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PREFACE

The International Centre fo r  Industrial Studies,

Regional and Country Studies Section, has undertaken, 

under its  1978-1979 work programme, the preparation o f 

a series o f Country Industrial Development PrcAile s .

These p ro files  are desk studies, providing s ta t is t ic a l 

and economic analyses o f the industry sector, its  growth, 

present status and future prospects. I t  is hoped that 

the p ro files  w ill  provide analyses o f use to programming 

technical assistance, industrial redeployment and 

investment co-operation a c t iv it ie s .

This p ro file  on Argentina is based on documents, reports 

and studies available at UNIDC Headquarters. No fie ld  

survey has been undertaken and seme o f the data on industry 

are not up-to-date.

Tbe views or comments contained in th is document do 

not re fle c t  those o f he Government o f Argentina no*- ao they 

o f f ic ia l ly  commit the FJnited Nations Industrial Development 

Organization to any particular course o f action.
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Chapter I

GENERAL ECONOMIC BACKCSOUNB

Argentina occupies an area o f 2.8 m illion square kilometers and 

is , a fte r  B razil, the largest land mass in Latin America. Its  

population is  just ovv'.r 26 m illion . One-third o f thesi l iv e  in the 

Greater Buenos Aires Area. By most o f the current development standards, 

Argentina is  in the top rank o f the developing nations. ^  Gross domestic 

product per capita in 1970 prices was UStl^ZU in 1978, the second highest 

in Latin America, Venezuela, having a GBP per capita o f US $1,379 in 

i970 prices. The adult lite ra cy  rate is  above 90 per cent. The ca loric  

and protein intake is  126 per cent and 105 Fer cent, respectively , o f 

normal requirements. L ife  expectancy fo r  the adult male ar.d female is 

in the upper s ix t ie s . Access to e le c t r ic ity  is  available to over 80 per 

cent o f the population. While infant mortality- was registered at 63-1 

per thousand in the vear 1970, there was a considerable geographical 

dispersion. In the federal Capital, i t  was 42.1 and in La ?ampa only 

37• 3» but in the pro mce o f Jujuy, i t  was 132.6. Paved roads, although 

concentrated around tee main urban areas, reaches to a l l  o f  the provincial 

capitals and to a considerable number o f lesser c it ie s .  The population 

growth rate has been stead ily  declin ing over the past quarter o f a century: 

from 2.0 per cent in 1950 i t  declined to 1.4 per c .it  in 1964 and then to

1.3 per cent in 1971, where i t  has held s.eady.

Gross domestic product

The decade o f the s ix t ie s  and early seventies were generally j 2ars 

o f steady growth in gross domestic product. GBP annual growth rates wer«.

\J Not a few persons, inside and outside o f Argentina, would place
Argentina among the lower rankB o f the industrially developed nations.
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4.4 per cent in 1965c 4.8 per cent in 1971, 6.1 per cent in 1973 and

6.5 per cent in 1974. Following two years o f decline in 1975 and 1976 

(years o f world recession follow ing the jump in the price o f o i l ) ,  o f

1.3 per cent and 2.9 per cent, respectively , economic a c t iv ity  rose 

by 4.4 per cent in 1977 (Table 1). Economic growth since i 960 has 

caused certain changes in the structure o f Argentinian gross domestic 

product, as can be eeen in Table 1. The agricu ltural sector 's  share 

in GDP declined from 16.6 per cent in 196O to 13.0 per cent in 1977-

The manufacturing sector, however, improved its  contribution to the national 

economy from 31.1 per cent o f GDP in i960 to 36-5 per cent in 1977.

Gross domestic f ir id  investment

Expenditures for gross domestic fixed investment for the period 

196O througu 1977 (in  constant prices) show a rising trend over the 

past two decades commensurate with the increase in gross domestic product, 

with the result that its share of GDP has remained fa irly  constant. (By 

the same taken, consumption has maintained its share of GDP over the 

same period). Except for a couple of years, GDFI has not fallen bellow 

20 per cent of GDP. Prior to the 1975/76 c r is is , i f  had reached 23-3 per 
cent in 1972. Private investment has represented just under two-thirds 

of gross domestic fixed investment over the years, but it declined sharp

ly with the advent of the crisis of 1975 and 1976. In 1976 and 1977, 

the private sector's share plummeted to 39*6 per cent and 32.8 per cent, 

respectively. This helps to explain in part the rise in the share of public 

investment in the same years, which also had the result of raising GDFI to 

a record level in 1977» 8.7 per cent over the previous high of 1974.

(Tables 2 and 3).



I
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Table 2. Gross domestic fixed  investment as share 
o f gross national product. 1960-77

{%)

1560 20.6 1973 22.0

1965 17.3 1974 21.4

*•970 21.8 1975 20.2

1971 22.8 1976 19.8

1972 23-3 1977 22.6

Source: Computed from GDP and gross domestic fixed  in” estment
figures contained in World 3ank Report >fo. 2208^Ailf 
op, c i t .



' J'uU' O í . A r ^ i n t i n u  -  th»Hu»ut i o 1 t ii»«,n 1 >1 f>»ii.*.l»>n t ] >r t i : nnf f

(  i n  « t l l l i o u t »  £•«)

lSi^O 1965 1970 19/1 1972 1973 1974 1975 1974 »*»7 ¿ i

Cru** d¿c. « « i i c  f l sad l i w * t t » * n t ,  by «saeta 2,079.1 2,167.5 3,334. 0 3,648.9 3,838.3 3,850. 7 4, 001. 2 3,713. 6 3.514.7 4,230. 5

873.1 855.9 1 .470.0 ! , 4 V j . 7 1,500.4 1,435.7 1,619.9 1,466. 5 1,297.2 1,424.0
Publ i c 340.9 286.3 616.3 t i - . J 721.3 648.7 709,7 543.1 424.4 443.6
Pr í vat e 532.2 56 7.6 853.7 b 2 3.4 779,1 767.0 910.2 943.2 872.6 960.4

Ka c >. i nery «nd «qulv»»enc 1,206, 0 1,313.6 l .864.0 2, 11'1', 2 2,337.8 2,415.1 2,361. 3 2,227. 3 2,217. 5 2,604.5
[ r i rv*I&' i  «qutprwnt 441.2 535.2 626.8 i 751. ; 809.0 766.4 654.9 569.4 6 ) 1 . 5
r . j ch: i  t r y 764.8 7 58.4 1,237.2 l , 4 / •». 9 1, 5 B6 . 1 1,606. 0 1,614.9 1,572.4 1,627.9 1,995.0

J r c t i t ;  c I i At d  I n v t t U t t n t ,  by t act or  2,079.1 2,167.3 3,334.0 3,648.9 3,8 *8.2 3.850. 7 4,001. 2 3,711.6 3,514.7 4,230. 5

758 . S 1 , 2 73. 1 l . Jrtl . 3 1,469.3 1,358.2 1,602.3 l ,314.0 2 , 1 2 : . 9 2,642.9
i1?*. vate 1 ,4i>9.U 2,060. 9 2,76 7.4 2,366. 9 2,492.5 2,398. 9 2,399. 8 1,390.6 1,367.4

v i ' .*j  tu m ¿ v » 97.1 63.8 67.4 loo.  1 104.3 114.8 45.8 40.6 7.2 - 22. 2

:?*•** c t n v j i 1. - « »t 3.1?b 2 2.4 M . 3 3.401.4 3, 749. Ü 3.942.6 3,965.5 4 , Oh 7,0 3,754.4 3,521.9 4, 206. 3

S o u r c c ;  W o r l d  l tank H o p o r i  No , Kotmowi*- un A r j v i i l  l iut ,  .'<» líovi ■mlK.r V/f l I .

1/ Pi el iüiuar.v.



Chapter I I

INDUSTRIAL SECTOR: MANUFACTURING

H istorica l development

Argentina's industrial a c t iv it ie s  date back to the end o f the 

last century when the country was in a position to export agri

cultural products at re la t iv e ly  low cost, leading tc high income 

le ve ls . There are indications that income distribution was such 

that it  could provide a local demand to warrant the establishment 

of national industry. These infant industries enjoyed a fa ir  amount 

o f natural protection due to the distance from the world's main 

production centres.

At the turn o f the century some twenty per cent o f the Argentine 

labour force was engaged in manufacturing, and the sector contributed 

15 per cent to to ta l output. The sector consisted o f a large number 

of small factories mainly in food processing, non-metallic minerals,' 

branches o f the chemical industr.,, and printing and publishing. The 

World Depression o f the 1930s provided the ju s tifica tion  for giving 

greater impetus to the manufacturing sector. Unlike the conditions 

which prompted in it ia l  development o f the industry, this growth was 

stimulated by protection ist measures to fa c i l ita te  import substitution. 

During World War I I  and immediately a fter, when the industrialized 

nations were unable to supn’ y th e ir  trad itiona l exports to Argentina, 

national manufactured products increased their share o f to ta l supply in 

the Argentine market from 75 per cent to 85 per cent. Joining the ranks 

o f te x t ile s  and rubber which had grown substantially during the 1930s, 

were new basic industries in metalworking, e le c tr ic a l machinery and non

e le c tr ic a l machinery, and appliances.



-  12

In order to maintain the share o f national products in the loca l 

market a fter World War I I ,  the Government approved a number o f measures 

to protect national industries and to stimulate industria’ growth.

Among these were high t a r i f fs ,  quantitative restr ic tion s, an sizeable 

indirect subsidies. The State also invested d irec tly  in the means o f 

production. With the passage o f time, i t  became evident, by the late 

s ix ties , even when the manufacturing sector was enjoying Is fastest 

growth, that these measures had th e ir  negative side. Argentine industrial 

products were becoming non-competitive in international markets, in part 

because o f the higher c 's ts  induced bj the excessive projection and also 

by the unrea listic  exchange rate . Serious other e ffe c ts  were those on 

the agi'’.cultural sector whose exports, fundamental to the nation ’ s 

balance o f payments were curtailed by the exchange rate p o lic ies . The 

cumulative p o lit ic a l and economic e ffe c ts  o f these stresses erupced in 

vue crises o f the spring o f when the nation was faced at :he s ne

time with a deepening economic recession, a galloping in fla tion , and an 

imminent incapacity to meet its  foreign  obligations.

Manufacturing in re la tion  to gross domestic product

Manufacturing represents the principal sector in the gross domestic 

product, its  share r is in g  from 31.1 per cent in 196O to 36.3 per cent in 1977 
(down from its  peak o f 38.0 per cent in 1973). Manufacturing output reached 

its  peak in 1974, then declined by 2.8 per cent in the recession year of 1975- 

I t  rose by 4.3 per cent in >-/6 ard again in 1977 by 3-8 per cent (Table 1).

I t  f e l l  o f f  sharply early in 1978 and the decline for f i r s t  nine months o f the 

year was 9*4 per cant. This attributed to three causes: a process o f disaccumu- 

lati^n o f inventories beginning in the f ir s t  quarter; reduced purchasing power 

resu lting from the decline in real wages and salaries; and the sharp re 

duction in the rate o f private investment which brought with it  a decline 

in the production o f capital goods. The continued r ise  in manufactured 

exports could not stop the decline, 3ince they were rather the consequence
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of the dwindling home markets. U tiliza tion  o f manufacturing capacity- 

reached its  high point during the last two years o f industrial boom:

78.9 per cent in 1973 and 79*4 per cent in 1974. Rate o f operations 

remained at 72.6 per cent and 72.5 per cent in 1976 and 1977 respectively  

despite the recovery in production as additional capacity became availab le. 

I t  f e l l  sharply to 64.0 per cant in the f ir s t  quarter o f 1978 as the 

d' cline moderated through the rest o f the year.

Para lle l with the r is in g  share o f manufacturing; agriculture shows 

a declining trend: from 16.6 per cent in I960 to a low o f 11. per cent 

in 1972. I t  rises again to 12.7 per cent in 1976 and 13.0 per cent in 

1977, as exports resumed th e ir  climb. Other sectors have mainly maintained 

their respective shares, between 1970 and 1977- For these years, the shares 

were: for mining, 1.7 per cent and 1.6 per cent; construction 4.6 per cent 

and 3-7 per cent; e le c t r ic ity , gas and water 2-3 per cent and 3-0 per cent; 

transport and cemmunicat ions 7-5 Per cent and 7-2 per cent; commerce, 

restaurants and hotels 17-8 per cent and 17-7 per cent; banking 3-5 per 

cent and 3-8 per cent and Government and ether services 13-4 per cent and 

13*5 Per cent. (Tables 1 and 4 ).

Manufacturing in modern branches

The growing importance of the so-called modern branches -  basic 

metals, metals, machinery and transport equipment, and chemical industries -  

is worth noting over the past two decades. These doubled their output 

between 196Û and 1970, the annual growth rate averaging 8 per cent. Between 

1970 and 1977» the growth rate slowed down to around 4 per cent. As a 

consequence of th is expansion, the share c f these industries rose from 

around 30 per cent of value added in manufacturing in 195  ̂ to over 60 per 

cent in 1972, where i t  has remained through the late 1970s. Over the 17-year 

period between 196O and 1977, manufacturing production rose by 118 per cent, 

while the traditional industries grew at a lesser rate: food-beverages- 

tobacco by 66.5 per cent and textiles-c lo th ing-lea ther goods by 42.8 per 

cent. Wood products and furniture in fact showed a decline of 7 per cent
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in 1977» tnrt th is c lea rly  was one o f the a fte r -e ffe c ts  o f +he recession 

years o f 1975 and 1976 and. the subsequent incomes policy . In the boom 

years o f 1973 and 1974» production was 58-7 per cent and 66.5 per cent 

over that o f i 960. In  constrast basic metals production was 209 per 

cent higher and chemical products 195 per cent higher in 1977 than in 

i 960 (Tables 6 and 7 ).

Production o f  consumer-intermediate-capital goods

Variations in the structure o f industrial production in Argentina 

have followed a well-known pattern. As the industria lization  process has 

gathered momentum, the share o f the branches producing consumer goods 

has tended to f a l l  whereas the shares o f the branches producing intermediate 

and capital goods have shown a substantial increase. In 1914, consumer 

goods accounted for 75 per cent o f to ta l manufacturing production. Included 

in such industries were food, beverages, and tobacco; te x t ile s , wearing 

apparel and leather; paper, printing and publishing. Over time, th is group 

o f industries yielded ground in re la tive  terms, to the industries producing 

intermediate goods and capital goods. 3y '973, consumer goods accounted 

fo r  34.0 per cent o f to ta l production. Intermediate goods had increased 

th eir share in wood and wood products, chemicals, petroleum and rubber 

from 12.C per cent in 1914 to 18.4 per cent in 1969 before s lid in g  o f f  to 

17.1 per cent in 1973- Capital goods comprehending non-metallic minerals, 

basic metals, m etallic products and machinery rose from 11.9  per cent in 

1914 to 45.1 per cent in 1973* Miscellaneous industries (including handi

c ra fts ) rose from 1.0 per cent in 1914 to 12.9 per cent in 1925- 29, and 

then ta iled  o f f  to 3-8 per cent in 1973 (Table 7)-

Manufacturing a c t iv ity  by size and firm

In the manufacturing sector, the smaller firms have given away to 

the larger firms. A comparison o f the figures of the census years, 1963
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Table 4 . U ti\ i;n+  inn o f  in r-ta ll e'* capacity  

(annual average  in pcrcen*a^co)

1972 1973 1974 1975 1976 19-7 1978

''arch June 5> p t .

Kor-durable consumer goods 74.6 72.2 76.8 74-3 71 9 73.0 74.1 i i i l 74^2

Food nreducts 90.4 74.7 78.9 76-9 71-9 74-1 **6.1 71.7 76 -6

3*vera **s 57-7 57.2 64 .?, 55-2 48.4 53-2 43.2 .1^.1 c3 4

tobacco 81.7 86.3 91.9 98.4 90.9 92.1 «or.n 92.6 93-2

Durable consumer roods 82.7 82.2 79.6 80.C 2Q.3 62,2 H i 22.3

Footwear and c lo th in g 89.1 85-5 93.0 92.0 84.4 77.1 63.8 76.1 73.5

Pharmaceutical products 8i -7 8C.0 76.1 73-7 72.0 75-7 24.2 23.7 71.2

S o n -e le c tr ic a l household a r t ic le s 72-7 73.3 79-7 84.4 66.3 63.4 57.3 ¿ 2. ' 6-.0

Manufacture o f  motor v eh ic le s 78.4 81.6 53.2 71.9 57.1 66.1 .15.1 6 0.0 72-5

C aoita l .«"oois 72.4 76.1 79-3 71.5 71.2 H i 66.0 ■’’C c ; ■> 7

J'sr.ufacture o f  n o n -e le c tr ic a l 
rachir.erv 75.9 S i .9 82.9 64-9 - 77.7 76. - or . : 32.3

Manufacture - - A g r icu ltu ra l r.achinery 
ar.d equipment 63.2 Ci ^ 93.3 75-2 76 .5 77-9 25.= •' >. 6 - * . 1

Kanu.acture c f  e le c t r ic a l  each inert’ 59-2 67.2 76.7 71-5 74-3 70.9 66 .0 56.9 - 2-3

Manufacture o f  e le c tro n ic  and 
comnunication equipr<ent 72.4 70.1 66.3 66.4 61.2 69-4 69 .6 59.0 6^-9

Tnternvediate «roods 8 r j 81.4 80. t 73.4 74-3 73.3 5C J l i - i 70.7

T e x t ile s 88.0 90.3 99-6 86.8 79.9 79-1 03.7 Si .9

Paper 90.0 87.3 87-3 82.4 76.0 74.4 65.1 - 8.5 82.?

Leather ar.d fu r products 83.3 91.3 83.1 84.0 91.4 33-9 9C.C 94-1 91.3

Rubber products 90-7 81.1 67.1 3s . 3 33-3 75-8 ¿9.1 63.1

P la s t ic  products 71.6 67.8 75-7 64.9 56.1 63.2 48.0 76 ..1 66 -7

In d u s tr ia l chemicals 78-7 70.6 76.9 74.6 75-2 73-6 67-6 75-7 80.3

Petrochem ical products 89-5 87.8 83.2 74.5 77-5 66.4 55-6 62.0 74-9

Manufacture o f  cement and lime 71.'4 67.7 70.0 7 i .4 76.4 86.3 82.4 77-9 85.1

P o tte ry , china, g lass  and earthenware 84.0 79-4 83-9 82.4 74-0 70.6 ■ 48.2 62.4 65.1

Iron  and s te e l bas ic  in du stries 74.9 72.4 61.5 62.6 59-1 57-3 54.2 68.9 70.8

Non-ferrous bas ic  indu stries 84.4 76.1 75-2 72.2 62.7 65.6 47.9 55-3 56.1

Various m e ta llu rg ica l products 70.4 74.2 72.0 71.5 64.4 64.0 45.1 59-9 65.1

Automobile spare parts and rep a ir  
equipment 75-5 79-9 82.2 61.9 63-6 75-3 35-4 53-2 57-6

T ota l manufacturing industry I L i 2L 2 H i 2i t 2 72.6 H i 64.0 v -2 H §

Source: Pundaci6n de Investigacione* para e l Detarrollo (FTIE Coyuntura y Desarrollo, Ko. 4, December 197G•



Tablet S. Structural chan»** o f  value added In Tr»nufacturlrff, I960 -  1 ')'j6 

(on ths basis o f  t9 7 0  US $ constant pr loes )

I9 6 0 1961 1962 1963 1964 1965 l * ^ 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977

31 F o o d ,  B e v e r a g e s ,  T o b a c c o 1 9 -8 2 1 8 .7 7 2 1 . 0 7 2 2 . 4 0 1 8 .9 6 1 7 .8 2 1 8 .8 5 19-3 2 1 8 . 6 0 1 7 .4 8 1 7 -2 0 1 5 .7 8 1 5 .3 6 1 4 .9 1 1 5 -7 5 16 .  C6 1 6 .£7 15 .61

32 T s z t i l s a  a nd  W s a r l n g  A p p a r e l 1 8 . 9 9 1 7 - 7 8 1 5 .2 6 1 5 .0 6 1 5 .5 2 1 5 .6 0 1 4 .8 9 14-5 5 1 4 . 3 3 1 2 . 9d 1 2 . 5 0 1 2 . 3 0 1 2 .06 1 2 . 0 8 1 1 .9 2 1 2 .7 4 1 2 .7 7 1 1 .54

33 Wood and  Wood P r o d u c t s 2 .5 1 2 . 6 9 2 . 6 9 2 -5 7 2 . 4 6 2 . 4 3 2 . 5 3 2 -31 2 . 3 2 2 . 2 3 2 . 1 0 2 . 0 c 1 .9 3 1 .8 5 1 .8 1 1 . 6 3 1 .2 4 1 .0 5

34 P a p e r ,  P r i n t i n g ,  P u b l i s h i n g 4 . 8 0 5 . 1 4 5 .1 1 5 - 1 4 4 . 8 0 5 . 0 9 5 -2 6 4 .9 6 4 . 9 9 4 .8 1 5 . 0 0 5 . 0 3 4 . 6 8 4 . 5 2 4 .6 2 4 . 6 7 4 . ; 8 4 . 6 5

33 C h e m i c a l ,  P e t r o l e u m  D e r i v a 
t i v e s ,  R u b b e r  a nd  P l a s t i c s 1 4 .6 5 1 5 .2 6 1 5 -5 4 1 6 . 0 0 16 72 1 7 .0 2 1 6 .8 4 17 -1 5 1 7 -7 0 1 8 .9 0 1 9 . 1 0 1 9 .5 0 1 9 . 8 2 1 9 .8 7 1 9 .3 7 1 9 .9 2 2 0 . , 6 2 0 . 9 2

# N o n - y * t * U  l o  M i n e r a l s 4 . 7 8 4 . 8 5 5 -0 1 4 - 7 2 4 .3 1 4 . 4 8 4 .8 1 4 - 9 3 5 -3 4 5 .3 1 5 - 4 0 4 .9 1 4 . 7 7 4 . 3 5 4 . 2 5 4 .4 1 4 . M 4 . 2 2

37 B a s i c  K e t a l s 4 . 7 6 5 . 0 8 5 . 0 4 5 - 3 3 6 . 1 0 6 . 0 8 5 - 6 4 5 - 6 7 6 . 3 1 6 . 2 8 6 . 4 0 6 . 5 7 7 .0 1 6 . 9 3 7 . 6 5 7 . 7 2 6 . 1 7 6 . 7 6

30 P e t a l s ,  M a c h in e r y  and 
T r a n s p o r t  E q u ip m e n t 2 9 - 0 8 2 9 . 8 5 2 9 -7 0 2 8 .1 1 3 0 .5 7 3 0 .9 7 3 0 .6 6 3 0 .5 7 3 0 . 2 2 3 1 -4 9 3 I - 8 0 3 3 .4 4 3 3 . 6 9 35-0 1 3 4 . 1 8 3 2 .4 1 3 2 . 7 5 3 4 .8 2

39 O t h e r  I n d u s t r i e s 0 . 6 0 O .5 7 0 - 5 7 O . 5 8 0 . 5 5 0 . 5 2 0 . 5 2 0.57» o.y> O .5 2 0 . 5 0 0 . 4 8 0 . 4 7 0 . 4 6 0 . 4 4 0 . 4 4 0 . 4 4 0 . 4 3

( 1 3 I C
G roM th  I n d u s t r i e s

33 , 37 , 3 8 )

4 8 . 5 0 5 0 . 1 9 5 0 . 2 8 4 9 - 4 4 5 3 -3 9 5 4 . 0 7 5 3 . 1 4 5 3 -3 9 5 3 . 9 3 5 6 . 6 7 5 7 . 3 0 5 9 -5 1 6 0 . 5 2 6 1 . 8 1 6 1 . 2 0 6 0 . 0 5 6 0 . 2 6 6 2 . 5 0

T r a d  i t t o n a l  I n d u s t i l e s

( I S I C  31 , 3 2 ,  33 , 34 , 36 , 3 9 )
5 1 . 5 0 4 9 -8 1 4 9 - 7 2 5 0 .5 6 4 6 .6 1 4 5 . 9 3 4 6 .8 6 4 6 .6 1 4 6 . 0 7 4 3 . 3 3 4 2 . 7 0 4 0 . 4 9 3 9 . 4 8 3 8 .1 9 3 8 .8 0 3 9 .9 5 3 9 .7 2 3 7 .5 0

TOTAL 1 0 0 .0 0 1 0 0 .0 0 1 0 0 ,0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .0 0 1 0 0 .C 0

Source: UNIDO on ths basis o f  data supplied by UHSO.

CT\
I



T a b le  6 . Tndex o f  p h y s i c a l  v o l ume o f  manu f a c t u r i n g  p rodu c t  1 i n ,  by  s e c t o r

 ̂ Index base i960 = 100)

S e c t o r s 190‘i 1970 1971 19 7 2 1973 1976 1979 1976 1977

T o t a l  m a n u f a c t u r in g  i n d u s t r i e s 1 id. 9 173.0 1Ü9-7 201 .0 21 3.7 226.7 220.4 210.2 218.2

i,'ood, b e v e r a g e s ,  to b a c c o 122.9 1S 3. 1 196.7 160.0 169.9 179.1 173.2 172-9 166. 5
T e x t i l e s ,  w e a r in g  a p p a r e l  and l e a t h e r 100.7 119.1 122.8 120.7 136.7 192.4 199.3 192.0 1.,2.8

Wood and wood p r o d u c t s 129-9 146.5 192.1 196.9 15a .7 166.9 149-9 105.0 93.0

P a p e r ,  p r i n t i n g  and p u b l i s h i n g 1 1B.9 176 • 9 199.3 201.6 190.1 215.3 217.3 201.4 210.7

O h e m ir - ' l ,  p e t r o le u m  d e r i v a t i v e s ,  r u b b e r  
and p i n s t  i en 1 9<> • 7 219-3 ■ ’49 • 3 263.0 279.0 3B9.9 2B5.5 283.5 295.1

Non-'T'ot al 1 in  m inern  1 s, e x c e p t  p r o d u c t s  o f  
D otro le u m  and c o a l

127.3 V)r,.n 1 9 7 . s 203.4 19B.2 207.5 208. a 199-4 190.2

S a n i c  m e t a ls 1 B ->. 1 ■>A'l . 2 280.1 316.4 319.2 364.3 397.4 268.4 309.0

M e t a ls ,  m a c h in e ry  and t r a n s p o r t  equipment. 1 /IS .X 191 220.4 2 36.6 261.4 27B.4 296.3 246.7 272.3

O th e r  i n d u s t r i e s 119.') 143.1 190. 3 197.9 I64.B 169.1 199.5 154. 1 1 9 7 . 8

S o u r c e  : A ng el M o n ti,  Ar.â l i s i s  I n t e r pr é t â t  i v«  d e l  D é s a r r o i  1<< J_ndust_riaJ[ ^JIC ' njLi.r!'2» mimeograph ed w o r k in g  p ap e r p re p a re d
f o r  KOI,A, Sep tem b er 197^.



Table 7. ] nduKtr in 1 ntrnc lu ro, 1 'J)S, to I'l'/l

( poruantngou )

1914 1925-29 1937-39 1948-50 1963 1909 1973

Consumer Goods 75.0 59.0 56.1 54,7 43.0 37,1 34,0

Food, Beverages, Tobacco 56.5 30.2 3C .0 24.0 25.3 20.8 18.1
T e x t i l e s ,  Wearing Apparel and Leather 15.9 16.6 18.4 24.1 13.3 12.0 12.1
Paper, P r in t in g  and Pub lish ing 2.6 12.2 7.7 6.6 9.9 9.3 3.8

Interm ediate Goods 12.0 13.9 16,6 15.4 17.2 16.4 17,1

Wood and Wood Products 8.7 7.4 4.7 5.5 3.1 2.8 2.0
Chemicals, Petroleum and Rubber 5.3 6.5 11.9 9.9 14.1 15.6 15.1

Cao itn l Goods 11.9 13,8 16.8 20,5 32.4 38.1 45.1

N on -M eta l l ic  M inera ls 3.8 6.2 3.8 4.4 2.8 3.3 3.2
Basic Metals 6.3 5.3 7.3 7.8 4.9 6.1 5.9
M e ta l l ic  Products & Machinery 1.8 2.3 5.7 8.3 24.7 28.7 36.0

M.iscellaneous 1.0 12.9 10,3 9.5 7.9 6.4 1JL

TOTAL 100.0 
MSSS ss

100.0 100.0
tiitMsa

100.0 
HCt’KU •

100.0 100.0 100.0

Source; Internationa l Bank for  Reconstruct ion and Development 
2 0  February 1975-

Note: From 1925 to I9 S 1 "rr.rscellnnecus" includes handir.raftn.

Report No. 540u-Ai<, Our rent Koonumic Pos it ion  nr.d Prospectr. o f  Argentine,
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and 1973, shows t ia t  firms with under 50 workers accounted fo r  32.3 per 

cent o f value addsd in manufacturing in 19^3 and that th is had fa llen  

to 24.3 per cent in 1973. I f  the cu t-o ff fo r  the small firm is  taken at 

100 workers, then th eir value added in manufacturing f e l l  from 42.5 per 

cent in 1963 to 34-4 per cent in 1973* For those firms with more than 

100 workers, th eir share o f to ta l production rose with the most sign ifican t 

increases being registered by firms with over 1,000 employees. Yet the 

smaller scale firms with up to 10 workers represent 84-5 per cent o f  the 

to ta l number o f firms in 1973, and they hire 21.2 per cent o f the to ta l number 

o f industrial workers. However, th e ir  productivity is  less than h a lf o f 

the average fo r  the sector (or about one-quarter o f the largest firm s).

Seen from the standpoint o f the 100 largest firms, for the years 

between 1953 and 1.975, "the share o f manufacturing production varied accord

ing to the branch c f industry. The 100 largest firms showed declines in 

shares in the trad ition a l industries: fror 35-0 per cent to 33-0 per cent 

in food processing,beverages and tobacco; from 18."  per cent to 3.0 per cent 

in te x t ile s  and ciothingj from 8.8 per cent to 4.0 per cent in paper, paper- 

products and printing; and from 8.8 per cent $.0 per cent in non-metallic 

minerals. But they increased th e ir  share in the non-traditional f ie ld s :  from 

13.7 per cent to 22.0 per cent in petroleum products and rubber; from 5-° 

per cent to 9-0 psr cent in basic metals; and from 6.2 per cent to 24.0 per 

cent in machinery and equipment (Tables 8 and 9)-

Geographical d istribution o f manufacturing

Of the 132,444 industrial establishments in the country, according 

to the National Economic Census o f 1974, 19-59 per cent were located in 

the Capital City and another 37-73 per cent in the province o f Buenos 

A ires; in short, a to ta l o f 75,923 firms or 57-32 per cent o f the national 

to ta l were located in the Greater Buenos Aires area. I f  one adds to th is 

the 15,349 establishments in the nearby province o f Santa Fe and the 

14,155 firms in t ie  province of Cordoba, then takaitogether, these three 

provinces in re la tive  proximity to each other contained 109,927 establish

ments or 79.98 per cent o f the to ta l (Table 10). A succession o f 

Governments have shown an awareness o f the problem, and regional development 

programmes have been formulated and implemented over the past years.



Table 8. Bmpl oyment, product iv ity  and_ v;i Inc added, by Hi y.o of enterprises

Percentage o f  Percentage o f  R e la t iv e   ̂ Percentage o f
to ta l  eatablishmenta o f  to ta l  workers p rodu ct iv ity  — to ta l  value added

S ize  in terms o f
number o f  w o rk e rs 1946 1963 19 7 3 1946 1963 1 9 7 3 1963 19 7 3 1963 19 7 3

0-10 5 8 . 3 88.6

I
CD

 
I I I I

1 8 . 2 2 9 . 8 21 .2 49 44 14.7 9 . 2

1 0 - 5 0 11.5 9.0 11.1 21.6 1 9 . 8 1 9 . 8 88 77 17.6 1 5 . 1

5 0 - 1 0 0 1.8 1 .2 1.6 12.0 9 . 0 9-6 114 107 10.2 1 0 . 1  .

10O -S 0O 1.1 1 .0 1 • 5 2d. 7 21.1 P /I.7 13? 114 2 7 . 0 2 8 . 0

500-IOOO 0 . 1 0.1 0.2 7.1 7-8 9-1 114 123 10.4 11.0

morn t h a n  1, 00O 0.1 0.1 0 .1 1 1.6 1 2 .  a 16.7 164 16 3 1 9 . 2 2 5 . 7
b i•I’otill ~ 1 0 0 .0 100.0 100.0 1 0 0 .0 1"l .11 101).0 100 100 1 0 0 .0 100.0

Source: Angel Monti, A n a lis is  In te rp re ta t iv e  del Penarro lto  Industr ia l Argent in e , mimeographed working paper
prepared for  fca'LA, September 1978.

a/ based on $ value added pv.-r worker.

b ■' Includes establishments without workers.



Table $ Share o f  manufacturing production o f  the 
100 largest enterprises, by sectors

955 1975

Sector

Share in 
industr ia l c 

product i v i t y  
(percentagea)

Percentage 
f  the "ICC" 
enterprises

Share in 
industrial 

productiv ity  
(percentages)

Percentage 
o f  the "ICC" 
enterprise?

Pood, beverages, tobacco 22.9 35-0 16 .0 33.0

T ex t i le s ,  wearing 
apparel and leather 21.5 18-7 12. 6 a . r

"ood and wood products 2 .5 - 1.3 -

Paper, printing and 
publishing 5 - 0 3.3 t 4

Tr.STllC^l, T it l ’d  ■?’!!"! 
i e r i v 3 ' i vss, rubber 
and p lpstics » *. * « -, - •9 .I 22. 2

IVon-metallin minerals, 
except products o f 
petroleum and coal

C. 7 2 . . .  ■ J •

Basic metals 3-7 5.; 6 . 5 -. '

.'•'etals, machinery and 
transport equipment 1 z . 7 ° . 2 ' 2. 6

other industries 6 .C 3.5 3. 3 -

"o ta l 100.0 1 CO .0 KC.b 1CC . '

Angel vonti, 
mimeographed

Análisis In te rn e t e* ivo dei besar ro : 1 o Tr.i” s tr ia ’ 
working paper rr»nered for F.OLA. ~eo“ ember 1}~5.

J* 2*0 r T i r* -Source:



Tublc _ i'j. Induatrlal Survcy - Diutr ibution of lnduslr)л\ ел tAbMnhmont a by >u> of wcrk foro», 1974

total 1 - 10 n  -■ 25 26 - 50 51 - 100 101 -  200 201 -  300

Oo*4 4 Cv.i

(No) <*) (No) m (No) (2) (No) <l> (lio) « > (No) ( I ) (No) (X) (No) <:>

1. Coplt. l 25.948 19.59 20.046 77.25 3,341 12.88 1,301 5.01 660 2.54 331 1.35 189 0.73 60 0.2)

2. Frov. 1A 49.971 57.71 42,180 84.40 4,146 8.30 1,661 3.32 913 1.8) 336 1.07 367 0.73 170 0.34

3. Se*. Fe 15.849 11.97 14,11) 69.03 986 6.24 361 2.28 191 1.21 93 0.39 69 0.44 3) 0.21

i- Córdoba 14.155 10.69 12.768 90.34 800 5.63 2/3 1.93 131 1.07 74 0.32 47 0.3) 22 0.14

3. 5,437 4.11 4,794 88.17 375 6.90 1)1 2.41 60 1.10 31 0.94 21 0.39 3 0.09

6. S. Ríos 3.204 2.42 2,9)3 91.54 144 4.49 62 1.94 40 1.25 16 0.30 4 0.12 3 0.14

7. ülslor.ea - 2.666 2.01 2,431 93.06 105 3.94 33 1.24 26 0.98 12 0.43 9 0.34 — —

8. Tucu¿-an 2.248 1.70 1,970 87.63 142 6.32 54 2.40 34 1.31 17 0,76 10 0.44 21 0.93

9. 2,242 1.69 2,059 91.84 109 4.66 37 1.65 21 0.9 к 6 0.27 10 0.43 — —

10. San Juca 1.663 <— — ----------- — — (i.a. — . --------

11. Salea 1.393 1.06 1,213 87.12 211 7.94 36 2. У 13 0.93 7 0.30 10 0.72 3 0,21

12. Corrientes 1.3S6 1.05 1,285 92.71 61 4.40 15 1.08 9 0.63 6 0.43 6 0.43 4 0.29

13. U  ?ar-.;:a 1,165 0.90 1.137 9 5.87 31 2.61 8 0. 67 5 0.42 5 0.42 — — — —

14. S¿o. escoro 1.106 0.84 1,005 90.87 67 6.06 18 1.63 6 1.54 6 0.34 4 0.36 — —

15. Rio íieJTO 1,096 0.83 952 £6.70 78 7.10 4] Э./3 14 1.28 8 0.73 3 0.46 — —

16. Sao Lula 917 0.69 869 94.77 n 3.38 4 0.44 5 0.55 4 0.44 4 0.44 — —

17. Fórjese 795 0.60 747 93.96 33 4.15 8 1.01 4 0.50 3 0.38 — —

ía Chubuc 6S0 0.51 563 82.79 44 6.47 31 4.50 15 2.21 14 2.06 n 1.91 Г" -

19. Jujuy 560 0.43 :o9 89.9) 33 5.8) 10 1.77 6 1.06 3 0.3) 3 0.88 — --

:o. Сасагагса : 527 0.40 493 93.55 26 4.93 3 0.57 3 0 -- — — — — —

21. La Piojo 407 0.31 378 S2.57 22 5.41 3 0. 74 4 0,98

22. Secquea 366 0.29 342 áS.fcO 26 6.74 10 2.59 3 0.78 3 1.30 — — — —

23. Sea. Cruz 211 0.16 193 93.04 6 2.84 7 3.32

T. Je) Fuero 57 0.04 42 7 3.68 9 15. 79 6 TI. 33 _ _ . . -- -- — —

n i  a 13? . 44 4 130 и з ,  ;o: ь 5 . 4 C 10,.'29 a. 4 ,1 !) 3.11 2.18? 1.65 1.217 0.92 77) 0.58 32) 0.24

Sourc*: World Влпк Report No. 1977Л-АН, Ar^ n t 1пл. ?it ructur*)_Oí tnrun ln lh* Industria ) Sector,
v o l .  I I ,  50 March 1979.
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Special fac ilities  were offered to priority areas in addition to specific 

industrial branches, while enterprises located in "Greater Buenos ires" 

were excluded froa promotional treataent.

A revision of the pronotional legislation was made in 1973 modify
ing both the objective and the mechanisms used. The revised law was 
mainly concerned with regional decentralization. Within this context, 

the establishment of new enterprises within the Federal District of 

Buenos Aires was prohibited and no benefits were to be given to new 

enterprises located within a 60 kn radius from the capital.

The present Government promulgated a new law in 1977 which 

maintains previous measures favouring decentralization, but it gives 

discretionary authority to the Government for granting exceptions. 

Enterprises approved are no longer guaranteed access to concessionary 

credit fac ilities  at the National Development Bank (ВАЖ.ЗЕ). The law 

permits accelerated depreciation for fixed  assets in addition to 

exonerations and deferrals on taxes, the la tte r  having to be indexed.

The Secretariat o f Finance must include the to ta l o f the fis ca l incentives 

which w ill  be provided to enterprises in the form o f exonerations from 

taxes, tax deferrals and accelerated depreciation allowances in the annual 

budget as an "expenditure".

Role o f d irect foreign investment

Over the years, there has been considerable debate over the role  of 

foreign firms in the industria lization  process. I t  is recognized, on the 

one hand, that foreign participation is needed for transfer o f technology 

and capital (a lso needed fo r  strengthening the balance o f payments 

position ), but on the other, there is  more or less concern depending 

on the local point o f view, over the predominance of foreign firms in 

certain sectors. A consensus exists that public u t i l i t ie s  (water, 

railroads, telecommunications, e le c t r ic ity , gas) and certain "basic” or 

resource industries (iron  ore, s tee l, aluminium, o il, petrochemicals, 

f e r t i l i z e r s )  should be state-owned. There is  also a consensus that the 

f ie ld  of manufacturing should be primarily the preserve o f the national



private sector. But from here on, views d if fe r  on how to help the 

national private sector, or indeed, even the state-owned basic industries, 

reach higher leve ls  o f development with or without foreign  assistance.

In  contrast to the previous Government's emphasis on heavier partic ipation  

by the State and the d ilu tion  o f foreign participation, the present 

Government has opted in favour o f less participation  by the State in the 

private sector and wider foreign private participation in order to speed up 

the process o f technological development.

Available information shows that foreign  firms are strongest in the 

manufacturing sector. T \eir share o f industrial production (value added) 

increased from 18 per cent in 1955 to 30*0 per cent (estimated ) in 1978.

This is explained by the fact that th eir average annual rate o f growth was 

twice that o f national firms, and th is by the fact that they are located in 

the more dynamic industries where productivity is higher -  chemicals, e le c tr ic a l 

machinery, electron ics, rubber. They accounted for about 11 per cent o f 

industrial employment. Although their number among the ICO largest firms 

increased from 36 to 71 between 1957 and 1971, this had fa llen  to 62 by 

1977* Among the firms with 500 or more workers, foreign firms were in the 

majority by a ra tio  o f 4-3:1 in 1963- 3ut in petroleum and s tee l, the 

S tate 's  own firms, Y?F and SOKISA dominate the f ie ld s . Per plants o f 500 

or more employees, gross income was 60 per cent to 130 per cent higher among 

foreign  firms, ard average wages and salaries were 9 per cent to 20 per cent 

higher. In  the f ie ld  o f exports, foreign firms accounted for 42 per cent 

o f manufactured exports (excluding the packing plants in 1973)4^ (Table 11).

The policy on foreign  investment followed by the Government since the 

f i r s t  foreign investment law o f 1958 has been f le x ib le . Between 1963 and i 960, 

the repatriations o f capital were res tr ic ted . In 1970-71» lim ita tion  were 

put on the extent o f cred it which the local banking system could o ffe r  

to foreign enterprises, and in 1973-74, lim its were placed on the re 

patriation o f p ro fite  and the repatriation  o f cap ita l. The Registry o f 

Foreign Investment was introduced in 1974; in th is roster firms were 

c la ss ified  according to the structure o f their cap ita l.

J_/ See Angel Monti, Análisis Interpretativo d ' i í  Desarrollo Industrial
Argentino, mimeographed working paper prepared for EdbA, September 1978.
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According to the Registry o f Foreign Investments, foreign 

investments were valued at OS $4,584 m illion  and consisted o f 1,700 
investors and 1,460 enterprises in mid-1976. Following the approval 

o f the new law on Foreign Investments (August 1976), which was designed 

to f i t  in with the new policy o f "opening" the economy to international 

trade and finance, foreign  investment returned in force. Between August 

1976, and February 1978, US $230 m illion  were authorized with another 

US $120 m illion  in projects under review. Taken a l l  together, foreign 

investment was approaching the US $5,000 m illion early in 1978. Of th is 

to ta l amount, US $2,000 m illion  or 40 per cent corresponded to the 

United States o f America, with the balance being divided among Switzer

land (10 per cent), France (9 per cent), United Kingdom (9 per cent), 

Western Germany (7 per cent). Ry sectors, manufacturing occupied about 

two-thirds o f the to ta l up until 1976, and 55 per cent of the amount 

authorized subsequent to that data. Foreign investment was running its  

attention to other sectors such as petroleum and gas, fishing, and 

finance.

The new law provides foreign investors with complete equality with 

Argentines. The law permits investment in a l l  sectors o f the economy 

in the form o f foreign currency, capital goods, credit cap ita lizations, 

know-how and the re-investment o f p ro fits . Foreign corporations can enter 

into loan and licence agreements with Argentine a f f i l ia t e s ,  and local 

companies with foreign  capital have fu ll  access to local cred it. Investors 

who invest less tha US $5 m illion  are exempt from reg is terin g  (with some 

exceptions), but registered  investors have the right to remit the fu ll  

amount o f th eir p ro fits  (remittances in excess o f 12 per cent p.a o f 

registered  foreign capital are subject to a moderate tax ) and repatriate 

th eir cap ita l, even i f  the foreign exchange controls should be in force 

at the time.

Exports o f manufactured good3

Industrial exports show a r is in g  trend for the decade between 1965 
and 1975 at a rate in excess o f 25-0 per cent averaged annually. This 

brought the share o f industrial exports in to ta l exports from 6.2 per cent



in 1565 to 24.1 per cent in 1975* The c r is is  o f 1975-76 resulted in the 

scaling down o f industrial production including exports, and tne share o f 

the la tte r  f e l l  to 21.1 per cent in 1976, 18.0 per cent in 1977, and 17-3 per 

cent in 1978 (Table 12).

Among the non-traditional exports during the last ten years, the 

greatest growth was achieved by the machinery and transport equipment 

branch which increased its  share from 16.2 per cent in 1965-66 to 39*7 per 

cent in 1975-76- Among the trad ition a l exports, food, beverages and tobacco' 

share in to ta l manufactured exports declined considerably between the same 

periods’ from 30*5 Per cent in 1965-66 to 14.4 per cent in 1974-76 (Table 13/

The emerging structure o f manufactured exports can be c la s s ified  into 

the follow ing groups:

(a ) manufactures with a domestic resource base g iving Argentina 

comparative advantage'- on world markets, .~u.ch as agro-based 

manufaevires including those which are e ss en t ia l ly  expert -  

oriented, e .g . essential o ils ,  as well as those which o r ig in a lly  

catered for the Lomestic market only: wine, dairy products, canned 

fru its  and vegetables, leather and leather products, etc.

Another product group fa i l in g  in th is category and which is only

o f marginal importance is the petrochemical industry which operates 

mainly but not exclusively with local raw materials,

(b ) engineering products o f advanced technology with substantial 

sk illed  labour requirements and l i t t l e  sc.^le economies. Local 

purchasing power has encouraged the development o f these 

industries for the national market which absorbed most o f the 

output in it ia l ly .  Present export lines which f i t  into th is 

category are o ff ic e  machinery, household appliances such as a ir -  

concitioners and heating units, agricultural equipment, machine 

tools and food processing equipment;

(c )  products requiring higher technology and engineering s k il ls  sucir 

as the production o f seemless stee l .ubes. Recently there has 

been an increased export o f complete plants on a turn-key basis 

involving basic and detailed  engineering design, equipment, 

construction and start-up assistance.



Table 11.
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Partic ipation o f  fcr-ti ~i and nat-onal enterprises in 

the manufacturing industry

trn e rrr  i s^s

Fore i gn Natjonal Tstai

1. Partic ipation in the production 1 9 5 - iR.d 8 1 . 6 1CC.0

19Ó3 24.0 75.0 1f° .0

1970 oft 0

/
3 0 . 0

7 1 -3 I C ' . O

1978-

2. Annual production growth rate 1955'73 8 . 8 4.3 5-3

1 9 7 3 / 7 8 y

3. Partic ipat ion  in employment 1955 1 0 . 9 8 9 . 1 I f in .o

1963 1 1 -7 8 8 . t 1 C0 .C

. 1970 1C. 8 59.2 1 CG.G

1978 1 0 . 8

4. Annual employment growth rate - 5 / 7 3 0 - 9 4 1 . 1 9 1 . 1 5

5- Medium s ire

a. Production or sales

. A ll  ectablishmeots 1 9 5 3 - 0 h . 8 * .  r

. Establishments o f  more than. 
5C0  workers i?c3 3«o ..n So . J 1 7r  # -

1 9 7 8 c/

. Establishments o f  more than 
5  workers 19Ô7 2 0 . 3 0-7 1 . 0

. A l l  corpo- ions 1 9 6 8 1 d. 1 0.7 1 . 0

b. Occupation

. A l l  establishments 19Ó3 235-5 8 . 2 9 . 2

. Establishments of more than 
5 0 0  workers ¡563 1,392.1 954.6 1,,075-3

. Establishments of more than 
5  workers 1967 464.2 3 6 . 0 41-5

6 . Productivity in terms o f  workers 
employed (value added)

a. A l l  establishments 1963 0.83' 0 . 3 5 0.40

b. Establishments o f  more than 
5 0 0  workers 1 * 0 0.77 0.5C4'7 0.60

c. Establishments o f  more than 
5 workers 1967 1 . 8 0.1 1 .0

d. Annual productivity growth rate
rate 1955/73 7-7 3 . 0 4 . 0

1973/78 a /

Source: Angel Monti, Anal is is Inter pret.it ivo del Désarroi lo Industrial A r tr* n -
tino, mimeographed working paper prepared for ECLA , September 1973.

±J Forecasted.

y About twioe the national ones.

y Larger n-oportion than in 1963-

y Du" la rge ly  to ra i l ro ad  manufactures and sugar machines

e/ Rate legs or equal to that of 1?55 ' l ì '



TûblC-1?. Composition of expo r t 1965—1978

1965 1970 1971 1972 1973 1974 1975 1976 1977 /1 1978 ¿2

Agricu ltura l export* 93.2 83.3 80.9 80. 7 79.9 76.4 75.4 78.2 81.3 81.7
Cereal*
011* and fats

38.6
10.6

28.8
7.9

30.8
7.6

17.5
4.5

26.5 
7. 1

34.1
6.6

36.0
5.8

30.0 
7 i

27.9 22.4
Sugar
Fruits
Meat
Wool
Hides and skins
Other agricu lture exports

0.3
2.5 

19.8
7.5 
3.4

10.3

0.7
2.6

21.1
4.8
5.3

12.1

0 . 8
2 .9

23.9
3.4 
4.0
7.5

1.2
3.0 

35.6
3.6
6.2
9.1

2.3
1.5

26.2
6.7
3.7 

3

7.3
2.6

11.3
2.0
2.5
9.B

3.8
3.8
9.8 
3.2 
2.4

10.6

2 .1
3 . 2

13.4 
2. 7 
3.9 

15.8

2 .9  
2.8

11.9
3.6
3.9 

18.4

1.8 
3.2 

13.9 
4.4 
4.1 

22.0
Industria l exports 6.2 16.3 18.6 19.0 :*o.o 23.3 24.1 21.1 18.0 17.3
Fuels and lubricants 0.6 0.4 0 . 5 0.3 0 .2 0.3 0.5 0. 7 0.7 1.0
Total Merchandise Exports 100.0 100.0 1 0 0 .0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: World Bank Report No. ¿208-AR, Economie Nemcranrtnm on Ar,~ntinn.
\f  Prelim inary.

?/ Korefinsted.

26 November 19 78 .



Table 11, Exports ?f manufactured productti, 1960-1975 

(value o f  exports In m il l ions o f  UJi d o l la rs )

1463 1971 1472 1973 И74 1473 1976 1443-44 14КЛ1 •( i*P4ftl
1943-70 liToin

To*4, leverage, Tekecce TtUllti »4 k'i«(ln| Apfirtl Tiittl* fToducte
24.7
4.9
4.)

47. \
_JUi

9.4
■ 13,1 _1ZJlt.t

104.4
14.3
13.3

43̂4
27.3
24.2

Ш74.4 
37.2

169.4 
72 4 
42.4

.11,1-Ibl!».)
т а44.0
39.0

30. 3
ЛИ

14.4
X I Hili i _LQii°Jhate, *tc. 0.2 0,1 0.3 1.2 3. 3 21.2 24.3 3.4V**4 end taper Producte 

Of ktilcfc Paper end Nlf M
0.4 aiaC.2 ata2.1 17.0

3.2 Jlil4.7
34.9
14.4

61.4
36.4 -11,13.0 i i i 4.4 4.1 aid 13 1

look* end Crepfctc* 4.3 10.4 14.7 13.7 14.7 23.9 22.2 22.9U*th«r md Leather Fradvcci Of VhlcK Skin and Тая Leather .. Ы 3.1
9.4
4.4

*4,4
33.2 34.3

4». 3 Ь9Г9 124 7
97.6

1244 
6 К4 lid41.9 nils -Li 11. 3 44,0 i i iChmlcel* >«d FS»ratcnj:(ctli flattie* tnd KuUtr Product* flattie*

21.4
1.*
1.4

22.3
lA i2.4

34.4
10.7
2.9

39.4.
4.9
3.4

iL iJUs.o
«4.4

a°a4.1
41 . 1
33.6
6.4

69.0JO 6 
4 ."5

109.0 ~ 1.0 18.7
ЛЛ

9. 3
ID

12.3*1.3 jH
ftukktr Product• 0.3 0.Э 7.4 3.3 з.б 12.0 26.6 5. 7KonMtilktc KlnittU Of Which C\**« olo —Ы 0.2 2.3 2,7 

2.С 3.4i.o -h i »2, 4 
9.6

3.7” Г7
11,0 0 * 1.0 ■LLi i l iPetal Product!Of V-tlch Iron and Steal —Li

9.3 _LU111.9 _яа31.2 ЛИ39.4 S3 . 2 “¿4.4 134.4
124.2

U7.6
*161.2 61.2"<.6.9 100I0 4.0 11.1 dl? 716

HarKinerr and Tran.port Machinery u.o
14.7

22.0
19.4

ьь̂г
34.3 Л1±43̂7

ИМ
42.3

232. В 
14 7.4 1' 3 9 

707.4
390, 5 
221.7

64 3.0 
213 0 J4J 14.7 31.9 44.4

Tranaport E>lp»«»c 1.3 2.2 11.7 1 ».о 33.2 104.9 161. 3 173.1 230.0Other Menu(a4(ur*d Export* 0.3 _fii _ la ,.11.1 ь.з 16.2 -2d 1.3 44.4 34 4
Total Manufactured Export* ¿1 11Л. U4JL 334.9 344,2 4RJ.6 869.9 ’.131.3 799.4 10*3.3 100.0 100.0 24.3 27.3— ■ —— — --— Z. JL.‘.Z zzjzzzzematli-nal frlca Index oflr.du*trl*l Goodi lU 4U1 ш . JSU 113.4 134.6 167.4 164.3 142.2 —i— ■ .
.-Lviv far r*ir»d 0̂mo frlca* lgli 13*,* 422 J 630. 3 666̂9 422.4 365.9 i.. , 23.1 1.1■”  ' " .... 1 —

— — World ЙГ1|Чс Report No. 15?! b-AR, Ar/^ntlna; Industrial Cred it  P ro jects  •- »rtnr.i> Hnc ioDal do DennrroUo,
This manufactured exports fo l lows 131C 01 a s s t f i c a t I o n .

*'5 >4v 1977.

i



The principal markets for Argentine goods emanating from the agro

industrial sector are the developed countries while the neighbouring LAFTA 

countries are the principal buyers fo r  the other exports, mainly metal and 

engineering products. Table 14 shows the geographical d irection  o f 

manufactured exports as well as the increasing re la tive  importance o f the 

non-traditional, i . e .  non-agro-based manufacturing exports. The share o f 

agro-based industries in to ta l manufactured exports has dropped from

67.3 per cent in 1969 to 56-9 per cent in 1976. Cut o f these 57 per cent 

represented by agro-based industries only 11 per cent was exported to 

LAFTA countries and the remainder, i . e .  46 per cent was directed to other 

markets, notably the EEC market with a 24-7 per cent share. With non- 

trad itiona l manufactures the situation was d ifferen t in that exports were 

almost equally d istributed between the LAFTA countries, 23 per cent, and 

other markets, 20 per cent, the aggregate share of non-traditional manu

factures representing 43 per cent in to ta l exports of manufactured goods.

Structure o f imports

Intermediate goods have represented a fa ir ly  constant percentage o f 

manufacturing value added during the past two decades, although they have 

had their ups and downs in accordance with the le ve l o f economic a c tiv ity . 

Thus the ra tio  o f imported intermediate goods to manufacturing value-added 

f e l l  from 18.76 per cent in 196O to 13.20 per cent in 1965, and rose back 

up to 17*29 per cent in 1970. I t  then remained within the range of i4 per 

cent and 17 per cent, except for the sharp decline registered in the c r is is  

year of 1976, a year o f c r it ic a l shortage o f foreign exchange. Fuels and 

lubricants showed a ra tio  o f 3*61 per cent o f manufacturing value added 

in 1977, double that o f ¿he year 1970. Capital goods represented 28.5 per 

cent o f merchandise imports in 1977, up from 21.5 per cent in 1970. ^

Seen in rela tion  to Gross Fixed Investment, the figure jumped to 11.11 per 

cent in 1977, with the recovery from the preceding year's  recession, when 

i t  was 4.78 per cent (Table 15)*

1/ In World Bank Report No. 2208-AR, Economic Memorandum on Argentina, 
26 November 1978, Table 3*4, P- 64.
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Industrial employment

Employment in the manufacturing sector over the past quarter o f 

a century has grown at about the same rate as the population growth rate. 

Employment grew from 1t4l4*0CJ in 1950 1,946,000 in 1974, the year

prior to the onset o f the c r is is . During th is period, to ta l industrial 

employment grew at an average annual rate o f 1.31 per cent in comparison 

with the population growth rate o f 1.4 per cent. T raditiona lly, the 

unemployment rate has been comparatively low in Argentina. I t  has 

averaged between 2 per cent and 4 per cent nationally. During cyc lica l 

downturns, these rates have increased, o f course. And they are as a mile, 

higher in the provinces.

Employment in the trad itiona l industries has increased at a much 

slower rate compared with the more dynamic industries. Over the period 

1550- 1974, employment in the former grew at C.73 per cent annually 

compared with a rate o f 2.5 p«r cent among the la tte r  (tab le  16). I t  

is  well known, o f course, that industry cannot be expected to absorb a ll  

new entrants to the labour force, but that its  importance l ie s  in the 

linkage e ffec ts  forward and backward -  in commerce and services on the 

one hand, and in serving as an outlet for primary materials on the other.



Table 1/J. Oougraph 1 cal e.ompns i 1. i on o f  exports o f  manufactured products

1 9  6 9 1 9  7 6

Total Shnr1on ( o f to ta l  ) Total Shares (% o f  t o t a l )
Agro- Other Agro- Other

(USt m i l l i o n s ) Total based Mann factures (USJ m i l l i o n s ) Total based Manuf actures

Total 507.0 100.0 (l L 1 JÎL.Ï 1,032/, 100.0 86.9 / 3 . 1

u m 16/]. H 32. 6 10.7 si .8 628.6 34 .0 10.8 23.2

Urn? i 1 ?4 ■ 7 6.0 2.4 4-4 179.6 9-7 3.7 6 .0

While 42 • 5 8 . 3 C4 4-9 112.4 6.1 1-7 4. 4

Paraguay, Uruguay, d o l i v i a  /)0.1 9-7 2.2 7-5 160.0 9-1 2.2 6 . 9

Other:; 342^2 67-5 1 0. 9 1 , 2 1 4 . 0 66.0 46_.1

North America 61 .8 12.1 6 . 0 s . 2 19O.0 110 6.6 4 . 4

KT- C CM .0 44.1 /1C'. 7 1.4 821 .0 28.5 24.7 3. 8

Ponialir. t ni'nntriaa 17-0 3.6 C 1 0 . 3 218.8 11.9 4.1 7 . 8

,1 a n;i n 7-4 1 .5 1 .:> 0 . 3 69.0 3.8 3.2 0. 6

Hort o f  r + he world VC 9 6 . 2 4 • ’> 1 . 7 197.9 10.8 7-5 3. 3

Source: World bank Hepcrt No. 1977a-AHi, Argon t ip a. St run tni"il <'bangon in the Indue t r i a l  Sector,, vo1 . T , 30 March 19 7 9 .

I
Cmro
I



Table *S. Structure o f  Importa In r e la t ion  to conrumpt jor», manufnctnrin£ value addad, pvowa f ixed  lnvantmanl, and
prone domretio product, ^0-1977

( in  « i l l t o n a  o f  $e, and parcentagaa )

I m p a r t * I m p o r t  r a t i o *

C o u u m t

g o o d s

I n t e r m e d i a t e

g o o d *

F u e l *  e n d  

l u b r i c a n t e

C a p i t a l

g o o d e

C o n s u m e r  g o o d e  

t o

c o n e u m p t  I o n

I n t e r m e d i a t e  g o o d e  
t o  m a n u f a c t u r i n g  

v a l u e - a d d e d

F u e l *  6  L u b r i c a n t *  

t o  m a n u f a c t u r i n g  

v a l u e - a d d e d

C a p i t a l  g o o d s  

t o  g r o a a  f i n e d  

I n v e s t m e n t

I m p o r t  t o t a l  

Co

COP

1 9 6 0 19 5 4 0 1 2 9 5 4 9 0 . 2 4 1 6 .  76 4 . 4 8 1 6 . 7 6 1 0 . 2 4

1 9 6 5 76 1 , 4 9 2 1 94 2 6 2 0 . 2 7 1 3 . 2 0 1 . 7 2 4 . 2 5 3 . 3 9

1 9 7 0 5 1 0 4 , 4 2 4 1 9 9 1 , 5 6 3 0 . 4 1 1 7 . 7 9 1 . 1 7 7 . 3 0 9 . 7 7

1 971 5 22 5 . 7 7 5 5 6 0 1 . 9 2 4 0 . 5 0 ’ 1 5 . 7 2 1 . 5 3 7 . 5 5 6 . 4 7

1 9 7 2 6 6 1 1 0 , 6 2 2 5 7 5 3 , 7 6 0 0 . 5 9 1 6 . 4 5 0 . 6 9 6 . 5 6 7 . 1 1

1 9 7 5 6 2 7 1 5 , 1 1 5 1 , 3 7 2 3 . 5 5 6 0 . 2 3 K .  33 1 . 4 9 5 . 0 4 5 . 7 2

1 9 7 4 1 . 1 9 2 2 2 , 6 2 2 4 . 6 7 9 3 , 9 4 3 0 . 5 4 1 7 . 0 7 3 . 5 3 3 , 9 4 6 . 9 6

1 9 7 5 2 , 6 1 7 5 6 , 4 2 4 1 0 , 9 6 9 1 1 , 9 9 2 0 . 2 6 1 3 . 6 2 2 . 6 0 3 . 5 2 6 . 3 0

1 9 H 9 , 6 0 5 2 6 9 , 4 6 5 7 9 , 4 5 9 7 3 , 1 9 2 0 . 1 7 1 1 . 3 9 3 . 1 3 4 . 7 6 5 . 9 9

1 9 7 7  y i 7 5 , 2 0 9 9 4 5 , 5 4 9 2 4 9 , 4 4 6 4 4 2 , 9 0 0 0 . 4 7 1 3 . 6 7 3 . 6 1 1 1 .  n 9 . 2 »

Source : World Bank Report No. 2203-AR, Kconomjo Wamorandum on A r ^ n t in a , ¿ 6  November 1973.

Preliminary.



T a b l e  16 .  In d u s t r i a l  empl o y ment,  l 1)9 0 .1 9 7 6  

( in  thousands)

1950 1955 1960 1965 1970 1973 1976 »/ 1975 •/ 1976 a/

INDUSTRY

" T r a d i t i o n a l * '  I n d u s t r i e s

Food, beverage, tobacco 301.6 307.7 296.1 279.6 329.5 352.1
T ex t i le s »  c loth ing» leather 306.7 277.2 251.8 263.5 265.6 300.6
Wood products 8S. 2 67.9 63.3 66.2 82.2 81.0
Paper, pr in ting» publishing 59.8 62.6 66.8 76.9 10J.7 113.8
Non-netall lc  minerals 86.5 76.2 76.0 70.7 86.8 85.6
Other Industries (mainly handicraft ) 173.0 175.2 176.3 181.3 222.5 261.1

Subtotal 1.010.6 966.8 922.3 936.0 1.090.3 1.196.0 1.226.0 1.263.8
( in X o f  t o ta l ) (71.6) (66.2) (61.2) (60.6) (63.5) (62.6)

"Growth*' InJnstrles

Chemicals 76.6 90.6 1 1 1 .3 117.7 123.6 122.9
basic metals 135.0 157.0 151.6 166.6 179.8 181.9
Machinery & equipment 195.0 265.1 320.9 325.9 323.1 399.0

Subt¿ c a l A0/*. 6 692.7 58 3.H 60H.0 626.5 '<3.8 720.0 730,5
( in  X  o f  t o ta l ) (28.6) (33.B) (38.8) (39.6) (36.5) 07” 6)

Total Industrial Euiploymcnt 1,615.2 1,659.5 1,506.1 1.566.0 1,716.8 1.907.8 1.966,0 . 1,966.0

S o u r c e :  World Bank Report No. 1977a-AR, Argentina -  Structural Changes in '.he Industrial SSector, vol . T, 30 Maruh 1979.

1,203.0

707.0

1,910.0

a/ Estimates based on employment indices o f  b lue -co l la r  vorkcra o f  a l l  industries and wh ite -co l la r  workers in selected industries.
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Chapter T II

THE CURRENT SITUATION

The c r is is  o f 1975-76

The Argentine Government faced three major and in ter-re la ted  

crises in the spring o f 1976: a condition o f hyper-in flation which 

showed signs o f getting  completely out of hand; a deepening economic 

recession; and imminent default on its  foreign payments. In March 1976, 

the wholesale price index increased by a record monthly rate o f 54 per 

cent. Price increases in the f i r s t  quarter implied an annual in fla tion  

rate o f 3,000 per cent. The economic expansion observed un til early 

1975 was supported mainly by the increase in consumption, by invest

ments in  construction, and in the growth of exports. A ll o f these f e l l  

o f f  throughout the rest o f 1575 and e a r l- 1976, contributing 00 declines 

in G.D.P. o f 4.3 per centand 4.4 per cent, respective! Gross fixed  

investment declined by 15-4 per cent in the second half o f 1975 and 

l6.7 per cent in the f i r s t  quarter o f 1976. Consumption declined by 

2.2 per cent in the second ha lf o f 1975 and by 3.0 per cent in the f ir s t  

auarter of 1976. In this situation, international reserves were disposable 

only to the extent o f US$ 23 m illion.

The origins o f the c r is is ,  in the Government's view, are found in a 

complex set o f p o l i t ic a l-  economic po lic ies  pursued in the last th ir t  ; 

years save fo r  short periods. These may be broadly summarized as follows:

(a ) a growing state intervention in the economy which had the

e ffe c t , on the one hand, o f strangling the a c t iv it ie s  of the 

private sector, and on the other, o f doing its  tasks at a 

high cost. This resulted in increased public expenditure which, 

not being met by a comparable increase in resources, opened 

wide gaps in the Budget ?.«i thus gave rise  to huge d e fic its .

This d e fic it ,  financed mainly through monetar: issues, became 

the major cause o f the persistent in fla tion  which culminated 

in the situation o f March 1976.



(b ) An exaggerated concept o f se lf-su ffic ien cy , based on the 

policy  o f import substitution and enforced since the be

ginning o f the postwar period, sealed Argentina o f f  from 

major economic and technological developments; and by means 

o f a system o f high t a r i f fs  served to over-protect the 

domestic productive system from outside influences and 

competition. The protection afforded to the (r e la t iv e ly ) 

high cost manufacturing system joined with an over-valued 

exchange rate blocked Argentina's access into the world's 

markets, and they impeded the inflow o f capital and technology 

which could help Argentina to develop and modernize its  

economy. I t  also priced Argentina's agricu ltural and industrial 

products out o f the world's markets. Moreover, the system 

o f price controls and cverprotection gave rise  to in ter

sectoral resentments with the Government vainly trying 

to intervene and mediate. ^

The new economic programme as it  relates to industry

The economic programme o f the present Government consists o f a series 

o f po lic ies  and measures with the basic aim o f: (a )  redressing the pre

viously closed-economy policy through a process o f free ing  the econemy, 

both in the domestic and external f ie ld ,  as an instrument to achieve 

economic and technological development and (b ) changing the ro le  o f the 

public sector through a reduction o f expenditure and d irect state in ter

vention and encouragement o f private enterprise to De the main driving 

force o f the economy.

“\J See: Argentine Ministry o f Economy, Argentine Economic Development,
1976-1979.
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T a r iffs

The basic concept behind the new policy on t a r i f f  reductions is to 

open the Argentine economy to the competition and stimulation o f world 

trade. This is  expected to permit manufacturers and consumers to buy 

what is  most suitable fo r them in terms o f quality, volume and price on 

the world market, and with a r e a lis t ic  exchange rate to fa c i l ita te  the 

export o f national products. The t a r i f f  reduction programme was designed 

for quarterly reductions beginning early  in 1979 and ending in 19^4- By 

that time, an average t a r i f f  o f 15 per cent is  expected to prevail. 

Additionally, to stimulate imports o f cap ita l goods to increase prodcutivity 

o f national industry, for one year only the 10 per cent t a r i f f  on imported 

products not produced lo ca lly  was to be to zero. The purchase c f capital 

goods were also given credit and tax benefits support. Imports o f inputs 

and raw materials la ter incorporated into exports would also oe free of 

import taxes.

In d u s tr ia l promotion

Among the main measures taken have been: (a ) tax exemption to . 

stimulate investment in cap ita l goods, (b ) opening access to international 

sources o f medium and long term cred it, (c )  sim plifying bureaucratic 

procedures for approving industrial projects, and (d ) reorganizing and 

re-cap ita liz in g  the National Development Bank which is an important source 

o f industrial development finance. Between 1976 and 1978 almost 

US $3 b illio n  in industrial investment were authorized as against a to ta l 

o f US 11,950 m illion  during the period 1958-1975 (Figure 1).

Government expenditures and other economic and f in a n c ia l measures

In the f i r s t  quarter o f 1976, the National Budget d e fic it  reached

13.5 per cent o f GDP, highest in the nation 's h istory. Through a sharp 

cutback in expenditure, th is d e fic it  had been reduced to 6.3 per cent



Figure 1 Trend o f approved investments in promotional 
industrial projects

M illion  o f US dollars

Source: Argentine Ministry o f Economy, Argentine Economic Development,
1976-1979.
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hy year-end 1976, to 3 per cent in 1977, and to 2 per cent in 1978. In 

1978 (fo r  the f i r s t  time in 20 years) the creation o f money by the Central 

Bank was reduced to zero. This was also the target for 1979- In  short, 

the Government aimed fo r  a balanced budget. A c e ilin g  was established 

for the public debt: at 5 per cent o f GDP for 1978 and 4 per cent for 

1979- A strong e ffo r t  was made to improve the tax co llection  system.

Whereas revenues in the f ir s t  quarter o f 1976 covered only 20 per cent 

o f to ta l expenditures, th is figure was raised to 66 per cent in 1977 and 

to over 70 per cent in 1978. The reduction in Treasury expenditures was 

achieved by sharply reducing its  transfer to the provinces and to state 

enterprises. The Government sharply reduced the number o f its  employees: 

th is  went down from 158,000 in A rp il 1976 to 115,000 in 1978. A number 

o f companies which had been intervened or managed by the State were returned 

to private hands. The new orientation aimed at strengthening the S tate 's 

finances and administration by d ivesting it  of functions better done by 

the private sector; instead the objective was to lim it its  sphere o f 

ac tiv ity  to "the administration o f justice, providing for defense and 

security, issuing rules to govern human co-existence , and providing for 

health services, education, social security, and essential public servie as".

In accordance with the concept of Subsidiariedad', the Government has 

aimed at reducing its  share o f to ta l investment and to have a greater share 

o f investment by the private sector. In 1976, public investment accounted 

fo r  11.4 per cent o f GDP. This figure rose in 1977 to 12.9 per ce’ t, but 

i t  was reduced to 11.3 per cent in 1978. Por the year 1979, public investment 

is  expected to be s ligh tly  lower in real terms. The battle against in fla tion  

included the concept that i t  is better to have a price system that tru ly 

r e fle c ts  costs than to have to give way constantly to demand-pull and cost- 

push forces fed by budget d e fic its .  Rent control was permitted to phase 

out in accordance with rental contract dates. Rent control was seen as 

the major cause for the stagnation o f the home building industry and the 

shortage o f housing. The fixed charges o f state-owned u t i l i t ie s  were also 

freed so that they could cover th e ir  costs instead of disguissing the losses 

with subsidies. The Government discontinued co llec tive  bargaining during 

1976. I t  c*ablished a new wages policy in Marh o f 1977, in which it 

authorized the private sector to grant wages increases in accordance with 

new guidelines based on increases in productivity.
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I t  is  worth noting the relationsh ip between the rise  in the money 

supply and the change in the le v e l o f the wholesale price index. The 

increase in the supply o f money approached 400 per cent in the spring 

o f 1976 and reached a peak in mid-year. S im ilarly the increase in the 

Wholesale Price Index h it over 900 per cent by mid-year 1976, and as 

the supply c f  money came down so did the Index. However, i t  should be 

noted th it in fla t ion  remains a serious problem, since i t  has been aver

aging over 100 per cent annually since 1977, despite the v irtu a l cutting 

o f f  o f the money supply.

The Government was able to re lie ve  the immediacy o f balance c f 

payments problems by obtaining a loan from the stand-by fa c i l i t ie s  of 

the International Monetary Fund. This amounted to US $300 m illion . 

Foreign creditors, convinced that the I.M.F. and the Government were 

agreed on the measures for combaling the c r is is , acceeded to a re 

scheduling o f Argentina's siort-term obligations which had fa llen  due.

Recent progress

Gross dom estic product

According to provisional figures issues by the Central Bank, there 

was a growth o f 8.5 per cent in GBP in 1979 at constant i 960 peso prices, 

the highest rate o f growth fo r  the past 10 years. Although doubts have 

been expressed on the r e l ia b i l i t y  o f i 960 peso prices, th is  o f f ic ia l  

figure is  the best most recent guide to the overa ll trend in Argentina's 

economic growth. ^

Manufacturing production

Event though manufacturing showed an overa ll increase in 1977 of

3.3 per cent, some o f the sub-sectors such as food processing, wood products,

2/ The Economist In telligence Unit Ltd., 1980 Economic Review of 
Argentina, ' idon, 1980, p. 8.
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te x t ile s  and clothing suffered declines o f 11.5 per cent, 6.0 per cent,

3.5 per cent. But the recovery o f 19TTt s t i l l  incipient, ran into a 

stone wall o f r is in g  interest rates which impeded the access to working 

cap ita l. Manufacturing production f e l l  again in 1978 by 9 per cent. The 

rate of u t iliza tio n  in the sector was on the order o f "JO per cent for the 

year. For the machinery and transport industry, i t  was down to 51 per 

cent, but fo r  paper and paper products, petroleum derivatives, and 

aluminium, i t  averaged just over 80 per cent. Growth in the industrial 

sector in 1979 was impressive 11 per cent compared to 1978, a 

recession year. Compared with 1977» however, the growth rate o f the sector 

in 1979 witS 2.2 per cent.

Employment and wages

Employment during the years of the c r is is  remained high despite 

the fluctuations o f economic output. Unemployment, however, rose from

3.5 per cent in 1975 to 5*1 per cent in April 1976, then f e l l  to 2.$ 

per cent in October 1977» as the recovery got under way. Tt remained at 

that leve l well into 1978, even as industrial production turned down 

again. The success in keeping the unemployment rate down was due in part 

to the retention po lic ies  trad itiona l in Argentine, and to the incomes 

policy. The Government retained its  own work force intact and it  le t  it  

be known that i t  world do so until the recuperation o f economic a c tiv ity  

made it  possible to release workers for employment in the private sector. 

Unemployment rates in Argentine have been trad ition a lly  low. In 1979» 

in addition to a remarkably low unemployment there were signs that in 

some areaa there was actually a shortage o f suitable qu a lified  labour.

The policy o f negotiating wage increases on the basis of 

production and o f productivity ha3 been instituted. By the end o f 1978, 

rea l salaries had grown by 9-6 per cent. Another related p lies factor 

is that there are reasonable hopes that che rate of in fla tion  in 

Argentina in 1980 w ill f in a lly  come down to a two d ig it  figure. The 

Fundación de Investigaciones Latinoamericanas has produced an estimate 

for 198O in fla tion  o f 91 per cent.

1 / The Economist In telligence Unit Ltd., 1980 Economic Review o f Argentina 
London, 1980, p. 3. ----------------- ------------------------------ ’



Balance o f payments

The balance on current account turned, sharply negative in 1975» 

and reservers were v ir tu a lly  drained. The current balance showed a 

positive balance o f US $649 m illion  in 1976 and was followed by a 

further improvement to US $1,317 m illion  in 1977- Just as the drop 

in exports contributed to the c r is is  in 1975» 30 i * 3 recovery in 1976 

contributed to its  improvement in 1976. Imports increased by 54 per 

cent in 1979 and exports by 23 per cent. Similar growth rates would 

throw the current account into d e fic it  in 1980. By year-erri 1979» however, 

the country's reserves had reached the sum o f about US $10 b illio n , a 

record figu re .
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