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f‘DUHRENT TEENDSVIN tATIN AMERICA
AND THE ARGENTINE PERSFECTIVE

Victor Barcia Larads
- S0CMA AMERICANS . - .
' . Buenas Aives

I"m going to be talking about the changes that are taking
place in Argentina as well as in all =f Latin America soday ——
she
economy, changes which will ‘serve to strengthen our governments
and provide a better gquality =of life for all of us. I hope o
give you an insight into the factors which helped bring about
these rchanges, the support they are raceiving, the prablems which

persist, and the measures that still must be takan so that these
positive changes remain in place. U I want to offer scome usedul
information that will perhaps contribute to your under Tanding of
the vast area which we refer,taﬂas{Latin'Americé, and more spe-
cifically, give you a thumbnail sketch of -what is happening today
in the Republic. of Argentina, where I live and waorl. ’

For -many years now,.latin:-American’leaders have travel ed

- to other parts of the world and spoken about the plans and

expectaticns for the region’s fubture. " When these well-

-intentionedfprojett57and<plans*never~materialized,*murhpartners
and ‘supparters in the United States-and other.
-+ frustrated .and disappointed by our failura o
My intention here today is.toidescribe things -

countries were

maka things worlk.
} ] 7 s , as they -are, ‘not
és;théy>m@gﬁt“be;’té:%elL}yn&fabouﬁ{Qhat is already happening

- in the sphere pf'busihégéﬁéﬁdﬂgrowtﬁ;ofAthe economies in Latin

R

America.
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* PRIVATIZATION, -DERESULATION, AND
| ECONGMIC RECOVERY IN LATIN AMERICA
. - N - ) R o L. .

The process of privatization which is $aking place
throughout Latin America goes far ‘beyond merely transferring
government assets over to the private sector. In truth, the
transfer;is a means to an end, nat an end’in .itself.

Father, privatization represents a’ change in the . ,
expectations of society-at-large.in Latin America, a turning
away from the economic ideologies which ‘dominated cur lives

.- far so many y=ars, suffocating private enterprise, hindering
‘' progress, and inhibiting creativity in all its aspects, ..

including, ‘many times, the free exchange of ideas.
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’f day, prlvatlbatlnn and the transfer Df state assets
to the private sector is well underwav in L1 tin Ameria, as
111u5trated by the Tnlluwlnq facts T

;~ B/ the end mf _Bﬁi ’u7Zinf‘a11‘pr1vat1*atluns vanlnG
place in develocping: countries were in Latin Amerene.
represented iuA o f pr:vatlzatluns wurldwlde.

This

"f"ehlle hae pr:vatlhed elmosf all af: Lts state-run
numpanles, tutaillng appro wlmatelv 500 enterprlses, as
‘well as,¢t= =l al sacur 1ty system.

MeV1co has llquldated or Suld ‘more’ than 800 ’

i gever“ment—“un -umpenles, Lnrluaan’banPs,’steeL mllls,

and mines.

== In my country, ArqEnt'na,‘vakluue companies formerly
owned and cperated by the gavernment have heen or are in the
process of being prlvatl.ed as part of a program that runs
~through the end af 1992. " That process invaolves thr
national television- networks, power plants, =il flelds,
ra11r4ad5, banks, water distribution and sanitation systems,
telephane co ompanies, alrllnes with both domestic and
international flights, petrorhemluel plants, weapons
factories, 1nsurenfe r4mpanLes, and natural gas fields and
pipelines. :All of ‘these’ industries.: were formerly under the
~direction- of - the ‘Argentine government and  were- generally run
‘as mbnopolies. Sao extenslve was the government’s
intervention in the production and regulatlJn of goods and
servmces that it even nwned & spaghettl fagtory'

what maPes the pru-ese f prlvatl_ev on, in: Latln Amereua'

so unLque, and is. beyend ‘a. duubt its mask 1mportant fbe+ur
‘is that it camg aboit™ not berause of the mendaue of an )
enllqhtened polltlral Ieader nr*the wzll f a powerfu* elite
lwho 1mpnsed ‘an economis mndel o =oc1e i ather, it :
represents the’ wlII'Hf'thE peuple wha - Ilve in Latin Amerlna,
pEfple who want - eccnemlr rreedom, trensparent and open
euonomles, and prlvatl atlon and derequlatlon of 1ndustry.

This past February, I attended the world Economis Forum
-in Davos, Switzerland. . Mr. 'Vaclav Havel, President of
Czernos*evabla, dellvered -an excellent speerh there, part of
which I would like to share with you today'bELause I beliave it
vLF *elevant 2 what we are dlscu551ng here today.

s . 5. ;;.-.. PEFPECI _,:n: N © T iee N Ze-

He sald, and I quote-'"Pommunlsm wes not defeated by
mllltary force, it was. defeated by life, by the human spirit, by
conscience, by the resistance of man to manipulation. It was
defeated by.a revolt of color,-authent1c1ty, hlstory‘ln all- Lts'
-variety and ‘human 1nd1v1duallty«agaxnst 1mpr15nnment within a-

23

’ unzform 1deolugy. End of quute.




.1nstalled o repalred had two alterratlves,

‘po-Pets of the rorrupt offlrlal.,'

‘disco vered “that . behind the. facade. of the state—run Company B

- services to a‘network of . rlandestlne subs:rlbers whia could -

v-.,'.x -

Latln Amerlra has 1ts own features and Lertalnly dxffers
from Eastarn Europe in many ways.g "In splte of that, Havel’s
words ring very true. The concept of "manlpulatlon opposad by
life and conscience" that he expresses in connection with |
-ummunlsm is belng EVper i enced tnday in.our, reqlun, not against
ommunism, but against government over—-regu ion of the econaomy,

whlrh has suffocated the free w111 and 1n1tLatLve cf 1nd1v1dua15
as weIl as prlvate enterprlee ur nany years,

There ara ‘many gouxd "easnn= wh/ the Letln Amerl:an
pecsple wanted change. For decades, they were forced to
either resign themselves s auceptlnq the poor gquality of
goods and services offered, or %o become acreeeurles to O -

o w1de=pr=ad bureau-rqtls'-Drruptlnn.,

In Nuvember af 54”9, Arqentlna p*lvatl 2d -i%ts telephone
garvices. Hefore - ‘that, .when these services were provided by
the government, those 1ntereeted in havi nga a telephone line

One was to- qU thrﬁugh a slnw and tedisous pro-edure
at the local office of the state-run company and wait for
months or years tu have,*helr request qranted :

- The cther was to pull some etrans and find a ;
government employee who, for a.sum of money ranging from .
$3, 000 to $10,7000 denendlna on the location, could quickly
taPe care of tne prublem.:' IR o "

Obvinusly, -the: mune/ in the latter. Instance did not end
up in the- LfoEYS’ﬁf”thE telephone rnmpany, but in the

e e

After the teIepnune company was: prlvatleed it was‘;<:b7
there EV1sted a parallel stru-ture that sold telephone

afford to pay well fur them.f-

Df od urse,»t%e 1stuund1ng 1neTf1-1en«y on the part of
the government creatsd the conditions that for ali intents
and purposes guaranteed this 5nrt of corruption. The °
Argentine press. dubbed this prorese,‘ﬁf'whlrh the telephone
company was Jjust one evample ,"‘ epturrany, or bureausratic
Pleptomanxa. . S ) )
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tivated the machinery of corruption which kept

t

‘mare than twenty different governm

ect, 1n- S
» authorization was required “from.
ent affices, and the same kind

of thing was true fdr any of the government agenci

ies which had ~
authorization power of any kind. The process of privatization and

deregulation has-attacked this burdensome bureaucracy, and ‘deac-—

.y .
ARPT 17 YUMRN1ING.
[ d A =

Befqré the new deregulatory rules went into eff
order to export certain products

, Corruption ‘exists from time to bime in all parts of the
world and in all forms of ‘government.  In '
eventually discovered, and its perpetrators are punished.

But what I have just described is a systematic corruption
where authority -habitually oversieps the boundaries of the law

In mosv cases, it is

- and, unchecked, ‘goes unpunished.

One éspétinnf'privatizatian which is often averlooked
when discussing its pros and cons is the role it plays in the
destruction. and dismantling of a corrupt and corrupting

. system. In countries like Mexcio, Chile and Argentina, this has
‘resulted in tws distinct groups of pecple —— those who are

enthusiastis and supportive of changes that are helping put
an and to decadesADf,in—bredAtorruption, and those who have
lost the special privileges that they enjoyed for so ‘long
under the old-system. - ~ ~ - '
Among the critics of privatizaticon are those enmeshed in the
bureaucracy who.have lost the power to make decisions affecting

bl . - .
Cenormous budgets, trade and investment agreements, contract bids,

cheap credit, and government subsidies. - In Argentina, by the
end of 1932 the government will -have relinquished to the

private sectcr“cqntrol“qf aver 23‘b§;11mn dallars. © -

. The,ségcndjgtﬁuE'6f{ﬁﬁﬁaﬁﬁyiBbﬁdnéntéJﬁfvp

P v - et

rivatizatieon

' _are théIbrivilegeditr;entS“bffthEVgncé—thﬁiving’bureautrécy,if”

who for decades have énjoyed a situation where they cduld - -
maintain ' a captive market protected from. external competition

. and take advantage af :cheap credit and goyekn@ént subsidies..

qAnd,fiﬁélly_éhung éhe~ébpdsifidh‘td‘p%ivatization we

find many . labor unions, who cling to cbsolete ideas and are

reluctant %o adapt themselves to the requirements for :
productivity in a competitive internaticnal marketplace. They
have been powerful under the state-run system, and they are
unwilling to cooperate in ventures in which they will lose
their special privileges. - o o
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FACTORS THAT LED TO CHANGE
7 UINCLATIN AMERICA

Why did it all begin to change in the 1980fs%
many factors which contributed to the awakening, if.
in Latin America, bath within the region itself,

parts of the world. .o ¢ .. o ~

There are
you will,
and in other
In Latin America, the static and over—reguliated system
worked against the interests of nearly every sector of the
" Population.  Blue collar workers as well as the middle zlass
found -themselves increasingly disenfranchised e&onomically,
cand those entrepreneurs who were operati

~ 4 rating businesses were -
thwarted and “frustrated by the lack of opportunity i

DR -4

- compete in world markets. i

This frustraticn was basic to the change in attitude in
public opinicn.  But thgfejwere many concurring factors on
the internatiocnal scene as well. . - - .

-~ First, the ' warldwide trend towards a globalization
of the economy made it painfully clear to Latin Americans that
it was impossible to mainﬁéinﬁclcsed economies, dnd that the
time had come to establish economic.policies and .practices
that were compatible with those of the more developed
nations. - .. R PR

. . T s

<

— Sécond,'théiéstbhishiﬁgTégbansion of communications
technology throughout ‘the regicon broke through the barriers
that;had-been.builtato'protettAthe clnséd,.static*system.
Rather ‘suddenly,. Létih?émericahg;yerevexposedftn}hew ideas,

alternatives, and: expectations: -

== o Third; theé orisis and’eventual.collapse of - - S
Soviet Socialism in.Russii and 'Eastern Eurcpe served to- ‘
ilIustrate,the~faiiu?§;bf{sﬁatic,fﬁqt—da@ed economic models
in today*s world.: [ 27 Sorpigsiesiey e o o RS

N T o

;ﬂ——*’Ahd'finally;‘itxﬁégémé impossible tao fund the
government éxpehditurésjpﬁi&hﬁwere‘déad—set on maintaining
the status quo in closed, iover-regulated . economies in which
inflation gndfhyperinf;aﬁign?ranﬁrampant: ‘

. It was this convergence . of needs and opportunities that

. 'gave the Latin American‘pgﬁvgtiiétimn.prbcésé~§§s“mpst unigue
. . feature -— the demand  for.change on the part.ofi:the .pecple
", whose lives were béing affected by the dismal- economic’™ -
- failures and lack of growth; and their willingness to-find
politicians ‘who were determined to bring about” that change.

- - - ‘; . “l» . . -
- = o~ b . N
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For the 'first time in history, today practically every . .
country in Latin America has a government which is - RN
determined %o expand its free enterprise system and modernize -
its economy. And even in places where the government still.
attempts to hang onto autmeoded regulations and statutes which
stifle economic freedom, there is no doubt that the people aof’
these countries want change to take place. .And evantually, the
will of the people, I believe, will prevail. - -

THE RISKS AND BENEFITS OF THE NEW ECONOMIC MODEL -

LBut the transformation underway has not been 2asy, nor
is the task which lies ahead of us & simple one. There are
risks, as well as opportunities, which are generated by the
changes taking place. The search for competitive markets has

Jded some Latin American countries to adopt open import

policies that represent a- 180-degree turn away from the
protecticnist policies which werg sustained by import
substitution. But in spite of the great costs generated by .

such a radical shift'in‘poijcyyrmcét countries in Latin

America support free trade as a way to guarantee their growth
and prosperity, provided the United States, Eurcpe and Japan
share this conviction and move in the.same direction.

This conviction should result from the fact that the entire
Latin American region has a-potential consumption zapacity which
is greater than that of any other region or group of countries

outside ﬁfA#he‘ipdustriaﬁizedjdngs..
B ,"THEFéfa%é,é%fbf%sjﬁhﬁérbéi{dﬁiﬁﬁfsdﬁpb}f cooperation ‘and
integration among nations- in ‘the region, as well as with.

their pverseas neighbors to the north.  MERCOSUR, the

- Southern Cone Market) is an example of this type of

integration. '-Its members include -Argentina, Brazil, Paraguay,’
and Uruguay, and its goal is to eliminate all trade barriers
among each other in an effort to stimulate commerce - and
gcuonomic cooperation in the regicn. . It represents a :
market of 200 million people and about 600 bBillion dollars
annually, similar in size to that of the former Soviet

Union., MERCOSUR is already .showing signs of success, with

an annual increase of 25% in,tfade,amohg‘thémSelves.‘; '

- - - : - EE N - e B - .
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" supported privatization ‘and is’enfhusiast
hemispheric economic integration. - - ) :

P . . . - -

enge of - .-
3 havmony, and oo
at exist among the faur -

;. “Even though MERCOSUR still faces the chall
bringing diverse naticnal politics int '
eliminating some of the differences th
countries, it has already become a vehicle for arowth and the
exchange of ideas, as well as a place where important ’
prospective Joint ventures among the four countries can be
explored. And according to the World Bank, per capita income
in the Southern Cone region will increase significantly.
during the t930’s. . . - - < . SR

ﬁ‘HAﬁd there are other reasons to feel hopeful about the
future. Unlike Eastern Eurcpe, which must now undarge &
complete adjustment in its administrative and legal
structures in order to adapt them to ' a free market eoonomy, .
Latin ‘America has long been ' participating in trade agraements
with those whao adhere to such policies. Moreover, it offers
to its sverseas trade and investment partners a corps of |
expefignced, qualified -and compebtitive business entreaprensurs.

~ I 'work for SOCMA, a large company located in Argentina

which is sne among many ‘companies in Latin America that has
iz about regional and

-.Our -sphere of influence in -Argentina is -diverse, and we

' have ‘international business associates as well, that include

General Motors, Bell, Motorola, Fiat,  Peugeot, and Waste
Management,“Internationalm,,Dtherﬁlahga-enkerhﬁises in
‘Argentina -have assets and activities that zan be compared

to ours, with internatimonal partners from around the world.
In-addition, many multinaticnal corpovrations have established
themselves in-Argentina.. In the wil industry, for example,
where Exxcn, Shell,yMpbilfDil}iAgip;*Amdao,ﬂ{ekécq,"thevron‘
Vandeb?al.aILumperayﬁ,A“Th ‘existence .of these ‘competitive:

' and streamlined Business enterprises has helped create the

[

T .atmosphere necessary ‘for privatization.to succeed. -

'\ e In Addition . to my~respﬁﬁsiﬁi{iﬁieéjéE~SDDMA, I'ém‘Coafainéécr

-
ied

‘éf'the'Calumbus Ekayp,-a'non?ﬁfdfit:orgnization af business
leaders from throughout Latin America wha first got together - in

198€; and whose aimsAarE'tn‘prcmote'industriélizatian, growth, -
and Crade in the regiom, to pértiqipate in the privatization
process, and to attract and support multinaticnal enterprises
in the region. - S ) T - )

. With these’goals in mind, the Group has met . frequently with

. ‘top .government .officials from.the region,.including presidents,
- foreign - ministers,, and treasury secretaries.: -It_has sponsored

international’ seminars and debates with the purpose of paving the
way for the positive changes that are taking-place. . And, -as of

the beginning of this year, the Columbus Group created.the Santa
Maria Merchant Bank, a private venture that will'.suppert the . - -
recaent. tvends by focusing on business oppoFtinities in'the re~ =~ 7
gion. With privileged access to decision—makers in every country

. - t,
e - ° - : : ;‘\;-"
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Cin our xuntr’es. L -7f»"f“?‘

venturas.,

fo ud per9551ng ~ndustr*esn

a powersul ;antander .nr pribaﬁe Lmvesunenc capital. -

n Latin Amerlra, “He Santa Maria Mer:hdn% Bank can rnvi

.

Tinancial advice, investment” "aplral and access =0 the
which await - ‘development in Latin Amerlra, as well as o
businessmen and women there who ara seeking partners in

1y b

5

CINVESTMENT -IN THE FUTURE . -

W s

Ty pmem e R A T ,._,.,.l:..;; Lam o
investmene In Latin Americas TN A

. broad is crusial o

its development and growth. Latin America nzeds averseas
zapital, and is expecting an increase in its flow cue to She )
fact that there no longer exists a distinction between -
the rulps that govern dnm stiz’ and forcign capital *r'este ,

The possibilities for prnfluabLe investment in the
region are vast, and range from oil®. axplaration twAhamburaers.
In fact, in 1391 MacDonald’s made & qreater margin .of prosfit in
Latin Amerlra than it did in the United States; according to the
[ Jrig
profits in Latin America at 183 Wl;llHP, as up ossd b 14 miI-
lion in uhc United States., : h

International Herald Tribune, which recently guocted MacDonald’s

As for %
thanks to the deregu
been put into pract

=)

1 industry,’f point %o the case in-Avrgentina:s
tlatiocn and. privatization processas that have
tice by the Menem\adm*“*sv“mgﬁjn,' nere now

nt opp urtunl y for. hlqh—yleld wnvcstments.

axists an sxcell

And the list of other pu551ole business: ventures is as

large as the need for.- 1nvmstment ‘partners T%ey inzlude tha pulp
and paper *ndust'1=s 1n Brah- 7 and mln"n 1ruuqhuut the regicn,
an, lndustry ‘in- whl-h Some, ﬁutstandlng“uopﬁ*vdﬁrzi : xlst. In—-

vestments:in co onstruction’ and’ *he housing Iindustry nrfer gr reat
pozblbxlltles,‘as di -the" mnerQ/; fisﬁlnq anu aqri ulbdre, -and

N 'S . [ . N R - NI
v P
b
3 s

The’ da-Ibne in- pr fqubllTﬁy uf lnvestments in the‘

United States and Western Europe, and the risks th 1at are
involved in investing in- Eastern Eurcpe, make Latin Amerisa

.

\* )
Capital markets affer.a,way T attract invastment to the

region. They have expanded due $o the zngreaSan monetary

stability that is part - of the wverall chamge in Lavlﬂ

American economic pulluy. Thus, - lﬂLal businesses now have an
oppnrtunlty to increase the scope of their 1nvestments, S
something they couldn’t do before, due to a lack nf domestp
zapital and high domesitic interest rates, or %o ‘the la'P of

acsass oo *nternatluna; rredlt from the rxsh—;ountrles 1anlved.




‘ In 1590, whlle BUA uf the flnanxla; requlrements of
prlvate sector worldwide were .Sbtained through zapital mar
in'my country, Argentina, banks sti 11 monopolized 987 of al* .
1ured t requested by ‘business encerprises. This situation, forbu— -
nately, is rapidly changing. - In 1387, government bonds made up
“B0% of all traded 5apers. Ey'1391 .private shares

rapresented . .
B0% of the volume traded u“4bhe ATgcﬂulﬂE bunri exchanga. ’

, Jap1+a7 mar k iets have beer qruwinq at almcst;bréék—netk
‘prEd for the past several years in zounk ‘ics Ii:e"ﬁ' le,
Merico, and Argentina. The :onak'a c”anqe in Buenms Alres
quintupled its operaticsns between 138 and 193i. During that
same period, the volume traded on Chile’s stocl  exchange
,ln:reased from 7.8 to.27 billion dollars s, and 1n uerzca -thea -
xlnrrease was frum 121 to 18* b*l"*ﬂ do = .

11
L L) e de S e

At flfSu, this stouzk a*““ange bwzm lEd i) quka and easy
profits.  Now that has givan way to more mature markets ihat
:foer reasonable profits which are still high compared bo
tho in the United States. - And the good news for
bu51nessmen is that the pruflts are being made bv the pr*vate,
~and not the public se:tur. S

‘In Fhil or example, managers in charge uf pension
funds are now dlre'tlnq significant -savings into private
investment. . In Argentina, the publie offering of stock in
the recently pri ivatized telephone company was greeted with
enthusiasm that no one uuuld have. predluted, With -nearly SN
half a mllllon investors’ rlearly demnnstratlng th91r upport
for the new economic model. - -

In spite of all of tne ‘positive factors regarding the .
Cfuture of Latin America. .and i¥s potential, there ar e many -
. pYro DIEMb WhthHEAISt fnr earh and\avch-‘:unt,y nnd i -the -7 -

regisn as, a whaolae, rnrlhdlng Argentlna.« I will® sruss thet
problems*of ‘Argentina. shortly “in 'my prasentatlﬁn, as )
representat*ve examples of the 51tuat10n whlrh exists
”thruuqhout Latln America. - -

L
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APhENTINA — & CLOSER LOOK AT DNE COUNTRY
| UNDERGOING CHANGE Coe

-

- L& o - .
I have brought some charts wlth me whlch éummarize Some
basic information about Argentina wh iich will, AI thi

ink, point
uut some of lts sper'al features., ‘ ’

Argen ina is.a.vast :muntry.l'ltﬁchvefs'an‘é raa of abuut
1,073,000 :quarc miles, aboub cne-third the sizra of the .
Unit=d States. -Unl ike obther counirvies in the e regisn, i% is

not chiefly a rural socisty, but an urban cne. Almost 857 of
its people . llve ‘n towns or cities, :and roughly a third of o
its- populat1un ives in cr;ar;und vhe capital city of Buenos
Aires.. . T a0 T ST R ’ ‘

The urban nature nf Argentzna'— pupulatlnn prrv1de5 it
with an e perlenred and skilled labar pool, and many highly
trained professiconals in every field. Many Argentine -
universities enjoy excellent reputations, and the provide
higher education %o more than a millicon students
There ares five natiocnal television netwurms, and
1200 cable TV stations that reauh mos

-across the :ountry.

‘2ach year.
mora2 than
P*“les and tuwns

While it has many co ompetitive advantaqes whean Cﬁmpared-
to other Latin American zountries, Arq=nt1nq.15 nat without
its problems.. In 1389 it found itself embroilad in chaos,
with monthly interest rates of 240%. This rampant .
hyperinflation signalled in a dramatic way the Iimi o3
the old mo del and the need fur a new une.. . -

'»»‘, R

JdayqlnfLathn hasrbeen“*edufed to a- munthly*“ate DI
’fJf about l.u/, rlose to that~of the—mnre developed countries.
This dramatic dEfI;nE ‘in‘the rate af inflation brought with it a-
" decrease in. 1nterest rates, -thea festnratxnn of credit, a
re;uvenatlonf nu*he ‘part ‘of. tha prlvate ”EF*UY, and t he,~ﬁjf’f‘
creation of half a 'million jobs. It was all made possible’
by the esoabklshment ‘of governmental rernvms, economic freedom,
the opening . of trade, shrinkage of the fiscal deficzit, and.a

- s s

Fivm pulzcy-a. deraqu;atlnn and pr vatl*at;unm. ’
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At the'carelaf this change is the tunvert Dlthy Law, which
. was put into;effecﬁ.in April of 1991 IE made drgentine cwrrency
fully canvertible at a fixked rate of one pesw tix the doilar and:
mandated. that the- monetary'base must be 100% backed by gold

and foreign currency.reserves. The: aut a15u banned . indexation
of wages and other Lontrauts. .
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= have had a two—fdld’
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wlthln thls Framewan ‘brivati”a%ions

Flrst, public expendisures wers reduced, and this

'provided the'Treasury.withifunds~that could be used ta :
.Lnan- 2" the transition befwesn tha . old and the new economic

;had collected *S’bllllun dollars
" the private smutur, pqrt 1n
‘swaps. '

C Eo day suppnrted 100% b/ resarve

.,

‘,-umpared tu mther Lat"n Amerlxan :Duntrles.

,fore*gn debt s;tuatlun. It has obtained a

“to fu1f111 the social expert“tmcns that ar*se in a

cdels. As of March of this yea., tha Argentine governmenk .-
rom the sale of assets to .

zash and pars in debt—for—equity”
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Since 1385 *he rnunt*v’ﬁ "n~d ard fio

foraign curvency
reserves have risen from 30 millicn €o more than S billiqnf
dollars.  Its muney'supply, 'S d=va5udted by 1nf1a ion, Is: &7

S2SErvacs. . _ -

aGFJﬁd’y, Arqentlna has enegnt;ated ‘its JurdcnSume

’ a larger facility @
redit from the IMF, and has reached agreements with fo re1qn»ﬂ
bankq within the framework of the Bradf Plan; %o which it -has’
recantly been admltted. - Tl
These achie vemenﬁs, “however, as imporfant as they ars ara,
do not mean that all of Argentina’s praoblems have been solved.

There ara: stlll sactors of thg etonomy waiting to be .- .- -7

deregulated or prlvatx*ed. “There are still many sozial

~

problams, specifically in the areas of education, health BRI
,care and so :igI -wel fare.. The Argentine provinces, which e
. are autonomous under the Lunstltutlon, have only recently ad just-

ed their own economies to keep pace with naticnal trends, and

“they are-continuwally p*9551nq the central government for mrney.
'And while the collection of taxes has increased, thera is - ¢

111 wldespread ta/ evasxun{1\~»l

‘ »
.
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L And then there ‘are “the Iabor‘unbuns. Fven thJugh they nulf
longer anjoy‘the power - they had two decades ago, . they are

. pBilL spposed T government practices such as 1ndependent salary

and wage negotiatisns- Wwithin ‘'separate nrqanlhatluns, and they

‘make their.: ppns1t1 “ﬂnwn.;n Labor and DrﬁdUCulun.'DSuS.ln

Argentlﬂa are high, and’ ‘indeed, the cost of LlVlng 15 hlghr ;f

Tne llst of prublems gues r.' Nut all rampaﬁles Ln the -

private sector have adnp*nd the new way of *hlnkl"q that the
‘transformation requires,. nar'have ‘they acs ad the :1allenqe

Traa marAEw
economy.. Many of Argentina’s polltlLlanS sEIll- rllng tn,},*xi“

outdated attitudes. . The. country’s judicial system resxsts ‘fi
osrganizational streamlining, and acks with infuriating -

‘slowness. - And, last but not least in this list. of prnblems,
Nxs rurrupulun, whmgh has nuL fuIIy been dlsmantled.
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‘whiczhh T have just desr-vibed. however, the parse of

Argentina is accelerating, armd it continues o re

support from Argentine:citizens.

- growth rate of 6.5%, and almeost three

,  industrial sector, Argentinz is quite =

market, offerirg a uniqnw ppurfunity
interested in investing ‘there. ’

times that
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d \ ARGENTINA GENERAL FIGURES
\ -
Surface: 2,766,900 km® (1,077,919 S¢?)
POPULATION
Total: 32,565,000
. Buenos Aires Capital: 3,000,000
‘V: Greater Buenos Aires: 11,800,000
Radius 600 km.: 23,000,000
Urban population: 84 %
DEMOGRAPHIC INDICATORS
Annual rate of population growth (1983-88) 15 %
Density (1987) 11.6 per sq. km.
Birth rate 23.6 per 1,000
Death rate 8.9 per 1,000
Infant mortality 34.4 per 1,C00 live births
SOCIAL INDICATORS
Population per physician 500
Population per hospital bed 200
Access to electricity 87.0 % of population
7 @

ARGENTINA’S PROVINCES AND CAPITALS (POPULATION IN THOUSANDS)

1 [JUTUY - San Salvador de Jujuy 4100 ~ 13| ENTRE RIOS - Paran %083
2 [SALTA - Salta 6629 14| SAN JUAN - $an Juan 1460
3 |FORMOSA - Formosa 2959 15{ MENDOZA - Mendoza 1,196.2
4 |CHACO - Resistencia 7014 16| SAN LUIS - San Luis 2144
5 IMISIONES - Posadas 589.0 17| BUENOS AIRES - La Plata 10,8654
6 |CORRIENTES - Corrientes 661.5 * | BUENOS AIRES - Capital Federal 2922.8
7 |TUCUMAN - San Miguel de Tucumin 9727 18| LA PAMPA - Sta. Ros2 2083
8 |CATAMARCA -S.F.del V. de Catamarca 2077 19| NEUQUEN - Neuquén 439
9 ISANTIAGO DEL ESTERO - Santiago del Estero | 5949 20| RIO NEGRO - Viedma 3834
10 [SANTA FE - Santa Fe 2,465.5 21| CHUBUT - Rawson 263.1
11|LARIOJA - La Rioja 1642 22| SANTA CRUZ - Rio Gallegos 114.9
12| CORDOBA - Cérdoba 24078 23) T.del FUEGO - Ushuaia 74
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ARGENTINA - AGRICULTURAL FIGURES

GEOGRAPHICAL REGIONS
1 NOROESTE
2 CHAQUENA
3 MESOPOTAMICA
4 SIERRAS PAMPEANAS
5 CUYO
6 PAMPEANA
7 PAMPA OCCIDENTAL
8 PATAGONIA E ISLAS
MALVINAS
CATTLE SHEEP PIGS
LIVESTOCK
(in million of heads) 49 29 . 3.95
OODLANDS AND
v 156,414,300 acres
NATURAL FOREST
AGRICULTURAL WHEAT CORN SOY BEANS
PRODUCTION
9.2 7.6 2.8
(in millions of tons)




COMMUNICATIONS
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MAIN TELECOMMUNICATIONS
...... NETWORK

mmmm [N SERVICE

! < - —-—- UNDERWAY

2 D S— PROJECTED

. f 0O o SATELLITE GROUND
STATION

Telephones: 3,000,000

T.V. Sets: 10,100,000
Radio Recetvers: 9,600,000

Newspapers: 321
T.V. Cable Companies: 1,200




ROADS - A Comparison Among Argentina, Australia and Canada

ROADS (km)
AREA (km?) | VEHICLES
(* PAVED)
212,000
A ARGENTINA | 2,791,810 6,000,000 ]
. %67,000
[

*243,750

884,272

CANADA 9,975,000 11,500,000 .
*250,000

s
' 837,000
f AUSTRALIA | 7,686,000 6,842,000 }
;i
o\
N




RAILWAYS, PORTS AND AIRPORTS

mmmmms R ATLWAYS
® AIRPORTS
® PORTS
COUNTRY AREA (km?) RAILWAYS (k)
ARGENTINA 2,791,810 34,100
AUSTRALIA 7,686,000 40,478
CANADA 9,975,000 ' 80,095




MAIN POWER STATIONS
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4 ELECTRICAL
S CAPACITY

12,220 megawats

40.8 billion Kw/hour

49.2 billion Kw/hour

\9 ELECTRICAL
PRODUCTION
TOTAL
ELECTRICAL
POWER

&'.




REFINERIES, PIPELINES AND PRODUCT LINES

® REFINERIES
Capacity: 35 million ton.

mmm DIPELINES (2,062 km)
=== PRODUCT LINES (3,035 km)

ANNUAL PRODUCTION (in ')
CRUDE OIL 28,000,000

° GASOLINE 6,500,000
DIESEL OIL 600,000
FUEL OIL * 4,700,000
GAS OIL 9,000,000
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'GAS LINE COMPRESSION PLANTS

mmm GAS LINE (10,152 km.)

® COMPRESSION PLANTS

m = PLANNED GAS LINE

ANNUAL GAS
PRODUCTION: 24 trillion m’




INVESTMENT IN THE HYDROCARBON SECTOR
IN ARGENTINA

MULTINATIONAL CORPORATIONS

AGIP

AMOCO ANDINA PRODUCTION
ANDERMAS SMITH

APCO

ARGENTINA HUNT OIL
AUSPETROL

AUSTRALIAN OIL

BHP PETROLEUM

BLIGH OIL AND MINERALS
CHEVRON INTERNATIONAL
DEMINEX

ESSO

EUROCAN VENTURES

GLOBAL NATURAL RESOURCES
MARATHON PETROLEUM
MOBIL OIL

NEIN-NORGEN EXPLORER
NORGEN INTERNATIONAL

(Source: YPF, September, 1991)

NETHERFIELD

NOMECO

OCCIDENTAL EXPLORATIONS
OCCIDENTAL DEVELOPMENT
PECTEN

PETROBRAS

PHILIPS PETROLEUM

REPSOL

SANTA FE ENERGY

SANTA FE SOUTHERN PACIFIC
SHELL

SUPETROL

SUN OIL

TEXACO

TOTAL AUSTRAL

TREND

UNION PACIFIC INTERNATIONAL




SEDIMENTARY BASINS IN MAJOR CITIES

TARTAGAL o
HIY
$:5. de JUTUY X EQ FORMOSA
\
SALTA JERN RESISTENCIA
TUCUMAN ) L SANTA FE
SGO. del ESTERO A\ [2 PARANA
4 (_/3‘
|
MENDOZA \ - = ROSARIO
RIO CUARTO Jl6 I\essL” BUENOS AIRES
MALARGUE ~ NI
NS By S MAR DEL PLATA
~ \J ) <
NEUQUEN 1 b g BAHIA BLANCA
N/ -
2
Vap
Pto. MADRYN
COMODORO RIVADAVIA
CALETA OLIVIA
PUNTA QUILLA
RIO GALLEGOS
RIO GRANDE
SEDIMENTARY BASINS
1 | NOROESTE 11 [ NEUQUINA
2 [CHACO PARANAENSE 12| DEL COLORADO
3 [LASSALINAS 13| NIRIHAU
4 | ISCHIGUALASTO 14 | PENINSULA VALDES
5 |SAN LUIS 15| GOLFO SAN JORGE
6 {CUYANA 16 | AUSTRAL
7 |MERCEDES 17 | MARINA AUSTRAL
8 |LEVALLE 18 | RAWSON
9 |MACACHIN 19|SAN JULIAN
10| DEL SALADO




PRIVATIZATIONS

1990/ 1991
Company Cash Cancellation of Employees Transferred
receipts Foreign Debt
(in millions of dollars) (in billions of dollars)
Entel 594 5.03 Telefénica-Telecom 45,000
Aerolineas 260 2.01 Iberiaetal 10,000
Main Oil Areas 601 -—- Arg. and Foreign Comp. 3,000
Other Oil Areas 398 - Arg. and Foreign Comp. -
Railroad Lines 155 --- Techint-Towa 1,500
(Rosario - Bahia Blanca)
Radio and TV 16 - Arg. Companies 1,380
TOTALS 2,024 7.04 61,380
1992
(In millions of dollars)
YPF (Hydrocarbons) 1,030
Austral Basin 341
Noroeste Basin 200
Campo Duran 250
Others 239
GAS DEL ESTADO (Gas Company) 900
Transportation 600
Distribution 300
SEGBA (Electrical Company) 294
Puerto Nuevo 94
Costanera 100
Others , 100
AGUA Y ENERGIA (Electrical Company) 300
Power Stations 300
HIDRONOR (Electrical Company) 400
Generation 400
ELMA (Shipping Company) 160
Sea Transportation Co. 150
Private Hospital 10
ENTEL (Thelephones) 893
Telecom Shares 893
TOTAL 3,977

(Source: CARTA ECONOMICA)
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ARGENTINE PUBLIC OPINION

SUPPORT FOR PRIVATIZATION

100
80
60
40
20
L3 1 ¥ 1 .t ‘ & ¢ ¥ 0 ' ¥ {1 ¥ 3 3 f ¥ t )%
May May Aug  Oct Nov Aug Jul May
85 86 87 88 89 90 91 92

The number of Argentines in support of privatization has grown from May
1985 to the present. Although there have been downturns,
the tendency is firm and constant, and has risen from
55% six years ago to 78% at the present time.

(Source: SOCMERC)




CAPITAL FLOW INTO LATIN AMERICA

(in millons of dollars)
COUNTRY 1989 1990 1991
ARGENTINA 1,400.5 5215 510.0
BRASIL 150.0 406.3 11,626.0
CHILE 1,149.9 20454 1669.0
MEXICO 702.3 8395.2 16,072.8
VENEZUELA 1,020.2 1842.6 4,797.0
OTHERS 577.2 175.0 829.0
TOTAL 5,000.4 13,386.0 40,093,8
Increase year/year 167.7% 199.5%

Source: Salomon Brothers

1991 LATIN AMERICAN STOCK EXCHANGES

COUNTRY Average Daily Transaction
(in millons of dollars)
ARGENTINA 40
BRASIL 120
MEXICO 101
CHILE 40
PERU 6
URUGUAY 1.5

VENEZUELA 10

Source: El Cronistz Comercial
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INFLATION RATE
1987 - MARCH 1992

CPI, Monthly % of annual moving average

30
HYPER
25
“Austral”
20 Plan
15
J “Caallo”
h Plan
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“Herman III”
10 j Plan
5 \
0
1987 1988 1989 199 1991 1992

Source: CARTECO

INDUSTRIAL PRODUCTION (1970=100)

General Index
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110

100
\
90

E90
Source: CARTECO
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GROSS DOMESTI(; PRODUCT
on

($ billi
1987 | 1988 | 1989 | 1990 |*1991|%**1992
793 | 86.9 65.8 | 102.6 | 128 | 152

* Estimated

** According to guidelines of agreement with IMF
Source: CITIBANK

FISCAL PERFORMANCE PROJECTION
Consolidated public sector
(in billion of pesos=dollars)

Surplus with |
.., privatizations

e
-
-
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.
.

.........

3 /'<S;—rat-x_s without

7

07991 1992 1993 199
Source: Ministry of Economy
INTERNATIONAL RESERVES
Annual Average
8000 Millions of dollars 7,630
//
6000 ) 7
/
4000 ] /
2000 Average |
First Quarter ]
0
87 88 89 90 91 92
Source: BCRA
DOMESTIC AUTOMOBILE MANUFACTURE
250 Thousands
200
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Source: SOCMA
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