenbmeno, sobre todo para e l  servicio electrico 
entre 10s quintiles m i s  pobres. 

Grafico 6: Porcentaie de la Doblacion aue ha recuDerado un servicio desDues de haberlo Derdido 

I %Electricidad 

111. ANALISIS DE LA POLfTICA SOCIAL 

Los datos presentados en l a  t i l t ima secci6n i lustran l a  magnitud del  
impact0 social de la  crisis sobre 10s sectores de infraestmctura. En este sentido, 
resulta importante evaluar en que medida 10s diversos sectores cuentan con 10s 
elementos de una politica social que les permita hacer frente a l a  siguiente 
crisis. 

El proceso de privatizaci6n de 10s servicios ptiblicos en  Argentina, se vi6 
impulsado principalmente p o r  consideraciones fiscales, asi como e l  deseo de 
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mejorar l a  eficiencia y cal idad de  10s servicios. Por lo tanto, no se pus0  
demasiado 6nfasis e n  l a  dimensi6n social de  10s servicios, y tampoco se 
desarroll6 un marco integral  d e  pol i t ica social. No obstante, e l  tema social h a  
despertado un creciente inter&, y a t in  antes de  l a  presente crisis, han ido 
apareciendo diversas iniciativas de  "tarifa social" sobre todo para  10s servicios 
d e  agua y electricidad e n  algunas provincias d e l  interior. MAS recientemente, se 
han prol i ferado las propuestas para  nuevos esquemas de  tari fa social a n i v e l  
nacional, lo que cada vez se considera mhs importante para  proteger a 10s 
estratos mAs vulnerables de  10s ajustes tarifarios exigidos por e l  proceso de  
renegociaci6n. L a  mayor ia de  ellas est& basada e n  e l  concept0 d e  eximir  a 10s 
hogares pobres de 10s incrementos tarifarios que puedan  resultar d e l  proceso de  
l a  renegociacibn, y apuntan a las exenciones imposit ivas como fuente d e  
financiamiento (Cuadro 2). 

En t6rminos conceptuales, e l  objetivo de  u n a  pol i t ica social deberia ser 
asegurar que 10s hogares pobres puedan satisfacer sus necesidades bhsicas para  
10s servicios de  infraestructura a un costo razonable (relativo a s u  presupuesto 
familiar). En este sentido, l a  pol i t ica social apunta a prevenir  q u e  10s hogares 
pobres se desconecten d e l  servicio. 

L a  pol i t ica social puede actuar por diversos canales, que  ademis  se 
complementan mutuamente. El mecanismo mhs expl ici t0 l o  consti tuye l a  tari fa 
social, que pretende reducir  e l  costo de  10s servicios para  10s hogares pobres. 
Bajo este esquema, resulta cri t ico contar con u n a  fuente adecuada de  
financiamiento para l a  'tarifa social', asi como criterios confiables de  selecci6n 
de  beneficiarios. 

Cuadro 2: Comgaracion de diversas propuestas de politica social 
Fuente de financlamiento Naturalera del beneficio Beneficiaries 
Subsldio directo. sLbslaio cruzado, o 
exem6n mp"pofva 

ADESPA , Exencdn de tncrementos lardanos 
ascciaacs a la cenegockdn 

i Exenci6n ae incrementos tardanos , ascciados a la m g o c W n  

Hogares qJe cdmp8en con cnlerlos de powera estab ecldos en 
base aI cemo y encuestas de hogares 

Benefiaanos del programa "etes y Jefas. Iub lms de haberes 
" m s ,  que consuman menos de 5096 dd p"ed!o 

ADIGAS SLbstdio crJzaao emre uswrios 

%tot el&rlco-Compensado par Jn c r ~ d ~ o 6 I  , No especlcd 

Sectw gas Compensado pr Ln crediro hsal i e a n  de inctemenll~ $Idahs No especifm 
natural a~~iaa'm a la renegociacdn 

Cbrtgreso ExGc 6ndenVA, &s%ursOs del [ &~entota"%l% BenefiaGos de otris pogriias dcuai&-- 

Metromas SJIIS~ o dlrecto ael Fond0 de Gas011 , Desclrmto lanfano del 20% 6enef;aanoideotrosprogramassoclales -- - -- 

- ____ - - - -_ - - - _____-__ ---_...L_ I ___. -_ --- - I 
Exsncbn de inctementos lartanos 
w i a a o s  a ta renegociacdn , 

__ __ ____ -_ ___ - - - - - __ __- __ 

- _ _  - 
concesmaro 

_. - - - - _. - - ._ - -. - - - __  _. - - - - - - 

Sin embargo, es impor tan te  resaltar que l a  tari fa social no es e l  t in ico 
instrumento de  l a  pol i t ica social. Existen muchos otros elementos d e l  marco  
tari fario y c o m e r c i a k n  particular, las estructuras tarifarias, e l  reg imen 
impositivo, y las prhcticas c o m e r c i a l e s q u e  tienen impactos sociales impl ic i tos 
que e n  agregado pueden  ser muy significativos. 
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Aiin cuando n o  existen tarifas sociales explicitas, l a  estructura tarifaria 
puede tener un impact0 importante en la asequibilidad de 10s servicios 
piiblicos. Por un lado, e l  balance entre 10s cargos fijos y variables afecta l a  
medida e n  que e l  hogar puede controlar su propia factura, y por l o  tanto 
mantener su gasto a un nive l  tolerable. Por otro lado, l a  e l e c c i h  de tarifas 
lineales, versus bloques crecientes o decrecientes, afecta l a  asignaci6n de costos 
entre consumidores grandes o pequefios l o  que puede tener impactos 
distributivos dependiendo de 10s patrones de consumo de 10s estratos mbs 
pobres. 

L a  politica comercial de las empresas t a m b i h  se vuelve muy relevante. 
Los hogares pobres cuentan con pocas reservas financieras lo que puede 
dificultar e l  pago de todo un mes o bimestre de consumo, at in cuando e l  costo 
diario de l  servicio resulte afrontable. Por l o  tanto, puede resultar de ut i l idad l a  
imp lemen tac ih  de sistemas de pagos frecuentes. En e l  k i t e ,  10s instrumentos 
de prepago (por ejemplo, tajetas de prepago en  telefonia celular, o medidores 
de prepago en  electricidad) permiten que e l  hogar vaya cubriendo 
paulatinamente su  consumo. Tambibn existen mecanismos tecnol6gicos como 
10s limitadores de consumo, que facilitan e l  control de 10s gastos. Finalmente, 
las normas de desconexih pueden aumentar e l  riesgo de perder e l  servicio, asi 
como l a  dif icultad de recuperarlo en e l  period0 subsiguiente. 

Esta d i s c u s i h  ilustra que l a  politica social es un concept0 multi-facetico, 
que incluye tarifas sociales, r6gimen impositivo, estructuras tarifarias, politicas 
comerciales y normas de desconexih. Aiin cuando no existe una  politica social 
explicita, las decisiones que se toman sobre estos aspectos del  servicio pueden 
tener impactos sociales importantes (y ta l  vez inesperados). Por l o  tanto, resulta 
importante revisar como se estbn abordando cada u n o  de estos temas en la  
actualidad, para ver en  qu6 medida contribuyen o perjudican a l a  dimensi6n 
social. 

111.1. Tarifas sociales 

En 1993, a1 inicio de l  proceso de p r i v a t i z a c i h  se introdujo una  iniciativa 
nacional y multisectorial de "tarifa social", que involucraba un descuento sobre 
las tarifas de agua, electricidad y gas para 10s jubilados, dentro de ciertos limites 
de consumo. Sin embargo, en  1997 estos subsidios se reemplazaron po r  un 
monto fijo agregado directamente a las pensiones. 

A part i r  de entonces, todos 10s servicios piiblicos han i d o  desarrollando 
algunos elementos de "tarifa social" (Cuadro 3), aunque las prbcticas difieren 
significativamente entre sectores y jurisdicciones, y todavia n o  se puede hablar 
de una politica integral en  cualquiera de 10s sectores. 

E n  e l  sector agua, en  contraste a 10s otros servicios de infraestructura, n o  
existe una base nacional de financiamiento para tarifas sociales, sin0 que cada 
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j u r i s d i c c i h  debe financiar internamente cualquier esquema de tarifa social. S in  
embargo, se encuentran esquemas de tarifa social en  unas siete provincias de l  
Interior, mAs un programa incipiente en  GBA. Pese a1 nGmero de programas 
que existen, se calcula que en agregado estos representan menos de $10 
mil lones de gasto a1 aiio y n o  benefician mAs de 100,000 usuarios a n i ve l  
nacional. 

Los detalles de l  diseiio de l a  tarifa social en  agua varian mucho se@n l a  
jur isd icc ih .  En algunos casos, como 10s de Chaco, Mendoza, Salta y T u c u m h ,  
e l  costo de la  ’tarifa social’ se paga desde las rentas generales, mientras que e n  
GBA, Santa F6 y Santiago, la  fuente de financiamiento es un subsidio cruzado.4 
Existe una  amplia gama de mecanismos de focal izacih. El  cas0 de Salta es de 
10s mAs desarrollados, pues combina una  f6nnula polin6mica basada e n  
caracteristicas de l  hogar, con filtros de exclusi6n en base a posesi6n de bienes 
de lujo, y referencias cruzadas con otros catastros estatales de indigencia. En 
GBA, l a  ”tarifa social” se h a  desarrollado de manera altamente participativa con 
10s municipios y las ONGs, y son aquellos 10s que deciden la  d i s t r i b u c i h  de 10s 
m6dulos que se les asignan. 

4 E n  terminos sinteticos una estructura de precios contiene subsidios cruzados si  e l  precio 
que pagan algunos grupos de consumidores est5 po r  debajo del costo medio, mientras que el de 
otros grupos est5 por  encima de 10s mismos. 
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I) 

Cuadro 3: Taxonomia de tarifas socialespracticadas por sector 
"" __"__.____ ___." ..l__._ll__.." ....I__-..-..I_..- "-.-~ 

I I Fondos anuales 1 
Nivel de descuento 1 Fuente de financiamiento ' financia, tanfas aslgnadosa i Existencia de Numero total de 

tarifa social i beneficiarios Criterlos de e,eglbllldad 

Finalmente, e n  e l  GBA se h a  in t roduc ido  un cargo S U M A  de  $ 6,62 
bimestrales para 10s servicios d e  agua y cloacas, e n  s u s t i t u c i h  d e l  cargo d e  
infraestructura que pagaban 10s hogares nuevamente conectados y que 
sumaban hasta $1,000 para  10s servicios de  agua y alcantarillado. Este subsidio 
cruzado de usuarios existentes hacia usuarios nuevos, fue  introducido e n  1997 
tras u n a  renegociacibn d e l  contrato d e  Aguas Argentinas provocada por 
protestas sociales sobre 10s cargos de  infraestmctura que resultaban impagables 
para  10s hogares de  bajos ingresos. S in  embargo, con e l  lapso d e l  t iempo se h a  
aflojado e l  v inculo que originalmente existia entre l a  r e c a u d a c i h  d e l  cargo 
SUMA y e l  programa de  inversiones d e  l a  concesionaria, v o l v i h d o s e  este cargo 
un elemento m6s de  l a  base tarifaria. 
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En e l  sector elkctrico, existe un Fondo Nacional de Energia Elkctrica 
(FNEE) establecido p o r  l a  Ley 24.056 y financiado por un recargo de $2,4 p o r  
MWh transado en  e l  mercado mayorista. De l o  recaudado se destina e l  60% a1 
Fondo de Compensaci6n Tarifaria (FCT) con e l  objetivo de financiar descuentos 
tarifarios en  las Provincias, y e l  40% restante para e l  Fondo de Desarrollo 
Electrico de l  Interior (FEDEI) con e l  objetivo de financiar l a  electr i f icacih rural. 
Los recursos del  FCT se aplican a todo tip0 de tarifas y no solamente 
residenciales; la  forma especifica depende de las autoridades provinciales. Se 
han encontrado muy diversos esquemas de ‘tarifa social’ e n  unas 18 provincias. 
Entre 10s subsidios mBs comunes se encuentran: para bajos consumos, a 
jubilados, po r  zonas geogriificas, para villas de emergencia, para familias 
carentes. L a  forma de selecci6n va desde casos de postulaci6n ind iv idual  
mostrando cumpl i r  con determinados requisitos (por ejemplo, contra 
presentaci6n de recibos de haberes para 10s jubilados en  Mendoza o llenando 
un formulario en  l a  Secretaria de Desarrollo Social de Chaco), hasta automiiticos 
(como algunos subsidios zonales o de bajo consumo). 

En e l  sector gas, existe un subsidio para la  regi6n Patag6nica que beneficia 
alrededor de medio mill6n de personas, y que se justifica p o r  e l  intenso frio que 
impera en  esta regi6n. Desde su  inicio, este subsidio se pag6 directamente con 
fondos del  Tesoro Nacional, manteniendo un valor promedio de $87 millones 
en 10s tiltimos afios. A part i r  de mayo 2002 (Decreto 786/2002), hub0 una  
mudanza en l a  pol i t ica de financiamiento sustituyendo e l  subsidio direct0 
coparticipable, p o r  un subsidio cruzado donde 10s aportantes pasan a ser todos 
10s consumidores de gas natural  p o r  redes o ductos en e l  terr i tor io nacional. D e  
esta forma, se establece un Fondo Fiduciario que se constituye con un recargo 
de hasta cuatro milesimos de peso ($0,004) p o r  cada metro ctibico (m3) que se 
consuma en e l  Territorio Nacional. Los destinatarios d e l  subsidio son 10s 
consumidores patag6nicos de gas natural y GLP (tanto por redes como en  
garrafas), aunque su forma de instrumentaci6n todavia estB siendo elaborada 
po r  e l  Enargas y la  Secretaria de Energia. 

En e l  sector telecomunicaciones, mediante l a  Obligaci6n de Servicio 
Universal las telef6nicas se comprometieron a financiar diversos programas 
sociales a cambio de un periodo de exclusividad. Entre 10s programas iniciales 
contemplados en  l a  reglamentaci6n del  Servicio Universal se encuentran: 
telefonia ptiblica de larga distancia en  Breas sin servicio telef6nico local; 
telefonia ptiblica social (telkfonos ptiblicos a precios subsidiados en  barrios 
pobres); tarifa preferencial de carBcter social para hogares de bajo consumo 
(focalizada hacia jubilados y pobres); atenci6n a usuarios con limitaciones 
fisicas; atenci6n a instituciones ptiblicas de educacibn, salud y servicios de 
emergencia; y Breas locales de altos costos de operaci6n y mantenimiento. A1 
caducar e l  periodo de exclusividad en 1998, se no rm6 e l  Fondo de Servicio 
Universal (Decreto 264/98), a ser financiado p o r  un recargo de l  1% sobre l a  
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facturacibn total del  sector, l o  que hubiese representado $115m de recursos en  e l  
afio 2001. Sin embargo, todavia n o  se ha  logrado implementar este mecanismo, 
y las empresas siguen financiando directamente sus programas sociales a pesar 
de que r i ja un rkgimen de competencia. 

En cuanto a1 sector de transporte urbano, 10s "colectivos" 
tradicionalmente n o  fueron sujetos de subsidio, mientras que 10s medios 
guiados (ferrocarriles metropolitanos y subterrheos) siempre han recibido 
transferencias de rentas generales para cerrar la  brecha entre sus ingresos y 
costos. Pero desde mayo de 2002, e l  Gobierno decidi6 otorgar un subsidio 
directo a 10s operadores de "colectivos" y restableci6 e l  correspondiente a 10s 
concesionarios de 10s ferrocarriles metropolitanos y 10s subtes s e e  10s 
Contratos de Concesi6n con e l  agregado de nuevas transferencias. Estos 
subsidios surgen de un Fideicomiso que se financia con una tasa a1 gas-oil 
(18,5% sobre e l  precio de l  l i t ro libre de impuestos) que pagan 10s consumidores 
de todo e l  pais. Es decir, que se trata de un subsidio cruzado desde otros 
medios de transporte y usuarios de camiones y autom6viles gasoleros hacia 
estos servicios de transporte pGblico. E l  valor anualizado de estos subsidios se 
estima e n  $ 104,6 millones para colectivos; $92,2 millones para trenes y $33,3 
millones para subtes. En total, $230 millones. Este subsidio directo a 10s 
operadores de "colectivos", trenes y subtes implica que 10s pasajeros del  AMBA 
que tienen empleo y pueden viajar se beneficien de una "tarifa social", a1 
tiempo que n o  hay  iniciativas ni se destinan recursos especificos para 10s 
integrantes de 10s hogares que tienen bajos ingresos o est6n desempleados. E l  
Gnico mecanismo focalizado en 10s medios de Transporte PGblico del  AMBA 
son las franquicias especificas para niiTos menores de 3 afios, jubilados, Policia y 
FFAA, discapacitados, alumnos de n ive l  primario, y estudiantes de n ive l  
secundario y terciario. AGn asi, 10s jubilados, p o r  ejemplo, s610 pueden viajar 
gratis en 10s modos guiados. 

En resumen, todos 10s sectores han logrado desarrollar fuentes 
significativas de financiamiento para politicas sociales, que en  la  mayoria de 10s 
cas0 se basan sobre fondos especificos o fiduciarios financiados a1 interior de 
cada sector. Se estima que estos recursos alcanzaron miis de $700m de ddlares 
en  2002. 

Durante 10s Gltimos afios, es notable que e l  Estado h a  i d o  reduciendo e l  
destino de rentas generales para e l  financiamiento de estas politicas, 
abandonando e l  subsidio a jubilados en  1997 ($173 millones pagados entre 1993 
y 1996)5, y m6s recientemente e l  subsidio a 10s ferrocarriles urbanos y e l  Subte 

5 En abril de 1997 el Poder Ejecutivo Nacional determin6 que 10s subsidios que percibia l a  
clase pasiva a traves de las tarifas de gas se liquidaria en forma directa en 10s haberes 
jubilatorios como un monto fijo. 
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del  AMBA ($30 millones anuales en 2002), y e l  subsidio Patag6nico a1 gas (que 
habia estado alrededor de $90 millones anuales). 

Par i  passu, se h a  i d o  incrementando e l  us0 de fondos especificos o 
fiduciarios, generalmente financiados p o r  sobrecargos generales en  l a  
facturacih, empezando po r  e l  FCT en  1992, e l  S U M A  de Aguas Argentinas en  
1997, e l  FSU para telecomunicaciones en  1998, y en 2002 e l  subsidio cruzado 
patag6nico y l a  tasa del  'gasoil' destinada en parte a subsidiar e l  transporte 
publ ico urbano. De 10s m6s de $700 millones anuales que actualmente recaudan 
estos mecanismos, e l  64% est6 destinado a reducir tarifas, y e l  36% a 
subvencionar e l  acceso de nuevos usuarios. L a  distribuci6n geogrhfica 
aproximada de estos fondos es: de l  45% para e l  AMBA y 55% para e l  Interior. 

Cabe notar que estos fondos son significativos en  relaci6n a las posibles 
necesidades de 'tarifa social'. Como ejemplo, se puede tomar 10s $288 mil lones 
recaudados con e l  fin de financiar descuentos sociales en tarifas para 10s 
servicios publicos domiciliarios (agua, electricidad, gas y telefono). Dado que e l  
costo de una canasta b6sica de servicios publicos gira entorno a $50 mensuales6, 
estos recursos alcanzarian para financiar un descuento equivalente a1 30% en  
dicha canasta para todos 10s hogares de l  pr imer quintil de ingresos7. 

Sin embargo, pese a l a  amplia gama de mecanismos que existen, es 
notable que en la  encuesta de hogares solo 2-4% de 10s hogares informaron que 
eran beneficiarios de "tarifas sociales". En parte, est0 refleja l a  pequeiia escala 
de las iniciativas que existen, y ta l  vez tambikn revele una  baja conciencia sobre 
l a  existencia de estos descuentos. Ademhs, cabe observar que l a  encuesta no 
estaba especificamente destinada a obtener u n a  muestra representativa de 
hogares beneficiarios de l a  tarifa social. 

111.2. Estructuras tarifarias 

Se h a  subrayado que las tarifas sociales n o  son e l  h i c o  instrumento de 
pol i t ica social para 10s sectores de infraestructura. MAS all6 de 10s subsidios 
explicitos, la  misma estructura tarifaria puede introducir subsidios cruzados 
entre diversos grupos de usuarios, y afectar l a  facilidad con l a  cuAl 10s hogares 
pobres pueden enfrentar las facturas de l  servicio. 

En cuanto a 10s servicios domiciliarios (agua, electricidad, gas, telefono), 
las estructuras tarifarias se caracterizan p o r  un cargo fijo y otro cargo variable 

6 Para esta i l us t rac ih  la  canasta bAsica mensual se define como 100kWh de electricidad, 
100 metros cdbicos de gas, una tarifa b5sica de agua y cloaca (no medida), y 100 minutos de  
telefonia pdblica. 

7 Los $288 millones repartidos entre 10s 1.6 millones de hogares del  primer quintil 
representa un monto de $15 mensuales po r  familia, l o  que representa el 30% del costo de la  
canasta b Asica. 
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(Cuadro 4). En algunas jurisdicciones, las tarifas de electricidad y gas siguen un 
esquema de bloques crecientes, l o  que introduce un subsidio cruzado a favor 
del  pequeiio usuario. Mientras que en otras jurisdicciones, l a  tarifa elbctrica 
obedece un patr6n de bloques decrecientes, introduciendo subsidios cruzados 
en  direcci6n contraria. S in  conocer en qu6 medida e l  consumo de 10s servicios 
varia con e l  n ive l  de ingreso, es dif ici l  adjudicar en qu6 medida las tarifas en  
bloques crecientes o decrecientes favorecen o perjudican a 10s hogares de bajos 
ingresos. Comparando 10s cupos biisicos de consumo en las provincias que 
cuentan con bloques crecientes, se observa que dos tercios de las provincias l o  
tienen fijado entre 30-100 kWh p o r  mes, mientras que e l  otro tercio l o  tienen 
fijado entre 150-300 kWh p o r  mes. 

A diferencia de otros sectores, en  e l  sector de agua potable solo e l  24% de 
10s usuarios a n ive l  nacional cuentan con medici6n. Por l o  tanto, en  l a  mayoria 
de 10s casos se sigue uti l izando una f6rmula catastral derivada (con ciertas 
adaptaciones provinciales) de l  Tarifario OSN (denominado po r  l a  sigla de la  
antigua empresa piiblica de alcance nacional). L a  f6rmula se basa en  
coeficientes de ed i f i cac ih  y zonales, y ajusta po r  e l  tamaiio de l  predio y de l a  
vivienda. Estos coeficientes te6ricamente reflejan e l  consumo de agua y la  
capacidad de pago de cada hogar. S in  embargo, 10s coeficientes suelen estar 
bastante desactualizados, y se desconoce la  naturaleza de 10s subsidios 
cruzados que ello genera. Cuando e l  servicio es medido, e l  componente fijo 
suele basarse en l a  cuota catastral de l  inmueble, p o r  l o  que reproduce la  
estructura del  tarifario catastral en  ese componente. 

Una  caracteristica comun de todas las estructuras tarifarias es e l  n ive l  
relativamente alto del  cargo fijo, cuando se expresa como porcentaje de l a  
factura tipica de un hogar con consumos cercanos a1 n ive l  de subsistencias. El 
porcentaje varia entre 28% para gas, hasta 70% para telefonia, y 100% en e l  cas0 
de agua debido a l a  escasa cobertura de micro-medici6n (Gr6fico 7). Por l o  
tanto, un hogar con conexiones a agua, electricidad y gas enfrenta costos de $18 
mensuales aunque n o  consuma absolutamente nada; mientras que un hogar con 
estos servicios miis telefonia enfrenta costos de $34 a i in  sin consumo. L a  
consecuencia de est0 es que p o r  mucho que 10s hogares pobres intenten 
economizar en e l  us0 de 10s servicios, existe una p r o p o r c i h  significativa de l a  
factura que escapa su control. 

8 E l  nivel de subsistencia mensual se define como 120kWh de electricidad, 500 metros 
db icos  de gas anuales (pardmetro de referencia para GBA), una tarifa bdsica de agua y cloaca 
(no medida), y 400 pulsos de llamadas telef6nicas (la mitad en horario normal y la  mitad en 
horario reducido). 
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Grafico 7: Valor absoluto de 10s cargos fijos y porcentaje de 10s mismos en la facturacion 
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En e l  sector transporte, la  tarifa p o r  ki l6metro d e  viaje tiende a disminuir 
con l a  distancia viajada, lo que implica que 10s pasajeros que realizan viajes 
cortos subsidian a 10s que viajan mayores distancias. El  cas0 extremo es e l  
SUBTE, en  e l  cual se practican las tarifas planas; mientras que en 10s 
"colectivos" y ferrocarriles urbanos se practica una suerte de tarifa en  bloque 
decreciente. Tradicionalrnente, 6sta estructura tarifaria se suele justificar p o r  e l  
hecho de que 10s hogares pobres suelen vivir a mayor  distancia de l  centro 
urbano; sin embargo, n o  existen datos que permitan comprobar esta hip6tesis. 
Esta misma tendencia se obsema comparando tarifas entre 10s diversos modos 
de transporte. Los viajes p o r  SUBTE son 10s mhs cortos, en  promedio de 5 
kilbmetros, con una  tarifa p o r  ki l6metro de $0.16. En 10s "colectivos", 10s viajes 
son un poco mhs largos, de 7 kil6metros en  promedio, mientras que l a  tarifa por 
ki l6metro disminuye a $0.12. Finalmente, 10s viajes p o r  ferrocarril son e n  
promedio de 22 kilbmetros, con una tarifa de $0.08 p o r  kil6metro. 

En resumen, la  preponderancia de altos cargos fijos dif iculta e l  control de 
l a  factura a h  cuando se hacen considerables esfuerzos de ahorro, como estii 
sucediendo en l a  actualidad. Ademiis, e l  us0 en  algunos sectores de tarifas en  
bloques decrecientes perjudican a1 pequefio usuario. S in  embargo, p o r  e l  
momento, n o  existen datos para comprobar en  qu6 medida 10s hogares pobres 
son pequefios usuarios, y p o r  l o  tanto es d i f ic i l  evaluar las implicaciones 
sociales de esta coyuntura. 
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Cuadro 4: Estructuras tarifarias aplicadaspor sector 
~ ".."" .....l__-__l..I...-.. "" ......̂I.. ................................................... "I II_.-__-._." ".. ._.: i 

s u ~ ~ ~ ~ ~ ~ $ ~ & e  !Peso del cargo fijo en un : 1 Valor absoluto del i 
I Clase de estructura tarifaria ,cup0 Msico de cons!"/ ( m ~ ~ ~ ~ l $ d o J  

existen I 

U n a  posible soluci6n consiste e n  ofrecer diversos planes de  pago, que 
var ian e n  cuanto a1 balance entre e l  cargo fijo y e l  cargo volum6trico (Gr i f i co  8). 
Es decir, que e l  usuar io puede escoger un p l a n  con menor  cargo fijo, a cambio 
de  pagar un cargo variable m i s  elevado. D icho  esquema solo resulta atractivo 
para  usuarios que consumen relativamente poco, s in  embargo a estos les 
permi te  economizar s u  gasto. Por ejemplo, a un usuario que consume entre 10s 
Umbrales A y B, l e  interesaria cambiarse d e l  P lan  1 a1 P lan  2. Estas pr ict icas son 
habituales e n  l a  telefonia celular, pe r0  generalmente no han sido aplicados a 
otros sectores. 

Grafico 8: Diversos lanes de pago 
Factura 1 ,,,,,/ Plan 2 

Plan 1 

Umbral Umbral 
A B 

Consumo 

111.3. RCaimen impositivo 

El  regimen imposi t ivo de 10s sectores de  
impuestos nacionales directos como e l  IVA, 
Ingresos Brutos, y municipales (Cuadro 5). L a  

infraestmctura incorpora tanto 
provinciales indirectos como 

presidn imposi t iva total  d e  10s 
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servicios domiciliarios (agua, electricidad, gas y telkfonos) ronda en  t o m o  a1 
30%. Sin embargo, las diferencias entre sectores, e inclusos entre distintas 
empresas y zonas de un mismo sector, dif icultan la  elecci6n de un n6mero 
representativo. Por ejemplo, la  carga impositiva en e l  sector elkctrico varia entre 
2l,6% (Corrientes) y 51,3% (Entre Rios). 

E l  elemento miis preponderante es e l  IVA que grava un 21% de las 
facturas de dichos servicios. A n i ve l  provincial, e l  componente miis significativo 
es e l  Impuesto a 10s Ingresos Bmtos (Ventas) que en promedio grava un 3%. A 
su vez, 10s impuestos municipales son tremendamente variables, y en algunos 
casos superan e l  lo%, aunque p o r  l o  general est& miis cercanos a1 5%. 
Finalmente, existen varios impuestos especificos a determinados sectores, como 
l o  serian e l  Impuesto a1 Gas Natura l  Comprimido de $0,03 p o r  metro ctibico, e l  
Fondo Especial para Obras de Gas de varias provincias generalmente alrededor 
de l  970, y e l  impuesto nacional sobre l a  electricidad del  Fondo para l a  Provincia 
de Santa Cruz (O,6%). Un cas0 interesante es e l  sector agua, donde las empresas 
ptiblicas estiin exentas de impuestos, mientras que las empresas privadas 
gravan alrededor de l  27%. 

Por su parte, e l  sector de transporte urbano de l  AMBA difiere 
significativamente de l  resto, con una  carga imposit iva actual que gira en  t o m 0  
a1 7%. L a  diferencia se explica p o r  e l  hecho de que a1 sector s610 se le  grava l a  
media tasa de IVA del  10,5%. Ademiis, p o r  e l  momento, e l  crkdito fiscal 
acumulado po r  las compras e inversiones de las empresas contrapesa e n  gran 
medida e l  d6bito fiscal, sin que hayan mayores impactos sobre las tarifas 
enfrentadas por  10s usuarios. Sin embargo, este efecto h a  d e  disminuir  con e l  
tiempo a medida que 10s concesionarios terminen de ejecutar sus programas de 
inversi6n. Finalmente, 10s impuestos provinciales y municipales sobre e l  
transporte tambikn son bajos en c o m p a r a c i h  a 10s otros sectores; generalmente 
n o  superan e l  4%. 

En general, l a  carga imposit iva h a  i d o  aumentando con e l  tiempo. Por 
ejemplo, en e l  sector gas e l  componente de impuesto h a  alcanzado un aumento 
acumulado del  60% entre 1992/01, con picos de 80% para algunas empresas. 
Otra ilustraci6n seria e l  sector de transporte urbano del  AMBA, que fue exento 
del  IVA hasta e l  2001. A n ive l  agregado, 10s ingresos imposit ivos generados por 
10s sectores de infraestructura actualmente superan $4,700 mil lones a1 ai io (6.5% 
de l a  recaudaci6n total de impuestos de l  pais).9 Est0 se puede comparar con l a  
situaci6n alrededor de l  1990, cuando 10s sectores de infraestructura exigian 
subvenciones fiscales de alrededor de $1,800 mil lones a1 af~o. 

Existen algunos ejemplos e n  10s cuales 10s gobiemos h a n  destinado 10s 
ingresos fiscales de 10s sectores d e  infraestructura a cubrir necesidades sociales 

9 Segin la matriz Insumo-Product0 de 1997. 
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de l  m i s m o  sector. Concretamente, e n  e l  AMBA se h a  desarrollado un Acuerdo 
Marco  para  cubrir 10s gastos elkctricos de las vi l las miserias mediante aportes 
de 10s Federal, Provincial y Mun ic ipa l  quienes contr ibuyen u n a  parte de  s u  
recaudaci6n de impuestos sobre l a  electricidad para  este fin. Ademhs, e n  l a  
Provincia de Buenos Aires se promulg6 u n a  ley  (Ley 12.698) lo que h a  resultado 
en  l a  introducci6n de u n a  Tarifa Elkctrica de Interks Social (TEIS), que incorpora 
u n a  exenci6n imposi t iva a las familias e n  condiciones de  indigencia. 

Resulta interesante comparar l a  prhctica argentina con parhmetros 
intemacionales, br indados p o r  unos recientes estudios de  l a  OCDE sobre las 
cargas imposit ivas de  10s servicios d e  agua y energialo. En cuanto a1 sector agua, 
esta comparaci6n muestra que Argent ina tiene u n a  carga imposi t iva mhs aha 
que cualquier pais de  l a  OCDE (Grhfico 9). En general, estos paises apl ican 
impuestos entre e l  5% y 15% a este sector, con  l a  excepci6n de  10s paises 
escandinavos donde l a  tasa se encuentra entre e l  20% y 25%. En cuanto a1 sector 
elkctrico, h a y  u n a  ampl ia v a r i a c i h  de prhcticas, pe r0  l a  mayor ia  de 10s paises 
de  l a  OCDE se encuentran e n  e l  rango de l  10% a1 40% (Grhfico 10). En e l  cas0 
Argentino, las tasas imposit ivas d e l  GBA exceden e l  40%, y son excedidas 
i inicamente por Dinamarca. Sin embargo, a n i v e l  nacional l a  tasa promedia d e l  
28% esth dentro d e l  rango observado e n  l a  OCDE. En cuanto a1 sector gas 
natural, Argentina se sit6a entre 10s paises con mayor  cargo impos i t i vo  sobre 
este combustible (Grhfico 11). 

El hecho de que las tasas imposit ivas de  10s servicios p i i b l i c o s s o b r e  todo 
e n  e l  cas0 de  a g u a - s e a n  relativamente altas a n i v e l  intemacional, l leva a 
considerar 10s pr incipios que subyacen l a  pol i t ica imposi t iva de  estos sectores. 

A n ive l  macro-econ6mico, 10s servicios pi ib l icos pueden representar u n a  
base imposi t iva bastante atractiva dada su  baja elasticidad d e  precio, lo que 
l im i ta  las distorsiones generadas. Ademhs, para  facil i tar l a  administraci6n d e l  
sistema imposi t ivo y mantener las ingresos fiscales, resulta deseable mantener 
u n a  estructura s imple y un i fo rme de  impuestos, s in  admi t i r  demasiadas 
excepciones y variaciones. S in  embargo, a n i ve l  micro-econ6mico, pueden haber 
factores que just i f iquen alguna diferenciaci6n e n  las tasas imposit ivas de  ciertos 
sectores. 

En e l  cas0 d e l  agua y l a  energia, existen dos argumentos relevantes. El  
pr imer0  se refiere a las externalidades que genera e l  consumo d e  estos servicios. 
Para e l  cas0 de  agua, s u  consumo es un elemento clave de  l a  sa lud  pi ib l ica con  
impactos sociales positivos, lo que podr ia  justif icar un tratamiento impos i t i vo  
mhs leve que para otros sectores. Para e l  sector energktico, surge e l  argument0 

10 Las comparaciones internacionales se respaldan sobre dos recientes estudios de 
politicas tarifarias e impositivas en 10s sectores de agua y energia de la  OCDE. (a) The Price of 
Water: Trends in OECD Countries, 1999 (b) Energy Prices and Taxes, Fourth Quarter 2002, Issue 4. 
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contrario, dado que e l  consumo de la  energia en general produce externalidades 
negativas, asi como contribuye a1 agotamiento de recursos no-renovables. En 
ambos casos, tambien existe el argumento de que 10s servicios se tratan de 
necesidades biisicas, que componen una aha proporci6n del gasto total de 10s 
hogares de menos recursos. S in  embargo, e l  principal argumento e n  contra de l  
trato preferencial es que 10s niveles absolutos de gastos son mayores para las 
familias con mas altos ingresos, l o  que implica que estos se beneficiarian de 
manera desproporcional. 

Grafico 9: Carga impositiva en la facturacion del servicio residencial de agua 

I I 
Firmte: OCDE 

Grafico 10: Carga lmpositiva en la facturacion del servicio residencial de electricidad 
I 
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Grafico 11: Carga lmpositiva en la facturacion del servicio residencial de gas 

I 
Ftrente: OCDE 

En resumen, l a  carga imposi t iva d e  10s servicios pf ibl icos domici l iar ios es 
relativamente alta a n i ve l  internacional (alrededor d e l  30%); sobre todo e n  e l  
cas0 d e l  sector agua, donde existen argumentos econ6micos bastante 
importantes para justificar un trato impos i t i vo  preferencial. Como resultado, l a  
r e c a u d a c i h  total  de estos sectores se aproxima a 10s $4,700 millones. En 
algunos casos aislados se est6 permit iendo e l  us0 de  l a  recaudaci6n fiscal para  
financiar programas de  asistencia social. 

Cuadro 5: Cargas impositivas aplicadas por sector 
I Estimacion del valor total 

lmpuestos lmpuestos de impuestos pagado por 
provinciales municipales , el sector por afio en 

millones de pesos 

Carga impositiva total 
tipica (promedio o lmpuestos nacionales 
mediana o fango) 
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111.4. Politicas comerciales 

Como ya se coment6 existen varias prActicas comerciales que pueden 
facilitar e l  pago de las facturas de servicios publicos po r  10s hogares de bajos 
ingresos (ver Cuadro 6). 

En pr imer lugar, es notable que en todos 10s sectores es di fundida l a  
fac tu rac ih  bimestral; en comparaci6n con e l  resto de AmQica Latina donde l a  
facturacibn tiende a ser mensual. El hecho de facturar bimestralmente tiene l a  
ventaja de reducir 10s gastos administrativos de las empresas. S in  embargo, 
puede resultar mAs di f ic i l  que un hogar pobre con escasas reservas financieras 
enfrente de una sola vez e l  pago de dos meses de consumo, y todavia peor en  
cas0 que mAs de una factura bimestral llegue durante e l  mismo mes. 

A prop6sit0, 10s instrumentos de prepago son una manera de elevar l a  
periodicidad de l a  factura, permitiendo en e l  l imi te que e l  hogar pague dia a d ia  
su  consumo. En e l  sector de telecomunicaciones, e l  prepago est& ampliamente 
disponible en l a  forma de telefonia publica, y planes celulares mediante compra 
de tarjeta. Sin embargo, en  10s demAs sectores l a  experiencia es escasa. Edenor, 
una  de las empresas distribuidoras de l  AMBA, realiz6 una prueba pi loto con 
medidores de pago para unos 100 clientes morosos de bajos ingresos poco antes 
de l a  devaluaci6n. L a  prueba mostr6 que e l  87% de estos clientes bajaron e l  
consumo de electricidad en  casi un 40%, y que en  general se sentian c6modos 
con e l  sistema y l o  preferian a l a  facturaci6n tradicional. Pese a l a  relevancia de 
este mecanismo en  l a  coyuntura actual, su alto costo de inversi6n (US$lOO p o r  
medidor) dificulta su  mayor consideracibn en e l  corto plazo. S in  embargo, 
podr ia ser un instrumento interesante para explorar e n  e l  mediano plazo. 

Finalmente, 10s limitadores de consumo son otra manera de permit i r  que 
las familias controlen sus gastos en  servicios publicos, evitando "sorpresas" e n  
l a  facturacih, y guardando relaci6n con su capacidad de pago. Nuevamente, es 
en  e l  sector de telecomunicaciones donde mAs fAcilmente se aplica este 
mecanismo. Ya se comentaron l a  existencia de planes de consumo restringido, 
que l imi tan e l  trAfico saliente generalmente a entre 400-600 pulsos mensuales, a 
cambio de una tarifa plana relativamente descontada. En e l  cas0 el&trico, 
algunas jurisdicciones ofrecen planes de cargo f i jo mensual a clientes que 
aceptan tener un l imitador de carga; lo que l imi ta  e l  numero de artefactos 
elktr icos que pueden estar enchufados de una sola vez. Mientras que en  e l  cas0 
de agua en e l  Area metropolitana, se permite que l a  concesionaria aplique un 
precinto en la  conexi6n de l  usuario moroso de forma de restringir e l  caudal de 
agua entregada, permit iendo un acceso minim0 a1 servicio, s i n  desvirtuar 10s 
incentivos de pagar e l  servicio. 

En resumen, las politicas comerciales de 10s servicios publicos e n  
Argentina n o  son demasiado favorables para 10s hogares pobres, e n  e l  sentido 
que l a  facturaci6n es relativamente infrecuente, y que (fuera de l a  telefonia) 
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apenas se aprovechan 10s mecanismos de prepago o l imi taci6n de  consumo, 
instrumentos que podr ian  facilitar e l  pago de  10s servicios. 

Cuadro 6: Practicas comerciales destinadas a favorecer el consumo de 10s pobres por sector 
3 ' Experiencia con mecmismos de Experiencia con mecanismos de 

prepago restncci6n de consumo SECTORES Periodicidad de lafacluraci6n 

111.5. Normas de desconexi6n 

D a d o  que un mayor  ndmero  de  usuarios est& cayendo e n  m o r a  y 
arriesgan ser desconectados, es particularmente importante evaluar las actuales 
polit icas de  desconexi6n (Cuadro 7). 

Se observa bastante heterogeneidad e n  cuanto a l a  m o r a  antes de  proceder 
a l a  desconexibn, lo que varia entre 15 dias para  e l  cas0 d e l  servicio electrico, y 
hasta 180 dias e n  e l  cas0 de agua potable. Sin embargo, se observa e n  l a  pr6ctica 
que desde que estall6 l a  crisis, las empresas electricas t ienden a b r inda r  mayor  
flexibil idad. En general, 10s avisos previos a l a  desconexi6n t ienen efectos de  
incentivos (carta documento e n  tono amenazante), y suelen imp l icar  un pago 
pequefio, que cubre e l  costo marg ina l  d e l  aviso. 
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Cuadro 7: Cargos y procedimientos ante la falta de p g o  del servicio 
_" ll..____l.__." ___" I..._...__T_I_ "..̂  "...I.." - ............. __." ___ _____^ ̂--l...--.-__l-.--..-----..- " 

'Ora de 
SECTORES 1 proceder a la 

desconexidn 
Recargo porno pagar en ei Cargo de reconexi6n Cargo de reconexi6n Peso aproximdo de 

primer venctmiento tras corte preliminar tras corte profundo  re^^^:$ ~~~~~~~~~n 

Los intereses recargados a l a  deuda d e  10s usuarios e n  m o r a  e n  todos 10s 
casos e s t h  "atados" a u n a  tasa d e l  mercado dom6stico (Tasa de  descuento d e l  
Banco Nac i6n  de  documentos a 30 dias) que a par t i r  de  l a  devaluaci6n y e l  
incremento d e  l a  inf laci6n se ubica e n  valores que superan e l  50% anua l  
(cuando un aiio atr& eran d e l  14.50°/0). En este context0 d e  volat i l idad 
macroecon6mica dichas tasas resultan prohibi t ivas para  usuarios cuyos 
ingresos e s t h  fijos e n  t6rminos nominales y decrecientes e n  t6rminos reales. 

En l a  mayor ia de 10s casos, e l  costo de  recuperar e l  servicio u n a  vez 
desconectado es elevado, dependiendo s i  e l  corte h e  pre l im inar  o profundo. 
Este iiltimo imp l ica  remover fisicamente l a  infraestructura de  enlace con l a  red, 
y realizhndose cuando e l  usuar io v io la  e l  corte prel iminar.  Cargos d e  $20-40 son 
habituales, aunque e n  e l  cas0 telef6nico e l  cargo por reconexi6n tras un corte 
profundo asciende a $180. En general, estos cargos representan e l  costo d e  uno 
a dos  meses de  consumo mhimo d e l  servicio, y por lo tanto parece probable 
que representen un impediment0 importante para  que 10s hogares pobres que  
perdieron e l  servicio lo puedan recuperar. 

IV. REFLEXIONES FINALES 

Los resultados de  este p r i m e r  i n fo rme  ind ican que l a  crisis est5 teniendo 
repercusiones significativas sobre 10s sectores d e  infraestructura. El  consumo h a  
bajado alrededor de  un 10% para  10s servicios domici l iar ios y un 15-20% para  e l  
transporte u rbano d e l  AMBA. Los datos oficiales sobre moros idad y 
desconexi6n son muy escasos, pe r0  sugieren un aumento d e  5-10 pun tos  
porcentuales e n  las tasas de  morosidad. A1 m i s m o  tiempo, existe evidencia de  
que las empresas de  electricidad e s t h  adoptando u n a  pol i t ica mi is  suave e n  
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cuanto a l a  desconexi6n. Sin embargo, 10s resultados de una reciente encuesta 
nacional sugieren un panorama m6s pesimista; pues e l  40% de 10s hogares 
informa que se est6 retrasando en e l  pago, y alrededor de l  10% dice que ya h e  
desconectado de 10s servicios de electricidad o telkfono. En consecuencia, e l  pais 
est6 enfrentando e l  fen6meno de la  perdida de cobertura. 

Por otro lado, se encuentra que n o  existe una politica social muy 
coherente para 10s sectores de infraestructura, sin0 que han i d o  acumulando 
diversas iniciativas de 'tarifas sociales' en  distintas jurisdicciones como 
respuesta a problemas sociales especificos de car6cter local. Concretamente, 
unas siete provincias han  desarrollado tarifas sociales para e l  servicio de agua, y 
alrededor de 18 para e l  servicio electrico. Adem&, existe una tarifa especial 
para gas en  la  regi6n Patag6nica. Aunque el  nt imero de iniciativas es elevado, 
e l  nt imero de beneficiarios es relativamente pequefio, pues se calcula que en e l  
cas0 de agua son menos de 100,000 hogares, y e l  presupuesto total anual de las 
tarifas sociales n o  superan 10s $10 millones. Ademds, 10s criterios de selecci6n 
son muy diversos, y de momento n o  existen pruebas que permitan verificar su 
grado de exit0 en focalizar recursos hacia 10s pobres. 

Cabe sefialar que e l  Estado se ha  i d o  retirando progresivamente del  
financiamiento de dichas iniciativas sociales mediante rentas generales, como 
h a  sido e l  cas0 del  subsidio a 10s jubilados en  1997, e l  subsidio a 10s 
ferrocarriles urbanos y e l  Subte, y e l  subsidio Patag6nico a1 gas. En su lugar, se 
han i d o  estableciendo una serie de fondos especificos y fiduciarios que 
recaudan recursos desde e l  interior de cada sector para financiar 10s programas 
sociales respectivos. Ejemplos incluyen e l  FNEE, e l  cargo S U M A  para agua en e l  
AMBA, e l  sobrecargo patag6nico a1 gas, y e l  recargo a1 diesel. Se estima que 
actualmente estos mecanismos recaudan m6s de $700 millones a1 G o .  Esta 
suma es bastante significativa en  relaci6n con l o  que podr ian ser 10s costos de 
una  politica social sistemhtica a n i ve l  nacional. 

A pesar de que n o  existe una  politica social muy explicita, e l  estudio 
argumenta que diversos aspectos del  marco tarifario y c o m e r c i a k n  particular, 
las estructuras tarifarias, e l  regimen impositivo, y las pr6cticas 
comercialeet ienen impactos sociales implicitos que en agregado pueden ser 
muy significativos. Por este motivo se h a  realizado una evaluaci6n de todos 
estos aspectos desde una perspectiva social. 

Se h a  subrayado que las tarifas sociales n o  son e l  tinico instrumento de 
politica social para 10s sectores de infraestructura. L a  estructura tarifaria 
tambikn puede afectar de manera importante l a  capacidad de pagar 10s 
servicios. E l  analisis indica que 10s cargos fijos representan entre e l  30-100% de 
las facturas de un hogar modesto, lo que dif iculta e l  control de l  gasto y puede 
aumentar la  posibi l idad de caer en  mora. 
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En l a  actual idad 10s impuestos representan alrededor d e l  30% de  las 
facturas de  agua y energia, cuando se suman 10s impuestos federales, 
provinciales y municipales, lo que tiene un impact0 importante e n  l a  
asequibi l idad de  10s servicios. E l  an6lisis muestra que 10s impuestos han 
aumentado con e l  tiempo, y actualmente generan alrededor de $4,700 mil lones 
de ingresos fiscales a1 afio. U n a  comparacibn internacional revela que esta carga 
es relativamente aka, especialmente para e l  sector agua que  se trata de  u n a  
necesidad btisica con externalidades positivas, que 10s paises de  l a  OCDE no 
suelen gravar m6s d e l  5% a1 15%. 

L a  pol i t ica comercial t a m b i h  tiene impactos sociales importantes. Se h a  
observado que muchos de  10s servicios se facturan bimestralmente, lo que hace 
que las facturas Sean relativamente altas e n  comparaci6n con  otros paises donde 
se practica l a  f a c t u r a c i h  mensual. Tampoco existe mucha  experiencia con 
mecanismos de  prepago que pueden flexibil izar 10s cronogramas de  pago, o 
l imitadores de consumo que sirven para controlar e l  gasto. 

En cuanto a l a  pol i t ica de  desconexi6n, existe u n a  g ran  diversidad e n  e l  
p lazo  antes de proceder a l a  desconexih, variedad que e n  l a  pri ictica se reduce 
debido a que algunas empresas e s t h  relajando sus pol i t icas como respuesta a l a  
crisis actual. AI m i s m o  tiempo, 10s intereses recargados por m o r a  que guardan 
relaci6n con l a  TDBN, se encuentran muy elevados e n  este momento. S in  
embargo, t a l  vez e l  punto mAs sensible es e l  elevado costo d e  reconex ih ,  lo que 
di f icul ta que las familias que hayan sido desconectadas puedan recuperar 
f i c i lmente  e l  servicio. 

Como se h a  sefialado a1 principio, este in fo rme consti tuye un pr imer  paso 
de difagn6stico e n  un programa d e  inves t i gac ih  mi is  ampl io  que pretende 
desarrollar propuestas concretas para  u n a  pol i t ica social mAs coherente y 
integral e n  10s sectores de  servicios publicos. En e l  pr6ximo informe, se 
s i m u l a r h  varias alternativas d e  pol i t ica social que logren  canalizar recursos 
hacia 10s estratos mi is  pobres, y aseguren e l  acceso y l a  asequibi l idad de  u n a  
canasta b6sica de  servicios publ icos para 10s estratos mhs  necesitados. 

33 




