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Social and Economic Background of Argentina

According to the World Bank, in 2003, Argentina had a population of 36.8 million people, with 63.2% between the ages of 15 and 64. The unemployment rate of the total labor force was 15.6% in 2003, according to the Labour Force survey. The Inter-American Development Bank (IADB) estimates that 53.9% of the labor force was working for a microenterprise from 1999 to 2000. A microenterprise in Argentina usually hires up to five employees. 

Three percent of Argentina’s population lived on under US$1 per day and 14% lived on under US$2 per day in 2001 based on the World Bank World Development Indicators. According to the UN, the GINI coefficient for Argentina in 2001 was 0.52. 
Various other indicators are used to measure the broader economic picture as well. The 2003 PPP-adjusted gross domestic product per capita in terms of current international dollars was $12,106, a 9.2% increase from $11,086 in 2002. From 2003 to 2004, the remittances Argentina received amounted to US$235.9 million according to the World Bank. With respect to the money supply, the OECD and World Bank estimate that Argentina’s money supply as a percentage of GDP was 27% in 2003. Regarding foreign direct investment, Argentina received US$1.02 billion in net inflows and US$109 million in foreign aid and development assistance in 2003, according to the IMF and OECD.
The currency of Argentina is the Argentine peso (Ps). After being pegged to the US dollar since 1991, the currency was permitted to float as of January 2002. The average exchange rate was Ps3.06:US$1 in 2002, Ps2.90:US$1 in 2003 and Ps2.92:US$1 in 2004, according to the Economist Intelligence Unit (EIU). 

The Financial Sector Assessment Program (FSAP), sponsored by the World Bank and IMF, is underway in Argentina.

Doing Business in Argentina

The World Bank uses several indicators to assess the business environment of a country. In Argentina, entrepreneurs are required to go through 15 steps to launch a business which requires 32 days on average, at a cost of 15.7% of gross national income (GNI) per capita in 2004. Registering property requires 5 steps and it costs 21.3% of income per capita to create collateral in order to receive a loan. Argentina scores 5 on the Disclosure Index, which ranges from 0 to 7 with higher values indicating greater disclosure, while the regional and OECD averages are 2.3 and 5.6, respectively. 
In Argentina, credit information is collected and made available by the Power Station De Deudores of The Financial System, managed by the National Direction of Protection of Personal Data (Argentina’s Ministry of Justice).  According to the World Bank, public credit registry bureaus cover 201 borrowers per 1000 adults while private credit registry bureaus cover 733 borrowers per 1000 adults. In terms of the World Bank’s Credit Information Index rating, Argentina scores 6, the highest score of the index.  

Regulatory and Legal Environment of Argentina

The ease of enforcing contracts is measured by the World Bank in part by using a typical lawsuit for overdue debt. According to the Bank’s study, it takes 33 procedures and 520 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 15% of debt value on average, versus 10% for the OECD and 23% for the region. The recovery rate for creditors in Argentina is $0.24 per USD. Filing bankruptcy takes about 2.8 years with a cost of 18% of estate value. 
According to Gianfranco A. Vento from University La Sapienza, credit societies or local cooperative banks, play a role in the microfinance sector. They were reintroduced in 2003 by the Argentine Parliament. The credit societies are supervised by the Central Bank of the Argentina Republic (BCRA). They are cooperative banks which can operate with only one office without any branches.  Consequently, credit societies can only provide loans in the same geographic area where people deposit their savings. The minimum capital requirement for credit societies ranges from US$34,660 to US$334,660 depending on the geographic region in which they are located. Credit societies can collect small deposits (less than US$4,159 each) as well as provide short-term microcredit loans (no larger than US$17,330 each).  
According to the Institutional Reform and the Informal Sector Center at the University of Maryland, establishing a commercial bank in Argentina requires minimum capital of US$10 million and a minimum capital-asset ratio of 11.5%. The Central Bank treats collateralized and uncollateralized loans differently: joint liability group guarantees are considered as personal guarantees in Argentina, while individual guarantees are not formally recognized as effective guarantees, reports Tor Jansson and Mark Wenner from the IADB.
Law No. 21,382 on Foreign Investment governs foreign investment activities in Argentina. According to the IADB, this law liberalizes the entry and outflow of capital. It seeks to equate the legal and tax treatment of foreign and local investors across industries. 

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Argentina

According to the BCRA, as of February 2005, there are 73 banks, 17 financing companies, and 2 cooperative private banks in Argentina. Most microfinance operations in Argentina are conducted by regulated banks rather than by unregulated NGOs. PlaNet Finance reports that the penetration of microfinance institutions in Argentina is less than 1%, and the IADB reports that Argentina has a small microlending presence. There is no information available on the total number of clients.

Mark Schreiner of Washington University in St. Louis reports most Rotating Savings and Credit Associations (RoSCAs) in Argentina are informal, but Argentina does has some formal RoSCAs run by car dealers and banks. Members of RoSCAs do not necessarily know or meet each other. The government of Argentina regulates formal RoSCAs to protect the deposits of net savers. Formal RoSCAs are usually composed of 20 to 100 members. They are much bigger than informal RoSCAs and can last ten to eighty-four months.
Created at the end of 1997, the "Fondo Fiduciario de Capital Social" (FONCAP) is an initiative of the Argentinean government. It channels funds and provides technical services to retail MFIs. It will be the private administrator of an endowment of US$60 million from the Secretary of Social Development. The Argentinean government can own only 49% of the organization and international organizations, such as CGAP or Acción International, would own the rest of FONCAP. 

Activities of Argentina’s National Committee

On April 11, 2005 Argentina launched the National Committee formed by 25 institutions representing the National Government, the Central Bank, banking institutions, NGOs with expertise in microcredit, national and international sponsors, small and medium-size enterprises, the Inter-American Development Bank and the academic sector through the participation of public and private universities.   

The National Committee’s action plan is focused on the long-term sustainability of microfinance in the country, on which it will hold two forum/workshops: Forum on Institutionalization of Microfinance Activity and Forum on the Long Run Sustainability of Microcredit Activity. To establish the framework for the above mentioned forums, the National Committee is conducting a study on the current situation of the microfinance sector, which will include the potential financial sources. The Committee is also preparing guidelines on best microfinance practices in Argentina.

In addition to focusing on sustainability, Argentina’s National Committee is also working to increase public awareness of the importance of microfinance. An exhibition on successful projects financed through microcredit loans and a microfinance entrepreneurship award are among the activities that Argentina’s National Committee is planning. At the end of the 2005, Argentina will also hold a national workshop to present the activities held during the International Year of Microfinance and to evaluate the attainment of its goals. 

Argentina is not involved in the Global Microentrepreneurship Awards (GMA) for 2005.
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