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I. CAS Data 

Country: ARGENTINA 
~ ~ ~~ 

CAS Year: FY06 I CAS Period: FY2006 - FY2008 

2. Executive Summarv 
~ ~~ ~ ~ ~ ~~ ~ ~ ~ ~ ~ ~ ~~ 

I. 
for continued growth in the short term. Sustainability of long-term growth, however, depended on 
structural reforms to consolidate fiscal adjustment and improve the investment climate. The overall 
objective of the CAS was to “to build an investment partnership to support Government efforts to 
transition from crisis recovery to sustained, private sector-ied growth with improved equity and reduced 
structural poverty.” The CAS retained the three pillars of the 2004 CAS-sustained growth with equity, 
social inclusion and improved governance. 
ii. 
seeking engagement across the full range of development challenges, mainly through AAA. The CAS 
emphasized portfolio management and fiduciary issues, including a detailed Fiduciary Action Plan. The 
Bank’s planned lending program was US$3.3 billion for the three-year period to mid-FYO9 (December 
2008) through investment lending only. Based on expected improvements in disbursement rates, it 
projected a reduction in exposure from US$6.9 billion to US$5.9 billion. Actual commitments were 
somewhat lower at US$2.6 billion (a large project to be considered by the Board in June would increase 
the total to US$3.4 billion). Together with lower-than-planned disbursements, the actual reduction in 
exposure was US$5.1 billion. AAA activities fell short of the ambitious plans. 
iii. 
reducing the percentage of problem projects and projects at risk (among the triggers for the base case) 
were not achieved during the CAS period (although they improved in early 2009). The CAS targets for 
increased audit compliance in Bank-supported projects were met, with delays, in 2008. 
iv. The outcome of World Bank assistance varied across objectives and pillars. GDP growth and 
poverty reduction were higher than projected in 2006 and 2007, but (in the context of the global crisis) 
growth decelerated in 2008 and is expected to stagnate or decline in 2009. Structural reforms failed to 
materialize, and prospects for sustainable fiscal adjustment and improved investment climate are poor. 
Achievements under Pillar 1 (sustained growth with equity) were mixed to poor. In infrastructure, the 
transport and water sector components achieved about half of the milestones. In rural development 
(especially rural poverty) and environment achievements were lower. The outcome of the Banks 
assistance for the pillar is rated moderately unsatisfactory. The objectives and milestones for Pillar 2 
(Social Inclusion) were well designed, realistic and achieved their objectives. However, some Bank 
activities were dropped. The outcome of the Bank’s assistance for this pillar is rated satisfactory. On Pillar 
3 (Improved governance) there was moderate progress on country outcomes. The milestones listed 
under the CAS Results Matrix were partly achieved. The outcome for this pillar is rated moderately 
satisfactory. IEG rates the overall outcome of the Banks program as moderately satisfactory and the 
Banks performance as moderately satisfactory. 
V. 
investment lending program strained the Government‘s project implementation capacity, that the Bank 
should work with the government to reduce the lag between loan approval and loan signing, and that 
progress on the fiduciary front should be continued and deepened. Additional lessons are that: (i) the 
CAS Results Framework needs to be monitored and revised as needed when country conditions change; 
and (ii) the Banks lending program could be more actively counter-cyclical. 

The 2006 CAS followed three years of strong growth after the 2001-2002 crises, with prospects 

The CAS recognized the small size of the Bank program and need for selectivity in lending, while 

The quality of the current Argentina portfolio is still a cause for concern. The objectives of 

This review concurs with three of the lessons of the CASCR, namely that the shift to an all- 
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3. CASCR Summary 

Overview of CAS Relevance: 

1. 
percent per year, which had lifted GDP to the pre-crisis peak. The prospects for continued growth were 
good in the short term, mainly because of favorable terms of trade. The pattern of economic recovery 
had been pro-poor (the incomes of the poor had been growing faster than that of the population as a 
whole), unemployment had been reduced, and poverty had declined to about 34 percent by the end of 
2005, after reaching a peak of 55 percent in 2003. The CASCR notes that the economic policy 
guidelines of the government were predicated on the view that, after the three years of strong 
performance, growth should no longer be viewed as a temporary rebound from a crisis situation but as 
“the start of a new era of sustained growth for Argentina”. 

Context. The 2006 CAS was prepared following three years of strong growth, averaging 9 

2. 
by the improved policy environment following the crisis, but also by favorable terms of trade, and ample 
excess capacity at the beginning of the recovery. Long-term growth sustainability required structural 
reforms to consolidate fiscal adjustment and improve the investment climate (including for private 
investment in infrastructure). Similarly, poverty reduction was looked impressive when compared with the 
pre-crisis levels, but much less so when assessed against the 20 percent poverty level of the mid-1990s 
and, even more, the 5 percent poverty level of 1980. Also, by end-2005 inflation had already accelerated to 
above 10 percent. The CASCR notes that it was clearly acknowledged that an effective transition from 
crisis recovery to sustained (and sustainable) growth would depend on the government‘s “diligent 
implementation of structural and policy reforms” (CASCR, para. 3). 

Longer term trends, however, remained more worrisome. The rapid GDP growth was partly fueled 

3. CAS Design and objectives. The 2006 CAS sought to “build an investment partnership supportive 
of Government efforts to move Argentina forward from crisis recovery to sustained private sector growth 
with equity and with a reduction in poverty which had become increasingly structural.” The CAS stressed 
continuity with the Government‘s long-term strategic goals and with the previous (2004) CAS, and was 
structured along the same three pillars of (i) sustained growth with equity, (ii) social inclusion, and (iii) 
improved governance. To help anchor each proposed activity to the selected focus areas, the CAS 
introduced several core principles: ensure that the Bank support was performance-based (with triggers on 
portfolio performance and fiduciary management), focus on poverty alleviation, and be selective in lending, 
recognizing the small size of the Bank program relative to the country’s economy (while continuing to seek 
engagement with the Government across the full range of development challenges, mainly through a large 
AAA program). The CAS design was appropriate and relevant at the time, and was supported by wide- 
ranging consultations. 

4. Bank Group program. The CAS proposed a base-case lending program of US$3.3 billion for the 
three-year period through December 2008 (CAS Table 5), all of it in investment projects. The four main 
areas identified for lending were:(i) infrastructure, including transportation, water supply and sanitation 
and urban flood and drainage; (ii) health, including maternal and child health but also support for broader 
sector reforms; (iii) income transfer programs with support for the emergency Heads of Household 
(known as Jefes y Jefas) and its transition to more sustainable safety nets; and (iv) public sector 
strengthening, particularly institutional strengthening at federal and provincial levels. The two triggers for 
the base case were maintenance of a satisfactory macroeconomic framework and satisfactory portfolio 
implementation in line with the indicators in the CAS Matrix (including fiduciary management). The , 

portfolio management trigger was not met (see also below, under CAS implementation). The CASCR 
does not discuss the triggers or the links between the portfolio indicators and the CAS base case. 

5. 
poverty, old age welfare, youth at risk and social protection on the social side, work on transport sector 
competitiveness, environmental analysis, rural strategy and infrastructure finance on the infrastructure 

An extensive program of AAA covered a similar but broader ground, with planned studies on 
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area, and a large number of activities in public sector management both at federal and provincial level. 
The latter areas included activities to support the fiduciary action plan also introduced in the CAS, with 
CFAAs and CPARs at federal and provincial levels and a ROSC. These were all highly relevant activities 
but, as noted later, several of them were dropped. 

6. 
toward the CAS objectives with respect to the overall program and results indicators. The results 
framework was also to be updated in the CAS Progress Report and, based on this evaluation, “the 
Progress report would propose adjustments to the program as appropriate” (CAS para. 66). The Progress 
Report was not prepared. The CASCR does not mention the proposed Progress Report or the reasons 
why it did not take place. 

The CAS proposed a CAS Progress Report to be prepared by end-FY07 to evaluate progress 

Overview of CAS Implementation: 

7. 
operations (17 new projects and two additional financing loans). In addition, a large project (US840 
million) to be considered by the Board in June would raise the total to US$3.4 billion. Thus, the CASCR 
states that “the Bank is on track to deliver a lending program of US$3.4 billion by end-FYO9.” In fact, 
lending in FY07 was considerably higher than planned, (at US$1.7 billion), before dropping to US$100 
million in FY08 (with two projects only), partly due to the exhaustion of the pipeline ahead of the political 
election cycle, and the greater difficulties in project preparation during this period. In the first half of FYO9 
lending was US$550 million. The composition of the lending program was quite close to the plan. The 
major differences were in FY07, when several of the projects planned for FY08 were advanced while other 
FY08 projects were postponed, leading to the smaller FY08 lending mentioned above (most planned FYO9 
projects have also been postponed). Overall, however, there is remarkable consistency between the 
composition of the planned and actual (smaller) lending programs. 

Lending. Actual lending during the CAS period (through December 2008) was US$2.6 billion in 19 

8. 
dropping from 38 percent in 2006 to close to 27 percent in 2007 and only 12 percent in 2008. The 
CASCR points to significant delays due to Government loan approval procedures, and notes that the 
Government has recently agreed to revise them. The large drop in the 2008 disbursement ratio is also 
due in part to the larger-than-planned lending in FY07, so that the deterioration in the disbursement 
performance pattern, although worrisome, is less pronounced than it appears. The lower commitments 
and lower disbursements led to a higher than planned reduction in exposure: instead of a decline from 
$6.9 billion (in December 2005) to US$5.9 billion in December 2008, as forecast in the CAS, total 
exposure fell to US$5.1 billion. 

Disbursements (and disbursement rates) were lower than planned, with disbursement rates 

9. 
six tasks ongoing at the beginning of the CAS were completed and that of the 14 new tasks planned only 
six were delivered, sometimes because of lack of client interest, and mentions the CPAR as one such 
task. Annex 84 of the CAS includes a total of 18 new tasks planned, of which seven (less than 39 
percent) have been delivered, one (Country Environmental Analysis) has been postponed, and ten have 
been dropped. This is very different from what happened in the lending program: with so many tasks 
dropped, not only the numbers but also the actual composition of the AAA program is very different from 
the plan. For the earlier years, the dropped tasks affect mostly provincial-focus AAA (four tasks) and 
procurement related AAA (one federal and one provincial-the latter also included in the earlier count). 
The other tasks dropped are, in effect, the entire FYO9 program (except for one) and the Programmatic 
Poverty Ill (Urban and Water) of FY08. Had the Progress Report been prepared this would have also 
been a good opportunity to re-think the size and composition of the AAA program. Within the fiduciary 
area, it would be particularly useful to focus on why the financial management tasks were all delivered, 
but not the procurement ones, and why so many provincial level tasks were also dropped (the CASCR 
states that the country dialogue on procurement has been significantly strengthened, presumably for 

Analytical and Advisory Services. The actual AAA was well below plan. The CASCR notes that 
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Bank-funded operations). The CASCR also notes that the government is more interested in analytic 
work that has a clear and direct operational implication, but it does not comment on why CPARs and 
provincial-level work would not have operational implications. On the positive side, one federal and one 
provincial-level CFAA were completed as well as one ROSC and several poverty-focused tasks. 

10. 
satisfactory quality at entry and supervision of Argentina projects but provides no details (a QAG data 
search during the preparation of this Review showed three projects with QAE assessments during the 
period --two were rated satisfactory and one was rated moderately satisfactory- and no data on 
supervision). On portfolio performance, the objective of reducing the percentage of problem projects and 
projects at risk was not achieved during the CAS period, although there seems to have been 
improvements in early 2009. Both the percentage of problem projects (by number) and that of projects at 
risk (by amount) were among the milestones of the CAS as well as the triggers for the base case that have 
not been met. A major source of the problems was the Government's cumbersome project approval 
procedures that delayed actual initiation of projects by about one year on average. A recent reorganization 
of the handling of loan approvals within the Ministry of Economy is expected to streamline the process and 
reduce the delays. The CAS targets for increased audit compliance in Bank-supported projects (also part 
of the triggers for the base case) were substantially met, although with delays in 2008. For completed 
projects, IEG project ratings show that for the last three years (the CAS period) a total of 20 projects were 
evaluated. Of those, 80 percent by number and 82 percent by amount were rated satisfactory. These 
figures show a considerable improvement over earlier periods although they remain below the averages 
for the Latin America region. 

Quality and effectiveness ofoperations. The CASCR states that QAG assessments confirmed the 

11. 
increased from moderate at the time of the 2004 CAS to substantial in late 2005 and that the overall 
financial management portfolio risk was moderate at the federal level and ranging from moderate to 
substantial at the sub-national level. The 2006 CAS also noted that the procurement portfolio risk was 
substantial at the federal and sub-national level. To deal with this increased fiduciary risk, the CAS proposed 
to implement a Fiduciary Action Plan to: (i) increase the transparency in Bank-financed projects and create 
incentives for civil society to monitor the Bank portfolio; (ii) improve the strategic focus of Bank supervision 
towards evaluating fiduciary risks; and (iii) insure increased transparency and competition practices in public 
procurement. The fiduciary action plan (summarized in the CAS Table 8: Fiduciary Action Plan) included the 
audit targets that were part of the triggers, the planned AAA tasks on financial management and 
procurement and an assortment of other activities (such as supporting the streamlining and modernization 
of fiduciary processes, undertake integrated fiduciary assessments for each project in the portfolio with a 
target to cover 75 percent of portfolio in CY06 and 100 in CY07, produce and publish an annual report on 
fiduciary risk of the Bank portfolio, and others). Because of the Fiduciary Action Plan, the 2006 CAS was 
rated good practice by a recent FM CAS review. The CASCR provides evidence that there has been 
progress on this agenda (such as the improvement in audit performance, the federal and sub-national 
CFAAs) with less clear progress in procurement. The CASCR emphasizes several programs such as SEPA 
(a public information system for Bank-financed contract), IFPA (a methodology for simplifying the 
communications of technically complex fiduciary assessments), a price monitoring mechanisms for civil 
works contracts, and the reduction of Plus. It would have been useful for the CASCR to include a more 
systematic review of the progress achieved on the items in CAS Table 8, with an assessment of the major 
further steps still needed. 

12. A summary of the milestones, outcomes and CAS base triggers listed in the CAS Results 
Matrix, relating to portfolio performance and fiduciary performance,' related to the CAS objective of 
strengthening Government capacity to prepare and implement investment projects, in line with the 
requirements of a medium-term investment partnership, is provided in Table 1 below. 

fiduciary Action Plan. The 2006 CAS pointed out that the fiduciary risk of the Bank portfolio had 

The Results Matrix refers to the Fiduciary Action Plan, but does not include the milestones and targets o f  the Plan. 
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able 1. Projec 
Country 

Development 
Goals 

Strengthen 
3overnment 
:apacity to 
irepare and 
mplement 
nvestment 
irojects in line 
with the 
-equirements 
i f  a medium- 
erm 
nvestment 
iartnership 

Management Capacity, P8 

CAS Planned Outcomes 
and Milestones 

Enhance government 
project mgmt. capacity 
through: ..................... ...... 
(i) A framework 
agreement to shift 
implementation from 
stand-alone Plus to line 
_ ministries 
(ii) A fiduciary action plan 
to improve fiduciary 

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

control " .... 
(iii) Institutional 

~ " -̂- ~ 

strengthening 
investments to build 
........... capacity ................ " 
(iv) AAA to strengthen the 

............. ~ 

dialogue on financial 
accountability and 
. procu rem en t ~ - 
(v) enhanced supervision 
of projects at risk 

................ " ..... 

_ ............... " " " 

(vi) Twice yearly portfolio 
reviews with authorities * 

% of problem projects by 
number to decline 
continuously during CAS 
period (baseline 20.8% in 
2005) * 

% of investment projects 
at risk by amount does 
not surpass 20% 
(baseline: 19.5% in 2005) 

Audit compliance for 
Bank projects increases 
From 45% (2005) to 60% 
(2006) 75% (2007) and 
BO% (2008) 

* 

CAS base case triggers. 

ifolio Performance and Fid 

Actual Outcomes and 
milestones 

. "_" .- " .- 
(i) Achieved- Framework 
for phasing-out Plus 
agreed in mid-2005 

.. " " ........... 
(ii)Partially Achieved 
A fiduciary action plan is 
under .. ~ implementation 
(iii) Partially Achieved (no 
details provided in CASCR) 

(iv) Partially Achieved 

_ .... "" " ........... 
(v) Milestone achieved. 
Outcome limited (see 
below) 

.- I_ I. 

(vi) Milestone achieved. 
Outcome not available 

Not Achieved- After 
declining to 3.4 percent in 
2007, problem projects by 
number rose to 25 percent 
in 2008. Recent 
improvements in early 
2009. 
Not Achieved- Projects at 
risk by amount rose to 60 
percent in 2008. Recent 
improvements in early 2009 

Achieved- Compliance 
increased to 76% in FY06 
and 81% in FY07. After 
dropping temporarily to 
45% in FY08 the 80% 
target was recovered 3 
months later. 

:iary Improvements 
Bank Activities 
contributing to 

Outcomes 

~ "_ "_ -- .. 
PIU staff for repeater 
orojects reduced by 
46% from 2004/5 and 
2006. 
.... ~ . " .................... .- ........... 
The CASCR provides 
limited overview of 
Fiduciary " Action Plan. 
SlNTyS Project, 

........... ~ - ............ .... 

Second State 
Modernization project; 
IDF ~ .... grants 
CFFA and ROSC 
delivered in FY07; 
CPAR dropped 

Additional budget 
allocations in F YO508 
to supervise projects at 
. risk " _ 
Portfolio re views have 

___  . 

been done twice 
annually with the 
authorities 
Portfolio management 
efforts. Dialogue with 
authorities to streamlint 
approval of loan 
agreements 

Portfolio management 
efforts. Dialogue with 
authorities to streamlint 
approval of loan 
agreements 
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Overview of Achievement by Objective: 

13. CAS Results Framework. The 2006 CAS discussion of the results framework indicates shows 
that the indicators for the investment program are largely derived from the development outcomes 
agreed with the authorities under key activities. The Results Matrix includes also indicators on portfolio 
performance. The CAS noted that the Results Matrix reflected the early stage of the new investment 
partnership with Argentina, and that, “given uncertainty about Argentina’s policy framework, especially in 
outer years of the CAS, the results of new activities cannot yet be specified.” Therefore, the CAS stated 
that the Bank would further refine the country results framework as data became available and would 
provide an update in the CAS Progress Report. As the Progress Report was not prepared, the Results 
Framework was not updated, and the discussion below follows the results framework as specified in the 
original Results Matrix. 

Pillar 1: Sustained growth with equity. 

14. 
substantially higher GDP growth rate than in the government‘s economic projections (which were 
already assessed as conservative by the CAS), together with higher investment to GDP ratios, and 
primary surpluses (in the first two years), but also higher price increases. The second half of the period 
saw a deterioration of performance, because of internal and external factors, not fully reflected in the 
main macro figures. The deterioration is partly hidden by official inflation figures that are thought to 
underestimate real inflation, a fiscal performance that includes extraordinary revenues (such of those 
arising from the nationalization of the private pension system), and includes increasing financing 
requirements in a deteriorating environment for external financing. 

Overview. Argentina’s macroeconomic performance during the CAS period shows a 

Table 2. Macroeconomic Performance 

15. 
remained hidden by the additional improvements in terms of trade, became much more severe in 2008 
when terms of trade deteriorated and the impact of the global recession started to be felt in Argentina. 
Fiscal performance started to deteriorate in 2007 in spite of the high export revenues, and inflation, 
which had already accelerated in 2006, was kept low by increasing price controls and income policies (in 
addition, the consumer price index is widely assumed to be ”managed” and the GDP deflator is 
considerably higher). In 2007, the electoral process led to higher fiscal expenditures and, when export 
prices started to fall in mid-2008, the fiscal situation deteriorated further. 

The problems that started to emerge in 2007 (higher inflation, lower primary surplus), but 

16. 
to increase export taxes, the nationalization of the private pension funds) cast doubt on future fiscal 
performance and, more importantly, may have worsened the investment climate and economic 
confidence. The CASCR notes that “Many Argentines interpreted the concerted actions of the 
international community [in response to the global crisis] as a vindication of their own government‘s pro- 
active regulatory posture which had offered a measure of protection to Argentina,” but it appears that the 
business community saw it quite differently: capital outflows in the third quarter of 2008 reached US$6 
billion (also, “The Economist” magazine noted that capital outflows reached 7 percent of GDP in 2008. 

Policy measures to address fiscal needs in the short-term throughout 2008 (such as the attempt 
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The Economist, February 5th, 2009). Within this context, however, Bank assistance made some positive 
contributions under “Pillar 1 ,” which are summarized below. 

17. 
road maintenance throughout the country and broadening the scope of Bank support to additional sub- 
sectors; (ii) to increase the percentage of paved “nonconcessioned” roads under the performance-based 
rehabilitation and maintenance (CREMA) system; and (iii) for the National Directorate of Highways to 
implement the Institutional Renewal Action Plan in the areas of budgeting, road safety, and environmental 
management. There was good to moderate progress in the first two milestones (expanding the coverage of 
the CREMA system to slightly below the target level for national highways and about half the target for the 
provincial network), but there was no progress on the third item. Ongoing activities include several projects of 
different vintage, including a 1997 urban transport project for Buenos Aires, for which a supplemental 
financing was approved in 2007, two provincial-level road infrastructure projects approved in 2007 and the 
National Highway Asset Management project, also approved in 2007 where progress has been found 
wanting. In water and sanitation, the CAS had four milestones: (i) consolidate the emerging partnership 
encompassing water supply and sanitation, and flood protection [no indicators available]; (ii) expand water 
and sewage coverage for approximately half a million low income people in the Buenos Aires province [only 
partially achieved]; (iii) establish flood risk reduction plans in at least five provinces; and (iv) reduce flood risks 
in selected urban areas including Buenos Aires. The last two milestones have been substantially or fully 
achieved. 

lnfrastnrcture development. In transport the CAS three milestones were: (i) to scale up support for 

18. Agriculture and Rural Development. In agricultural growth there were four CAS milestones: (i) to 
improve the capacity to analyze, design and manage agricultural and rural development investments [a new 
Sub-secretariat of family Agriculture and Rural development was established in 2008 but no outcomes are 
yet available]; (ii) complete and implement the national government‘s agricultural and rural development 
strategy and implement it in at least one sub-region in 2008 [achieved: the national strategy is in place and 19 
provinces have adopted provincial strategies]; (iii) increase by 20 percent the production area under irrigation 
and pilot integrated water resources management in at least one province [the irrigated area increased only 
by 6 percent; Mendoza adopted an integrated water management program]; and (iv) complete and 
implement the Mercosur strategy to eliminate foot and mouth disease [the strategy was ratified in 2005- 
before the CAS period, and an action program was adopted in May 20081. In ruralpoverly the CAS two 
milestones were: (i) to improve the baseline data and analysis of rural poverty [not achieved]; and (ii) expand 
small and medium farmer investment in forestry by at least 5000 Ha in 3 provinces [not achieved]. Finally on 
environmental issues, the three milestones were: (i) complete integrated waste management systems in 
three provinces [not yet achieved: the national Solid Waste Management Project is contributing to this 
objective]; (ii) integrated urban transport and pollution reduction programs in at least five cities [not achieved, 
some progress is being made]; and (iii) World Bank purchases of at least U S 2 5  million in carbon credits by 
end-2008 [not achieved: Bank purchases put on hold pending improvements in project portfolio]. 

19. Other. Although not specifically included in the CAS Results Matrix, the CASCR mentions the 
“Unleashing Productive Innovation” project of 2008 as an important contributor to the Growth with Equity 
pillar. The basic objective of the project is to increase Argentina’s capacity for innovation in knowledge-based 
production. 

20. 
mixed to low. In infrastructure, the transport and water sector components achieved about half of the 
milestones, with good to moderate progress on road maintenance, and some progress on urban water and 
sanitation, but in rural development and the environment achievements were much lower (particularly for the 
rural poverty and environmental components). The CASCR assessment of Pillar 1 concludes: “Outcomes 
with respect to the Bank lending program were substantially achieved.” This review considers this an 
overstatement based on achievements of the specific milestones above. While the contributions of some of 
the AAA activities under this pillar (e.g., the study of transport logistics and a rural development strategy) 
appear to have been substantial, and the limited impact of the lending program may be partly due to delays in 

Summary results. The above discussion shows that the achievements under Pillar 1 have been 
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project approval and implementation, the outcome of the Bank’s assistance for this component is rated as 
moderately unsatisfactory. 

Pillar 2: Social Inclusion. 

21. 
health outcomes, ensure quality education for all and move towards greater social inclusion. On the poverty 
front, the CAS stated that returning to the pre-crisis level was not enough, because each successive crisis 
episode had raised the level of underlying structural poverty: poverty had stood at roughly 5 percent of the 
population in 1980, shot up to 40 percent after the hyperinflation of the late 1980s and dropped again, but 
only to below 20 percent by the mid-1990s. Poverty increased again to above 55 percent in 2003, before 
falling back to 34 percent at the beginning of the CAS period. On health outcomes the CAS noted that 
Argentina’s health indicators remained below comparable middle-income countries in the region, life 
expectancy was below regional neighbors, and inequalities in maternal and infant mortality among different 
parts of the country were pronounced. On education the system had done well in terms of access to early 
childhood and primary education, but repetition and drop-out rates remained high at the secondary level and 
quality of learning remained a concern. Finally, perhaps the greatest challenge was to generate sustainable 
sources of opportunity for the most marginalized groups in society, including indigenous people. Against this 
background, the CAS specific objectives under Pillar 2 centered around two areas: supporting progress 
towards permanent safety nets and fostering employment, and improving selected health and education 
outcomes. While the country objectives were achieved, the Banks delivery of assistance fell short from 
what was mentioned in the strategy-three of eight new operations were dropped, as was half of the new 
AAA. 

Overview. The 2006 CAS emphasized Argentina’s need to reduce structural poverty, improve 

22. 
about 18 percent. This is a huge change from the 55 percent in 2003, even if the recent official estimates 
are questioned by analysts because of the alleged under-reporting of inflation since early 2007. 
Unemployment fell to 7.5 percent by end-2007 (below the 12 percent target mentioned in the CAS) and 
social security coverage for working adults reached the 61 percent target. In addition, the workfare program 
(for “Heads of Households”) was gradually reduced as beneficiaries of this emergency program were 
gradually integrated into the workforce or transferred to other, more sustainable safety net programs. 

Countw outcomes. Poverty fell to 23 percent in 2007 and official estimates for mid-2008 put it at 

23. 
under this component of Pillar 2. They were: (i) improvements to income support programs by transitioning 
beneficiaries from the “Heads of Household” program [achieved]; (ii) reducing the number of people having 
to participate in workfare programs from 1.4 million in 2005 to one million in 2006 and less than .5 million in 
2009 [achieved]; (iii) transition the Heads of Household program into new income transfer schemes 
[achieved; no quantitative target]; (iv) formulating an integrated community service strategy [achieved: 
implemented in 195 municipalities nationwide]; and (v) defining an integrated inter-ministerial learning 
strategy [achieved]. The Banks “Heads of Household Transition Project” (2006) and the “Lifelong Learning 
and Training Project” (2006) were instrumental in supporting the achievement of the above milestones. 
Analytical work on labor markets and informal employment, in cooperation with the Ministry of Labor and the 
statistical institute were also important parts of the program. 

Progress towards permanent safety nets, The CAS Results Matrix included five milestones 

24. Improving selected health and education outcomes. The CAS had four milestones related to 
health outcomes and another three for education. In health they included: (i) improve health service delivery 
at the provincial level [achieved: available indicators point to increased coverage and improved health 
outcomes particularty in poorer regions]; (ii) reduction of infant mortality from 14.5 per thousand to 12 per 
thousand [probably achieved, based on the most recent-2006 data]; (iii) expand coverage of maternal- 
child health insurance to 50 percent of eligible population [achieved: coverage was 79 percent in 20081; and 
(iv) definition of a core package of health goods [achieved: definition agreed in 20071. The “Provincial 
Maternal-Child Health Project” and the “Essential Public Health Functions and Programs Project” were 
important components of the Banks support for the above objectives. In education the milestones were: 
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(i) raise school completion rates and improve learning outcomes [achieved: no quantitative targets included]; 
(ii) improve coverage of pre-school education for rural children to 95 percent in 2009 [on track to be 
achieved: was already 93.5 percent in 20061; and (iii) improve effective promotion rate for classes 7-9 in 
rural areas to 80 percent in 2009 [achieved]. The Bank-supported “Rural Education Improvement Project” 
was an important contribution to the above outcomes. 

25. Summary results. The objectives and milestones for Pillar 2 were well designed, realistic and 
achieved their objectives. However, some operations and AAA were not delivered (see Annex Table 9, 
pages 27 and 28). Therefore the outcome of the Banks assistance for Pillar 2 is rated as satisfactory. 

Pillar 3: Governance. 

26. Overview. The 2006 CAS pointed out that governance had long been a major issue in Argentina 
with serious implications for both sustainable growth and social equity. The major challenges identified in 
the CAS were modernizing the state administration, achieving greater transparency and public trust, 
strengthening the justice system and making the federal system work (through decentralization and 
regional development. The CAS proposed to support the Government efforts in these areas with an 
ambitious program including new investments, analytical work on inter-governmental fiscal relations, 
fiduciary management (CFAA) and possibly economic work at the sub-national level. Moreover, depending 
on progress, the CAS considered possible support to strengthen the judiciary, with WBI support. [The 
CASCR says-inaccurately-that no free standing AAA was programmed for pillar 3 of the CAS]. Since 
then, there has been some progress in public sector modernization (e.g., strengthened financial 
management and public investment), as well as in achieving greater transparency (expansion of channels 
for citizen participation, initial steps in implementing the access to public information decree), and some 
also limited progress on the decentralization and regional development agenda (e.g., through the 2004 
Fiscal Responsibility Law). Overall, however, it appears that the progress has been limited, compared to 
the challenges presented in 2006, and that the same challenges remain today. The Bank’s contribution to 
this process is discussed below. 

27. CAS outcomes and milestones. The CAS objectives and expected outcomes in Pillar 3 were 
grouped under the common heading of strengthening public institutions, and specified in six milestones 
some of which had quantitative and others had qualitative expected outcomes. The items were to (i) 
deepen the emerging partnership for institutional Strengthening in selected areas such as expenditure 
management, transparency and service delivery. Although the “milestone” was not quantified it can be 
considered as largely achieved, including through the first (1998-2007) and second (2007- ) State 
Modernization Projects, as well as the second (2008- ) APL to support the Social and Fiscal National 
Identification system. The CAS had also included the three planned Provincial Investment Loans (of 
which two were delivered) as supporting this objective, although they can be more properly considered 
as part of the infrastructure support (Santa Fe Road Infrastructure and Cordoba Road Infrastructure); 
(ii) increase user satisfaction of the Social Security Administration (ANSES), measured by service 
delivery outcomes and citizen satisfaction surveys. This can be considered as partially achieved, 
although there is no information from citizen satisfaction surveys. Processing time for new benefits was 
reduced from 140 days in 2005 to (a still long) 130 days by 2008, and ANSES has increased the number 
of regional centers serving the public. The Bank continues to support ANSES through a TA loan 
approved in FY05; (iii) expand the integrated financial management system. This was also achieved as 
the coverage increased from 71 percent to 82 percent of federal public institutions; (iv) expansion of the 
public investment management system to additional provinces. This was achieved and the system 
expanded from 19 to 23 of the 24 provinces (plus 11 0 federal agencies); (v) For provinces participating 
in the Sub-national Government Public Sector Modernization project, increase the percentage of 
expenditures on human resources under the integrated payroll information systems from 30 to 55 
percent in 2008, and the ratio between collected and emitted tax revenues for property and motor 
vehicle taxes from 55 to 65 percent in 2008. This was not achieved [supervision reports for first 
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Sub-national Government Public Sector Modernization project still rate it as satisfactory; the second 
roject has been postponed]. Finally, the (vi) milestone was to improve two of Argentina’s rankings in 
WBl’s governance indicators: the “Government Effectiveness” and “Control of Corruption” from their 42.3 
ind 42.9 levels in 2005. This was achieved by 2007 for Government Effectiveness (51.7) and (only 
narginally) for Control of Corruption (43.5). More recent data is not available. 

!8. 
ederal level and provincial level CFAAs were delivered, as were the Accounting and Auditing Report 
ROSC), the Institutional Government Review and one Provincial Economic Memorandum (Buenos 
Ures province). On the other hand, significant tasks that were dropped include the report on Fiscal 
Space for Public Investment, two other Provincial Economic memoranda planned, the federal level and 
he provincial level CPARs, the Social Accountability Report and the Innovation Study. 

The AAA program under this pillar shows a mixed performance. On the positive side, both the 

!9. Summary results. There has been moderate progress on country outcomes under this pillar, 
and the limited milestones listed under the CAS Results Matrix have been mainly achieved, with some 
jhortcomings. At the same time the level of dialogue (and influence) of the Bank in this area appears to 
lave been reduced as the analytical work was gradually reduced due to lack of interest by the 
jovernment. The outcome of the Banks assistance to the governance pillar is rated as moderately 
;afisfacfory, 

Achievement of CAS Objectives 

0 bjectives 

Objective A: 
Sustained 
Growth with 
Equity 

Objective B: 
Social 
Inclusion 

Objective C: 
Improved 
Governance 

NA Satisfactory 

Moderately 
Sa tisfactory NA 

Explanation I Comments 

I n  infrastructure, the transport and water sector 
components achieved only about half of the 
milestones. In rural development and the 
environment it was even lower (particularly for the 
rural poverty and environmental component). The 
contributions of some AAA activities (e.g., study of 
transport logistics, rural development strategy) 
appear to have been substantial. Limited impact of 
the lending program may be partly due to delays in 
project approval and implementation. 
The objectives and milestones and instruments for 
Pillar 2 were well-designed, realistic and achieved 
their objectives. However, some Bank activities were 
dropped (see Annex Table 9). The outcome of the 
Banks assistance for Pillar 2 is rated as satisfactory 
There has been moderate progress on country 
outcomes. The limited milestones listed under the 
CAS Results Matrix have been mainly achieved, 
with some shortcomings. The level of dialogue 
(and influence) of the Bank appears to have been 
reduced as the analytical work was reduced due to 
lessened interest by the government. 

30. The results under the CAS objectives of improving project management, portfolio performance 
and fiduciary improvements (summarized in Table 1 above) should also be considered as part of this 
assessment of CAS achievements. The achievements under project management are rated moderately 
jatisfactory, for portfolio performance as unsatisfactory, and for fiduciary improvements as moderately 
;atisfactory. 
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Comments on Bank Performance: 

31. The Bank strategy was relevant, and so were the lending and AAA instruments planned to 
implement the strategy. Strategy, objectives and instruments were also mostly realistic at the time of the 
CAS and during the first years of its implementation, although the AAA program was on the ambitious side 
and the large number of planned investment projects required improvements in implementation capacity. 
As favorable external conditions continued, above expectations, the government‘s interest in Bank support 
(financial and policy dialogue) was reduced), necessary policy reforms in several sectors were postponed, 
and portfolio performance failed to improve as planned. After the first year, lending and AAA fell below 
plans (particularly AAA), some of the objectives became less realistic, instruments were dropped and 
policy dialogue faltered in several areas. Continuing delays in loan approvals by the Government (until very 
recently) in led to lower than projected disbursements and to a faster decline in Bank exposure. The CAS 
Progress Report planned for 2007 did not take place and the opportunity to reassess both, objectives and 
instruments under the changing country conditions was lost. During 2008 country conditions (both 
performance and policy) deteriorated, and the impact of the global crisis on Argentina’s economy was 
substantial, particularly after several years of very favorable terms of trade. On the positive side, the 
objective of building an “investment partnership” in several areas was advanced, and the quality of the 
Bank’s lending and of the AAA activities that were implemented was good and highly relevant. In particular, 
the work on fiduciary issues (including regional and provincial CFAAs) was of high priority, even if it did not 
go as far as planned (e.g., the government did not support the preparation of a CPAR). The quality of the 
work on safety nets, health, provincial infrastructure and agricultural development was high and of high 
priority. For all these reasons, the Bank performance is rated moderately satisfactory. 

4. Overall IEG Assessment 

32. 
unsatisfactory, another moderately satisfactory, and only one (Pillar 2: Social Inclusion) was rated 
satisfactory. In addition, project management and fiduciary improvements, which were also part of the 
Results Matrix, were rated marginally satisfactory and portfolio performance (a trigger for the base case) was 
rated unsatisfactory. 

The overall outcome rating takes into account that, of the three pillars one was rated moderately 

33. Domestic policies and external shocks. At this time, when the Argentina economy is facing (again) 
severe economic challenges, the relative roles of external shocks and of domestic policy decisions is being 
debated and will continue to be. In particular, the impact of the severe global recession that developed in the 
second half of 2008, and has accelerated in early 2009, may obscure the underlying domestic factors that 
were having a negative impact on Argentina since the late 2007 in spite ofextremely high export prices. The 
2006 CAS had already pointed out that Argentina needed a combination of adequate fiscal policy as a 
cornerstone of macroeconomic stability, infrastructure investment to address bottlenecks, and private sector 
development to ensure a more favorable environment, while warning that “the largely benign external 
environment that has prevailed in the international economy over recent years cannot be counted on to be 
sustained.” 



CASCR Review I EG Independent Evaluation Group 

For Official Use Only 
12 

~~~~~ 

5. Assessment of CAS Completion Report 

34. 
specific milestones defined in the CAS Results Matrix, although, at times, with less detail and clarity that 
would have been useful. Bank outcomes are reported in detail and their assessment is mostly fair, even if 
somewhat over-optimistic in some cases (e.g., in its assessment of outcomes under Pillar 1). The discussion 
of lending levels is confusing, as it mixes total lending and lending by pillar. For example, the CASCR 
discussion of “Pillar 1” includes total (expected) lending under all three pillars, as does the discussion of “Pillar 
2,” and mentions, in each case, an amount off US$3.4 billion for 20 projects, whereas the discussion of “Pillar 
3 mentions two projects for US$40 million. Finally, the CASCR does not mention the three planned IDF 
grants (one completed, one ongoing, and one dropped) or the several WBI activities, all of them important 
elements of the Governance pillar and part of the CAS Results Matrix. 

The CASCR covers the main aspects of the CAS design and implementation, and reviews the 

35. 
point to revisit the results framework) nor does it discuss the two triggers for the base case of the CAS. In 
addition, the CASCR would have benefited from a more complete discussion of the progress and remaining 
challenges under the Fiduciary Action Plan, following the Plan’s components as presented in the CAS (Table 
8). Also the CASCR under reports the shortfalls in M A  delivery and does not discuss the reasons for the 
shortfall. 

The CASCR does not mention the absence of a CAS Progress Report (planned for late 2007 as a 

36. 
of protection to Argentina, and that this was “applauded by many Argentines” without pointing out that 
the markets reacted in the opposite way, as indicated by the high levels of capital flight throughout 2008, 
and increased spreads in foreign borrowings. This worsening of the investment climate can hardly be 
seen as beneficial to Argentina. 

The CASCR reports that the Government’s “pro-active regulatory posture” provided a measure 

37. The CASCR includes five lessons. This Review concurs with three of them and has some 
differences with the other two. In particular, the Review concurs with: (i) the lesson (or finding) that the 
shift from adjustment lending to an all-investment program has strained the project implementation 
capacity of the government, particularly in the areas of loan approval processing and contracting of high 
value civil works; (ii) that the Bank should work with the government to reduce the lag between loan 
approval and loan signing, and (iii) that progress in the fiduciary front should be continued and deepened 
to further ensure transparency and integrity of bank operations. 

38. 
and particularly the progress in project preparation and the design of important and high quality 
investment initiatives-has proven that there is space to develop an ambitious investment partnership 
despite the lack of coincidence in the structural reform agenda proposed by the government”. The 
relevance of such an “ambitious investment partnership” and its contribution to the country’s 
development are possible to the extent that there are adequate policy conditions. The 2006 CAS had 
already made it explicit the need for “diligent implementation of structural and policy reforms” and this 
need is even stronger under current internal and external conditions. Finally, although the lesson 
regarding tailoring the AAA program to issues of priority interest to the government is generally good 
practice, when the priorities of the government are seen by the Bank as not adequate, the relevance of 
the AAA will be reduced. If the “lack of coincidence” mentioned in the previous lesson increases, this last 
lesson becomes much less straightforward than it appears. 

The other two lessons are open to question. One is that “The progress in CAS implementation- 
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39. This Review agrees with the first three CASCR lessons listed above, namely that the shift to an 
all-investment lending program has strained the Government's project implementation capacity, that the 
Bank should work with the government to reduce the lag between loan approval and loan signing, and 
that progress in the fiduciary front should be continued and deepened. 

40. This Review also adds two additional lessons. One is that the CAS Results Framework needs to 
be monitored and revised as needed, when country conditions change. In the Argentina case, should a ' Progress Report have been prepared as planned, it is likely that both the details of the Results Matrix 

1 and the lending and AAA instruments would have been revised in a more orderly manner. The second 
lesson is that the Bank's lending program could be more actively counter-cyclical. In the case of 
Argentina, lower commitments and lower than planned disbursements resulted in a faster than expected 
reduction in exposure. While this was in line with the higher than forecast growth in GDP and exports 
because of exceptionally high terms of trade, it took place by happenstance. A CAS Progress Report 
could have provided an opportunity to reduce the lending program in an appropriate manner to provide 
greater lending headroom in the event that, in the words of the 2006 CAS "the largely benign external 
environment that has prevailed in the international economy over recent years cannot be counted on to 
be sustained." 
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Annex Table 1: Argentina - Planned vs. Actual Commitments (US$ millions), FY06-091 
1 Proposed Approval j Proposed 1 Approved 
i FY FY ' Amount Amount ID List of Projects 

Prosrammed Proiects 

Child Health ..................... _. . _ ........... ...... ._ ~ ._ . .. ~ ~ .. ~ 

.-+ /Essential ............................... _" Health ..... " .... ~~ Functions ~ " . ~ 

....... .... 1 .... . ._ ~ . _. .... ._ . ._ ....... .. " 

PlOl ~ 170 !State Modernization 2 ~ ~ .... 
!Provincial Preschool and Basic Education 

....... PO95485 ~ ......................... ~ !Urban Public Transport - Renamed: " .......................... Ur 
...................................... PlOl 171 'Second ~ Social and ............... Fiscal National Identification ..................................................... System (SINTyS) " .... 
PI00806 IEnvironment Management (APL I) - Renamed: Sustainable Natura t _ 

I ........ ....... I .. ......... ............. .......... +- ....... - .......... " .......... -- ..... 
200 I 400 

ment Development Project , 2008 I 2007 1 150 I 270 
~ ~ 1.1 ..... ................... .... ................. - - .".-.. -_- 2008 ! ....................... 2007 I 

.... .......... / ' t ? P L L "  .. ..I............ I .............. " ........... ^ ~ ......... 
........................ ................... .................... ............................. ........................... . . 9551 6 _* Income " Support " for the ~ Poor ~ " ~ " .! .. i [ 2008 j 

I 2008 
- & ! 

i 2008 2007 I 100 ' 

~ - .......... "..d ............................................ .......................... ~ .... 
I 2008 i 2009 150 ...... 3004 -- ......................... 1. - " 

I. " ; I 1""'- 1(((- i ",?W ......................... ............ ..... ...................................... .............. ........ 
.......... I 100 Postponed ....... .... ....... ..... ..................................... .... 

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

i 40 I Postponed 
I 90 I Postponed 

- i- - ...i'.-....... ......... .................... ..... .......... 
........................................ "-- I 

I 70 I Postponed 
. 30 I Postponed 

.... ... 

PO55483 'Heads of Household Transition Project I 2006 I 350 

! 2006 ! I 150 

Non Prosrammed Projects 
. ...................................................................................................... " ~ ........................................ - ......... i .............................................. .................................... 

i I 2006 i I 40 PO70448 Sub-national Gove. Public Sector Modernization 

i 2006 ! I 40 
PO70963 Rural Education Improvement Project .j i ~ .- " r - " "  i 

; 2006 i i 25 
PO89926 Solid " Waste Management Project j + 4 - " + - ~ 

: 45 
PO92836 Inst. Strengthening - ANSES I1 TA 1 - - --- 4 " 

................ ~ .......................... ~ ._ ...... 1 ................ ......... i ..................... ...... -- 4 ..... ....... ...... 
....................................... ............................................. ................... 
..................................................... ...................... .......................... ............. 
....................................... ........................................................................................................................ ................................ .............................................. .......................... ........ ......... ...... ... ................................. ....... 
... .................................. .......... ......................... ...... ........... .... ............ " PI02446 :Small Farmer Develo ment PROINDER Additional Financin 1 .p L 1 9 " "..Y _ - - ." 
.91.p4.884 IBuenOs ..A ires . ! r , , ~ ~ ~ n ~ ~ ~ ~ . . ~ ~ ~ ~ B A ) . . ~ d d i ! i ! n l ? ! . . . F i n a n ~ ~ ~ ~  I , .... 
PI10462 !Mining .......................... Environmental _. Restoration I ~ I..- . 

I 
... ..... 

1 3,300 I 3,189 
P I  10498 I PERMER Renewal Energy 

TOTAL 
Source: Business Warehouse 2al,2a4,2a7,2a8 as of March 4,2009; Argentina CAS FY06. 
Note: 1, The list of projects is based on the proposed IBRDllDA basecase lending program. 

2. Business Warehouse does not show approval of this project although the CASCR indicates it was approved. Business Warehouse 
lists another project (PI 10462) that was approved in the energy and mining sector which the CASCR does not show. 
3. The CASCR indicates that this project was approved as additional financing but Business Warehouse lists this project as dropped. 
There is a separate entry in Business Warehouse for the additional financing (P104984) as shown in the above table. 
4. The CASCR shows this project was dropped but Business Warehouse shows that it was approved. 
5, The CASCR also mentions the Matanza-Riachuelo Basin Sustainable Development Project (not planned in the CAS). Business 
Warehouse does not list this project as it has not been approved yet. It is programmed for approval in May 2009 for US$841 million. 



CASCR Review I EG Independent Evaluation Group 

Annexes 
16 

Annex Table 2: Argentina Analytical and Advisory Work: Actual vs. Planned, FYOG-FYOS 
Project 1 Actual Project Name ID 
Planned 

, :  

Sector 1 Planned 1 Completion FY 1 Delivered Client FY to 1 IDelivery Status 

I for FYIO) 
I Financing of Development I 2009 ; I Dropped* 

i 2007 1 Delivered 

;Innovation Study j 

.... i " ........................................................... ~ 
~ ....... ~ i " I.. 

Non Plan'ned 

PI041 18 j IArgentina ... (.( __ ..................................................................................... Country Assessment ~ ._ 
P I  03996 1 Programmatic Poverty (Informality) ;Poverty Reduction , 2008 I Delivere 
Source: Argentina CAS 2006; Business Warehouse "0perations/AAA/ESW/1.4,4.2an and "TAII .4, 3.2a"; Operations Portal as of Oct 15,2008. 

* These AAAs were not listed in Business Warehouse, Image bank or Operations Portal and are considered to be dropped. The CASCR categorizes 
theses projects as not programmed. 
** An informal study on the energy sector was conducted for internal WB use. It was intended to guide WB re-engagement strategy for the energy 
sector and was not discussed with the borrower. 

'Financial and Private I 
...... /Sector i Dev. 

.-4 I - L.. j ........ I 
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Annex Table 3a: Argentina - IEG Individual Project Ratings, Exit FYO6-FYO9 

Source: Business Warehouse "OperationslEvaluations/4,a.5,4.a.6" as of March 4,2009. 
Note: With IEG new methodology for evaluating projects, institutional development impact and sustainability are no longer rated separately. 

Annex Table 3b: Argentina - IEG Overall Project Ratings, Exit FYO6.FYO9 
i Sust 

1 ($MI I (No) 1 I % Subst ($) 1 %  Subst (NO); I (NO) 
Sust % Likely ~ lnst Dev i lnst Dev 1 

Impact j Impact I %Likely($) 1 
' Total 1 Total I j Outcome i Outcome I tli::' 1 Evaluated 1 Evaluated 1 %Sat ($) I %Sat (No) 

Argentina ~ + ' ~ ..,._" 2,516.0 ~ I " I I .- ! ~ I y 
Brazil 1 2,010.2 1 21 1 97.0, 95.21 

~ _ ~ i " "-- ". ~ * -  ~ ~ i.. I_ * "" 

Chile 
~ _ i" i + ~ ! i ._ .- 
: 1,757.2 

76.4, 80.01 
Mexico ~ ! ~ 

i ~ ~ + _ "_ ./ - 
Uruguay 388.2 ........ .... 

j 9,508.7 , 146 ' 91 gl 84.6; 57.1 1 95.61 87.9 ............................ "+ .. -. ./... + ....... ~ .._.: .................. ~ ... f .... - ...... ... ..& .... ...... - ........................... i ....... - ..... - .................. 
83.3 

LCR 
Bankwide 1 41,185.1 i 592 1 88.01 79.41 67 57.01 89.1 

20 1 88.4, 80.01 48 25.01 100.01 100.0 
1001 100.0' 100.0! 100.0 

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

.... ... .................... .............. .... ................ 1 48.5 I 3 1  100.01 1oo.oi 
11 1 100.0; 100.01 100, 100.01 _ 100.0~ r _ ~ ~ ._ 100.0 ............. ..................... .. ............... .. .. ......... 

.... 5 1  .. ...................................... ....... ..... ......... ............... ................ .... ...... " .+ ~ ._ ~ i.,"." ~ + _ ~ - - -.r-.---.... - --- --- -- 

Source: Business Warehouse "OperationslEvaluations/4.a.5,4.a.6" as of March 4,2009. 
Note: With IEG new methodology for evaluating projects, institutional development impact and sustainability are no longer rated separately. 
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i 1 NetAmt. I Charges Fees 1 NetTransfers Disb. Amt. I Repay Amt. , 
! j 
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i o h  OOF -1,777.08 j -784.97 1 -246.23 I -531.9 1 -957.01 1 -743.01 
ODA .................................................................. + OOF, total ...I........... -1805.44 1 -783.54 -249.32 -523.82 I -944.90 -771.28 
o h  Multilateral -1630.07 ! -663.26 I -372.29 -432.29 ' -844.69 -545.62 ............................................................... ~ " ,............. __  ~ ............................... " ./ ......... ~ !.. +?." ~ ...... -- *.._ ~ ........... 
o h  IBRD -928.29 -1005.17 I -61.02 I -566.38 I -674.98 [ -531.60 

~ ..-.. & ............................................ ............................................................................... 
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Annex Table 6. Argentina - Total Net Receipts (ODA, OOF, and Private), Calendar Years 2000.2006 
(US$ million, current prices) 

2002 1 2003 1 2004 j 2005 2006 ! 2007 
I Total Net Receipts -4 153.02 I -3 212.27 -1 372.25 I -4 570.28 I 5 032.42 I 6 277.89 I 

I I I o h O D A  -28.36 1.43 -3.09 , 8 08 1 12.11 I -28.27 I 

Source: OECD DCA online database as of March 5,2009. 
1. Official development assistance is defined as those flows to countries and territories on the DAC List of ODA Recipients and to 
multilateral development institutions which are: i) provided by official agencies, including state and local governments, or by their 
executive agencies; and ii) each transaction of which: a) is administered with the promotion of the economic development and welfare 
of developing countries as its main objective; and b) is concessional in character and conveys a grant element of at least 25 per cent 
(calculated at a rate of discount of 10 per cent), 
2) Other official flows are official sector transactions which do not meet the ODA criteria, e.g., i) Grants to developing countries for 
representational or essentially commercial purposes; ii) Official bilateral transactions intended to promote development but having a 
grant element of less than 25 per cent; iii) Official bilateral transactions, whatever their grant element, that are primarily export- 
facilitating in purpose. This category includes by definition export credits extended directly to an aid recipient by an official agency or 
institution ("official direct export credits"); iv) The net acquisition by governments and central monetary institutions of securities issued 
by multilateral development banks at market terms; v) Subsidies (grants) to the private sector to soften its credits to developing 
countries [see Annex 3, paragraph A3.5.i~) b)]; and vi) Funds in support of private investment. 
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Average 2003.07 

Other Macroeconomic Indicators 
Gross fixed capital formation (% of 

External Accounts 
EXDO~~S of ooods and services (% 1 I 

i ~ ' 19.2 

.......... 25.0 1 .. 14.8 1 42.3 30.2 ..... 1 29.5 25.0 I 25.3 1 25.1 1 24.7 1 of GDP) " ._ ~ / ~ ~ " ~ _" : ~ ......................... .. .... .. .. 
I I 

17.7 1 11.7 1 32.2 32.0 28.5 ................................ ............... ............ ..... ... . ." of GDP) " ~ _ -. ~ ~ 

Life expectancy at birth, total 

Current account balance f %  of I I I I 

............. Population, total ( ........... mil) 

... Po.pu!atio n.. arowth..~annua!...~o~ " 

~ ._ 

Urban population (YO of total) 

~ ............................. 38.0 j 38.4 . 38.7 ! 39.1 j 39.5 38.8 I 186.8 16.3 103.1 , 3.3 
j" 1 ................. 1" . ~ ...... +..-" .................................. i .................. + .. 

90.9 ' 91.1 ! 91.4 1 91.6 ! 91.8 91.4 84.1 1 87.6 76.3 j 92.0 
1.0 \ 1.0 I : - 1.0 ! ~ .... * 1.0 i 0.9 -. .. 1.0 I 1.3 i " 1.0 j j " 1.0 1 " ...................... 0.1 

I 
............................ ..... ................ .... ...... ..... 

School enrollment, preprimary (YO 

School enrollment, primary (% 

School enrollment, secondary (% 

...g!oss) " ~ " _ ~ 616 -. 63.8 I 65.8 .. 1 1 i". _ 

./... __  1 :.: 

i 

~ ~ * -  
i 

.... .. ......... .................. ..... ...... .................. ......... .... P s s )  ~ _ ~ 112.2 ~ 1 i...... _ 113.1 ' 112.3 .. ~ ~ 

1' _ 
............ .......... ........... 

, 
............ ...... ............... ................. . ......... ......................... ~ 63.7 ~ 66L3. Z:! " : _" 92.6 I 71.7 

112.5 1 139.3 i 102.7 112.2 / 113.5 
i I j 

................................... ... ............... ...... " _ ^ "'i""" _ i..... __.." 

85.5 I 104.3 j 89.7 / 84.1 1 ..... 
School enrollment, tertiary (% i I 
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Source: World Development Indicators database, March 2009. 
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mnex Table 9: Argentina-Summary of Achievement of CAS Objectives 

Comments Argentina CAS FYO6-08: Pillar I 
Sustained Growth with Euuity Actual Outcomes 

1. Infrastructure Development 

1A. Urban and Reuional Transport . Leverage the progress achieved in road transporl 
by scaling up support for road maintenance 
throughout the country and expanding this 
support to include road upgrades, as well as 
broadening the scope of Bank support to 
encompass additional transport subsectors. 

;u b-objectives/ 
laior Outcome 
leasures 

. Increase percentage of paved nonconcessioned 
roads under the CREMA system. National 
highways: baseline 9,174 km in 2004 and target 
of 16,725 km by 2009; Provincial network: base 
line 0 km in 2005 and target of 2,204 km by 2008 . National Directorate of Highways undertakes 
actions under the Institutional Renewal Action 
Plan covering budgeting, road safety, and 

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

environmental management. 
18. Water Supplv and Sanitation 

Consolidate the emerging partnership on water 
resources management, encompassing water 
supply and sanitation, and flood protection - in 
the context of moving towards more strategic 
water resource management. 

............ ~ -..~ - ... 1 ....... 
Expand water and sewage coverage for 
approximately one-half million low income people 
living in areas of high sanitary or environmental 

Establish flood risk reduction plans in at least 5 
provinces 

..................................................... vulnerability in BA Province. ~ .................... " 

. Reduce flood risk in selected urban areas 
including BA city and exposed provincial cities. 

Bank supported road maintenance at 
the national and provincial levels 
through performance-based contracts. 
(i) Length of national highway system 

under CREMA contracts 
(1 3,600km); 

(ii) Length of provincial highway system 
under CREMA contracts (1000km); 

(iii)Low average infrastructure 
roughness index (IRI) for national 
roads indicating that CREMA 
contracts are successful at keeping 
national roads in very good 
condition. 

As a result of the Logistics AAA, a 
consensus about the key pieces of a 
road and rail logistics project for the 
city of Rosario emerged between the 
national govt and the province of Santa 
Fe. A US$477m loan is now under 
preparation. 

_ ~ .. ... " ....... .- - .............. 
As of 2008, the CREMA system applied 
to 13,600 km of national highways and 
1,000 km of the provincial network. 

None 

With Bank support, the govt. developed i 
vision for a comprehensive clean-up of 
the Matanza-Riachuelo river basin for 
which a basin authority was created in 
2006. A US$840m loan (the first phase c 
a 2-stage APL) is scheduled for board in 
May, 2009. 

Coverage extended to 370,000 low 
income people by 2008. Additional 
coverage is anticipated when project is 

Reduction plans established in Santa Fe 
Corrientes, Entre Rios, Chaco, Misiones 
and Buenos Aires. 

.... " ... ~ "" 

ith additional ~ finance. 

Works have started in Buenos Aires. 
Reduced flooding achieved in cities 
including Santa Fe. 

I Good Progress 

" .... ~ 

1 Some Progress 

.................................................. - ~ ...... ~ 

1 No Progress 

I Limited Progress 

I Some Progress 

1 Good Progress. 
This is an output indicator 
and the outcome of these 

.......................... plans is yet to be . seen. 
1 Some Progress 
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I Araentina CAS FYO6-0%: Pillar I 
i'ustained Growth with h i &  
, Rural Development and Environmental 
lanagement 

A. Agricultural Growth 
Improve the capacity to analyze, design and 
manage agricultural and rural development 
investments at national and provincial levels 

National government to complete and implement 
its agricultural and rural development strategy. 
Implemented in at least one sub-region by 2008. 

20% increase in production area under irrigation 
(baseline: 1.7 million ha, 2001), and integrated 
water resources management piloted in at least 

. one province. "" - ~ ~ - 
Mercosur strategy to be free of aftosa (foot and 
mouth disease) completed and implemented. 

... " 

'6. Rural Pave@ 
Improved baseline data and analysis of rural 

Expanded small and medium farmer investment 
in forestry (at least 5,000 ha total, in 3 different 
provinces). 

,..Pove?l.: ... " * I 

IC. Environment 
Integrated waste management systems 
completed in 3 provinces by 2007 (baseline 2005 
0 provinces). 

~ ...... "_ ~ .- " ....... " ~ 

Integrated urban transport planning and 
investment, combined with pollution reduction, in 
at least five cities (baseline: 0 cities in 2005). 

. _  - 
World Bank brchases of at least US$25 million 11 
Argentine carbon credits by end-2008 (baseline 
US$0.6 million in 2005). 

Actual Outcomes 

I Sub-secretariat of Family Agriculture 
and Rural Development established in 
April 2008. Through PROSAP, a 
number of provinces have prepared 

... povincial " agricultural ~ ...... " .. strategies. " .. "_ 

National strategy is in place and 19 
provinces have adopted strategies as of 
2007. 

Area under irrigation increased by 6%. 
The province of Mendoza has adopted 
an integrated water resource 
management program. 
Mercosur stratepv was ratified in 2005. 

........................ " ~ _ " 

An action program was adopted in May 
2008. 

No improvements in data 
.. .- ~ 

Some 50,000 families were reached 
(or nearly 250,000 people benefitted) 
though more than 9,000 sub-projects 
under PROINDER. 

I Under a Bank-supported National Solid 
Waste Management Project, 1 
municipal solid waste management 
plan is completed and another 5 are 
under preparation. 10 infrastructure 
and equipment investments are 
planned. New municipal landfills and 
waste management systems are being 
contracted in Rosario, Mar del Plata 

30 pollution control projects are being 
developed with support from the WBI 
Carbon Finance Assistance Program. 
The Regional transport GEF was 
approved only in 2008. This will be 
complemented by a far larger IBRD 

~ ...... operation _ .......................... (PTUMA) in FYIO. 
Bank purchases put on hold pending 
improvements in project porlfolio. 

" ... and Chubut. " ...................... 

Annexes 
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Comments 

Some Progress. The Sub- 
secretariat was 
established but is there 
any evidence of improved 
capacity? 

Zood Progress. The output 
Mas achieved but the 
iutcome of the strategy is 
let to be seen. 

_ ~ ._,," ._ ~ . 

h i t e d  Progress. 

Sood Progress. The output 
Nas achieved but the 
wtcome of the ratified 
 rate sv..l:s...~e!.~o..be.~een~ 

No Progress. 

Not Ratable as the 
benchmark indicator 
measures land area and thc 
actual outcome indicator 
reports families involved. 

Some Progress. 

_ __  _" .......... -_._ 

" . ~ ....... 
Limited Progress 

.. __"" ~ 

No Progress 
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~ - - - -_ - - - - - -_ - - - . - - uxaf. _ _  - _ _  - 
Forestry Development Project IEG Outcome Rating. Mod 

Native Forest and Protected Areas IEG Outcome Rating Mod- 
Sat 

Nat iod  Hi&way-AssecManiement (APCI) IEG Outcome R&ing. Mod. 
Sat 

Provincial Road lnfra&cture 2 - - - ._ . - - .  . IEG -6tcome Rating. sat. 
Urban Flood Prevention & Drainage (APL 1) 1- - _  _ - - _ _  IEG- Outcome Rating Sat _ 
Water Sector Reform - - . - - - _ _  - -, IEG Outcome Rat ng: Unsat 

Provhcial Agriculture Development (PROSAP I) - - . - -  _ _  Latest PDO Rating Sat 
Small Farmer Development Project (PR0INDER)- 
Catamarca Provincial Reform 

Sank FeProvincial Reform 

Cordoba PRL 5 

Forest6 Development Project 

Native Forest and Protected Areas 

-- -- - - - - - - . - .- __ - _ _  - - - - - - - - . - - - -_ Sat- - . _. 

- . _ _  - - - ._ - - _-___ __ _ _  _ -_._ - - . __ 

_I - - - - -  - .- - .- - _- - - - --_ - . . --- - 

Buenos Aires Infrastructure Sustainable lnvestmeniDevel6pment Prolect (APL 1) -_ _ 

- 

- _ _ _  ._ - Sat . - - _  - 
IEG Outcome Rating. Mod 
Unsat 
IEG Outcome Rating' Mod 
Sat. 
IEG Oukome Ratinq: Mod 

- _. __ _ - - - . - - __ - - . - - - - 

_ _  - I _ _  - -. - -  - - _ _  _ -  

.-..-..-_._._I____." .- ..... ... .... ..... 
Catamarca Provincial Reform 

I Urban Flood Prevention & Drainage (APL 2) 

Cprdoba..Provincia!,,.!,nve~t.~ent..Loan ................................................ " . ./" ___ 
.......... ............... ..... ................................................. ~ -__  ...... ._ ._ ...... .......................................................................................... 

" .- " ......... ~ ......................... ~ 

...... ~ " .. Mod. Saf. 
ICordoba PRL 5 

" ~ .......................................................... . " ............... I.. ... "I ................... .. 
IEG Outcome Rating: Mod. 

Saf. 
Latest PDO Rating: Mod. 
Unsat. 
Latest ~ PDO ..................................... Rating: Sat. 

~ .......... ~ ........ ...... 

Solid Waste Management Project 
.... ~ ~ 

Buenos Aires .. Infrastructure Sustainable ...................................................................................... Investment Development ~ ...... Project ~ ..................... (APL 2) 
Provincial Agriculture ...................................................... Development ._ ............................................. (PROSAP 2) . ~ - 

.................... ~ " ............ ~ ......... ~ ~ 

source .. M ~ !  .. (Env ~ro!n,men!a!-M~t.~...!~~ 
" " .. ~ .. ~ 

..... 
Infrastructure (Logistics Node of Rosario Port) 
Mining Decontamination (PRAMU) 
Infrastructure (Freight Corridors) " . " 

Integrated Water Resources Management (APL 1) 
Urban Public Transport " 

Matanza-Riachuelo Basin Sustainable Development 

~ " . " " .......................... ~ 

._ "... ~ ~ ......................... 

............................................... " " " ... " " ................... " ......................... 

....... _ ~ ..... 
........................ ~ . ~ ~ ............... I" 

...................... " ~ _ ~ ~ .. 
" " ~ 

..... ~ " .. " ... ~ " _ ......... ~ __  ~ ............... ~ ._ ................ " I (National Highway Asset Management (APL 1) 1:; Outcome Rating: Mod. 

............................................................. 
Latest PDO Rating: Mod. 
Unsaf 
Latest PDO Rating: ..................................... Sat. 
Latest " .............................................................. PDO Rating: Sat. 

" 

..Lates!..F1Do,Rati~.~~,, sat: ............... 
Dropped 
" " 

Postponed 
Postponed 
Dropped 
Postponed 
Postponed 
Dropped 
Postponed 
Additional Project not 
planned in FY06 CAS. 
Programmed for 2009. 

" .. ""_" 

~ " ..... 
~ " ...... 

" 

" ~ 

" .- .................... 

Catamarca Provincial Investment Loan 
.................. Basic Municipal .................. Services I 

" ......................... " 

" " ......................................................................... K2S;DO Rating: Mod.Saf, ... 
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Dropped .......-...----....-.--I ...I. 

energy sector in-FY08 was 
conducted for internal WB 

........... 
Private Sector ~ Development ~ _ _" ~ .... ~ _" 

._ - ~ ~ 

Country Environmental Analysis 

Dece?tra!ie.ed..Mediu.m~~i~.~Gra~t.pro~ra.m"~GEF~ ~ .....I _ ........ ~ ..._,,_,,I. ~ " 

CaDacitv building on environmental enforcement and comDliance 

" ~ .... ~ " .... ~ ...... " "__ ~ .... """" 

I.--_ -- .- " --- 

dditional A M  None. 

'F I WBI L e a r n ! ? ~ . , ~ r o . 9 . r a m s , ~ ~ , , ~ n ~ ~ . ~ ~ ~ . ~ e ~ ! a ! . . e ~ ~ ~ ~ , ~ . ~ ~ s  ~ " " ........ " ~ 

was not discussed with the 
borrower. 

Dropped .. 
Delivered 
Active, planned for 2010 

.. .......... " - "._ 
.................... Active, " ...... ". planned for 2010 - 

...................................... .- .... .- 

............. Delivered ......... ............ 01- ._ .......... - 
................................ Delivered -- 

Delivered 
" ..._ ~ 

Actual Outcomes Argentina CAS FYO6-08: Pillar II 
Social Inclusion 

)biectives 

Comments 

;ob-obiectivesl 
laior Outcome 
leasures 

program into new income transfer 
schemes, including role of non- 
contributory unemployment benefit andlor 

. Supporting Progress Towards 
'ermanent Safety Nets and Fostering 
lmployment 

1 Improvements to income support 
programs, notably making the transition 
from emergency income programs to 
initiatives that foster employment and 
establishing more permanent safety nets 
geared to provide direct support to 

mid-2008 were as follows: 
(i) 340,634 to Familias program. 
(ii) 95,800 to Seguro program. 

vulnerable groups, ............................................... ~ 

1 Reduction in number of DeoDle havincr to 

implemented at local level 

participate in workfare piogr'ams from1 -4 
million (2005) to one million (2006) and 

The Community Doctors program has used 
the CIC as a platform to launch activities with 
community organizations and national 
programs that address the social determinants 
of health. 
ClCs are used as a space for informing citizens 
about their rights (accountability), particularly 
the social guarantees established through 
different social programs (such as Plan Nacer 

1 Beneficiaries of Jefes de Hogar program now 
being transferred to new Famiiias program and 
to new Seguro de Capacitacion y Empleo 
program. 

.. ~ _ 
Definition of integrated, inter-ministerial 
lifelong learning strategy. 

" ... " 
' Participants in Jefes de Hogar program 

reduced from 1.4 million in June 2005 to 
665,000 by June 2008 and 570,000 by August 

for pregnant .......... women). . ~ ..... 
Life-long learning project under implementation 
with Bank support. There are 250 registered 
occupations based on competencies, 150 
institutions of professional capitation are 

, .  . -  
._ less than O.5miilion (2009). ................ 
1 Transition of Heads of Household 

...... 11 E:bers transferred from Jefes Program by 

........................................ .. ........... .................................. 
Formulation of integrated communitv I 1 A strateav formulated bv the Centro lntegrador 

_ _  expansion of child benefits. _ " ~ ~ 

Good Progress. 

............................................................................ .... 
Good Progress. 

Good Progress. There was 
no quantified target. 

" ~ ~ - .......... ~ 

Good Progress. 

..................... ~ -- 
Some Progress 
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... 

In-going pre- Social Protection 4 
:As 06 Lending ................ ............................ 
iuppoft Indigenous Community Development SIL 

......................................................................... .............................................................. 
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..................................... IEG Outcome Rating: .......................... Sat. 
............................................................................ IEG Outcome Rating: Sat. . 

............................................................... IEG Outcome Rating: Sat. 
IEG Outcome Rating: 
Mod. Sat. 
IEG Outcome Rating: 

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

Araentina CAS F Y O 6 ~ P i / l a r ~  

IewIDA , 

iuppoft 
.ending 

iub-obiectivesl 
laior Outcome 
leasures 

Mod. Sat. 
... Income ~ .......... Support for the Poor ~ __  ~ ~ ~ ~ .. ..................... Postponed -. 
...... Early Childhood Development ........................................ & Community " Services ~ ...... ~ ~ ~ - ................................... Postponed ".._ .. 
L!k!ona.!+a!!-!ng ._ _. .... " " ~ .... " ". Latest PDO Rating: ..................... Mod. " .............. Sat 
Maternal Child Health Insurance Functions (APL 2) 

Essent.ia!..Hea!!h..F~nc~~o~s " " ........................................................... Latest PDO Rating: Mod. Sat 
.... Provincial Preschool and Basic Education .... " ...................... ~ .- ~ Postponed ............................................................. to 2010 ~ .................. 

.................................................... Rural Education ~ ....................................... Reform Project 
Head of Household Transition 

Latest PDO Rating: Sat. 
~ e ~ a m e d  :. Prov-incia !..Materna!~chi!d...Hea!!! .- ............. ._ ...... " ~ 

Latest PDO Rating: Sat. 
Latest PDO Rating: Sat. 

" ~ " ...... ....... 

Social lnclusion 

, Improving Selected Health and 
ducation Outcomes 

A. Healfh 
SUDDO~~ efforts to imDrove health service 
de&ery at the provincial level 

Reduction of infant mortality rate from 
14.4 Der 1000 births in 2005 to 12.0 per 

... 100Obirlhs in 2009. ~ 

Expand coverage of maternalchild healtt 
insurance from>O% of eligible population 
in 2005 to 50% in 2009 (9 NOElNEA 

Definition of core package of public 
health goods. 

,,P!?v!ncesr: ......... ~ " 

6. Education 
Improve coverage of pre-school 
education for children of 5 years of age 
in rural areas of Argentina by 2009 
(baseline 89% in 2003-04, target is 95% 

Improve effective promotion rate for 
classes 7-9 in rural areas (baseline 68% 
in 2003-04, target is 80% by 2009-10). 

.......... by 2009-10). ..................... " "..." 

Actual Outcomes 

certified and 30 more underway, 110,000 
workers in training, etc. 

w Bank support for a Provincial Maternal /-Child 
Health lnvestrnent Project was approved in 
November 2006. 
Main indicator of improved health service 
delivery is that over 650,000 persons that did 
not have health insurance now have it. As a 
result there have been over 80,000 baby 
deliveries in health institutions, and infant 
mortality dropped in the poorest regions of 
Argentina, by 26% in the Northwest and 16% in 

As of 2006 infant mortality was 12.9 per 1000 
births. 

....................... the Northeast. ~ ........................................................... ~ 

~ ..... ~ "_ - ._ . . As of 2008 coverage of maternalchild health 
insurance was 79% of eligible population. 

._ " ~ ...... 
The Bank and the Argentine authorities agreed 
on the definition of a core package in 
September 2007. 

. As of 2006, coverage of pre-school education 
for 5 year-old children in rural areas was 93.5 
percent. 

._ ................. " .... . As of 2006, the effective promotion rate from 
class 7 to 8 in rural areas was 81.4 percent. 

Comments 

1 Good Progress. 

................... " " ..... 
I Good Progress. The latest 

data provided was for 
_ 2006. ~ ~ 

Good Progress. 

.............. _ ................. 
Good Progress. Output 
was delivered but the 
outcome of the strategy is 
yet to be seen. 

Good Progress, 

... __ . 
Good Progress. 

. " . " ....... Mod. Sat. 
~ ~ ...... .......................... " ........... 

PROFAM IEG Outcome Rating: 
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Programmatic Poverty 2 Delivered 
......... Renamed- ~ ... The lnvisible Poor; A ._ Portrait of Rural Poverty in Argentina " ~ ~ .... .... ~ ~ _ ~ ...... "__ 

Programmatic Poverty 3 (Urban and Water) Dropped 
Programmatic Social Protection (Jefes Transition) Delivered 

Impact Evaluation of Health and Reform 
None. 

~ .... ~ ._ ~ .... ~ ... ~ -.... ~ I__ . ~ 

Renamed .._.. !nror.ma! ... Em~!o~,ment ...in..Ar~en~i.na .................. " "_ " 

l i . ~ ~ ~ . . ! e v e ! . . ~ ~ ! ~ c ~ s e m i n a r t o r a i ~ e . . a w a ~ ~ ~ ~ . ~ ~ ~ d . . ~ ~ ~ ~ . ~ ~ ! e . ~ ~ ~ . ~ ~ ~ ~ ~ ! ~ ~ ~ f e ~ ~ . . ~ ~ ~ ~ ~ e f ~ . ~ . . ~ ~ ~ ~ e ~ s ~  ..De!!vered _ _  .......... ~ __ 

Argentina CAS FYO6-08: Pillar 111 
lmiDrovins Governance Actual Outcomes 

)biectives 

Comments 

ub-obiectivesl 
laior Outcome 
leasures 

rengthening Public Institutions 

Deepen the emerging investment partnership in favor of 
institutional strengthening in selected areas of public 
sector management including expenditure management, 
transparency, and service delivery. 

Increase in user satisfaction of ANSES as measured by 
servicedelivery outcomes and by citizen satisfaction 
surveys. 

Expansion of the integrated financial management 
(SLU/web- SIDIF) system (baseline: SLU covered 71% 
of federal level public institutions in 2005). 
Expansion of the public investment management system 
(BAPIN 11) to additional provinces (baseline: 19 province? 
in 2005). 

............................................ " .... ........... ~ 

....... " ................. ~ ................................... ~ ". ........................ - 
For provinces participating in the Sub-national 
Governments Public Sector Modernization Project: (i) 
Percent of provincial expenditures on human resources 
operating under integrated payroll information systems 
has increased from 30% to 45% in 2008 (and 55% in 
year 2009); and (ii) Ratio between collected and emitted 
tax revenue for provincial real property and motor vehicle 
taxes has increased from 55 to 65 percent in 2008 (and 
70% in 2009). 

Argentina's rankings on WBl's Global Governance 
Indicators of "Government Effectiveness" and Control of 
Corruption" improve from current percentile ranks of 
42.3, and 42.9, respectively. 

............... " .... ............... ._ ... .... ............._".I ........................ . ......... _. . 

There was some progress in 
strengthening public sector 
management through 
improving service delivery (as 
seen from the following 
indicators). There was no 
improvement in public 
expenditure management in 
sub-national governments. No 
evidence for improved 
transparency was given. 

1 Average time for the provision 
of new benefits reduced from 
140 days in 2005 to 130 days 
in 2008. Data on citizen 
satisfaction is not available. 

1 SLU installed in 863 agencies 
which constitute.82% of 
federal level institutions. 

1 BAPIN II implemented in 23 
of the 24 provinces and 110 
federal agencies. 

" .................... ." " .............................................. 

...................................... 
1 Percent of provincial 

expenditures on human 
resources operating under 
integrated payroll information 
systems stands at 30% in 2008 
Ratio between collected and 
emitted tax revenues for the 
provincial real property and 
motor vehicle taxes stands at 
55% in 2008. ..... .... 

1 In 2007 the percentile ranking 
for Government Effectiveness 
was 51.7 and for Control of 
Corruption was 43.5. 

1 Some Progress, 

1 Some Progress. 

9 Good Progress. 

. - ............................ 
1 Good Progress. The 

output was delivered but 
the outcome of this 
measure is yet to be 
seen. . 

I No Progress on outcomes. 
However, participating 
provinces have developed 
a strategic plan to improve 
management, 
competitiveness and 
growth. 

.. 

~ 

1 Good Progress. 
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Public Investment Strengthening 
Model Court Development 

CAS 06 Lending ....................................................................... ................................................... ~ ~ _...._.-.~.I__ ~ ___ 
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IEG Rating: Mod. Unsat. 
IEG Rating: Mod. Unsat. 
IEG Outcome Rating: Mod. 

....... ~ ._ .... ~ ............................................... 

Sat 

Target Outcomes . Enhance government project mgt. capacity 
through: 
(i) a framework agreement to shift 

implementation responsibility from stand- 
alone Plus to line ministries; 

(ii) a fiduciary action plan to improve fiduciary 
control; 

(iii) institutional strengthening investments to 
build up capacity; 

," ...... " 
................ 

Actual Outcomes 

(i) A framework for phasing-out Plus was agreed in 
mid-2005 and PIU staff for repeater projects was 
reduced by 46% from 200415 and 2006. 

(ii) A fiduciary action plan is under implementation. 
Information on all Bank-financed contracts is 
posted on the web. Annual fiduciary assessments 
are now made for all Bank-supported projects. 

(iii) Bank loans for a second SlNTyS Project and a 
Second State Modernization project are 
successfully strengthening institutions and building 
capacity. The SlNTyS project established a 
coordinated data exchange system among public 
sector agencies, thus enabling a better decision 
making process and public policy management. 
Highlights of the outcomes are: 

(a) implementation of organizational methods and 
exchange processes, and data access among 
public agencies; 
b) agency support to improve data collection and 
entry, technical assistance and training; 

Comments 

Good Progress. All output 
indicators were reached. In 
addition, capacity strengthened as 
follows: 

1, Development of a webbased 
information system (known as 
SEPA) that provides the public 
with easy access to detailed 
information on all Bank-financed 
contracts in the country. 

2. A rnethoddcgy (known as IFPA) 
to simplify, summarize, and 
communicate technically 
complex fiduaary assessments 
(at the project and portfolio level) 
through an easily understood 
system of red, yellow, and green 
"traffic lights." 
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Institutional Strengthening TALs 
TA Components of investment loans 
Institutional Strengthening TALs 
TA Components of investment loans 
CPARs ....................... (Federal and Provincial levels) 

Accounting and Auditing Report (ROSC) 

" ........ " ... " .... " ..................... " On-going pre-CAS 06 Lending Support 

New IDA Lending Support 

Planned A M  CFAA ............... (Provincial ~ . levels) .... "_ - _" 

"_ . ~ ........................ ~ 

............................................................... 
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SlNTyS I 
State Modernization I 
SlNTyS II 
State Modernization II 
Dropped 

.................. Delivered ~ ~ ~ ~ 

Delivered 

" 

........... ~ 

" ......... ~ ......................... 

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

Target Outcomes i 

(iv) AAA to strengthen the dialogue on 
financial accountability and procurement; 

(v) enhanced supervision of projects at risk; 

(vi) twice annual portfolio reviews with the 
authorities. 

1 YO of problem investment projects by number 
declines continuously through the CAS period 
(baseline: 20.8% in 2005). 

1 % of investmen1 projects at risk by amount 
does not surpass 20% (baseline: 19.5% in 
fiscal 2005). . Audit compliance for Bank project increases 
from 45% (2005) to 60% (2006), 75% (2007) 
and 80% (2008). 

~ 

Actual Outcomes 
(c) provision of computer toots for the univocal 
identification and the exchange of data; 

(d) provision of tools and methods for data security; 
(e) improved control and audit processes to 
guarantee high quality and reliable data; 
(9 online connection and consultation services. 
The most noteworthy institutional strengthening 
outcomes are the norms established by many 
social programs, or even discharge procedures by 
some agencies which are already requiring the 
cross-referencing of their data with that available 
in the SINTyS. 

(iv) A CFFA and ROSC were delivered in FY07. 

(v) Additional budget allocations were made in 
FY05-08 to enhance supervision of projects at 
risk; 

(vi) Portfolio reviews have been done twice annually 
with the authorities 

1 After declining to 3.4 percent in 2007, problem 
projects by number rose to 25 percent in 2008 

1 Projects at risk by amount rose to 60 percent in 
2008. 

1 Compliance increased to 76% in FY06 and 81% in 
FY07. Afler dropping temporarily to 45% in FYO8 

Comments 
3. An intensification of dialogue 

between the Bank and 
Argentina's Supreme Audit 
Institution (AGN). Audit support 
activities have improved on-time 
audit completion and, more 
broadly, strengthened 
government audit capacity. 

4. A Price Monitoring Mechanism 
(PMM) on civil works contracts to 
help distinguish higher prices 
attributable to legitimate supply 
responses from artificial price 
inflation. 

1 NoProgress 

No Progress 

9 Good Progress 

the 80% target was recovered 3 months later. 

Instruments 
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CASCR Review 
For Official Use Only 

1. CAS Data 

Country: ARGENTINA 
CAS Year: FYO9 
CAS Period: FY2006- FY2008 

2. Background 

CASCR Review Period: July 1,2006 - December 31,2008 
Date of This Review: May 26, 2009 

Argentina sustained consistent economic growth over the CAS period, although the recent global financial 
crisis has had negative impacts on its economic condition. Real GDP growth slowed down from 9.2% in 
2005 to an estimated 6% in 2008. Foreign direct investment (FDI) as a percentage of GDP dropped from 
2.9% in 2005 to an estimated 1.3% in 2008. FDI as a percentage of gross fixed capital formation (GFCF) 
declined from 13.4% in 2005 to an estimated 5.5% in 2008. However, there were improvements in external 
debt levels as a percentage of GDP which improved from 72.6% in 2005 to an estimated 39.2% in 2008. 
After the 2001 -2002 financial crisis, Argentina’s banking sector recovered strongly from 2003 and over the 
CAS period. By mid-2008, some stresses emerged in the financial system. The banking sector has 
become vulnerable to political and social instability, and the nationalization of the pension system has 
eroded public confidence. As a result, very few Argentineans now make long-term deposits at local banks. 
The uncertainties arising from the global economy strongly fuelled by domestic political problems, 
especially the dispute with farmers over taxes and rising inflation and the economic deceleration, have 
given additional support to consumers’ skepticism about banks. 
In 2008, fixed capital formation fell by 2.8%, the first decline since 2002, hit by the global and local 
economic downturn and the sudden tightening of local credit conditions. In the wake of the current global 
financial crisis, the government‘s mission to stimulate growth at the expense of high inflation and a 
purposely undervalued currency created a fiscal crisis. Although in July 2008, consumer inflation was at 
9.1 % annual rate according to INDEC (the national statistics institute), unofficial estimates are that inflation 
was around 25% per year. (EIU) 
In September 2008, in terms of country credit risk, investors faced lower risks in Chile, Brazil, Peru and 
Venezuela than in Argentina (WDI-GDF). (See Annex Table 7). 
i. CAS Objectives. Against this scenario, the three pillars of the previous 2004 CAS remained valid during 
the current CAS. They were to provide the foundation for the new country assistance strategy covering 
FYO6-08: (1) sustained growth with equity, (2) poverty reduction and social inclusion and (3) 
improved governance. IFC was to complement WE3 by providing long-term financing and structured 
finance products to companies and projects in strategic sectors. IFC was to support the Bank Group 
assistance strategy, primarily contributing to the first CAS pillar of sustained growth with equity, in the 
area where IFC has comparative advantage. Strategic sectors included oil, gas and mining; agribusiness 
and forestry products; and the financial sector, with an emphasis on South-South, export-oriented small 
and medium-size enterprises (SMEs), or export facilitating projects. IFC was also to consider selected 
projects in the health and education social sectors and financial restructuring, with a focus on corporate 
social responsibility (CSR), sustainability, and advisory SME linkages under the second CAS pillar of 
poverty reduction and social inclusion. IFC’s ability to support the private sector through infrastructure 
and public services (utilities) projects was contingent upon the adoption of a clear and stable policy 
framework that would restore the conditions for private sector participation in infrastructure. The IFC 
Argentina CASCR claims that its projects met the first CAS Pillar’s objectives, whereas a project and an 
advisory assignment met were supportive of the second CAS Pillar’s objectives as well. However, there 
Nas no discussion about why no suitable investments were undertaken identified in the health and 
education social sectors. 
ii. IFC Investments. The IFC Argentina CASCR discusses the current and potential impacts of some 
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projects in the strategic sectors. It also highlights the mobilization role of IFC in each strategic sector. 
Although the CASCR mentions that IFC undertook 15 projects during the CAS period, the discussion in the 
CASCR only centers on was largely at the sectoral level and discussed only 4 projects. A more 
comprehensive discussion on the contributions of the other projects would have been useful in discerning 
IFC’s impact in the private sector. A good balance of IFC’s financial and developmental roles was evident 
through the mix of its investment projects in the strategic sectors, with demonstrated industry expertise 
support for international standards of both corporate governance and environmental & social sustainability. 
IFC invested in the agribusiness sector and in two small local oil and gas producers in the extractive sector. 
IFC also provided trade financing guarantees to three banks mainly for agribusiness SMEs. However, the 
rest of its investments were at relatively limited levels of financial risk to IFC with a heavily loan dominated 
portfolio (95% loans versus 5% equity by volume), and mostly with leading and larger companies. 
iii. IFC Advisory Services. There is no discussion of the 4 IFC advisory services that were undertaken 
during the CAS period. 
iv. Lessons Learned. This Review presents four lessons that emanated from the interviews conducted by 
IEG-IFC in the field pertaining to relationship managers, combined direct and indirect financing, synergy, 
and the current global financial crisis. 

3. IFC Areas of Focus during the CAS Period 

The main objective of the 2006-2008 WB-IFC Joint CAS was to seek opportunities to build an investment 
partnership with the Argentine Government. The main effort was to support the transition from a mode of 
“emergency response and crisis recovery” to a more sustained private sector-led growth. This was to be 
achieved with improved equity, reduced structural poverty and an appropriate policy framework for private 
sector development. A successful transition requires a long-term development strategy incorporating 
feasible policies to reduce social exclusion and strengthen governance. While there is a compelling need 
for investments in utilities for capacity expansion and growth, IFC did not expect to be active in utilities 
until there was satisfactory progress on the renegotiation of public service contracts, adoption of a clear 
and stable policy framework, and establishment of appropriate conditions for private sector participation. It 
was noted that IFC’s ability to support the private sector through infrastructure and public services 
projects would depend on the adoption of a clear and stable policy framework that would restore conditions 
for private sector participation in infrastructure, both in terms of existing and future investments in this area. 

I 4. Relevance of IFC Areas of Focus 
The 2006 CAS identified the first CAS pillar “growth with equity” as an area where IFC has comparative 
advantage. However, “growth with equity” is more related to social equity than to private sector lending, 
which is IFC’s area of comparative advantage. Therefore, this Review finds that although IFC has been 
making strides in its lending activities to reach frontier regions, SMEs and underserved segments, “growth 
with equity” is not IFC’s main expertise and therefore not an area of comparative advantage. 
During the CAS period, IFC’s interventions in Argentina were in line with WBG’s first and second CAS 
pillars, and. IFC’s activities were also in line with the IFC LAC regional strategy emphasis on providing 
increased access to finance to SMEs and infrastructure, with a country or regional approach to a sector 
(Le., financial markets and agribusiness). 
At the time of execution, the joint WB-IFC objectives in the 2006 CAS were appropriate, especially in light 
of Argentina’s objective to transition from an emergency mode to a more sustainable mode, and recover 
from the effects of its systemic financial crisis in 2001-2002. IFC’s combined investment and advisory 
services strategy to improve investment climate in Argentina was relevant to the country’s needs, and 
complementary with WB’s activities in supporting sustainable private sector-led growth. IFC was also to 
consider selected projects in areas such as the social sector, since the topic of “growth with equity” is 
relevant to social inclusion. However, no projects in the health or education sectors were undertaken, and 
no explanation or justification was presented in the CASCR. 
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5. IFC Activities during the CAS Period 
The CASCR mentions that IFC undertook 15 projects during the CAS period, and highlighted the 
mobilization role of IFC in all the strategic sectors. However, the discussion in the CASCR only centers on 
4 projects. The additional information in this Review is based on IEG-IFC’s independent research of 
project documents in I-desk and IFC Intranet, in addition to interviews they conducted in the field. 
Sector concentration and type of investments. By share of total net commitment volume, IFC’s 
operations in Argentina during the CAS period was concentrated in the financial sector for housing finance, 
trade finance, and on-lending to SMEs (47%); followed by extractive (28%); agribusiness (1 6%); 
infrastructure (ports and warehousing, 7%); and private equity funds (3%). By instrument, there were 3 
equity projects, and 14 loans. By type of business, there were 15 Existing projects; and 2 Greenfield 
projects in the financial and industrial sectors. However, most of IFC’s activities in the infrastructure, 
financial markets and private equity projects were agribusiness-related. 
Mobilization. Before this CAS period (during FYO4-05), IFC made investments in Argentina of $231 million 
and mobilized $90 million in B loans; or a mobilization of $0.39 for every $1 of investment. In sharp 
contrast, during the CAS period (FYO6-08), IFC’s mobilization was higher at $1 for every $1 of investment, 
based on total investments of $887 million and $883 million in B loans in Argentina. The average B loans 
of $30 million during the pre-CAS period more than doubled to $1 10 million during the CAS period. 
A. Investment projects 
New investments. During the CAS period (FY06-08), IFC undertook 17 operations in 15 projects for a net 
commitment of over US887 million, with an average project commitment of U S 5 9  million, at an average 
of 5 projects committed per year. IFC more than doubled its loan investment volume and project size, 
while mobilized .funds (B loans) more than tripled from $90 million to $883 million. However, equity 
investment volume dropped 67%, compared with the pre-CAS (FYO4-05). See Annex Table 1 for a list of 
IFC’s operations. See Annex Table 3 for a brief description of IFC’s investments during the CAS period. 
IFC’s investments in comparative perspective 
IADB commitments results in Argentina. IADB made 19 total direct private sector investments in 
Argentina during the CAS period totaling over US93.6 million. All 19 projects are loans and one has an 
equity component. By volume, 1.4% is equity and 98.6% are loans. As of FY08, IADB’s outstanding 
Argentina portfolio balance is about $58.4 million.2 
IFC investments as a percentage of GFCF and GDP in Argentina versus comparators. Argentina’s 
average GFCF flows over 2000-07 reached $37 billion. For every $1 million GFCF, IFC invested $3,234 in 
Argentina. For every $1 million of GDP, IFC invested $607 in Argentina. For every $1 million of FDI, IFC 
invested $30,106 in Argentina. Brazil received the highest FDI but in terms of IFC investment to FDI ratio, 
Peru did better. (See Annex Tables 9). 
IFC’s actual investments versus strategy 
IFC invested, as intended in its strategy, in the extractive, agri-business, financial, and infrastructure 
sectors with the objective of helping companies enhance their regional competitiveness through its 
investment operations, with the support of advisory services to further improve the business climate of the 
private sector. The CAS period, however, was predominantly agribusiness-related. Agribusiness was the 
most competitive sector in Argentina. 
During the CAS period, IFC invested in four operations in the extractive sector (PAE, PAE II, Diadema and 
Roch); two operations in the agri-business sector (Arcor and Arcor Expansion); eight operations in the 

* Source: Inter-American Development Bank (IADB), Washington D.C. The data presented i s  a summation o f  activities approved by the Inter- 
American Development Bank, the Inter-American Investment Corporation (IIC) and the Multilateral Investment Fund (MIF) figures. O f  the 19 
projects approved in FY06-08,2 are IADB, 15 are IIC and 2 are MIF. As a share o f  $93.6 million in total net commitments, 5% are IADB, 47% 
are I IC and 5% are MIF. As a share o f  $58.4 million in total outstanding balance as o f  FY08, 5% are IADB, 90% are IIC, and 5% are MIF. 
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The lower success rate of Argentina (47%) compared with the LAC Region (63%) is largely due to a 
confluence of poor financial, economic, and environmental performance of the businesses, and the effects 
of the crisis on the business climate. However, the DOTS development outcome success rates of 
Argentina projects are significantly higher in the more recent cohort covering FYOO-05. 
IEG-IFC evaluation ratings. There are no projects approved during the CAS period that were evaluated 
by IEG-IFC because they have not reached maturity (Le., at least 5 years of operational activity). For the 
projects approved pre-CAS (FY92-04), there are 37 projects evaluated during CY96-08, of which 57% have 
development outcome ratings of mostly successful or higher, and 43% with mostly unsuccessful or 
/owe< and 51 % have investment outcome ratings of satisfactory or higher. 
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IFC Supervision Credit Risk Ratings (CRR): For the projects approved pre-CAS (FYO4-05), there are 10 
Argentina investments with CRR ratings of which 2 have equity ratings. For the projects approved during 
the CAS period, there are 18 investments with CRR ratings of which 4 have equity ratings. By instrument, 
the average CRR of the loans in both periods is low risk with of a slight improvement in loan ratings in the 
CAS period, while the average CRR of the equity investments in both periods remained virtually the same 
at moderate risk. 
B. IFC Advisory Services 
During the CAS period, IFC undertook 4 advisory services in Argentina: 2 Corporate Advice (CA), and 2 
Environmental and Social (ESS) assignments through the Technical Assistance Trust Fund totaling over 
$1.3 million of total donor funding received during the CAS period. These were in the extractive, power, 
and tourism sectors; and one to support the WB Development Market Place. See Annex Tables 2 &6. 
Advisory Services by Business Line. Overall, TATF has been the main provider of donor funding for 
advisory services. By business line, IFC’s advisory services in Argentina have been predominantly ESS 
comprising 85% of total funding of $1.3 million; and CA, 15%. See Annex Table 5. 
CAS objectives regarding deployment of advisory services. During the CAS period, IFC undertook 4 
advisory services to improve the business environment of Argentina mainly through promoting income 
generating opportunities in support of SMEs and reducing business costs. In addition, IFC also provided 
advisory services to assess and improve business activity in the tourism sector. One advisory assignment 
was linked with an investment project (PAE). 

6. IFC Investment Outcomes 

Profitability. IFC’s investments in Argentina approved during the CAS period registered an estimated 
gross profit contribution by end-FY08. If overhead costs were to be included, the net result would still be 
positive. There are no loan loss reserves. Three investment projects, however, register an overall loss. 
Overall, IFC’s Argentina investments approved during FYO6-FY08 show an estimated positive gross 
profitability rate of 8% as a percentage of total outstanding loans and equity for the period, excluding all 
overhead costs. The estimated gross profitability rate of Argentina’s CAS projects is much lower than IFC’s 
29% and LAC Region’s 27%, perhaps because of the low level of equity investments. (RMS & MIS Database) 

7. IFC’s Contributions to Private Sector Development 

Extractive Industries. Roch’s CEO cites IFC’s deep sector expertise and rapid decision-making process 
as instrumental to its outcomes. In Diadema, IFC’s seal of approval, sector knowledge, flexible and 
counter-cyclical financing in times of crisis, helped the company obtain IS0 certification to be in line with 
international best practices, and double its production level which has contributed to Argentina’s exports, as 
well as royalties to the Chubut Province, fees for the local land-owners, and tax revenues for the country. 
IFC’s additionalities in Roch and Diadema are long-term financing, corporate governance and environment 
and social sustainability. IFC’s guarantee enabled PAE to help manage the perceived political risks in a 
challenging sector. IFC assisted PAE with an insurance framework, linkages, and social responsibility. 
Anribusiness. Through IFC’s loan to Arcor, a leading producer and distributor of candies, chocolates and 
biscuits, IFC strengthened Arcor’s financial structure and sustained its regional expansion. Arcor has 
more than 13,900 employees in Argentina, with a substantial portion located frontier provinces such as 
Catamarca, Entre Rios and Tucumdn. Arcor has developed more than 160 SMEs to work as exclusive 
iistributors, employing more than 2,500 salespeople. IFC recommended that Arcor rebuild the sugar mill 
to recapture carbon emissions. IFC’s additionalities in Arcor were in providing long-term financing, 
snvironment and social sustainability, and currently, counter-cyclical financing. 
Financial Markets. IFC provided a credit line to BACS to support the mortgage sector. IFC also 
supported the agribusiness sector through a credit line to Banco Galicia; global trade finance guarantees 
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to three banks (Banco Frances, Banco Patagonia, and Banco Supervielle; and an equity investment in 
Pampa Fund. IFC’s credit line to BACS is IFC’s first investment in Argentina’s mortgage sector after the 
2001 crisis. However, BACS underwent a severe crisis and its financials still reflect a relatively low volume 
of activity. Due to the global financial crisis, construction declined and BACS’ operations were severely 
constrained. Currently, the BACS portfolio team is under advice of SOU. Banco Gaiicia finances 
agribusiness SMEs through a credit card called “Galicia Rural,” where IFC could participate with equity in 
regional credit tailored to underdeveloped rural areas. Domestic credit provided by the banking sector as a 
percentage of GDP had been declining since 2002 (See Annex Table IO) .  IFC played a catalytic role in 
mobilizing foreign international capital for Pampa Fund, and aligned the Fund’s structure with international 
best practice standards. Overall, IFC’s additionalities in the sector were equity financing, industry 
expertise, environment and social sustainability, and enhancing trade through export and SME financing. 
infrastructure. Physical infrastructure is being eroded due to the lack of private investment on top of an 
inadequate regulatory framework (EIU). Nevertheless, IFC invested US$53 million in infrastructure. IFC 
provided a loan to Timbues for the construction and operation of a soy bean river port terminal at Timbues, 
which is the first port project ever constructed by Noble Argentina in the world. IFC helped Noble Argentina 
enter the port terminal business which was replicated in Brazil. Based on interviews with the firm, the 
processing time from negotiations to signing took 8 months, but the loan terms and grace period were 
satisfactory. In TRP, IFC’s additionalities were IFC’s seal of approval and flexible financing. 
Summary. The CASCR discussed the current and potential impacts and highlighted the mobilization role 
of IFC in each strategic sector. However, the CASCR discussion centered only on 4 projects. A more 
comprehensive discussion of the other projects would have been useful in discerning IFC’s impact in the 
private sector. IFC made investments in each of the sectors identified as strategic priorities for Argentina in 
the CAS, but omitted the health and education sectors. Moreover, although IFC invested in the leading and 
largest firms of the targeted sectors (PAE, TRP, Arcor, Banco Frances) where the potential for each 
entity’s impact would be substantial, IFC’s activities for private sector development were constrained by 
internal factors (e.g., processing time) and external factors such as the current crisis impacting various 
sectors, which is beyond IFC’s control. IFC’s also faced competition with bilaterals such as FMO and Kfw- 
DEG. IFC’s additionality during the CAS period fulfilled a balance of its financial and developmental roles, 
with evidence of industry expertise support for international standards of both corporate governance and 
environmental & social sustainability in Arcor, Roch, Banco Galicia, Pampa Fund, Timbues and Diadema. 
IFC employed a selective strategy, which is compatible with the regional strategy, and worked with companies 
with strong sponsors. IFC invested in Arcor in the agribusiness sector that traditionally has been considered 
to be high risk (13.5% of total investment volume during the CAS period). IFC invested in Diadema, a small 
local oil and gas producer. In Roch and Pampa Fund, IFC injected funds which were not easily available in 
Argentina’s debt and equity capital markets. IFC also provided trade finance guarantees to three banks 
mainly for on-lending to agribusiness SMES. 
However, due to failed operations and a downturn in the construction market, BACS was not able to 
contribute in the mortgage sector as planned. IFC’s investments were at relatively limited levels of financial 
risk to IFC with a heavily loan dominated portfolio (95% loans versus 5% equity by volume), and mostly with 
larger clients. Overall, IFC’s activities were largely focused in two competitive sectors, energy and 
agribusiness since IFC’s activities in infrastructure, financial markets and private equity were mainly related 
to agribusiness. IFC should continue to try to fully leverage the presence of the WB and IADB in Argentina, 
particularly to provide more effective advisory services, to help improve the investment climate and promote 
private sector development in light of the effects of the current global financial crisis in the country. 

~~ ~ 

8. IFC’S Contribution to CAS Objectives 

Pillar 1: IFC’s investments supported the first CAS pillar of sustained growth with equity by playing an 
important role in providing access to long-term credit to SMEs and frontier regions of Argentina to finance 
their capital expenditure and capital expansion programs. IFC provided long-term financing both for its own 
account and through its syndication program to help the companies in the strategic sectors develop and 
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grow. The growth and success of these companies, in turn, had a positive impact on exports, job creation, 
development of employee skills, transfer of knowledge, and for consumers in the Region. In Diadema, IFC 
supported one of Argentina’s family-owned oil & gas producer located in Chubut Province, a remote and 
less developed province in southern Argentina. In Roch, IFC strengthened its capital base to position this 
family-owned company as an independent oil and gas producer. 
Pillar 2: Arcor is in line with the second CAS pillar of poverty reduction and social inclusion for 
having a strong corporate social responsibility culture, which supports programs in education, training, 
health, culture, and research, through the Fundacion Arcor and lnstituto Arcor Brazil. Arcor is in line with 
IFC’s LAC regional strategy in contributing to sustainable economic growth by supporting a family-owned 
company’s domestic and regional expansion. Arcor operates in a strategic sector and is export-oriented 
with Soufh-South expansion plans. IFC’s unique role was supporting growing companies operating under 
volatile financial markets. IFC also supported awardees from the Southern Cone Development 
Marketplace, through advisory service. A total of 100 innovative projects received grants of $10,000 each 
to implement projects in the areas of environment, health promotion, inclusion of discriminated groups, 
culture, education and training, gender equity, and recreation and sports. 48 winners were from Argentina. 
Synernv: As intended in the CAS, IFC coordinated closely with the private sector department of IADB, 
and developed a joint approach infor its projects in the financial and infrastructure sectors (Banco Galicia, 
Banco Frances, and TRP), both in the pre-CAS and CAS periods. However, there was very little evidence 
of substantial collaboration with the World Bank, except for the Southern Cone Development Market Place. 
During the CAS period, the collaboration with the World Bank was generally low due to the strain put in 
place by investment disputes between investors and the authorities. The latter posed a challenging 
situation as the WBG, through IFC and IBRD, needed to approach these situations from both the investors’ 
and authorities’ points of views. Currently, coordination and collaboration with the Bank on the ground has 
improved with consultation on a more frequent basis, keeping each institution abreast of each other’s 
programs. 

9. Lessons and Challenges from Past Experience 

0 Relationship Managers. According to our clients, IFC’s relationship managers will also need to be 
more proactive in business development and be closer to clients; identifying projects at an earlier stage in 
order to provide a developmental role. In the case of Timbues, wherewhen the relationship manager is 
located outside Argentina (Le., IFC Turkey), communication and relationships can become more 
complicated when geographical region and local market knowledge become barriers. Yet, TRP was less 
effective. The client may not also be aware of the existence of an IFC office in Buenos Aires. Therefore, a 
relationship manager is more useful if he/she develops close relationships with the client and is stationed in 
the country where the investment is located. 
0 Combined Direct and Indirect Financing. IFC is indirectly financing farmers in Argentina through 
processors (e.g., Arcor), through banks (e.g., Banco Galicia), and through private equity funds (Pampa 
Fund). As in the case of Arcor, the Argentine banks are reducing their exposure to the agribusiness 
sector and there are not many sponsors interested to lend either. IFC might also consider providing more 
direct and indirect financing, particularly for agro-export financing, and utilize advisory services to develop 
agribusiness linkages, all of which have been constrained by the current fiscal crisis. 

Synergy. IFC should continue to seek more opportunities to work more closely with and fully leverage 
WB’s and IADB’s presence in Argentina by offering its expertise/advisory resources particularly in 
regulation reforms needed in Argentina to help make Argentina’s private sector more attractive to investors. 
The Doing Business enterprise ratings highlight the regulatory barriers in Argentina. (See Annex Table 11). 
Collaboration between WB and IFC can begin afresh with the new Country Directors in both institutions. 

0 Global Crisis. Going forward, IFC faces the challenge of providing additionality through investment and 
advisory services in viewbf the global financial crisis affecting Argentina. IFC may need to find ways, by 
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learning from experience in countries that have successfully come back on track after a country financial 
crisis, to reach more SMEs in frontier regions and possibly second-tier agribusiness companies. IFC could 
also explore the creation of liquidity facilities to help the Argentine banks under implementation by IFC. 

Reviewer: Victoria Viray Mendoza Stoyan Tenev, Head, Macro Evaluation, IEG-IFC 

Peer Reviewer: Miguel Angel Rebolledo Amitava Banerjee, Manager, IEG-IFC 
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Sustamability - In Development 
539643 PAE Acambuco Active Argentma Extractive ESS Soclal Responsibility Gender- 

related Busmess Opponunities 
100% 
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Sustamable Energy Market 
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Corporate Advice - In 

2008 $ 377,000 
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Standard Annex Tables 
Table 1: IEG- IFC List of Investment Operations in Argentina, Pre-CAS and CAS Period (US$'OOO) 

Average Project Size (Pre-CAS) 
Average Net Loans (Pre-CAS) 
Average Net Equity (Pre-CAS) 
Average Net Commitment (Pre-CAS) 
Average commAments per year (Pre-CAS) 
Average B Loan (Pre-CAS) 
Average number of projects for the period (Pre 
Average Loan CRR Rating (Pre-CAS) 
Average Equity CRR Rating (Pre-CAS) 

.CAS) 

102,025 
31,033 
40,000 
33,000 
95,500 
30,000 

4 
3.3 
4.0 

Average Project Size (CAS) 
Average Net Loans (CAS) 
Average Net Equity (CAS) 
Average Net Commitment (CAS) 
Average commitments per year (CAS) 
Average B Loan (CAS) 
Average number of projects for the period (CAS) 
Average Loan CRR Rating (CAS) 
Average Equity CRR Rating (CAS) 

214,527 
70,604 
13,353 
59,154 

295,768 
110,375 

5 
3.0 
4.0 

Note: Net Commitments is derived by taking Original Commitments less Cancellations. 
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Table 3: Brief Description of IFC's investments 
Project Name Project description 

PAE I, PAE II In FY05, IFC provided a loan of $120.5 million to Pan American Energy (PAE I), a joint 
venture of BP, one of the largest energy companies in the world (60%) and Bridas (40%, a 
family-owned business, intended for the continued development and production of the Cerro 
Dragon oil and gas field in the south of Argentina. In FY08, IFC provided an additional loan of 
$150 million to PAE II. 

Timbues Port I 
and Timbues II 

Arcor Group and 
Arcor Expansion 

In FY06, IFC provided a loan of $18 million to Timbues Port for the construction and operation 
of a grain port terminal at Timbues. This project is a joint venture of the Infrastructure 
Department (CIN) and the Agribusiness Department (CAG). In 2008, IFC mobilized a B loan 
package amounting $10 million for Timbues II. 

Arcor Group and Arcor Expansion: In FY06, IFC provided a loan of $70 million to Arcor 
Group, in the food 8, beverages industry for financial strengthening and sustainability of 
regional expansion to Brazil, Chile and Mexico. In FY08, IFC provided an additional loan of 
$50 million for the expansion efforts of Arcor. 

BACS WCL II In FY06, IFC provided a second credit line of $25 million to Banco de Credit0 y Securitizacion 
Warehousing Credit Line intended for housing finance. 

Diadema Field 
Development II 

In FY06, IFC provided a loan of $50 million to help finance capital expenditures to double 
production capacity of Diadema oil and gas fields located in Comodoro Rivadavia, Chubut 
province, in southern Argentina. 

Socma Settlement This subproject in the transport & warehouse sector is an exit mechanism to sell IFC's equity 
shares in Socma and Sideco. As of end-FY08, $4.6 million has been pre-paid, and $2.4 
million has been repaid, for a combined total of $7 million. 

Pampa Fund In FY08, IFC invested $20 million in equity in Pampa Agribusiness Fund, a private equity fund 
to make growth equity investments in agribusiness companies in South America, primarily in 
Argentina and Brazil. 

Bco Galicia CL II 
and GFG 
Preferred 

In FY08, IFC provided a $50 million credit line to Banco de Galicia, the largest private bank in 
Argentina, for on-lending to agribusiness SMEs. IFC is a 0.5% shareholder in Grupo 
Financier0 Galicia (GFG) via preferred shares acquired as part of the Bank's foreign debt 
restructuring. Banco Galicia II reached SMEs in frontier provinces such as Catamarca, 
Cham, Corrientes, Entre Rios, Formosa, Jujuy, La Rioja, Misiones, Salta, San Juan, Santiago 
del Estero, and Tucuman. 

~ 

Roch In FY08, IFC invested $17 million in equity in Roch to accelerate development of the 
company's reserves of natural gas. 

TRP Project In FY07, IFC provided $35 million in loans to Terminales Rio de la Plata (TRP), 100% owned 
by Dubai Ports World (DPW), one of the largest port operators in the world, to refinance 
TRPs existing indebtedness totaling US$70.2 million. 

~ 

GTFP BBVA 
Frances 

$271.55 million in FY07. Banco Frands, a universal bank based in Buenos Aires, focuses on 
corporate, retail banking, and asset and pension fund management, mainly for agribusiness 
SMEs. Banco Frances is currently the fifth-largest bank in Argentina by total assets, and the 
third-largest in terms of deposits; currently operates the second-largest branch network of 
Argentina's private sector banks, and specializes in SME lending. 

GTFP Patagonia $245,000 in FY07. Banco Patagonia is a payroll agent in Argentina. This trade finance is 
mainly for agribusiness SMEs. 

GTFP Supervielle I $6.952 million in FY08. Banco Supervielle focuses on SMEs. 
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Table 6: Brief description of IFC Advisory Services in Argentina 
Project Description 

PAE Acambuco (ESS). In July 2007, with donor funding of $377,000, IFC promoted income-generating 
opportunities for micro-entrepreneurs in communities near its gas operations; and helped build 
management capacities of the municipalities in the Acambuco area. This advisory is linked with the Pan 
American Energy (PAE) investment. Based on field interviews with the firm, PAE’s activities have an 
enormous positive economic and social impact in the Comodoro Rivadavia community. PAE is 
developing an M&E system, with support from IFC, to measure the development impact of its social 
programs. 

GEF Argentina Efficient Street Lighting Program (ESS). In September 2007, with donor funding of 
$736,250 from the Global Environment Fund (GEF), IFC provided advisory services to the Government of 
Argentina to systematically promote development of innovative commercial market for implementing and 
financing energy-efficient municipal street-lighting projects through private sector means. The program 
was to focus on: (a) removing municipal credit, information, high transaction cost and regulatory barriers 
to privately-sponsored municipal street-lighting project finance, and (b) assembling transactions. This 
project is now closed. 
LK: Tourism Assessment (CA). This is a regional project covering Uruguay and Argentina. In March 
2008, with donor funding of $100,560, IFC supported two universities to undertake an assessment of 
Argentina’s tourism sector in the region of Gualeguaychu to identify future advisory assistance activities 
and select future downstream activities that would be supported by a future linkages program. This 
project is now closed. 

Southern Cone Marketplace (CA). In December 2004, with donor funding of $100,000, IFC’s LAC 
Department provided a grant of US$lOO,OOO to fund a portion of the Southern Cone Development 
Marketplace (SCDM), a regional development marketplace organized by the World Bank. SCDM aimed at 
developing a platform for creative and innovative ideas that contribute to strengthening civic values among 
poor and vulnerable youth in the Southern Cone countries of Argentina, Uruguay, Paraguay and Chile; 
and consist of two components: (a) a competition of innovative projects, and (b) a knowledge forum that 
will bring together examples, thinking and practice from the region and beyond. The proposed 
US$lOO,OOO grant was in response to a request from the Bank for IFC participation as a sponsor of the 
SCDM, and was used to fund ten award winners from the competition. 

Table 7: IICCR Ratina: Investors face lower risks in Chile, Brazil, Peru &Venezuela than in Argentina 
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Table 9: Argentina Gross fixed capital formation and GDP vs comparator countries 

Brazil 108,271 94,063 82,900 84,405 106,843 143,576 179,347 290,473 136,235 
Chile 15,707 14,894 14,340 14,907 18,304 24,519 28,075 31,213 ' 20,245 
Peru 10,767 10,015 9,963 10,916 12,502 14,949 17,826 20,966 13,488 

l Aqentrna 3,462 2,861 2,048 3,058 3,356 3,562 5,631 1,890 3,234 I 
Brazil 1,329 1,571 5,443 3,772 877 2,792 2,677 1,752 2,527 
Chile 318 3,102 12 6,521 3,169 653 1,834 929 2,067 
Peru 9,343 2,471 4,356 8,135 5,439 2,569 2,468 11,529 5,789 

Brazil 644,476 552,289 505,904 552,469 663,760 882,475 1,067,815 1,314,170 772,920 
Chile 75,775 68,568 67,265 73,986 95,678 118,182 146,437 163,915 101,226 
Peru 53,290 53,936 56,772 61,347 69,758 79,462 93,194 109,088 72,106 

IFC Orig. Commitments I GDP m 2001 2 0 2  2003 2004 2005 2006 2007 A w e  
Argentina 561 406 245 463 643 764 1,323 448 607 
Brazil 223 268 a92 576 141 454 450 387 424 
Chile 66 674 3 1,314 606 135 352 177 416 
Peru 1,888 459 764 1,447 975 483 472 2.216 1 oaa 

Brazil 32,779 22,457 16,590 10,144 18,166 15,086 18,782 34,585 21,071 
Chile 4,860 4,200 2,550 4,307 7,173 6,984 7,358 14,457 6,486 
Peru 810 1,144 2,156 1,335 1,599 2,579 3,467 4,354 2,180 

Brazil 
Chile I Peru 

4,389 6,579 27,201 31,387 5,156 26,604 25,563 14,719 17,700 
1,029 11,001 70 22,566 8,086 2,291 6,999 2,005 6,756 

124.244 21.630 20.131 66.511 42.526 14.691 12.893 55.510 44.767 

46,020 38,099 12,205 19,618 29,351 39,306 50,347 62,147 37,136 
108,271 94,063 82,900 84,405 106,843 143,576 179,347 290,473 136,235 

Chile 15,707 14,894 14,340 14,907 18,304 24,519 28,075 31,213 20,245 
Peru 10,767 10,015 9,963 10,916 12,502 14,949 17,826 20,966 13,488 

Brazil 1,329 1,571 5,443 3,772 877 2,792 2,677 1,752 2,527 
Chile 318 3,102 12 6,521 3,169 653 1,834 929 2,067 1 Peru 9.343 2.471 4.356 8.135 5.439 2.569 2.468 11.529 5,789 

GDP (current US$ billion) 2 m  2001 2002 2003 2004 2005 2006 2007 Average 
Argentina 284,204 268,697 102,040 129,597 153,129 183,193 214,241 262,331 199,679 
Brazil 644,476 552,289 505,904 552,469 663,760 882,475 1,067,815 1,314,170 772,920 
Chile 75,775 68,568 67,265 73,986 95,678 118,782 146,437 163,915 101,226 
Peru 53,290 53,936 56,772 61,347 69,758 79,462 93,194 109088 72,106 

IFC Orig. Commitments I GDP 2om 2001 m2 2003 2004 2005 2m 2 0 7  Average 
Argentina 561 406 245 463 643 764 1,323 446 607 
Braz I 223 268 892 576 141 454 450 387 424 
Chile 66 6 74 3 1,314 606 135 352 177 416 
Peru i,a6a 459 764 1,447 975 483 472 2216 1,088 
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Brazil 32,779 22,457 16,590 10,144 18,166 15,066 18.782 34,585 21,071 
Chile 4,860 4,200 2,550 4,307 7,173 6,984 7,358 14,457 6,486 
PeN 810 1,144 2,156 1,335 1,599 2,579 3,467 4,354 2,180 

Brazil 4,389 6,579 27,201 31,387 5,158 26,604 25,563 14,719 17,700 
Chile 1,029 11,001 70 22,566 8,086 2,291 6,999 2,005 6,756 
PeN 124,244 21,630 20,131 66,511 42,526 14,891 12,693 55,510 44,767 

Table I O :  Domestic credit provided by the banking sector as a % of GDP has been declining since 2002. 
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Table 11: PSD indicators for Argentina plus comparators (Region and All countries): 
Doing Business Report 

P w A - - * A P %  _-ŵ __- __XI_-- 

35.74 
.03 26.61 

~~~~~~ - I% ~~~~~~~~~~ x- I - ~ ~ ~ ~ - ~ ~ ~ ~ ~  % of Firms Identifying Tax Rates as Major Constraint 
% of Firms Identifying Tax Administration as Major Constraint 

62.34 36.77 

- ~~~ -*-- , * P N 1  rn ~~~~~~~~~- 

30.28 
mit 54.51 78 1 

** -x--- 

175.83 52.9 
""I -*----e 

Days to Obtain Operating License 
Days to Obtain Constr 

% offirms/dentifying B " s i n ~ ~ n ~ e ~ ~ ~ ~  14.35 14.96 14.73 
Constraint 

-?# ?-- 11-1 w 

e*-*_ _*" ,---- -*- - s h - - P a  

Days to Obtain Import License 51.89 25.38 19.09 
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W l t l  m-1--̂___111...11 ~~~~~~~ % * r n r n M . Z ' * P  -1 e*--*- 

% of Firms Expected to Pav Informal Pavment to Public Officials (to 18 72 23.44 35 53 
-*PI-- P P - - * I " - I "  *- **hs--< 

- x  G * -? Donek- - 
% of Firms Expected to Give Gifts to Get an Operating License 5.71 10.82 15.93 

25.27 % of Firms Expected to Give Gifts In Meetings With Tax Officials 
% of Firms Expected to Give Gifts to Secure a Government 25.08 18.83 26.91 
Contract 
% of Firms Identifying Corruption as a Major 

_..l^.illllll_lYW ~ ~ ~ - - ~ ~ ~  1e-v- -w ~ - - ~ ~ ~ ~ ~  ~ . ~ , ~ ~ ~  
7.15 4.31 

m v - "  - * 7 m W - P -  x( u v -  -*a*-#. P a "  - 1.v- 

59.92 5 z 4 7  32 
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% of Firms Pavina for Securitv 75.66 64.28 60.97 
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. "  
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Losses Due to Theft, Robbery, Vandalism, and Arson Against the 3.74 2.9 1.98 

I__ ***- *-Lx- *- L u - ~ - x x c - ~  

Products Shipped to S u V M a r m t o  Theft 1.28 0.78 
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(%)* 
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20.53 

% of Firms expressing that a Typical Firm Reports less than 100% 49.09 49.61 45.66 
-I "- *- v---<- 

of Sales for Tax Purposes 
% of Services Firms Competing Against Unregistered or Informal 56.1 66.99 63.46 

m- --- - w m  W b " ? - - * l - l _  

Firms 
% of Firms Formally Registered when Started Operations in the 93.76 92.32 90.78 
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Country 
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% of Firms with Line of Credit or Loans from Financial Institutions 39.39 45.75 33.34 
16.13 6~~~ 17 % of F i r m s ~ ~ s ~ ~  

% of Firms Using Banks to Finance Expenses 28.67 34.68 27.56 

~~ 

- x _ _ x  ~~~ , ~ - ~ ~ ~  ~~~~~~~ 

137.67 Value of Collateral Needed for a Loan (% of the Loan Amount) 
% of Firms Identifying Access to Finance as a Major Constraint 38.48 28.01 29.24 

--'- 
160.41 136.95 -- .L--- - --* 

Number of Power Outages in a Typical Month 1.29 2.97 11.36 
Value Lost Due to Power Outages (% of Sales) 
Delay in Obtaining an Electrical Connection (days) 46.19 34.17 30.32 

Month* 

w*--* P ww-*a* - v v  * v - P # P  v - M - * * T P - *  -HA&++ * v _ * * . _ I I ^ I I . x I  -m~m 

4.1 1 4.31 
~ ~ ~ ~ , ~ ~ ~ , -  -- - ~ ~ ~ ~ ~ ~ - ~  e** ~~~~ 

I .37 

~~~~~ -* 
A v e r a ~ o ~ r  1.48 4.01 7.43 

% of Firms Offerina Formal Trainina* 52.15 43.96 37.98 


