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1. 4/15/68 

2. 10/2/68 

3. 10/14-
10/22/68 

10/18/68 
{B.A.) 

10/18/68 
{B.A.) 

10/21/68 
{B.A.) 

10/21/68 
{B.A.) 

10/21/68 
(B.A.) 

10/21/68 
(B. A.) 

10/21/68 
(B.A.) 

10/21/68 
(B.A.) 

10/22/68 
(B.A.) 

10/22/68 
(B.A.) 

10/22/68 
(B. A.) 

10/22/68 
(B.A.) 

10/22/68 
(B.A.) 

ARGENTINA 

Dr. Pedro Eduardo Real, Governor of the World Bank and President 
of the Central Bank of Argentina 

Dr. ~ger Vasena, Minister of Economy and Labor 
Dr. Pedro Eduardo Real, President of the Central Bank 
Admiral Francisco N. Castro, Secretary, National Development Council 
Dr. Angel R. Caram, Financial Counselor, Embassy 

M(o;rt:;::,:on;;.~s~ io:/~r~n~:i~it ;6 :ge~t~na: 
Dr. Pedro Eduardo Real, President of the Central Bank 
Mr. Hernando Campos Menendez, Vi ce Pre !dent· 

Bernardo J. Loitegui, Secretary of Public Works 
Other Urban officers 

Director, Analisis Dr. Fernando M. Morduchowicz 

Dr. Jose Alfredo Martinez de Hoz, Director, Aceros Industria 
Argentina (ACINDAR) 

Emilio F. van Peborgh, Minister of Defense 

Dr. Guido di Tella, Vice President, Siam di Tella, Ltd. 

Dr. Krieger Vasena, Minister of Economy and Labor ( k t;) <J:: 
Dr. Francisco Soldati, Adviser, Ministry of Economy and Labor 

Dr. Roberto Alemann, Director Delegado, Alemann & Cia; former 1 

Minister of Economy and U.S. Ambassador 

President Juan Carlos Ongania 
Dr. Krieger Vasena, Minister of Economy and Labor 

Dr. Carlos B. Llerene, Lawyer and Economic Consultant 

Dr. Carlos C. Helbling, Presidente, Promotora de Finanzas (industrial 
finance) 

Dr. Jorge Rosner, population expert; director of an institute for 
research, a part of the Jesuit University in Buenos Aires 

Prof. Dr. Julio H. G. Olivera, Director, Bireeter, Institute de 
Investigaciones Economicos, University of Buenos Aires 
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Meetings for which there are no Memoranda of Conversation: 

10/19/68 Pablo Larreta, Estancia Acelein-Tandil (overnight at the ranch) 
(B. A.) 

10/19/68 Senor Comisionado Municipal de la Ciudad de Cipolletti 
(Rio Negro) 

10/20/68 Gen. Juan Carlos de Marchi, Presidente Ferro Carriles, Argentinas 
(Mar del 
Plata) 

10/20/68 Prof. Gaston Bordelois, President of INTA 
(Balcarce) 

10/21/68 Luis M. Gotelli, Secretary of Energy and Mining 
(B.A.) 

12/17/68 Dr. Roberto Alemann, former Minister of Finance 

12/19/68 Luis Maria Gotelli, Secretary, Energy and Fuels 
Daniel Fernandez, Financial Counselor, Argentine Embassy 
Ambassador Eduardo A. Roca 

List of others Mr. McNamara possibly met at end of Tab 3 

4. 1/23/69 ernardo Loitegui, Secretary of Public WorkS 

5. 

6. 

4/2/69 

4/14/69 

5/2/69 

5/27/69 
& 

5/28/69 

7/18/69 
(Aspen -
Eisen. Ex.) 

9/27/69 

Victor Mangonnet, Sub-Secretary of Public Works and General 
Administrator of Vialidad 

Dr. Jorge Rosner, population expert; director of an institute for 
research, a part of the Jesuit University of Buenos Aires 

Dr. Carlos C. Helbling, Presidente, Promotora de Finanzas, Argentina 

Dr. Pedro Eduardo Real, Governor of the World Bank and President of 
the Central Bank of Argentina 

Daniel Fernandez, Minister (Financial Affairs), Embassy 

Dr. Krieger Vasena, Minister of Economy and Labor (came as head of the 
Krieger Vasena Committee) 

Alberto J. Gabrielli, Special Adviser to the Minister of Justice 

Jose Maria Dagnino Pastore, Minister of Economy and Labor 
Egidio Iannella, President, Banco Central de la Republica Argentina 



7. 10/2/69 

2/22/70 

8. 2/25/70 

9. 3/23/70 
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Dr. Jose Maria Dagnino Pastore, Minister of Economy and Labor 
Dr. Manuel San Miguel, Under-Secretary of International Economy 
Dr. Francisco N. Soldati, Director of Finance, Ministry of 

Economy and Labor 
Dr. Mario Brodersohn, Adviser to the Minister of Economy and Labor 
Dr. Javier R. Villaneuva, Director of Development Policies, 

National Development Council 

Dr. Raul Prebisch, Director General, Latin American Institute 
for Economic and Social Planning 

Dr. Jose Maria Dagnino Pastore, Minister of Economy and Labor 

Ambassador Pedro E. Real 

6/18-19/70 
(Heidelberg) 

Dr. Raul Prebisch, Director General, Latin American Institute 
for Economic and Social Planning 

10. 9/24/70 
(Copen.) 

11. 12/22/70 

12. 7/12/71 

Carlos M. Moyano Llerena, Minister of Economy and Labor 
Daniel Fernandez, Secretary of State for Energy 
Francisco P. Soldati, Adviser, Director of Finance 

Dr. Juan Llamazares, Under Secretary of Public Works 
Com modore Eduardo V. Di Prisco, Under Secretary of Industry 
Ing. Juan Carlos Franck, Ministry of Economy and Labor 
Cor. Lucio H. Mazzola, Argentine Railways 
Cor. Enrique Mario Barrague, Argentine Railways 

Ambassador Pedro E. al 

13. 9/27/71 Dr. Juan A. Quilici, Minister of Finance 
Dr. Carlos S. Brignone, President of the Central Bank 
Dr. Angelo R. Caram, Minister, Embassy of Argentina 
(other representatives of the Ministry and Central Bank) 

14. 12/15/71 Ambassador Carlos Manuel Muniz 
Angel Caram, Financial Counselor, Embassy 

15. 2/3/72 Dr. Carlos S. Brignone, President of the Central Bank 

6/16/72 
(NY) 

16. 3/26/73 

~ Dr. Dante Simone, Director of Policy, Ministry of Finance 
> Dr. Horacia Alonso, Assistant General Manager, Central Bank 
~ Dr. Angel R. Caram, Financial Counsellor, Embassy of Argentina 

Ambassador Carlos Manuel Muniz 

Jorge Born, Chairman and President, Bunge & Born S.A., Buenos Aires 

Jorge Wehbe, Minister of Treasury and Finance 
Dr. Jorge Bermudez Emparanza 



Argentina 

17. 8/1/73 

18. 11/29/73 

19. 1/10/74 

20. 1/17/75 

4/8/76 
(In Asuncion) 

21, 6/16/76. 

22. 

23. 

24. 

25. 

10/5/76 
(Manila) 

9/27/77 
(Annual 
Meeting) 

10/26/77 

6/'{.6/78 

9/26/78 
Annual 
Meeting 

6/24/80 
Lunch 

26. 10/1/80 
Annual 
Meeting 
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Gomez Morales, President, Central Bank 
Horacia Alonso, Department Head in Central Bank 
Mr. TErsoglio 

Ambassador Orfila 

Ambassador Orfila 

Finance Minister Gomez Morales 
Ambassadoe Orfila 
Mr, Angel Caram, Financial Attache of Embassy 
Mr. Bauer, Ministry of Finance 
Mr. Barrios, ED and Mr. Sojit, Alternate ED 

Mr. Legisa 
Mr. Lemonica 

(Argentine members of Yacyreta Binational 
Entity - Paraguay/Argentina) 

Jose Alfredo Martinez de Hoz, Minister of Economy 
Alfredo Diz, President of the Central Bank 
Arnoldo Musich, Ambassador to the US 
Francisco Soldati, Director of the Central Bank 
Daniel Dante Simone, Financial Attache of Embassy 

Jose Martinez de Hoz, Minister of Economy 
Adolfo C. Diz, President,' Banco Central de la Republica Argentina 
Carlos C. Helbling, President, Banco Nacional de Desarrollo 

Jose Martinez de Hoz, Minister of Economy 
Miguel Iribarne, Director of Economy 
Eduardo Conesa, Alternate Executive Director, IBRD 

Roberto Olejaveska, Director, Galeria de Arte Renacimiento 
(Courtesy call) 

Walter Klein, Secretary for Coordination & Programming 

Dr. Jose Alfredo Martinez de Hoz, Minister of Economy 
Miguel Iribarne, Director of External Finance 
Juan Carlos Iarezza, Financial Attache 
Eduardo Conesa, Alt. ED 
Alberto Sola, ED designate 

Minister Klein 
Ambassador Espil 
Mr. Sola (ED) 

Dr. Jose Alfredo Martinez de Hoz, Minister of Economy 
Mr. Sola (ED) 
Mr. Soldati, Director, Banco Central de ls Republica 
Mr. Blanco, Director Nacional de Politica Economica 

y Financiera Externa 



I 



FoRM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATION AL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
~ A ..dt t:i..k_/ 

Mro Robert s. McNama.r~ 

Roger Chaufournier ~ 
ARGEN.riNA - Dr. Real's Visit 

DATE: April 12, 1968 

1. Dr. Pedro Eduardo Real, President of the Central Bank of the 
Argentine Republic and our Governor for Argentina, is to call on you on 
Monday, April 15, at 3:00p.m. 

2. Dr. Real was born in 1911 and holds a. law degree from the 
University of Buenos Aires. He served at the Central Bank from its 
establishment in 1935 until 1950, with an interruption in 1944 when he 
assumed the duties of Under-Secretary for Finance and Public Works in 
the nort~western Province of Tucum.an. In the early 1950's, Dr. Real 
was active in banking and industry. Returning to the CentraJ. Bank in 
1955 as Deputy General Manager, he held the post of General. Manager in 
1956/57. After five years in business, he was appointed Vice-President 
of the Central Bank in 1962 but left in 1963 when Dr. DJ.ia was elected 
President of the Republic. Between 1963 and 1967, he headed a metal
lurgicaJ. company a.nd was a director of two private banks. Dr. Real 
became President of the central Bank in early 1967, at the time Dr. Krieger 
Vasena took over as Minister of Economy and Labor in the Government of 
President Ongania. Since then, the two men have worked together -well, al
though Dr. Krieger is an internationally-minded liberal, while Dro Real 
has long espoused conservative and nationalistic views • 

.3. Dr. Real is coming mainly to pay you a courtesy call. Argentina 
recently told us that it was prepared to release its 9% capdtal subscriP
tion to the Bank and Dr. Real may me·ntion this as evidence of Argentine 
support. He might also bring up a question which has arisen under our 
$15 million livestock loan of 1967, namely the interest rate to be charged 
to farmers. We cannot review our position on this question without further 
discussions with Dr. Real, and we plan to hold these with him after his talk 
with you. 

cc. Messrso Alter o/r 
Bell 
Skillings/Fajans/Dosik 
stoops/Schaefer-Eehnert 
Keltie 
Webb 
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Jh.A~a/tt ~~fit( . diaAe . 
INTERNATIONAL DEVELOPMENT I ~ INTERNATIONAL BANK FOR 1 ;/(N~tTIONAL FINANCE 

ASSOCIATION RECONSTRUCTIO~~E~OPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Memorandum for Record 

FROM: Gerald Alter ~ 
DATE: October 31, 1968 

SUBJECT: Meeting of Mr. McNamara with Minister of Economy of Argentina, 
Dr. Krieger Vasena 

Mr. McNamara met in Buenos Aires on Monday, October 21 with Minister 
of Econo:D\V' Krieger Vasena, his economic secretaries, his deputy and the 
Director of CONADE. Messrs. Alter, Steckhan and Clark were also present. 
Mr. McNamara met briefly with Minister Krieger Vasena on Tuesday, October 22 
and Dr. Krieger Vasena attended a luncheon with the President on the 22nd. 
This memorandum summarizes discussions with the Minister of Econo~ on all 
three occasions. 

Dr. Krieger Vasena stated that the two major problems facing 
Argentina are how to accelerate growth and maintain the stabilization 
program. External assistance is needed because an expansion of investment 
is essential for growth and there is a limit to the extent to which they 
can restrict consumption. They want to avoid political extremes while at 
the same time calling for reasonable sacrifices on the part of the people. 
Stopping inflation is essential if Argentina is to mobilize its own 
resources and orient investment to proper channels. It is crystal clear 
that they cannot use inflation anylonger as a positive force for develop
ment. 

There was a brief review, b.y several of the secretaries, of the 
investment program in the major sectors. 

1. With respect to energy, Mr. McNamara had had a thorough discussion 
with Secretar,y Gotelli during the course of the trip over the weekend and 
no major problems were posed. It was pointed out that the Government was 
under very strong pressure from Cordoba to set up an atomic energy plant 
and the Goverrunent was taking a negative position. With respect to YPF, 
Mr. Gotelli mentioned that they have reduced the number of workers b.y 
10 percent and increased production by 40 percent. YPF' s operations 
have greatly improved and the.y now have a capital inventor,y for the first 
time. Gas del Estado constitutes the chief problem at the moment. There 
is a need to study their tariffs which are probab~ too low and also to 
establish a more rational pricing policy for gas, introducing same 
geographical differentials. 

The Minister stated that with respect to state enterprises in 
general, the.y are now planning to establish a new institutional base for 
their operations using as their model SIDBA. They want to introduce 
more flexibility into the operations of the state enterprises while at 
the same time preserving for the Government basic policy direction. In 
3 or 4 months, the.y hope to have a new basic statute for state enterprises. 
Minister Krieger Vasena, at the conclusion of one of the meetings, paid 

resident has s .? 

v· 
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special tribute to the World Bank for insisting upon the efficient 
operation of public enterprises. He pointed out that many Governments, 
after nationalizing activities in basic fields, failed to operate the 
enterprises in a businesslike manner. 

2. Minister Krieger Vasena confirmed that Argentina would want Bank 
assistance in transport and communications. 'While in the road transport 
field an overall plan was still to be formulated, he felt the people :in 
this sector were doing a good job and the problem deserved Bank support. 
He indicated some preference for roads in the interior of the country 
citing the road program in Misiones and the major trunk roads in the rest 
of the country. At the same time, the Secretary for Public Works stressed 
the need for access roads in Buenos Aires, where the deficit is very great. 
Secretar.y Loitegui expressed his view that Argentina needs larger loans 
from the Bank :in the highway field. Small loans make it very difficult 
for Argentina to accept the consulting services that the Bank seems to 
require (I pursued this subject in a private conversation with the 
Secretar.y - I doubt this is a very serious matter). With respect to 
rail~s, the Minister was eagerly awaiting to receive the report of the 
World Bank so that he could take it into account in formulating decisions 
with respect to the railways for 1969. In a private conversation during 
lunch, Dr. Krieger Vasena emphasized that the prospect for direct 
assistance from the Bank for rail~s, even if not immediate, would assist 
him greatly in getting approval for a railway rehabilitation program. He 
seemed to doubt whether the prospective Bank assistance in other fields 
of transport would help greatly in dealing with the railway problem as 
such. I referred him to the approach which we are following in Brazil 
and cited the recent letter we had received from the Brazilian transport 
authorities on transport policies as a ~ole, in connection with our 
forthcoming loan to Brazil for railways. 

Mr. MCNamara pressed the Minister to clarif.y the order of priorities 
he placed on subways, access roads, highways, railways, etc. Admiral Castro 
replied, at the suggestion of the Minister, simply pointing out that CONADE 
is working on a 5-year plan which incorporates their order of priorities on 
these various projects. 

3. Dr. Krieger Vasena confirmed the Government 1s interest in Bank 
support for the telephone sector. A telephone plan for the medium term 
should be available in 3 months. 

4. With respect to the industrial sector, Dr. Krieger Vasena referred 
to the increased :interest which IFC is displaying and urged Mr. McNamara's 
support. He also mentioned the possibility of obtaining IFC financing for 
toll roads, toll bridges and other public works projects which might be 
turned over for development to private concessionaires. He observed that 
such systems had worked well in .Argentina in the past and that they might 
want to approach IFC in the future. Mention was also made of the 
possibility later on, of the coming to the Bank for some large projects 
in the industrial field, maybe in the aluminum sector. 
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Minister Krieger Vasena mentioned that the economic target for 
1969 is a growth rate of about 6 percent. He feels the primar,y problems 
lie in incomes policy and fiscal policy. They are preparing, along the 
lines reconnn.ended by the Bank, a new land tax and a consolidation of 
the social security tax with the income tax. They hope to raise about 
100 billion in additional revenues from these measures. (The figure was 
reported privately to Mr. Alter during a luncheon conversation. There 
is some uncertainty about the 100 J:dllion figure. The IMF representative 
in Buenos Aires mentioned 60 billion pesos as the amount of additional 
revenues which would be produced b,y the two measures cited above.) He 
recognized that they would have to continue reducing the export retentions 
and for this, as well as other reasons, a substantial increase in revenues 
as a result of new measures was called for. 

Minister Krieger Vasena, who had just returned from his European 
trip, expressed considerable optimism about the prospects for Argentine 
meat exports to European markets and to Japan. He cited the very heavy 
subsidies now being paid to the Connnon Market countries to promote their 
domestic meat production, suggesting that the Governments were prepared, 
in the face of a very heavy demand for meat created b,y raising incomes, 
to permit larger imports. The Minister is convinced that in the current 
phase of its development, Argentina must also develop its manufacturing 
for export. Industrialization in the past was promoted by balance of 
payments crises. Indiscriminate import substi. tution resulted. 'While 
they have succeeded in reducing tariffs somewhat, they are still too 
high and they want to continue to reduce tariffs in order to increase 
competition and promote efficiency. 

Dr. Krieger Vasena mentioned in a luncheon conversation with 
Mr. Alter that it is unlikely that Argentina will have a new standby 
with the Fund on the expiration of the present standby in April. 
Argentina is now in the super gold tranche and he was told by 
Mr. Schweitzer during his recent visit to Washington that it was not 
Fund practice to have standb,ys with countries that are creditors of 
the Fund. Dr. Krieger Vasena stated that it would be advantageous, 
both for the Government t s internal and external relationships, to have 
an understanding on economic policy with the World Bank next year. 

cc : Mr. Knapp 
Mr. Wiese 
Mr. Skillings 
Mr. Baum 
Mr. Dosik 

GAlter:pa. 
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• 

TO: 

FROM: 

SUBJECT: 

Gerald Alter if 
Meet;ing of Mr. ~Namara wi. th President Ongaf1ia of Argentina 

DECLASSIFIED 
SEP 1 9 2012 

WBG ARCHIVES 
Mr. McNamara met with President Onga.fi.ia in Buenos Aires on 

October 22, prior to having lunch with the President. Minister Krieger 
Vasena and Mr. Alter were also present. 

MUch of the discussion focussed on President Ongaffia 1s philosophy 
concerning the future development of Argentina. President Onga.fi.ia 
expanded at length on his conception of the important role that the 
military had to play at this critical juncture in the development of 
Argentina's national spirit and its political and economic integration. 
He clearly feels that providing the armed forces with modern technology 
is a high priority requirement for the country, justified by the particular 
role that military groups must play in the orderly development of the 
country. 

Argentina's prime need at the moment is a reordering and trans
formation of its economic life so that at a later stage political institu
tions could be restructured and representative government re-established. 
The Government, in his judgment, must demonstrate a eapaci ty to do things 
effectively and only after it is demonstrated such a capacity, can the 
country afford a return to representative government. President Ongaf1ia 
did not indicate how long a period would be required but he seemed to 
imply that this process may take maqy years. 

These discussions with President Ongafiia revealed weak points in 
the Argentine situation which must be carefully watched. 

1. The President's ~stical conception of the role of the militar,y may 
well lead to irrational and costly expenditures for military purposes and 
for other purposes considered by militar,y groups to be important for 
"national integration". 

2. While the populace seems to be willing to accept for the moment 
a delay in the establishment of representative institutions, there is 
no assurance that President Ongafiia 1s indefinite time schedule w.ill 
prove acceptable. 

cc: Mr. Wiese. 

GAlter:pa. 
....: - . 



FORM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Memor~for Record 

FROM: JosepflJ:fajans 

DATE: October 4, 1968 

SUBJECT: ARGENTINA ... Mr. McNamara's Meeting with 
Delegation to Annual Meeting 

1. On October 1, Dr. Kr:ie..ger Vasena, Minister of Economy and 
Labor; Dr. Real, President of the Central Bank; Admiral Castro, 
Secretary to CONADE; Dr. Caram, Financial Counselor at the Argentine 
Embassy; and Dro Fernandez called on Mr. McNamara at the Sheraton Park 
Hotel. Dr. Escobar and Messrs. Knapp, Alter and Fajans were present. 
The meeting lasted twenty minutes. 

Mr. McNamara • s Visit to Argentina 

2. Dr. Krieger and Mr. McNamara thought that an excellent program 
had been worked out for the visit. Dr. Krieger wished Mr. McNamara to 
see things good and bad, meet people of his choice, and gain a personal 
impression of the country which would be of great interest to Dr. Krieger 
and his colleagues. He mentioned the humid pampa where the Bank was 
already giving technical assistance to agriculture, and the important 
industrial area of Zarate~Campana where Mr. McNamara would meet, and 
talk to, the Argentine workers. Mr. McNamara responded that he did not 
know Latin America well, looked forward to his trip to Argentina where 
the Bank expected to more than double the volume of lending, and was 
particularly interested in the area of El Chocon. He wished to learn 
more about this project for which the Bank was about to lend a substantial 
amount. He would be pleased to share his impressions with his hosts but 
wanted -to forewarn them that five days was too short a time to form firm 
impressions. 

Argentina's Economic Past 

3. Dr. Krieger said that before World War II, Argentina could 
look back at fifty years of stability and growth. The country had had 
large monetary reserves and vast food resources. In the '20s, 
Argentinats condition was comparable to that of Canada. In the '30s, 
it was close to that of Australia. Then came a period of mismanagement: 
it was interesting to see how a government could destroy an economy 
through inflation, nationalization and expropriation. Argentina devoted 
the last ten years to the reconstruction of its economy. Even now, the 
country faced tremendous problems of modernization of the economy and 
improvement in social conditions. Dr. Krieger went on to explain the 
differences between Argentina and some other parts of Latin America. 
However, the problems of the southern part of South America were similar 
and resulted mainly from the inflation and the poor condition of the 
public sector of the economy. 

Pr sident has seen 
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The Railways 

4. Mr. McNamara referred to the huge deficit of the railways 
and asked whether this was a political problem resulting from the 
opposition by the population in the affected areas to the closing 
of uneconomic lines. Dr. Krieger replied that political opposition 
to railway reorganization had come from the powerful railway union; 
the union struck in 1962 and sounded a death knell to the Larkin 
Report. The present Government was fully conscious of the fact that 
if the railway deficit could be eliminated, the Government budget 
would sho\'I a surplus. Army engineers were currently running the 
railways without any interference on the part of the union. Reducing 
personnel and closing lines no longer presented political problems. 
Improvement in cargo handling and passenger service was evident to 
recent Bank missions, . but a huge investment was required in rehabili
tation and modernization. Dr. Krieger knew the problem but did not 
know how to resolve it. The Bank's transport mission would certainly 
be forming views on these matters. 

Argentina's Relations with the Bank 

5. Dr. Krieger emphasized the fact that Argentina had joined 
the Bank too late. This had been a grave mistake. Compared with 
Mexico and Brazil, the Bank had done very little in Argentina. The 
Bank 1 s staff' should not be blamed for this; it was Argentina t s fault 
that she did not pursue correct policies. Since the present Govern
ment had embarked on the right course, the Bank had been helping 
greatly through the livestock and Segba loans, the proposed El Chocon 
loan and the transport mission. People in Argentina thought of' the 
Bank • s staff as sometimes cruel but always just. In perspective, he 
should compliment the staff on its judgment. He was happy to see 
Mr. McNamara in his new capacity as President of' the Bank. 
Mr. McNamara thanked Dr. Krieger and said that he had the help of a 
magnificent staff under Mr. Knapp. 

cc: Messrs. Knapp 

JFajans:mr 

Alter 
Steckhan 
Baum/Sadove 
Knox/White/Sheehan 
Evans/Stoops 
Wright 
Skillings/Dosik 
Cancio 
Keltie 
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FoRM No. 57 INTERNATION AL DEVELOPMENT 
ASS OC I ATi f N ' 

INTERNATIO AL BANK FOR I INTERNATIONAL FINANCE 
RECONSTRUCTION .AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Memorandum for Record 

FROM : Gerald Alter fr 
DATE: January 28, 1969 

SUBJECT: Meeting of Mr. McNamara with Ing. Bernardo Loitegui, 
Secretary of Public Works of Argentina 

Mr. McNamara met on Thursday, January 23 with Secretary of 
Public Works Ing. Bernardo Loitegui and Ing. Victor Mangonnet, Sub
Secretary of Public Works and General Administrator of Vialidad. 
Mr. Alter was also present. 

The Secretary of Public Works indicated that while Argentina 
was in the process of developing a more rational economical~Y j~stified 
highway program, they had to take into account many considerations in 
deciding on the size and composition of their total program. While they 
understood well the Bank's insistence on high priority projects in the 
case of Bank financing, they would have great difficulty in accepting 
the Bank's insistence on their whole program conforming to Bank 
standards. Mr. McNamara responded by observing that even though the 
Bank lends for specific projects it must also. be concerned with the 
overall justification of the program in which the specific projects 
financed by the Bank form a part. The Secretary seemed to accept this 
point of view (as he had in previous discussions with the staff) and 
Mr. Alter observed that we seemed to be reaching agreement with the 
Argentine authorities on a reconnaissance survey of the highway field 
which would provide technical bases in judging the relative merits of 
the various projects to be included in the highway investment program. 
In a follow-up conversation with the Secretary after the meeting 
Mr. Alter confirmed that the Secretary is willing to accept Bank 
"involvement" in the overall highway program. He seems to fear that 
the Bank will insist that all of the roads in Argentina be submitted to 
a rigorous economic test, even those being undertaken by the provinces 
in cases where the national authorities have no control under present 
law. Mr. Alter assured the Secretary that we would not expect absolute 
perfection in the road program but that the extent of our financing in 
the future would be contingent on our being satisfied that real progress 
was being made in formulating and implementing a rational program. 

With respect to the access roads around Buenos Aires, the 
Secretary again referred to his plan for toll roads under private 
concessions. Mr. Alter pointed out that while he had not an opportunity 
to discuss this proposal with the Secretary, he understood that the staff 
had many reservations on this proposal. They felt that the roads in 
question may not be adapted for tolls and that a system which envisages 
private contracting and financing joined together in this manner did not 
assure most economical financing terms and construction costs. It was 
agreed that the staff would have further discussions with the Secretary 
on this matter. 

cc: Messrs. Knapp, Baum, Geolot, Skillings. 

GAlter:pa. 





• May 28, 1969 

MEMORANDUM OF CONVERSATION WITH DR. KRIEGER VASENA 

Vasena stated: 

a. He is preparing a "letter of intention" to be sent to the Bank and 
a written statement of a 4- or 5-year program to eliminate the railroad 
deficit, a copy of which he will also send to the Bank. (His railroad re
organization program will include a plan to lay off 45,000 people, more 
than the Bank recommended.) 

b. The transmission of both of these statements to the Bank will, in 
his opinion, exert a discipline on Argentinian political authorities. 

~. Following a review of the statements by the Bank, he hopes we can 
make a statement to the Argentine Government indicating our receipt of them, 
our support of them, and our willingness to proceed with a substantial 
lending program with the Argentine Government, assuming that the commit
ments made in the two statements are met. He indicated we made such a 
statement with respect to Spain in 1964. I did not commit the Bank to an 
endorsement of the Argentinian program or to a public statement regarding 
a future lending program, but I did say we would examine his statements 
carefully and do everything possible to support his objectives. 

d. He is planning to borrow in the Swiss, German and U.S. markets, 
not primarily because of a requirement for capital but rather again as a 
disciplinary measure, imposing obligations on the Argentine economy to 
adhere to standards of performance acceptable in the international money 
markets. 

RMcN 
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OFFICE MEMORANDUM 
TO: Nr . Robert S. HcNamara 

FROM: Geral d Alter ff 
DATE: May 23, 1969 

suBJECT: Visit of Dr. Krieger Vasena 

1. Although you do not have a private meeting scheduled with 
Dr. Krieger Vasena during his visit here next week, we know of a number 
of subjects about which Dr. Krieger might speak to you during his stay. 

Preference for Suppliers in Borrowing Countries 

2. The Argentines are deeply interested in the discussions that 
have been going on in the Board about the possibl e increase in the margin 
of preference granted to suppl iers in borrowing countries, and Dr. Krieger 
indicated to a recent Bank mission that he intended to take this general 
subject up with you. He wil l probably press for an increase in the per
centage, but may al so mention a scheme for sharing orders among domestic 
and foreign suppl iers (the 11Meoli formula"). For the nevr SEGBA project, . 
which has just been appraised, the Argentines have indicated that they 
will agree once more to the 15 percent margin appl ied to the l ast loan, 
provided the Board has not in the meantime increased the percentage 
generally applied. Dr. Krieger has tol d us however, that he wanted to 
explore the subject further before the proposed railway l oan is negotiated, 
since he apparently bel ieves that under the simple 15 percent margin 
Argentine rai l way equipment manufacturers wil l have difficulty competing 
(unl ike manufacturers of el ectrical equipment who fared very wel l under 
the l atest l oan to SEGBA). 

Economic Performance and Policy 

3. Attached is a near final draft of a new economic report which 
reflects the Argentines 1 fine performance in the past year. Attached also 
is a memorandum by Hr. Gl aessner describing economic policy discussions 
he hel d with the Government in early May when reviewing the econ~mic report 
with them. Dr. Krieger appears to want to address a letter to the Bank 
deal ing with economi.c policy. 

Proposed Second Highway Loan 

~. Negotiations are well advanced for a second highway loan of 
approximately $25 million and there is still a chance that we can present 
this to the Executive Directors before the end of June. However, it is 
possible that there will be some delay as a resalt of the resignation of 
Secretary Loitegui on May 16--a resignation that was foreshadowed some time 
ago when he expressed the wish to return to private business. 
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Railways 

5. The Government informed the recent mission that it continues 
to place great importance on the role of the Bank in helping to carry 
out a railway rehabilitation program. The Argentines have been impressed 
by the role the Bank played in Spain. They have taken, or are about to 
take, a number of measures to start the program. We will send a railway 
mission to Argentina in June in order to review progress and assist in 
the preparation of a railway investment project. If all went well, we 
would hope to make a railway loan in the first half of 1970. 

Urban Transport 

6. We are planning a small mission in June to get acquainted with the 
organization of urban and urban transport planning in metropolitan Buenos 
Aires, and to discuss steps needed to identify a first urban transport 
project. 

Attachments 

cc: ~1essrs. Cope 
Glaessner 
Skillings 
Fajans 
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BASIC DATA 

Population (1968): 

Growth Rate (1950/51-1967/68) 

Gross Domestic Product (1968): 

Real Grmith Rate (1950/51-1967/68) 

Per Capita GDP 

Origins of Gross Domestic Product (1967): 

Industry 
Agriculture 
Commerce 
Transport and Communication 

~enditure on Gross Domestic Product (1968): 

Gross Fixed Investment 
Private Consumption 
Public Consumption 
Current Account Balance 

Cost of Living: 

1965 
1966 
1967 
1968 

Annual Average 
Percent Change 

28;5% 
31;8% 
29;3% 
16.2% 

2 • 8 million km2 -
(1.1 million sq. miles) 

23,617,000 

1.7 percent 

l$N 6,0L9•0 billion 
($17.3 billion) 

2.-5 percent 

$732 

Percent of GDP 

31% 
16% 
15% 

6% 

Percent of GDP 

19•5% 
68;6% 
10;6% 

1.3% 

Year-end to Year-end 
Percent Change 

38;2% 
22;0% 
27;L% 
9.6% 

l1oney Supply rfi>N, End of Period Percent Change 

1965 
1966 
1967 
1968 

L98 
672 
872 

1,105 

26;1% 
34;9% 
30;0% 
26.7% 



• 

National Public Sector Finances: 

National Government 
Current Revenue 
Current Expenditure 

Total Public Revenue (incl. Social Security) 

Public Saving 

Public Investment 

Balance of Payments ($ million): 

Exports 
Imports 

Trade Balance 
Invisibles 

Current Account Balance 

Foreign Exchange aeserves ($million): 

Assets, Central Bank 

Net Position, Incl. Treasury Liabilities 

Public Foreign Debt {Jrne 30, 1~68) 

Outstanding as reported by IBrtD 
(excluding undisbursed) 

Debt Service rtatio 

Percent of GDP 

1966 1967 1968 

10.2 13.8 13.3 
10.0 10.3 10.1 

16.2 20.1 18.5 

-0.5 3.7 4.1 

4.0 4.8 5.1 

1965 1966 1967 1968 

1,493 1,593 1,465 1,365 
-1,198 -1,12h -b._096 -h.l35 

295 46"9 %9 230 
-111 -216 -189 -224 

184 253 180 6 

December 
1966 1967 1968 

231 759 805 

-154 279 428 

$ million 

1,718.8 

29% 
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Bm1!·fARY AND CONCLUSIONS 

1. Last year's Economic Report (t'11H-182a, July 1968) reviewed the 
success achieved b,y the Argentine Government in carrying out its stabiliza
tion program during 1967, discussed the 1968 program, stressing the increased 
emphasis given the achievenent of more rapid grotvth and analyzed in con
siderable depth longer-term structural problems of the various sectors of 
the econontY• The present report focuses on 1968 performance and the shape 
of the 1969 program. It also reviews and updates information on the longer
term outlook for public sector savings and investment, agricultural and 
industrial policy and the balance of p~nts. The significance of the 
efforts being made by the Argentine Government to consolidate price stabiliza
tion and achieve a steady, self -sustaining rate of grot'lth and the relatively 
favorable prospects for the success of these efforts, Should be vimved against 
the background of slm.r, uneven growth, chronic inflation, industrial develop
ment through import substitution at virtually any cost and failure to take 
full advantage of its rich agricultural resource base, characteristic of 
Argentine developments during the post World War II period. 

2. During 1968 the Government achieved virtually all of the objectives 
of its economic program. There was a sharp decline in the rate of price 
increase. The cost of living increase 'tvas held to less than 10 percent 
compared -v1i th 27 percent in 1967, and tvholesale prices rose by only 4 per
cent. GDP grew by almost 5 percent, follo1-rl.ng two years of stagnation, 
despite a relativelY poor agricultural year. Industrial expansion gathered 
momentum, sparked by a construction boom reflecting ·the increase in public -
investment. Private investment started to increase. Unemployment declinedo 
Foreign exchange reserves continued to grow in spite of lower than expected 
exports; this increase reflected a moderate rise in the inflow of long-term 
capital, including increased project financing by international financial 
institutions; the placement of $75 million in Government bonds abroad; a 
substantial repatriation of Argentine funds and the inflow of short-term 
foreign capital as confidence in the success of the stabilization program 
became more 1~despread both at home and abroad. 

3. The economic "tour de force" of combining a sharp reduction of 
price inflation and continued balance of payments stability with economic 
recovery tvas achieved by sharply limiting access by the public sector to 
Central Bank credit and successfully maintaining the wage freeze and price 
agreements instituted in March 1967. Cost inflation was thus curbed without 
significantly reducing real wages while liquidity and private sector credit 
expanded. This expansion had little effect on prices given the large under
employment of industrial plant. 

L.. Public sector savings and investments rose by about 17 percent 
in real terms from their 1967 levels. Savings reached only about 85 per
cent of the planned level, due mainly to the fact that Central Government 
revenues declined slightly in real terms, compared with 1967. This was 
due to a sharp drop in foreign trade tax collections and to the failure 
of sales tax collections to come close to revenue estimates; the latter 

/ 
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reflected the fact that tax administration did not improve as much as had been 
hoped. On the other hand, substantial progress was made in reducing the 
size and increasing the productivity of the public sector's labor force -
particularly of the State enterprises. 

5. Public investment performance was uneven. High'tvay investment 
more than doubled, achieving its ambitious 1968 target, and there ~rere 
sizeable increases in investments in the petroleum, power and communications 
sectors as well as in education and the water and smverage s,ystems. In 
these sectors project preparation improved and multi-year investment plans 
are beginning to emerge. MOst State enterprises and decentralized agencies 
(other than the National Highway Department) fell short of their 1968 targets, 
but generally by not more than about 15 percent. Provincial and nnmicipal 
authorities sharply increased their investments, primarily in highway 
construction. No progress t~as made in 1968 in developing a multi-year ov~r
all public sector investment and financing program. 

6. Export incentives were maintained at a satisfactory level. Non-
traditional exports reached the highest level in the last decade. Export 
taxes on most agricultural exports were reduced to moderate levels - 6 per
cent for wheat and 8 percent for most other cereal crops. Traditional 
exports in the form of chilled sides of beef are being replaced by special 
chilled and frozen cuts, cooked and frozen beef and other types of processed 
meats. As a result, export markets are becoming much more diversified both 
by type of export and geographically, and higher prices per ton are being 
obtained. 

7. The Government's 1969 economic program aspires to an wen higher / 
rate of economic grm·~h than in 1968 (an increase of at leas~ 6~ rcent in 
the GOP), further regress towards price stability (a rise in ~e cost of ~ 
living of abou~5 M cent and near stability in wholesale prices) and a 
further subst tia·l increase in net foreign exchange reserves. This con
solidation of the advances towards stabilization and renewed growth made 
during 1967 and 1968 is to be achieved by again limiting wage increases so 
as to avoid a cost push (but 1-1ithout reducing real wages); prudent monetary 
policy; an across-the-board reduction in import duties; further ste ing 

of ublic sector savin s and investment and increased placement of 
Government obligations at home and abroad. 

8. An auspicious start has been made in carrying out the 1969 program 
through the adoption of an incomes policy in January by which basic wage 
increases are being limited to 8 percent, a rate which the private industrial 
sector seems able and willing to absorb without increasing prices substantially 
as evidenced by the fact that industrial-prices increased by only about 1 
percent during the first ~arter of 1969. In the public sector, basic wages 
are also being raised by 8 percent, but most state enterprises and many sectors 
of the public administration are to absorb the extra cost by stepping up 
their rationalization efforts. In addition the budget provides for ~ecial, 
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selective salar,y adjustments for teachers, judges, the armed forces and central 
administration personnel as part of a 5-year program, put into effect in 
March, to restore a more reasonable salar.y structure and to bring public 
sector wages gradually more into line with remuneration in the private sector;. 
At the end of 1968 a number of tax reform measures were undertaken, of 'tvhich 
the most significant is the establishment of a tax on agricultural land 
(net of i.nprovements) which will replace some of the reverme foregone by 
the Government in reducing export taxes, lay the basis for agriculture to 
bear a fairer share of the tax burden .and is likely to lead to more intensive 
use of land and greater efficiency in agricultural and livestock production. 

9. Some aspects of the 1969 economic program will require particularlY 
careful handling by the Government, if speeding up of the rate of economic 
growth is to be combined 'tdth further progress in achieving price stability: 
(i) the increase in public sector fixed investment, originally budgeted, "trould / 
have raised such -investment by 26 percent in real terms over the level 
achieved in 1968. This seems over-ambitious at a time when many industries v 
are much closer to making full use of their capacity than a year ago, 1vhen 
private investment seems to be increasing markedly and when there are 
indications of construction cost increases; (ii) the planned public sector v 
savings level - a real increase of 18 percent - can only be achieved if 
tax collections come up to revenue estimates which will require a substantial 
improvement in tax administration and a further increase in fuel taxes. 
Moreover, current expenditures will have to continue to be severely contained 
and further substantial progress will have to be made in reducing the State / 
Railroad deficit; (iii) even if the public sector savings target were 
achieved, the gap between public sector savings and budgeted investments 
would increase substantially, which -vmuld require not only an increase 
from 27 to 40 billion pesos in domestic Government bonds sales, which is / 
not likely to be difficult, but also the placement of $150 million of 
bonds abroad, which may only be partially possible on terms fully 
compatible vJith Argentina's need to improve the structure of its foreign 
debt. 

10. ~elopments during the first four months of 1969 have been re-
assuring with respect to the above aspects of the program. Public 
s ector investment is expanding at a io~~er rate than originally 
budgeted. This is partly due to a review· by the Government of some invest
ment programs, such as highways and water and sewerage facilities, which 
have tended to rise very rapidly and partly to the fact that, like in 1968, 
some entities will fall Short of their investment targets. The projected 
level of public sector savings, on the other hand, is likely to be achieved. 
Actual revenue collections have thus far exceeded estimates, reflecting in 
part a real improvement in tax administration. Current expenditures have 
been held within budgeted levels. In early May gasoline taxes earmarked 
for highway construction and railroad passenger fares were increased 
substa~tially. - A 20 billion peso internal Government bond issue has been 
oversubscribed. 
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11. The export outlook for 1969 appears more promising than in 1968, 
reflecting removal of the United Kingdom's sanitary embargo on most meat 
ir..ports from Argentina, the recovery of corn prcrlu.ction and exports, and a 
continued increase in the level of "non-traditional" exports.. But, there 
is also every indication that in:ports will rise significantly and that -
heavy net outflows of interest and other service payments 'tdll continue. 
Thus, like in 1968, the current account surplus 1!"1 the balance of p~ents 
may be reduced to a relatively small figure. However, there are strong 
indications of a substantial rise in direct foreign investments, disburse
ments of long-term loans should increase markedly and the Government has 
placed a first bond issue of $2.5 million abroad. v1i th the inflow of short 
and medium-term funds apparently continuing, a substantial-further rise in 
foreign exchange reserves has taken place in recent months. 

12. From the longer-term point of viet.r, maintenance of an incomes 
policy designed to prevent the re-emergence of a wage-price spiral by 
encouraging the negotiation of Hage agreements in which increases bear a 
reasonable-relationship to the gro~~h in productivity is of the first 
importance. To implement such a policy successfully, after free collective 
bargaining is reestablished at the end of 1969, 1iill only be possible if 
agricultural and industrial output expand considerably more rapidlY than 
in the past. 

13. 1rlith respect to agriculture, the Government, by reducing export 
taxes to relatively modest levels and enacting a national land tax, has laid 
the basis for a much stabler set of policies than in the recent past. To 
prevent a significant deterioration in the terms of trade between agriculture 
and the rest of the economy resulting from the decline of livestock prices 
to a level substantially lower than in the middle 19601s and some weakness 
in international grain prices, the Government intends to bring down the 
prices of agricultural inputs by reducing the tariffs applied to imported 
farm requisites, lowering the level of protection of domestic industr,y 
producing such inputs and revim.ring the requirement that virtually all 
components of farm machinery have to be produced domestically. 

14. Argentine industry seems to be adapting relatively well to the 
new,-non-inflationary environment, even though the adaptation is not pain
less. l~ile some old established firms have gone bankrupt, most corporations 
are attempting to increase both the scale and efficiency of operations 
through reduction of inventories to permanently lm~r levels; selective 
reequipment, reduction in staff, mergers and reorganizations. ~fuat is 
needed no'tv is a lvell-conceived, longer-term industrial policy, worked out 
by the Government in close coordination with the private sector, designed 
to make Argentine indust~; more con:pctitive internationally by systematically 
reducing the "effective"tariff of nany industries. The Government has 
submitted the outline of a longer-term approach along these lines to 
private industry. 

1.5. A fairlY high and groliing level of public sector investment -
although increasing at a slower rate than originally budgeted for 1969 -
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will prove important over the next few years, both to make up for many 
years of neglect of lTillch of the country's infrastructure and help maintain 
an acceptable level of employment while agriculture, many industries and 
the public sector go through a process of cost cutting and rationalization. 
A five-year public sector investment progrmm appropriate to achieve the 
above objectives could be financed vdthout endangering financial stability 
or incurring on excessive volume of debt at home or abroad if (i) National 
Govermn.ent tax revenues increase a·t the same rate as the GDP (assumed to 
rise 5 percent a year on the average). This Should be achievable even lv.ith
out raising tax rates; (ii) the growth in current Government expenditures 
continues to be contained; (iii) the state Railroad deficit is eliminated 
by 1974, which requires prompt implementation of the 5-year redimensioning 
and reequipment program and (iv) savings of the Social Security System are 
restored to a level close to that achieved in 1967. 

16. With a relatively favorable medium-term world market outlook for 
most of Argentina's traditional exports and continued efforts to promote 
"non-traditionalu exports and given the basically very strong international 
competitive position of Argentina in meat and grains, it should be possible 
to increase exports from $1,400-1,500 million at present to about $2 billion 
by 1974.. vJhile imports may rise markedly in response to sustained GDP 
gro"trrth, the current account balance of the balance of payments is likely to 
remain in virtual equilibrium. Argentina should thus continue to have no 
net external capital gap. Gross external capital requirements - about 
$300 million per year - vnll reflect annual amortization payments on debt~ 
Allo1~g for a modest expansion of private direct investment and for loans 
presently in the pipeline, about $1 billion in nmv borrowing abroad over 
the next five years or some $200 million a year -vnll be requiredo In vim-r 
of the fact that debt service 1r1ill still absorb nearly 30 percent of the 
exports of goods and services during 1969 and 1970, reducing the debt 
service burden 1rdll have to continue to be an important objective of policy. 
The debt service ratio could decline to about lL percent by 1974 if 
relatively short-term suppliers' credits continue to be strictlY limited, 
the Government, while pursuing its successful policy of reopening the 
external capital market to Argentine Government bonds, limits such issues 
to amounts which can be placed on terms of not less than 8-10 years, 
including a grace period and the rest of the nffiv borrowing is on terms 
similar to those of the intermtional financial institutions. 





September 27, 1969 

MEMORANDUM OF CONVERSATION WITH DR. JOSE MARIA DAGNINO PASTORE, MINISTER 
OF ECONOMY AND LABOUR, ARGENTINA, SEPTEMBER 27, 1969 

During a discussion of the arrangements for the meeting of the 
Governors next week, Dr. Pastore made the following points: 

1. He supports our lending rate of 7%, believing that it is far 
more important to expand our lending and expand our borrowing to support 
the higher rate of lending than it is to hold the lending rate down and 
run the risk that this will serve as an argument for restricting Bank 
borrowing during a period of high interest costs. 

2. The Bank should be in the forefront of developing new ideas 
in the field of development; for example, the developing countries need 
advice and counsel with respect to the economics of urbanization. 

3. Many of the developing countries, perhaps fifteen in total, 
would benefit from action the Bank might take to expand local procurement 
of items financed with banking loans and credits. 

Robert s. McNamara 
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Memorandum for the Record 

Robert F. Skillings~ 

DATE: October 7, 1969 

Meeting of the Argentine Delegation with Mr. McNamara, October 2, 1969 

Argentine Delegation: 

Dro Jose Maria Dagnino Pastore -
Vdnister of Economy and Labor 

Dr. Nanuel San Miguel - Under
Secretary of International 
Economy 

Dr. Angel R. Caram - Executive 
Director 

Dr Francisco N. Soldati - Director 
of Finance, Ministry of Economy 
and Labor 

Dr. Mario Brodersohn - Adviser to 
the ¥dnister of Economy d Labor 

Dr. Javier R. Villaneuva -
Director of Development 
Policies, National Development 
Council 

Economic and Financial Policy 

Bank: 

Mr 1-1cNamara 
:Hr. Knapp 
Mr. Alter 
Nr. Skillings 

1. Dr. Dagnino Pastore began by describing recent economic and 
financial trends and policies. He said that at the beginning of 1969 
the Government set as targets for the year a grov~h rate of 6.5 per
cent, stable wages, and a fiscal deficit limited to that which was 
consistent with monetary expansion of no more than 35 billion pesos. 
There was expected to be a surplus in the balance of trade enough to 
offset net financial outflows and leave the reserves unchanged The 
money supply was expected to increase by lL percent which was consis
tent with the 6.5 percent growth target and price increases of 6 per
cent. 

2. In the first six months of 1969, actual growth of GNP was at 
an annual rate of 6.1 percent. Wages were stable and the budgetary 
accounts developed in accordance with expectations The money supply 
expanded by a little more than the target, and foreign trade had ex
panded faster than expected on both the import and export side with a 
smaller than forecast trade surplus and a small loss in reserves 
caused by financial outflows in the second quarter. 

v 
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3. For 1970, the Government expected the rate of growth to be a 
little slower, at 5.5 percent, since the capacity of the economy would 
then be fully employed and unemployment would be less than 5 percent. 
The Balance of trade i'n 1970 should continue to be in surplus as in 
1969, with imports remaining at the higher level reached in 1969 but 
no longer rising. The 1970 fiscal deficit was to be about the same as 
in 1969 but its financi·ng would be different, with fewer bond issues; 
the public sector was expected to absorb a slightly lower proportion 
of GNP. Monetary expansion, projected at 13 percent, would be approxi
mately the same as 1969 and would be consistent with the same rate of 
inflation. At the same time, there should be an increase in real 
wages (see paragraph 15 below). 

4. In the longer term the Minister felt there were two main 
impediments to economic expansion: the balance of payments and the 
supply of skilled labor. In order to tackle the former, the Govern
ment intended to encourage exports and imports substitutes, provided 
in the latter case that the Argentine production was not unduly inef
ficient. Promoting exports might create a fiscal problem since it was 
necessary to fi'nd alternatives to the income from export taxes, which 
should be reduced to encourage exportso The solution lay in increasing 
the yields of existing taxes and increasing the tax base rather than 
imposing new taxes. This problem was accentuated by the Government's 
desire to reduce import duties in order to promote industrial effi
ciency. To cope with the shortage of skilled labor, the Government 
intended to embark on a program similar to one carried out in Spain, 
involving concentrated short-term training schemes and the creation of 
labor exchanges. 

5. Mr. McNamara inquired about the outlook for meat exports. 
The Minister said that Argentina enjoyed a comparative advantage and 
should be well placed to increase meat exports. The problem was to 
comply with increasingly severe sanitary regulations in importing 
countries and also to respond to the increasing diversification in the 
demand for meat. The imposition of quotas and variable import duties 
in the European market was noted, but the Minister was optimistic that 
Argentina would be able to gatn ground. He noted the recent diffi
culties with the U.K. on meat exports; agreement had finally been 
reached. In general in the industrial field, said the Minister, 
Argentina needed to organize its industry to produce for a medium-sized 
market. This might well mean consolidation of small producing units 
into larger ones in order to promote efficiency. One objective would 
be to expand industrial exports to other countries in Latin .Americao 

Foreign Financing 

6. As regards foreign financing, the I~nister said that the 
Government was anxious to improve the structure of its debt, by main
taining a large ow of funds from international agencies like the Bank 
and the IDB and also by improving the terms of credits from other 
sources He mentioned Argentina's success in obtaining 11 buyers' credits", 
with better terms than suppliers' credits. 
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7. The Minister said that the Government lva:nted to identify 
medium-term sectoral investment plans with financing agencies like 
the Bank in order to be able to agree on programs of financing 
several years ahead. Completion of the Government's overall public 
investment program by the end of this year should facilitate this. 

8. The Minister also expressed the desire that financial 
institutions like the Bank should modify their rules to insure greater 
participation by local industry. In fields like electrical equipment 
and telephone equipment the Government wanted to encourage local manu
facturers to expand and rationalize their output, but could only reach 
this objective by assuring them a continuous flow of orders. If the 
bulk of their output was subject to the hazards of international com
petitive bidding, they could not be expected to expand their production 
facilities. The Minister noted that there were references to this 
problem in the Pearson Report. 

9. Nr. HcNamara said he shared the Minister's view of the need 
for good long-term planning. Argentina's economic performance had 
been so good in the past two years, that it should be possible for the 
Bank to reach agreement on medium-term lending programs. On the 
assumption that good economic performance would continue, the Bank 
hoped to be able to lend $90-100 million a year to Argentina over the 
next few years. 

10. As regards the problem of the participation of local industry, 
Mr. NcNamara said that the Bank had deep interest in helping Argentina 
develop its industry on an efficient basis, but would not wish to foster 
inefficiency. Mr. McNamara felt that much industrial inefficiency 
existed in Argentina and other Latin American countries as a result of 
policies which, while well-intentioned, had the wrong effects4 
~~. McNamara agreed that the present flat 15 percent preference rule 
was a very rough instrument and should be restudied. Among other 
things, it took no account of differences in the proportion of the 
value added in various kinds of goods, nor did t he percentage change 
over time, gradually diminishing as producers become more efficient. 
But, Mr. McNamara emphasized, he would not want to change the -present 
procedure without introducing some other element to bring in the force 
of competition. The Minister noted that the problem of the dumping 
was arising more frequently. Mr. McNamara said that we were aware 
that this was one of the problems. The Minister remarked that procure
ment of equipment not financed by Bank loans was in the context of the 
country's tariff structureo While not wishing to defend Argentina's 
present tariff structure, which was inadequate in many respects, he 
did not feel that the Bank could claim that flat 15 percent protection 
was an improvement- Mr. McNamara agreed that the 15 percent was only 
a crude rule of thumb which the Bank would seek to improve upon as time 
passed. 
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Bank Financial ssistance 

11. The Minister then turned to the sectors in which Argentina 
hoped to obtain Bank assistance. He said that he was happy with the 
Bank's concentration in the field of transportation, in which he felt 
we had made a good start; indeed, without the technical advice given 
by the Bank, the recent progress in the sector would not have been 
possible--Argentina would be much worse off than it is at present. 
He hoped the Bank would put the accent on the r ilways, and he looked 
forward to the visit of the railway mission. A pre-appraisal mission 
to review the railways' progress w s subsequently scheduled for 
October 20]. The railways oper ting deficit had been reduced by 
50 percent in the past three ye rs. The Government had recently 
enacted a new statute for the railways giving them the form of a 
private enterprise. The Government w s also paying to the railways 
a fixed sum as working capital, thus enabling them to pay suppliers 
promptly and reduce costs of procurement. 

12. As regards urbaniz tion, transportation in the Buenos Aires 
metropolitan area. was becoming difficult to handle The Government 
was now finishing an urban development plan for the Buenos Aires area, 
and felt that assistance from the Bank should start with subways. In 
the corridor along the river, surface transport would be economic, but 
to the west development was so dense that subways were less costly 
than surface transport. He would like to have the Bank look at the 
whole question once the Buenos Aires urban plan was completed. 

13. l1r. I"icNamara said that he was reluctant to have the Bank 
finance subw ys. They v1ere a means of transport about which we knew 
very little. He was not giving a flat "no11 to the request, and the 
Bank would examine the urban plan, but at the same time the Argentines 
should recognize that there were obstacles in the way of Bank finance 
for subways. He recognized that there were a few cities in which sub
ways were not a prestige investment; in particular, Calcutta and 
Buenos Aires might present opportunities for the Bank to experiment 
~dth subway financing which would conceivably be worth doing even if 
it made mistakes. One problem~ s that financing of one subw y might 
make it difficult to refuse requests from other Latin American citieso 
Mr. Knapp observed that the desirability of the Bank making a large 
volume of resources available to Argentina was not in question; the 
problem was only to find what channels would best suit both the 
Argentines and the Bank. The Minister agreed and suggested that once 
the urban plan was completed, the Bank should study it and see 1-rhat 
kind of investments within it would be roost appropriate for Bank 
finance. [It was subsequently arranged that a mission would visit 
Argentina in the first half of November to assist the Government to 
prepare ter.ms of reference for a study of transport requirements in 
the corridor along the rivero Review of the overall metropolitan 
development plan is scheduled for the first half of 1970]o 
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14. The Minister said that Argentina would also like to turn to 
the Bank for financing industrial export industries, especially food 
processing. Mr. McNamara thought that this was of very high priority, 
and said he would be pleased to have the Bank move ahead in this field. 
The Minister said that as far as Bank assistance for meat processing 
was concerned it would not be feasible to channel it into multinational 
companies that had direct access to international capital markets. It 
was observed that in addition to meat processing there might be other 
export industries such as fruit processing which the Bank could assist. 
The Minister said that the Government was at present conducting market 
studies of products that could be grown on irrigated land, and that 
interesting investment possibilities might emerge from that study [We 
are now arranging for a preliminary mission that vr.ill seek to identify 
a project for Bank financing in the meat processing sector.] 

Recent Student and Labor Unrest 

15. At the end of the meeting Nr. McNamara asked the Minister to 
comment on the recent student and labor unrest in Argentina. The 
Minister said there were several components of this unrest. In the 
first place there were subversive organizations consisting of small 
groups of well-organized people trained abroad (mostly in Cuba but some 
also in Algeria), who financed themselves by robbing banks, and who 
took advantage of opportunities created by other unrest to perform acts 
of violence~ Their objective was to overthrow the established order. 
In the second place there was unrest among student organiz tions, which 
had been aggravated by the not-very-wise management of the educational 
system in Argentina in the past two yearso A new Secretary of Education 
was doing much better, and the Minister felt that student unrest had 
now calmed down to the point at which it was no longer worse than in 
other countrieso In the third place there was labor unrest. The labor 
movement was split into three fractions: something less than 20 percent 
consisted of extremists, including the new Catholic left, the Communists, 
the recaJ.ci trant Peronists and the anarchists. A second 20 percent was 
linked to traditional political parties. Finally, the great bulk of the 
labor movement, some 60 percent, were traditional Peronist-style trade 
unionists. There had been violent confrontations with the first group 
in one or two interior cities. The rest of the movement had joined 
together in an effort to force the Government to negotiate higher wages 
and there had been an upsurge in this movement from May to September 1969. 
In the past few days the Government had taken a new firm stand as a 
result of which a threatened general strike had been called off, but a 
new split had appeared in the labor movement. The Government was willing 
to concede certain matters, including an increase in employers' contri
butions to pension funds, but it was not willing to lift the state of 
siege s the labor movement was demanding. The Government was resolved 
that the forthcoming wage negotiations would be conducted within the 
limits imposed by the stabilization policy. This, in fact, might enable 
some increases to be awarded, since re 1 wages had fallen about 1.6 per
cent since 1966, while productivity had increased by 6.5 percent. The 
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Government thus believed that, on the verage, enterprises had room to 
give a wage increase of some 8.1 percent, which would restore the income 
distribution pattern of 1966 without threatening stability. In addition, 
the Government was willing to have higher w ges granted if they were 
accompanied by changes i 'n labor contracts which would bring about higher 
productivity. 

16. Mr. McNamara, in closing, thanked the Minister for the 
trouble he had taken to give such an interesting account of the 
Argentine situation. 
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• OFFICE MEMORANDUM 
TO: Mr. Robert 8. McNamara DATE: February 24, 1970 

FROM: Gerald Alter tt-~ 

SUBJECT: Visit of Minister Dagnino Pastore on February 25, 1970 

The Minister of Economy and Labor of Argentina is scheduled 
to visit you at 11:30 a.m. on Wednesday, February 25. We are informed 
by his aides that he regards this as a courtesy visit, and has requested 
that we have a second meeting with them to discuss some specific problems. 
A meeting for this purpose is scheduled at 11:45 a.m. in my office. 

If you have raised with Mr. Schweitzer the question suggested 
in paragraph 6 of my briefing memorandum to you of February 20, please 
inform me of the outcome. I do not think it is necessary for you to 
raise with the Minister any of the questions which I suggested in that 
memorandum. 

cc : Mr. Knapp 
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FROM: Geral d Alter~ 

suBJECT: ~qENTINA - :tv1eeting with Minister Dagnino Pastore 

1 . Dr. Jose Maria Dagnino Pastore, Minister of Economy and Labor, 
is coming to Washington for the annual CIAP meeting on Argentina, after a 
visit to Europe. His trip is directed mainly toward raising loan capital 
with which to cover the gap in the 1970 budget, a problem to which our own 
lending program bears little relation. He will call on you on Wednesday, 
February 25, at 11:30 a.m. He recently told Bank representatives in 
Buenos Aires that he would like to have periodic reviews with the inter
national agencies of their lending programs (such as he had last November 
with a mission from the IDB) and may wish to talk with you about forth
coming Bank lending operations. e believe that he also has several new 
projects in mi-nd (see paragraph 12 below). The notes below describe our 
present activities in Argentina. Attached is the latest five-year lending 
program table covering 1971-75. 

Economic 1-tlssion 

2. We have scheduled a major economic mission for late April and 
:Hay. We hope that the mission wil l be able to put together a new picture 
of Argentina's long-term investment priorities and its external capital 
requirements . As you will remember from the Minister's visit at the last 
Annual Meeting, the Government hoped to be able to put together a five-year 
public investment program by now. We have not yet seen it and suspect it 
may be delayed. You may wish to inquire what progress the Government is 
making in putting together a picture of the country's investment needs over 
t he medium term and i ·n estimating external capital requirements. 

3. The economic mission will also do sector work in agriculture, 
industry, transport, power, water supply and urban development, preparing 
the ground for the next review of the Bank's lending program. In addition 
to including two agricultural specialists in the economic mission, we plan 
to send a team to Argentina next May to review the livestock sector of the 
economy, re-appraise our existing Bal carce l ivestock project and identify 
the reasons for the slow progress in committing the l oan proceeds . This 
work should throw some l ight on the cost-price structure of the livestock 
industry in Argentina, supplementing the study of export incentives to be 
undertaken by the economic mission. The subsector mission will also review 
with the Gov·ernment progress in preparing a meat processing industry project 
referred to in paragraph 10 below. 

Short-term Problems 

4. Whil e our overriding concern with Argentine economic policy relates 
to those aspects which bear on the country's medium and long-term growth 
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problems, we have serious reservations about several features of short-term 
financial management policy. The problems are potentially serious enough 
to affect adversely longer-term growth prospects or to force on the Govern
ment a painful choice between its growth and stability objectives. Osten
sibly the Government's economic stabilization program is still proceeding 
reasonably well, despite some drain on the foreign exchange reserves in the 
past eight months, part of which may be due to confidence factors. Although 
some apprehensions are being voiced that new student and labor disturbances 
may occur in April or May, the labor situation is relatively quiet at present, 
the Argentine summer season. In previous years, the Ministry of Economy and 
the Central Bank have carefully worked out a financial program at the begin
ning of each year to ensure that the financing of the budget deficit, the 
program for bank credit, and the planned change in foreign exchange reserves 
are all consistent with each other, and with the objectives of price and 
wage stability and economic growth. However, a Fund mission that was in 
Argentina in January has reported that this year the problem has not been 
faced, and indeed they gained the feeling that Minister Dagnino tends to 
ride with events rather than acti v·ely managing economic policy. Specifically, 
the Fund fears that with the budget deficit for 1970 only a little smaller 
than in 1969, and with somewhat less favorable prospects than in 1969 for 
obtaining foreign finance on reasonable terms, the Government will be forced 
to resort to some inflationary financing for the budget. If balance of 
payments stability is to be maintained and price increases are to be held 
to 7 percent (the same as 1969), the authorities would have to resort to 
very strict controls on private credit, allowing a growth of no more than 
8 percent in money ter.ms, or hardly any growth in real terms. If such 
controls were indeed applied, this could have a very serious affect on the 
growth of the private sector of the econo~o More probably, credit controls 
would not be applied firmly, so that the price and balance of payments 
situation could well become troublesome. Fund staff recommend a more 
rigorous fiscal effort, in the context of a well worked out financial 
program. 

5o Duri'ng his Washington visit, the Pdnister will be making a 
presentation to CIAP describing the Government's economic and financial 
program, and in fact I would also expect him to spend ten or fifteen minutes 
doing this at the outset of his meeti·ng with you. We will send you a 
supplementary note if we can find out before your meeting what line he will 
be takingo However, we suspect that his presentation will suffer from the 
defects that the Fund fears. It would be interesting to hear his response 
if you were to ask him whether the contemplated 1970 program will allow enough 
expansion in credit to the private sector to continue the very satisfactory 
rate of growth of the economy of the past two years, without at the same 
time leading to renewed inflation and weakness in the balance of payments. 
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6. Some years ago Bank economists helped the Government in the work 
of preparing annual financial programs. More recently the Fund has done so 
in the context of their annual negotiation of a standby arrangement. In 
1969 Dr. Krieger Vasena decided the economy was strong enough to dispense 
w.i.. th a standby and in the circumstances prevaili·ng a year ago he seemed to 
be justified in doing this. Dr. Dagnino Pastore is reported to be very 
relucte:nt to seek a Fund standby, because it might create the public 
impression that the Government was allo1iing the economy to slide backQ You 
may wish to discuss this situation in advance with l'--1r. Schweitzer who is 
seeing the Minister on the afternoon of Wednesday, February 25 (after your 
meeting). One possible solution would be to persuade the Argentines that 
they should seek a Fund standby, which would oblige them to work out with 
the Fund a consistent financial program. An alternative, which we considered 
last year with Dr. Krieger Vasena but which never materialized, was for the 
agreement on economic policy to be with the Bank rather than with the Fund. 
This might be politically more palatable than a Fund standby. Before he 
left the cabinet, Dr. Krieger Vasena had intended to write the Ba:nk a letter 
on his financial program, and when he first took office, Dro Dagnino Pastore 
told us that he also intended to do so; we indeed saw in September 1969 a 
draft of it in Buenos Aires. However, the Argentines never pursued ·the 
matter. You could suggest to Dr. Dagnino Pastore that we would be quite 
happy to have him follow this s.venue. Still a third possibility might be a 
dialogue wi. th the Fund and the Bank jointly, resulting conceivably in a 
letter on economic policy directed to both institutions. This might be 
more acceptable politically than an arrangement with the Fund alone, and 
might be justified in Argentina as a prelude to the large Bank lending 
program we contemplate in the next twelve months. 

Lending Program for 1971-1975 

7. Our lending program for the five years 1971-75 is $545 million, 
of which $435 million would be in the transport sector ($200 million for 
railways, $135 million for highways and $40 million for urban transport). 
As you may recall, Dr. Dagnino Pastore told you during the Annual Meeting 
that he was pleased 'With the importance which the Ba:nk attached i ·n its 
lending program to the transport sector, and to the rehabilitation of the 
railways in particular. We hope to make three loans in fiscal 1970-71: 
$60 million for railways, $35 million for roads and $20 million or more for 
meat processing. 

Status of Operations for Fiscal 1971 and 1972 

B. Railways. In recent months, a new railways enterprise law has 
been enacted, the railways have made further progress in preparing a scheme 
for redimensioning the system, including closing lines, merging workshops 
and reducing staff, and improving organization, commercial practices and 
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tariff and salary structure. The operati·ng deficit is forecast to decline 
again in 1970, and the program to eliminate the deficit within five years 
still seems feasible. Simultaneously, the railways have been drawing up, 
with the help of French and Argentine consultants, a new five-year invest
ment program. We have scheduled for late April a mission to appraise the 
program as a basis for an initial railway loan, which we hope to be able 
to make this year. One of the factors that might influence the formulation 
of this loan are large suppliers' credits apparently being offered by same 
equipment exporting countries, especially Japan. You may wish to point out 
to the Minister that if the railways take on commitments to buy large amounts 
of equipment abroad financed by suppliers' credits, care needs to be taken to 
ensure that the purchases are consistent with a rational long-term invest
ment program. It is possible that such credits on a large sca.le would leave 
little or ·no room for Bank fj;nancial assistance. 

9. Roads. The Highway Authority is making good progress in improving 
tts investment pla·nning methods. Its consul ta:nts have completed the road 
·network reconnaissance survey recommended by us, and w~ hope sho.rtly to 
agree on a program of· feasibility studies to be financed under the highway 
loan we made last year. A member of the Transportation Projects Department 
is presently i:n Argentina to identify · road sections which might be included 
in a new third road loan, which might be about $35 million. The major road 
to be included in this next loan will probably be Route 14 in the Mesopotamia 
region on which detailed engineering is in progress. A fourth highway loan 
is programmed for fiscal 1972. 

10. Meat Packing. Last December, a preparatory mission discussed in 
Buenos Aires possible Bank support for a credit program for the modernization 
of the meat packing industry which would enable it to meet the demand for 
more highly processed meat products and to satisfY the increasingly stringent 
sanitary requirements of the importing countries. Subsequently, in mid
January, we wrote Minister Dagnino Pastore making proposals for the shape 
of such a projecto We are now awaiting the Government's reaction, and you 
might inquire what the Minister thinks of the proposed operation. Inde
pendently of this, representatives of Deltec International have approached 
the Bank and IFC about financial assistance for plant modernization of Swift
Armour, a wholly-owned subsidiary of Deltec, which is the largest meat
packing company in Argentina. Del tee would like to bring Argentine investors 
into the company, which might help to overcome the Government's reluctance 
to guarantee a Bank loan for a foreign-owned company, which in the Govern
ment's view should have access to other sources of external capitalo 

llo Urban Transporto As agreed between you and the Minister during 
the Annual Meeting, we expect shortly to receive from the Government a 
comprehensive master plan for Buenos Aires now being completed by the 
Metropolitan Region Office. The Economic mission will appraise this plan, 



Mr. Robert s. McNamara - 5 - February 20, 1970 

inter alia as a framework for evaluating the various urban development 
projects that have been mentioned to us. In addition to th~ plan, a 
metropolitan transport study is underway at the Transport Secretariat. 
On our part, we have recommended that Argentina make a study of the coastal 
corridor between Buenos Aires and La Plata which would assess future trans
port needs and determine priori ties for the various proposals for building 
an expressway, electrifying suburban railways and extending the subway system. 
We hope that these studies will enable us to identify urban transport projects 
for Bank financing in fiscal 1972 and in later yearso 

12. Other Urban Infrastructure. We understand that Dr. Dagnino Pastore 
may wish to interest the Bank in three other projects for the Buenos Aires 
area which are not included in the lending program. These include water 
and/or sewerage (a sector in which the IDB has been active); improvement of 
the teclmical facilities at Ezeiza International Airport; and the con
struction of a modern central produce market, costing around $45 million, 
on the outskirts of the city. The Government has just furnished some docu
ments on this project and representatives of the Buenos Aires Central Market 
Corporation plan to visit the Bank in March for discussions. You might say 
to the Minister, if he puts these projects forward, that we would like to 
be able to see how these projects fit i'nto the metropolitan region master 
plan, which we .expect our economic mission to review in April-May, and only 
thereafter can we determine their suitability for Bank financing. 

13. Development Fj;nance Companies. Our lending program includes two 
loans for privately-owned development finance companies ("investment banks"), 
to be used in a manner which will help develop the Argentine capital market. 
The legislative framework for investment banks was enacted some time ago 
but none has yet been established, in part at least because the Central Bank 
had not yet formulated the necessary regulations. However, the President 
of' the Central Bank has now requested us for assistance in drafting these 
regulations. Mro Diamond plans to visit Argentina soon in order to become 
familiar with the general investment climate, to identifY the problems 
standing in the way of the creation of these finance companies, and to 
arrange whatever assistance we can. 

Bolivian Gas Pipeline Loan 

14. You may wish to express to the Minister our appreciation for the 
constructive role Argentina has been playi'ng in the efforts to reconstitute 
the Bolivian pipeline project. Among other things, the Argenti'nes are ready 
to guarantee the Bank's loan, in substitution for Gulf's guarantee. You 
might tell him that we recently postponed the termi·nal date for effectiveness 
of the loan by a further three months to May 4, in order to allow more time 
for further efforts by all parties interested in the reconstitution of this 
important project. You may also wish to say that construction of the project 
might possibly be resumed in a few months, if Bolivia and Spain agreed that 
a Spanish company would market Bolivian oil and gas, and pay compensation to 
Gulf Oil Corporation from export earningso 

Attachment 
cc: Messrs. Knapp, Wiese, Ross, Skillings 
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Populatio n : 23.9 m 
Per Cap. GNP: $800 

ARGENTINA - PAST AND PROPOSED LENDING 
through FY 1775 

( $ million) 
Through Fiscal Years Total Total - Total 

1963 1964 1965 1%6 1967 1968 1969 1970 1971 1972 1973 1974 1975 1964-68 1969-73 1971-75 

Livestock IBRD 15.3 
Meat Packing IBRD 20.0 
Rio Negro Irrigation IBRD 15.0 
Agricultural Processing 

- Unidentified 25.0 

DFC IBRD 25.0 25.0 

SEGB! Power I IBRD 95.0 
SiGB.A Power II IBRD 55.0 
Poue~ .. il ~ocon ~dro IBRD 82.0 
Sma.A Power III IBRD 60.0 
SD.A Power IV IBRD 25.0 
Power - Unidentified 25.0 

Highways I IBRD 48.5 
Highways II IBRD 25.0 
Highways II I . IBRD 35.0 
Highways IV IBRD so.o 
Highways V IBRD 50.0 

Railways I IBRD 60.0 
Railways II IBRD 70.0 
Rail ways III IBRD 70.0 

Urban Transport I IBRD 40.0 
Urban Transport I I IBRD so.o 

--- ---- -- ---- -- -- ---- ---
TOTAL ~ -- -- -- -- 70.3 107.0 6(}.0 ..2.2..& 135.0 !!2.& 125.0 gQ.& 70.) 2.07 .o ~.0 ------ --
No. 2 2 2 1 2 4 3 J J 2 12 15 

IB .iiD Loans Outs t anding 
- including undisbursed 142. 5 l u2. 9 141 .5 ll ~ . u l lL, • ~ 177. 8 277. 8 328 415 541 641 753 854 
- excluding undisbursed 89.5 88.7 104. 4 105. 6 105. 2 105. 0 127.5 193 259 351 u56 558 6)'7 

~es t ~rn Ee~isphere 
: 2 ' E/65< 
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S . McNamara. 

Gerald Alter~ 
ARGENTINA- Luncheon with Ambassador Real 

DATE: March 20, 1970 

1. Dro Pedro Eduardo Real, who recently presented his credentials 
to President Nixon, is lunching with you on Monday, March 23 . He is the 
former President of the Central Bank and Governor of our Institutions for 
Argentina (a biographical note is attached) . 

2 . We have not prepared a special briefing for the occasion. 
Instead, I attach: 

(i) nw memorandum of February 20 addressed to you before 
the recent visit of Dr. Dagnino Pastore, Hinister 
of Economy and lilbor; and 

(ii) my letter of March 11 to Dr . Dagnino Pastore, of 
which I sent you a copy . 

3. lilt ely, we have been inc rea singly conf'us ed by the ne1-rs of 
large Japanese suppliers • credits , in the range of $130 - 180 million, 
about to be concluded with the Argentine railways . I raised this matter 
in my letter to Dr. Dagnino Pastore and follo~~d it up with a. cable 
asking f or clarification as to ho'tv these possible credits uould fit i n 
with proposed Bank lending for the railway investment program. Dr. Cara.m 
lmov-rs of our interest in this matter and has been rna.king enquiries in 
Buenos .Aires o 

4. As indicated in paragraph 14 of the attached memorandum, the 
Argentine Government has taken a constructive approach to the problem of 
reconstituting the Bolivian gas pipeline project . Mro Skillings is 
presently participating in La Paz in discussions among the representatives 
of the Argentine, Bolivian and Spanish Governments on this subject . 

cc : Messrs . Cope 
vliese 
Skillings o/ r 

President has seen 



DR . ffiDRO EDUARDO REAL 

Born 1911 

Doctor of Laws, Buenos Aires University 

With the Central Bank 19 35 - 1950 

In business 1950 - 1955 

Assistant General Man8ger of the Central 

Bank 1955, General Mana.ger 1956 - 1962, 

Vice President 1962 

In business 1963 - 1967 

President of the Central Bank 1967 - 1969 
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1-!r . Robort s. Hc:.Jar1ara 
t:u: o gh 1tr. J . Burn: a Knapp 

G"'rald Alte? · 

1. Dr. Josu Earia Dagnino Pastore, Ninister of Economy and :r.ubor~ 
i s coming to Ue.shington for the a.rmual CIAP necting on Argentina, fter a 
visit to Eu!"ope. His trip is dix·octed nn:...n1y to"cl'ard r:1i sing J..oan C8.pitul 
td tb .'lhich to cover the gap in the 1970 budl:.>et, .a prcbl!!.'n to -hich our oon 
lending progr~~ bears little r~lation . He wiJ~ call on you on Wednesday, 
February 25, at 11:30 a.m. Ita recently told ~ .. nk represent atives in 
Bueno·s Air0s that ha l·tould like to P.JJ.ve 'P'"'rlodic ra rierrs With t~1a inter
nat.ional age:ncies of the--lr lending pror;ra::1s (sue 1 ns he had l ast 1'~oval'1ber 
ul th a :mios · on from the DJB) and may l-rlsh to t:1lk ui th you about forth
coming Bank lending oper ations . 't , .. o believe t h::rt ha also has scvor.nl ntr'w 
projects in rnind (see parngrnph 1·2 bel u ). The notes bolo~r de ..::~ criba our 
pres ent activit,ias in Argentina. Attached is t hs l~test five-yea r lending 
progra.11 tar)le covering 1971-75. 

Eeono~c l·1i.ssion 

2. We have scheduled a l/kljor economic trdzs on for lnte Ap .. il and 
:Hay. vJe hope t,hn.t tho trJ.s...,ion l'r.l.ll bv aole to put together a new- picture 
of Argentina ' s l ong- t or .l inves·t.mont pr-lo:ri ties and its c..xtern:11l c~.pi tal 
r equirements. As you lliD~ re11e~:JJer .from the Hinister ' s visit ~d; the 1~. st 
Annu:ll Ecoting, tl e Gcv?l~n~len·i, hoped to ba able to put toget.hcJt a fi vc-yenr 
public investment progr um by ncH. 1-Ja } o.vs not y~t sf;ien it and suspect it 
may be delayed. You .sy ldsh to inqu:tre llhat progress tha Govern-'lent is 
maldng i n putting together a pictm .. a of the coun 'v-ry' s i nvest ment needs over 
t he medium .,erm a.nd i l'l astirJa.tint, a-·terllal capital reqtul~emen-ts . 

3. The econor:dc rnission ,,rill also do s ectox uork in agrlctu ture, 
industry, t r ansport, power , W'lter supply ar d urban dove_opment, pre_.aring 
t he eround for the next revielJ of the Ban~-' s lending pr·ogr a11. In ad .it.ion 
t o including t 1vo t'.grlcultural specialists in t ho economic Jissicn, we plan 
t o send a tea.m to Argentina ne.;·t J.,7sy to r evi et.; the 1 i ves tock sec to~ of tha 
ecol.omy, ro- r!ppraisa our exist··~ng Balcsr~e Jj_vcs·toc · project and identify 
t he reasons for the slot.; prog-.L"ess iu co .. 1r:d. tting "l;h9 loan procesr'o . '11his 
work shouJ.d throt-r scme lig t on the cost-pr_ce st1 ... uctwe. of tl1o livustock 
industry in Ar6entina, st~J?lG~enving t:1s sttmy of export incentives to be 
undertaken by the econc!:'~c mj.ssion. Tho subsector mission 1rlll also r :rvielt 
m th t he Governr~ent pr'og:res in prep3.r·1ng a n~eat p~cessing industry projeet 
r eferre.d to in pnragr2ph lObelow. 

Short- t er,n Pro'Dle:1 s 
.........,_..,.~~~----

lt. '\o1hile om• overriding concQrn ld th Arg>jntine econor.lic policy r £'olates 
t o those n opect-s Yhich be!lr on the COi.t':'ltcy 7 S ne ·· ill':':l and long-tcx~m gro~-rt_l} 
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pro le.:.ls , ue huve seriou rilsJrvatic:ls ..: bou~t, sever~tl fe ur es of shr:.-r·t-terrn 
financial r..::n:3gez~ent .,olicy. The problems o.re po t.entially zerious no ~h 
to affect adversely lcnger- te 1:1 g:rout,h prosnects or to :lo:ree on the G-ovc:rn
ment a painful e ~t~ice ot1-rcen its __ •o rl11 and stability objectiyea. Osten
sibly the Gcre:t'11t!ent' a econonic st:1biliz"'.tion p:r.o~r:-;! is still procosd·n~ 
ren.sonably ·uell, despite soma dr, in o t he f oreign e..1{ch~nge roservea in ttw 
past . eight rnoot 1.s , pa-rt of 1rhieh may be cue to onfidence f::letors . 1:1 tbouch· 
or~e apprehensions are ba.:.ng oiced tha:h new stu e _t Dnd l~bor disturbances 

!'.ay occur i n April or !:e.y, the l n ~r s i tn·:.t:to. i s rolat1.vcly quiet Pt present, 
t he .P.rgontino v 'J!!n,Ler sa~sone In prevlon.s ycn.rs , t ;'l$ !·,rinir.:tcy of Eeonomy nnd 
t he Central funk have ~r fully \TOr {Cd cut a financial p 1 :-t1'"... at t l:a beg~n
ning of cnch year to ensure t hat the finnncing of tho budget deficit, .tha 
proo-r. m for bank e redit, and the planned e.13nge in f.o!'cizn exchnnz·.3 r eserv·os 
ra .all COi1siste:1t trlth e~.eh othel~, -:ncl lr-lt_ t!te cbjcetiV$.3 of pr:"'ce nnd 
rnge. st~bil:lty and BC nt.>rrdc gro•rth. to -rever, a Fund mission th~t u:sts in 

.Argentina in J anuary has r e::_:)ort,ed th~t t ! i s yf:ar t he prebleri1 has not been 
f ca , and i ndeed t hey g~.d.ned t he feeling that taninter D· .r;,. :tno tends to 
ride 'H'lth even·ba rather th~n activ~ly ma.nagin6 ec~nor!lic policy. Sv:>scifically, 
t he Fun· f en-1:'.9 t hat '~1. th t he 1..1dgrrt defic t for 1970 o::lly a. 1i ttle s-£1<1l.ler 
than ~n 1969, an l:rl:tll somewhat lens favorable prcBpe~t t }l3.n in 1969 for 
obt~ning foreign .fin~nee on re~so~1a le t erms , t he Govornr11ent ldll be ± .. oreed 
to resort w so~·.1e infiati·on :tl<rS fin~~ ncing f. or the bu~.get . If b- l ance or 
payments s~.bility is to be 1'4:tintnined ~nd price i nereases are to be held 
to 7 pvreont (the s.;me D,S 1969 ), t l a ~ut.ho~i ties l~ould have to resort, to 
veey strict con·i;,rols en private cr .dit,, allouing a gro~Jth ol no r:..o:;..,.a than 
8 percen t in tnoney t errJs , cr h.1rdly any g:t•ct-rth in r enl terms . If such 
controls uere i ndeed applied, tbis co~U.d l .. ave a very serio113 affeet on t~ ·a 
gro":r"h of t he prl v~te sect-~r ef tha eccmor-!j1• Horc p:rob.s ly, credit, c~ntrols 

ould not be ~1-'Plied fir!"ity, so th~.t the price and b;"~.lanc"" of pnyn:ents 
f'itu.atio~ CO" d 't1ell bscorf.e tr-ou lcGo~ o . Fund st.;rl'f re,commend a r.r:-ore 
rigorou3 f"l scal effort, in t he context, of a ell lrorked t fin~ncial 
program. 

$. Du~lng is V.as~dngtcn vini t , t .. 1~ l~inister 'trill be m.;;1ld.ng a 
present ntic_ to CD ? descril.:lng the t'-ovcrrrnr~ent ' s econorz:lc ar1d ftn -::t.neial 
progran, and in fact I wov~d also expect b ·.J:'l. to sp~nd t en cr fi:~ ·t<~ .n minutes 
doit1g t his n t the cut. set of his m0etlng ~rl th you. He ill send you a 
suppla'P.enta.cy not•3 i f tie cnn find out. before yout~ meetino 'Hh~t line hs will 
be t akin{)'. Htn·:a .. ;~e·r , 'tY'e suspect t.hat his prc:">Gnt:ttion will ... uffer freh~. t 1e 
defects t hat tne Fund :re~n~s . It uo1.1ld be irrt~.n·'1Dting to he.:1.r· his r e ... !--onsa -
ii' you l'tere to ask hin l1het ~cr the ccntcrrt'Jl 0,t0d 1970 prc)grc!rl ,,rill cllor-;r encngh 
expansion in credit to ~o p~lvate s ctor to continne t he v -~i s~tisiae~o~y 
rate of gro;ith of t" e eeono;-<:;1 o£ tha p~s-t, t :ro ye rs , lrlt1leut at t !!e s~ne 
ti~1e l eading to rene~T0d infl~tion nnd nec.lmt:Jss in t he bo.l(; nc of p~ymet'lts . 
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6. Somo yon:rs ~(~o R1n t oonmF et.) help~ tho Govo.rn~:1ent n t .e ~- 1'"k 
t prcp~.r r...., nn :U fl. --~noit 1 }J:C gr ~!'t..s . ,\!o_ e :ro00nt 3 t h3 l.• Jnr- h~s dono s-.o 

i n t _a ~ntex.t or th.ol" p~ u.:-1 ns!~Otiat:ton of u ~rG~ndby arr .. -=m ·-omen v• In 
196;; D~ . -:rir·a:er V.3s~na c_dt;d t.ha ec!>.lO •. y u· s nt:rcnv e .. our::h to di ...... ~ .... nso 
l th a Dtc:ndby and in .no ei:rcu . .-1z t .. t1e~s p'~"evr:riJ.: t~ a yen.r a o he see..:4e·. to 
be ju~tified i n doin~ t1us. Dr. D~;;.. ino Ft1~tt.Y!"e i rop rted o be very 
1 ... el uotnnt see a Fund st~ndby, b~;e:~ · .o.s it .. · r3h·t re3ta t he public 
irn.preosi on t 9-t, the overn ant " ~s alltr:;in3 t ~e economy to el d .. b ck. You 

.. y 1 sh to di scuss thi"' situatlo n t,"l'V~"lnce nith Er. Soh.:-:oitzer ll'lo i s 
s oe .... ng · _a ?Iini .... t r on t ha ai"tern~o f>f 1·7e ~ · sd8y, li"eb~ua?] 2$ ( t'.ft r your 
,s t i nz ). Ona ...... -oss1 le olutil./n rould be t ,o ...... orsu. "' t 1a Al'tjan .. Gines that 

t hey stould sael{· a Fu.rY e G~ ndby, 'Hhi n :~u.l:l obli~ t em to ·u.ol"'4 out with 
t .. a !4'und a con sis cut fln::t). .. o:!.al ~ rog- ci:i . An ru. ·e.:llati:ve, ~hich ~a otln.Ji d .... r .. d 

st ye.!lr ... th Dr"'• K!*i ... ~;.r V~st~fl:; bu·it u:: · "'"h nu\d;. a ~r.:. .. li~Gd, l 1as fo..,.. ths 
agroo~ent C~1 eeo~ rrle p licy to b~- w:.. i':.!l t :_o B'1!L~ rn.t1:or t:~n "h:.. vh t . ' 1°1n .• 

.. is n~ .. g ·t ba poli t- ~:: 1 y mo e ;. ,~ _tabla t J1:"' 1 a 1· nd st.a.ndby. Befol~c he 
lc.~. t t he ~~b.:nBt, D s ICJ!ic3e~ Ve.senn ha ~ inten..,.ed. to 1-rri ta the !L.n a l et ter 

n his i'in .::.nci prog:rm:., and 1r"'.sn ha i'tr~... c .... k c '.!:leo., Dr. Dngn_no Past or-3 
t old us t .. in.t ha n.lso i niJcnded to d~ so; "·') i r:.d , · s ~-1 in S ·Y>tenbe - 1969 a 
dr'\i't of it i n Eu~.:1 ... s .Aire~~. Ho~rev :)r, ·iJ ... -s Arg0n ""in as ne ~r ~ur;;;ued t ho 
~t~er. You could sugzo.:s t t o r . D:'g-D 110 Pastol· that ue trf.n'l.ld be: q·nit o 
ap;y to h::!Ve ll_r:t fc110i1 this t-7-'e .U.... St~ 11 a third poos.:.bili ty r._:gh;, bG 
• aloguo tl.t~l t 4·!o Pt:nd ~r d "t-he '"'.:1k jointly, r c.wulting cona ~ivably in a 

l ette.r Oxl cco£1o:.,:te po icy c1ireet3d t.o bn\ .. ?1 ins~:ituti.ons. This mig11t b3 
r.: l'a aceepua-..le -politie .. ,lly t!L.n an a:rr~n~~ .Jt l::.:t t ..:1e ~ 'B~d alona, End 
ttight ba j u "" ti.fiad in .Al .. g~nti~'la (}S a J?l~~l-ue to th l n "f;;O Ba.nk l ending 
prot.,TDJn l~o corfter-:.::;late in t:,e n~xt t uol ve rr:A>rrtbs. 

!~n~in7 Progrum fo~ 121!-1975 

7. Gtn~ l e::1ding p.ogr ..... m fc~· t .. te .fiva ye-!l:s 1971-75 :i.a ~:5~5 .dl l:ton, 
O- lJhi ch (:!43.5 r.rl1lic~1 l-rould oe 1.n ·(, .. e ·t · .:n~ .5fJOrt ""eeto ( ~200 rdlli on fo'l .. 
raiJ.3mys, ~.,_35 trillion for his.l.iH . .'WS ~nd t:J.~Q !'1illicn for U "b!ln t r D.Jsport). 
As ycu r:J.c~ ree:i~\ , Dr. Df\gnl..'jO P~.v '..o1u t:11 ou t.: .. l~'"it'l'·' tha An:nn.:u ::Ie~:rcing 
t h:1t he l7us ple~)sed 'Hi t~l tho u:~~:H,:)~ t~nca 'Hl·ich t .. a B~nL D:ttD-e.c..::d i n 1. t s 
l ending p:'ogr~m to t · e trans!)Ol't s~::t.c~--, 2.nc to t~ a 1· ·:1a ili tat ien of t he 

· r .nil· -:Jys i n p3.rii uJ.ar. 1)o hori ·to r~.~o t reo J.t;:ln.s i n fisc :D.. 1?70-~/1 : 
$60 rtii11ion .~.or r 2ilnays, $35 nJ,j ic~ fo-r ro-...ds and $20 ldllion or rt~ore for 
m;t;a.t precessing. 

8. 
been 
for 
en 

lli'i1 .1'r.<ys . In reeo: t .. :nn·;:.;.··s , n nZ1·1 l\1il: 7~ya cn .. ·erp:rifJC la~i h s 
en~c ·c.~-;-tS'$-r--.il~ i::ys l a-..r n.::j t r-ther prc.\gJ."oso i n pt $p:- in, .. scbgme 

reair:ension n3 tne ,;;.Jy~:rt.~:- , :t..r.el .. t.t~ :.. ....... elos·'i :1; li.J'S, 19r .:.ng tJor ~sho_ 1~ 
re ucinG st3Zt, a.~d i::!proving Ol' ~niz r.;.t:l n , ec1.u',,:;sra:lol p.L 2.otiee and 
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Ulrif ~~nd sa.lary t:rtru :urc. Th· • .) ~rn.tinJ dofic t . a forae, wt to cl.o lina 
c !1. 1 in 1970, !!.!1d .. '!e p ng.,.m to clit.:iLa:t.e t.£ d9i'ici t ; 'c.hin fi Vcw yc..,?.rs 
still se~ms foJsible., SiJ.rul t~r-oously, the r _,.ilu,ys h-,.ve ecn drt:n;in' t1p, 
"th th lp o_ Frcnc~ and Arge tino eonsultants, a ne '! fivo .. year invest-
ant program.. \o!e 2."iTa S!lledulcd foi.~ l ata April a :m .J3icn tt) npiJrr..iae the 

progr-:1.!11 as e. basis for <:n in:ltiol r~.: 1iny lo · 11, \ ich ue 1 !ipe ta be <.ibla 
to tl!:\. a t is ye,.r. One ot t 112 f:<~-u o:::,s t hn.t r4.;:zht influencB t.:1e f'o:t>Jm, ati . n 
of' t is lo?..n nre lar ... e sun" liers 1 r.::di ts <lpp2rcntly boi11g offered b:J son!S 
eq .p cnt roq>Or t;,:i.ng CO.' • tries, es Ct)_ally J t:.pa· .. . You .. my l~ ish to point ut 
to ·he ·-:J.nis ;or that "f "'·he r<~dl1 .. ys t~ ·e on 011:.url.t~ents to buy l~rge e.mouhts 
of eq' ·l~!..n n road finonee by sunpliors' credits, c~re neocl~ t ba ta.~~f'}n to 
ensure t .:. .at the pu:reh~ses c. re ccneist~nt i z,h a r~ .t1.on.a~ l o. z-tc-r1~1 :lnvn t• 
ment pr,:,gr:1.. • It. is OBsible t.b :-.. t su~h crt.Jdi ts on a large sco.le Hou..l.d leave 
lit vla Ol' no rv m for Ikr.nk f'i!VU1Cinl. 1lSSist~~.n .... e . 

9. Road • The High~~oy Autnority is making goo· p:tto~ass in il?lproving 
ts · invos ::;;1t -pl( .nning r:etl. oJs.- Its con~m-t. nts h~-ve ·ccn~pleted the t""oad · 

not ;JO""'k rc.::orm,_ i"snnca su -vey r~~otten~ed by us, and 1Je hop sho ·'i:J.y tu 
~.grea en a pl'O[;!'eJ'.l of fc-:H3ibilit studies to be .f'in:?.nCCd t:.nde? tha hizh~l~ty 
lo3l'l w"' !l!:!de last ye~n·. ! t e· er o:i' the Tra ... t'lS,Ol .. ·~tion Proj ~cts Dep~ ..... ~"'tlent 
is pres 1ntly in Arge~ltina to i~ entify ro::i:d settiens \ihic!l 1night be inclu ...,d 
in a neri third road loo.n , 't:hich tdg,1t bo tlbout $35 ~!illion. Tha rll.J.jor roa:d 
to be i nclu e in t : is neYt loml \Jill _ rc. aJJ_y be Route 1 ~ in t~. e 1·:0-scpotmnia 
region on -vihien dek.ilo :nginoering ia in pro~ra~s. A .fourt! . higut·I ' y lca.n 
is prog al':lmecl fo~ fiseal 1972. · 

10. !Jleat P.~c:·inr.; . knt Deem:: ... or, n pl-epD.rat-oey trisnion diseust:•od in 
Bnanos .. i:re;" .A:>s~iole B~nk u:;r-ort fo: .. a credit :ro~l .. ~"Jn for t ta t ·odern1.zllti&n 
of the n.eat paczd.ng i n ::wtry uhieh would en':lbls it to !.oet the 8ID£l.nd for 
Jllor~ highly pl"' cessed t!eat prod,·ct::J ... n._ to s~1t.:..sfy ha inc~ ~s n~ly stringent 
so.ni tary ra']Uirr::r;c':lts of the i r2portine cotmt;r:les. Su~~scq~J .. n· ly, in r.dd· 
J £!nuo.ey, 110 u -..'oiJe ~anie·tor D:-,:nino Pcstcn .. a l'l-Dkil!g pr pos.?ls for ··he shJ pe 
or such a p .. ojceu. He Bra ne~ - Cl.:~i t· ng t~e G.o"~.--er:c:-i:i:lnt ' s r e· e .icn, and you 
trlg1t inqu:t~o 'hh;'l·t, the r.:inist.er tb-ir;::-i:i of• th•,., proi ... {}oed por., .:.:lon. In"le-
pen t-ntly o~ t::us, rc:n~eso:ntn.tiv~ of Dolt~: :r ~!1:. 1 a ... lon.1l h'lve t\ . .J)ro~ ch!:d 
the B(Jn! .. and IFC abou·c fin":lnci2l. assis·&:ince fo:.. pl~.nt .: ern1.zati n of S rift
A~..rot1r, a l?.~o11y-o;med subsiaiary of DDltcc, , -r1ich i ·~ t.1~ l aT""cst t!ent
pa.c.d.n3 o:m::p~·ny in Ar ,.ontin... . Dal' ec Iould li!:e to bring _.rgcntine investors 
into t.ho co:1~p:::ny , \:..;1lch nil'! t help to ov~rco-r:;a th~ Gcve~n .. _cnt 1 s vluet~neo 
to gu.:rrantao (l B~ 1k loE!.n for n fo:rcig..."l-etmcd cnr.r,":nT , :!:l~e~- in t!le G-overn
ment 's vie1-1 :~ .~-01.1~d h~ve ~=cess to -~r..v:. ... eo r os of cxto-" .. 1nl enpito~. 

11. Ur1L.n Tr nnport. As ~zres b!?J .:;ecn you a_ t: e !· nister dtlr"'lng 
t~ a Ann\! 1 Le•J-r,inr;, lie expect s ... ~rtly to rocc_ ve fro~n t .tS Go7e nr.1ent a 
comp:rehcn~ivB .n.as tezo plan for Bur:hos Ai:t'es :v:;:1 beinz co~letea by the 
Lotropoli tan P.c.aion Cf'ficeo The Ec nc:mic trdssio uill .appr .. is a thi plan, 
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, for c ~e va.t ou u. Bn ev lt>pm"'.s t 
In 4d(11 t.i n to ·tlrls pl u.n, 

i T~~nf:;:·or·t. S"'Ca.Ot!'l.!'ittt. 
u1• pa.rt, -~o h:nre rocor::ncn .. ed i:dD. ~ .lil•gc.t .. tin--:.l ~!,o f:l st 1- t tho c-o~st"l 

corrldo1• between Th enos :t.r..:os and La Pl'J,··l ··Gl1ich uould atJ~sss future t ·c:tns
porr, no ·ds ·nd .etermina 1 r:or t·· c for · .. u v :r-1. u, p!>op.c·oRLs for btilct ... ng 
e..n exprenSt~y, eleet.ri..l"y_nz s, b 1•u... r .1:ll1wyD D.nd. ex:t~nd:ln"" the sub'~it}y system·. 
flo ~O -a l at .. ~hose st/',,. ies t·I:tll on .1b a us ·-o i o ti.ty t~rban t ra11sport proj.:.et 
fer B· nk finn11-ein~ io fisea..1. 1972 lnd l ater y rs. 

12. 0 he~ Urb:.:n Infro.st:n:. ·t 1:•8. vie un ersta d t .i at Dr. D~gn ... no P.:~s·tore 
;.:..y ms 1 to -iliteNS'u £.wBank fn three ot>'l'ar rn"->jcct fo t.1e Euo.nos ld1•es 

are~· 'hieh are not includ0l in the lcLdil"lg p:rog1"~"~,. . Tt·esa inolu;\3 ¥~;:~er 
nd/o:t' se~;cr~;;e ( a aeetor 1.n "':hic:l t hJ !DB h.aa b~en active) J L"1Jl'DVom-v~lt of 

t he ten!~"liCa .f~ ~il1ti~s .st ~ze ..... ~::t 1n·~~rn.:~ viDnal Ai11Jt;,rt; .,nd th~ 
st~ ..;tion f ( !i~fJJc::--n Ce tral p ·cdueo T-10.l"1:ut. J cooting · !'Ctl ... d ~~45 million , 
. n t he ontsi<' l'ts of tha city. •J:ne Govorn.~.~ent ha just .furnisued ... o=r.. a.oeu-
et to on this pl4Qjec·!, nnd r'Vprss-.1nta·tivDs o£ the Buenoo;> Aires Centr-al Ear1:et 

Corporation pl an to visit t . a Ban' ... in H~reh .fo1 .. dise~ ssionse You l1'igh~ s~y 
to the .L·1:tnister, i f he puts ·t., ~esa projee ts forn · l"'d, th3.t ·~.rs .. o'Uld like to 
be nblo to see ~ ow tiJoesa proj-:;cts fit i .t,o tha l!'tStl~opoli t'ln r eg1 .(1 ~laster 
plans which 'tJG expeo"h our ceononic mission ~., revicrrJ in -Iirll-r:Lny, a~ d only 
theraa~tvr can we detcrmino their nuitn ility .or Bonk financing. 

1.3. DeveltJ?::::.rrti Fin~11ea Cci'"n~n"l · t .. s . Cu-r l en,. ing pl,Ogl•a • neludes t1-1o 
l ans for prlv3:(joly.:::~~0Id.;v~:i~~x~n~ ~l'>e c c-"L90~1iea ( Minvoc-;i:J.lent b<'1n~{s!' ), 
to bo tts""d 1.n a Ji!r-'Jlner l-ihic:l 1-rlll help dD"!iel.op t e Ar6ent:i ne e api·iial marke·t. 
The l E-glola ive frru.!·3-r~:o:r!( for inveot"r.!ont b~mks YDS tJnr..cted som·a t ir e rtgo 
but nona hns yet bssn est' lisne~ j in p~rt at l en t beenusa · e Cenvral ~xnk 
bnd ne;t yet :tor~u..1C?.ted the ne•es ... )~l'J' rcgulatie!Js. !o-rever, t.!J. P~asident 
cf t 11e Co .tra.l &n_t t ns n :1 r ... q sst a us fozo nssistanee i~1 d:r::tfting t hese 
regulu ions. ~ !r. Di- ~10:-ld pl~l1S to vioi t .rgentin-1. coon i :o orde? to b e . o~e 
f a.xJiliar ~dth t he ee:..~er.ll inVe$t~:1Emt cl'L~1.te, to i d;._ntif'J tht:\ problems 
standing in t ... a \r~y of t he ereJ. 6ion or t'1 se £~none · comp.1ni os, !'In to 
IU"l"'Dnga uh~·(.ever ns~10iot~nce :e :~ :1. 

14. You m~y llish to e:~"'"re ·s to t he . -.~inist"r our app:~~ciavion fo_• the 
constru.ct.i ve c e .!~r0vn-'cina h;1s o .... n pl~~1-1.ns in t 1a effor~s to r cc·.:£1stitute 
t he :Boli vian pi:pel.:.ne pr-oject. AL Ol1g oth:'?r th:;.nzs, t..._.e .. :~3entine nl"e rei !.'Ady 
to gu~ront,sa the ~=1nl' 1 s l o.'"'n , in fj,ilistiJ·.ution for Gulf 's gu.3.rdnte • You 

ght t ell bin t_ at a recently p"o ·(,9~me ~ t: t.s te~;">!inal do.i'je for efi'eetivene5s 
of t }1e lo:1n by a furt:1c.:. three !~-or ths to i-!ny ! , in or~ ·3r ~to alle~i' r~ore t.ine 
for furtber effort ·'Y ill p.3.rt• es :int"'r.asc· i n t .. , T~Jconstitu·tion of t his 
ir.lpoL.~t.:lnt projeet. tou m~ y D.lso '.;..""h to D;:t.y t l1.:j,t ctmst:L-~H:t:lon of t!-1a p:cject 
might pes ibly ba rcat!lnt: in a fe~i' ... :1 nt.Ls, if Boli- a ~nd S!)~J.n agrvsd th~ t 
a Sp:lnish c ,_ :~po:1)1 ~uld n! lt1:st Boll inn o:i~ and gas, an _ pay .... _96nsn.tion to . 
Gu~~ OU Co '"'Oratio;-1 from export e .. ~Ining • 

Att~wehr. Gnt 
c: .dcssrs. K.."lnp_ , ¥7ies$, Ross, S!,..ill:i.n3s 

RFSkillingsfods 
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FoRM No . 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO : Memorandmn for Record DATE: September 28, 1970 

FROM: Dragoslav Avramovic />rv-1 
S UBJEC T: Meeting of Mr. McNamara with the Minister of Argentina, 

Mr. Carlos M. Moyano Llerena in Copenhagen on September 24, 1970 

1. Mr. McNamara met with Mr. Moyano Ller ena who was accompanied by 
Messrs. Fernandez, Soldati, Caram and Mey. Messrs. Knapp, Alter and 
Avramovic were also present. Mr. McNamara inquir ed about the curr ent economic 
situation and prospects in Argentina and the Minister stated that stabiliza
tion and incomes polic±es would continue: they have been quite successful 
and have resulted in a sustained increase in real per capital income for 
the first time in the last 35 years. Mr. McNamara also inquired about the 
prospects for expansion of meat production, in view of the comparative 
advantage of Argentina in this field. The Minister was cautiously optimistic. 

2. Mr. McNamara stated that the Bank was anxious to have a sufficiently 
large pipeline of projects in Argentina. He was very pleased with the pro
gress made in the fields of railways and roads, and also with the improve
ments in the power sector; but project preparation in other sectors was 
lagging. The Bank would like to aim at a lending level of $125 million per 
annmn and to have a corresponding rolling three-year project flow. The 
Minister replied that the Argentine Government shared Mr. McNamara 1 s views 
concerning the need for project preparation and that it will take measures 
to assure timely project availabil ity. 

3. Mr. McNamara was interested in Mr. Moyano Llerena's views of the 
Latin American economic situation following the latest political develop
ments. He was concerned that private foreign capital may react negatively 
to political uncertainties in Latin America. In this connection, he 
emphasized the importance of predictability of the treatment foreign 
capitol would get rather than the scope of the privileges it may enjoy. 

4. Mr. Moyano Llerena refer red to the discussions his delegation 
has had with the staff concerning the release of Argentina's contribution 
to IDA. The delegation was anxious to assure that this contribution would 
be pr imarily of benefit to the relatively less developed countries in 
Latin America and be identified as such. Mr. McNamara replied that we 
fully understood the Minister's position on this matter and he was sure 
that a satisfactory formulation could be found. 

cc: Mr. Knapp 
Mr. Skillings 
Sir. Denis Rickett 
Mr. Alter 
Mr. Wiese 
Mr . Ross/Pilvin 

Presi has seen 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Memorandum for Record 

FROM: Gerald Alter~ 
DATE: December 23, 1970 

SUBJECT: Meeting of Mr. McNamara with Dr. Juan Llamazares, Under Secretary of 
Public Works of Argentina · 

Mr. McNamara met briefly on December 22 with the head of the 
Argentine Railway negotiating team, Mr. Llamazares, who was accompanied 
by Commodore Eduardo V. Di Prisco, Under Secretary of Industry; Ing. Juan 
Carlos Franck, Ministry of Economy and Labor; Cor. Lucio H. Mazzbla, 
Argentine Railways; and Cor. Enrique Mario Barrague, · Argentine Railways. 
Messrs. Mey and Alter were also present. Mr. Llamazares · indicated that 
the negotiations were 90% complete but that the · 10%· left over was still 
very important. They were discussing with the Bank the procurement of 
freight cars in Argentina. This involved a very important industrial 
sector and he hoped the Bank would be aware of Argentine industrial 
reality. He pointed out that, after all, only a small part of the loan 
was involved. 

Mr. McNamara explained that the staff was very interested in 
reaching an understanding with the Argentine authorities on this problem. 
He had noted that we had a similar problem in connection with the SEGBA 
loan which had been worked out to the satisfaction of both sides. In the 
past, we had sometimes .accepted excessively protective systems and this, 
we felt, was neither in the interest of the borrowing country nor 
consistent with our own role in trying to encourage industrial efficiency. 
He felt sure that Argentina would want to encourage the play of competitive 
forces and on this basis was hopeful that a mutually satisfactory solution 
would be found. 

Mr. Llamazares explained that he· was planning to retUrn to 
Argentina, but would come back early in January with a smaller group to 
complete the negotiations. 

cc: Mr. Knapp 
Mr. Jaycox 
Mr. Skil~ings 
Mr. Moini 

GAlter:pa. 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Mro Robert So McNamara 

FROM: Gerald Alter#-

DATE: December 22, 1970 

SUBJECT: Your Meeting with Argentine Railway Delegation 

lo At 5 Pomo today Dr. Mey is bringing to your office Dro Juan 
Llama~res who is the head of the Argentine railway negotiating team, and 
possibly other senior members of the team (which in total comprises 19 
people, including two representatives of the private railway equipment 
manufacturing industry )o Dro Llamamres, who is about 55, is an intelJ.i,.. 
gent, level ... beaded person who bas been pleasant to deal with. An economist 
by training, he is a professor in the University of Buenos Aires~ In the 
late 1950's he was for a short while Minister of Commerce in the government 
of General Aramburuo He was recently appointed Undersecretary of Public 
Works and Services, with the principal assignment of the preparation and 
negotiation of loans with international lending agencies for projects in 
sectors covered by the Ministry of Public Works and Serviceso Although he 
has had his job for less than two months, he has already contributed to 
improving the Government's working relations with us0 

2. The proposed railway loan of $84 million will help finance the 
first two years of a five-year investment program of Ferrocarriles 
Argentinoso The investment program is itself only a part of a major 
rehabilitation effort, which involves many difficult decisions and is 
designed to modernize and redimension the system and eliminate the deficit 
which has been a serious burden on the treasuryo Present estimates are 
that the working deficit can be eliminated by 1975 and the total operating 
deficit a fev1 years latero The five-year investment program amounts to 
$839 million and the two-year tranche which we are helping to finance now 
to $368 milliono Our proposed loan of $84 million would help to cover 
the foreign exchange cost of this two-year tranche, which is estimated to 
range between $159 and $178 million (depending on whether freight car orders 
are won by foreign or by domestic suppliers) 4 About $65 million of the 
foreign exchange costs are expected to be financed through foreign suppliers' 
credits, chiefly for locomotives, while the remaining foreign exchange cost 
will be met through Argentina's other foreign exchange resources~ 

3o Negotiations have in general proceeded quite smoothlyo The major 
unfinished item is the drafting of the letter of intent which the Government 
will address to the Bank describing the rehabilitation program. 

4o Only one question has caused difficulty, namely the method of 
procurement of freight carso About $40 million of our loan would be 
allocated for these, of which $22 million is for bogies which will be pro .... 
cured abroad after international competitive bidding,about which there is 
no controversyo The discussion has centered about the procurement of 
freight car bodies1for which we expected our loan would cover about one .... 

President has een 
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half of the costo The Argentines would like to reserve for domestic 
procurement the other half, which we do not finance4 We are trying to 
negotiate a formula similar to that which was incorporated in the last 
SEGBA loan, under which the portion not financed by the Bank would be 
reserved for local suppliers only if those suppliers could deliver at a 
price which does not exceed an agreed percentage over the lowest foreign 
priceo Discussion of this point is not yet completedo 

5o The Argentines will probably repeat to you their desire to insure 
maximum participation by Argentine industryo You may wish to say that we 
share this desire but that we also feel that the rules should be designed 
to give Argentine industry incenti ve.~to supply at reasonable priceso We 
do not anticipate that the delegation will bring up any other issues of 
substanceo 

Cleared with and cc: Mr. Jaycox 

cc: Messrso Knapp 
Cope 
Knox 
Skillings 
Moini 





MEMORANDUM FOR THE RECORD August 16, 1971 

Messrs. McNamara and Knapp met with Ambassador Real of 
Argentina on July 12. Mr. Knapp informed me that this was merely 
a courtesy visit. 

L.E. Christoffersen 
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INTERNATIONAL DEVELOPMENT I I NTERNATION AL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Memorandum for the Record DATE: October 5, 1971 

FROM : Hendrik van der Heijde 

SUBJECT: ARGENTINA - Mr. McNamara 1 s Meeting with the Argentine Delegation. 

1. On Monday September 27, 1971, Mr. McNamara received the Argentine 
delegation to the Annual Meeting, headed by Dr. Juan A. Quilici, Minister of 
Finance, and consisting of Dr. Carlos s. Brignone, President of the Central 
Bank, Dr. Angelo R. Caram, Minister, Embassy of Argentina, Dr. Luis B. Mey, 
Executive Director, and other representatives of the Ministry of Finance 
and the Central Bank. Also present were Messrs . Knapp, .Alter and van der 
Heijden. 

2. Mr. McNamara expressed serious concern with this year' 8 adverse 
developments of Argentina's balance of payments, the high rate of inflation 
and the increasing level of unemployment. Mr. McNamara invited the Minister' 8 

views. 

3. The Minister stated that the present Government fully shares Mr. 
McNamara's concern for the current difficult economic situation, and stressed 
that the Government, while making preparations for the transfer of power to 
a democratically elected government scheduled for M~ 1973, would be taking 
all measures needed to pass a soundly functioning economy on to the new 
goverrunent. In this connection, the following points were made: 

(a) The outline of the 1972 budget was alreaQy" available and aimed 
at a very substantial reduction in the budget deficit, and from January 1, 1972 
onwards at financial self-sufficiency of state enterprises . To achieve the 
latter, rate increases would be introduced in November, particularly affecting 
the power sector and the railways. As to the railways, the Government was 
determined to progressively reduce, and within a period of 5 years eliminate, 
Central Government financial support to the railways. 

(b) As to the recent exchange rate measures, including the temporary 
ban on imports, the Minister stated that the Government's aim was to achieve 
a reduction in imports as well as to restructure foreign trade. These 
measures will be followed by trade negotiations with some individual countries. 
The exchange measures were one element entering into a comprehensive program 
designed to reduce the current high rate of inflation, now approaching 40 to 
50 percent on an annual basis, to a level which would approach 20 to 25 
percent per annum, which was a rate Argentina could live with. 

(c) As to monetary policy, measures would be taken to stop inflation 
gradually, while at the same time avoiding a severe recession. These policies 
would be synchronized with exchange rate and the fiscal policies. 

(d) Development expenditures in 1972 would emphasize an increase 



Memorandum for 
the Record - 2 - October 5, 1971 

in the public works program, while at the same time industrial promotion 
measures will be taken, including the granting of incentives for foreign invest
ment, so as to assure rapid growth of production and employment. 

4. Upon Mr. McNamara's question regarding the outlook for Argentina's 
trade balance, Dr. Brignone stated that while it is now in deficit, the 
measures which the Government is pla.rming to take would certainly lead to 
an improvement in the balance of payments situation. In this connection, 
Dr. Brignone said that the Government would consider it extremely important 
for the export sector to have sufficient incentives. The situation would be 
watched closely and should there appear incentive problems, the Government 
intended to shift merchandise exports from the current exchange rate of 
5 pesos to the dollar (which in all likelihood is not an equilibrium rate) 
to the financial market where a higher rate prevails. 

5. Mr. McNamara asked for a full report on the discussions between 
the Argentine delegation and Bank staff, particularly focussing on the 
specific measures which the Government intended to take beyond the ones 
already mentioned by the Delegation. 

6. The Minister emphasized the Government determination to correct 
the present unsatisfactory economic situation and indicated that the Argentine 
delegation would be fully prepared to have further discussion with Bank staff 
on the Government's economic program. 

Cleared with and cc: Mr. Alter 

Hvd.Heijden:grs 

cc: Messrs. Knapp 
Knox 
Weiner 
Wiese 
Avrarnovic 
Ross 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

• INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE 
ASSOCIATION CORPORATION 

October 5, 1971 

MrG McNamara: 

As you will see from the attached, 
we had quite a useful meeting with the Argentine 
Delegation after their rather disappointing 
performance in your office. It is unfortunate, 
in my judgment, that they have given up the 
crawling peg, but it was apparently necessary 
in order to put through their incomes policy. 
We shall be sending a mission in November for 
further discussions with the Argentine 
authorities. 

Attachment 

cc: Mr. Knapp 
Mr. Chenery 

Gerald Alter 

President has seen 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: October 5, 1971 

FROM: D.G. Greene 

suBJECT: _ARG_EN __ TIN_A_: _Di_· s_c_u_s_s_i_o_n_s_WJ._._th __ D_e_l_e~g~a_t_i_on __ to_Ann __ u_al __ M_e_e_t_i_n_.g_s 

' .. 
1. On Septenber 29 discussions were held with members of the 
Argentine Delegation to the B~~/Fund Annual Meeting. These discussions 
were largely concerned with recent economic developments and the Govern
ment's program. Bank staff present included Messrs. Alter, Wiese, 
Avramovic, van der Heijden, Fajans, Moini, and Greene. The Argentine 
participants in this discussion were: 

Dr. Juan A. Quilici, Minister of Finance 
Dr. Carlos s. Brignone, President, Central Bank 
Dr. Dante Simone, Director, Ninistry of Finance 
Dr. Horacia Alonso, Assistant Hanager, Central Bank 
Mr. Alberto Chazelle, ·Department Manager, Central Bank 
Mr. Theodore Fernandez, Division Chief, Central Bank 
Dr. Angel Caram, Minister, Embassy of Argentina 
Dr. Luis Mey, Executive Director, IBRD. 

Introduction 

2. The discussion opened w-rith the Delegation stressing the necessity 
of developing a stabilization program which would have general political 
backing in vie~.; of the present Goverrnnent 1 s attempt to bring about a tran
sition to civilian rule. This would imply a gradu~ reduction in the rate 
of inflation -- approximately 40-50 percent on an a.n..nual basis just before 
the price freeze -- to a manageable level, i.e., 20-25 percent per year, 
since, it is felt, more rap:· 1 d.Jceleration would lead to a severe recession. 
It was mentioned that several important new measures and some personnel 
shifts were inrrninent. In addition, measures have been taken very recently 
to per.mit more effective control over economic policy. The~e include the 
movanent of. CONADE, the planning agency, into the office of ~he President 
where it would have general responsibility for coordinat~on of economic policy 
and the centralization of control over all public sector external borrowing 
activities in. the National Development Bank. The general outlines of the 
Govermnent 1 s stabilization policy were spelled out by manbers of the Dele
gation. · 

Exchange Rate 

3. The Government recognizes that its attempts to reach parity by 
a series of "midi" devaluations has not been successful. It feels that 
the frequent and substantial devaluations contributed to inflatinnary 
psychology and adversely affected expectations. Therefore, as part of the 
general economic truce arrived at with labor unions it agreed that the 
official exchange rate would be frozen at 5 pesos per dollar. This rate, . 

P esiden 
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the Delegation stated, might not be an equilibrium rate, and the Govern
ment, therefore, established a dual market with most merchandise trans
actions at the official 5 peso rate and invisibles at a higher flexible 
"financial" rate. The Delegation e){J)ressed the opinion that this systan 
would give immediate relief from pressure on foreign exchange reserves. 

· In addition, over the medimn term it would allow the Government to dis
guise exchange rate movements by transferring certain transactions in 
whole or in part from the official market to the financial market. Expo+t~ 
incentives could thus be retained while there would be no :impact on the 
domestic price level. This has already been done for nontraditional 
exports, where 10 percent of foreign exchange proceeds may be sold on 
the financial market. The measure recently taken which had the effect 
of suspending imports wa~ acknowledged to be only temporary and was 
characterized as an antidote to inflationary stockpiling of imports and 
the Goverrnnent is already granting liberal exemptions. 

Fiscal Policy 

4. It was emphatically stated that the 1972 budget, currently 
under preparation, will be "essentially balanced11 • By this it was meant 
that very little financing by the monetary authorities will be requiredo 
The . stated goal is for public saving to cover at least 40 percent of 
investment. This would require, in addition to other measures, raising 
tariffs for public services so that the entities which provide these 
services (except for railroads) would be independent of the budget from 
1972 onwards, i.e., would not have to rely on transfers from the budget 
or financing from t...he Central Bank. The Government plans to increase 
tariffs in early November and again in February. . Financial independence 
of the railroads, whose present situation is very serious, is a medium
tenn goal and the railroads will continue to depend on budgetary support 
for a five-year period, as agreed with the Bank. There will also be an 
attempt to better revenue perfonnance by improving administration and 
eliminating or consolidating some minor taxes. However, the major 
revenue measure will be the introduction of a value added tax. \vnile 
this has been under consideration for several years, the Government has 
finally decided to go ahead. However, because of administrative problems 
involved in introducing such a tax, its mposi tion will be delayed, prob
ably until the end of the first quarter of 1972. It was acknowledged that 
the budget for 1971 is in severe disequilibrium and that it will require 
1.5 billion pesos in Central Bank financing. As a result of inflation, 
and wage increases the Government has felt compelled to grant, there has 
been a 40 percent increase in current expenditures over the level origi
nally budgeted, while revenues have increased only 25 percent against a 
probable 40 percent increase in nominal GNP. The introduction of the 
value added tax is designed to make the revenue structure more responsive 
to changes in money GNP. Tax pressure is estimated to have declined by 
1.5 percent of GDP in 1971 and without introduction of the value added tax 
the Ministry of Finance projects another 1.5 percent decline in 1972. 

Incomes Policy 

5. The Delegation recognized that. the keystone of any stabilization 
program is incomes policy. It feels that recent collective labor agreements 
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have contributed to inflationary pressure and that the Government's policy 
of delaying wage increases as long as possible, and then allowing large 
readjus~~ents, contributed to instability. It has been decided, therefore, 
that for the time being, collective agreements will be forbidden and that 
real wage rates will not be penni tted to rise. Instead, the Government 
will adjust wages periodically according to changes in the · cost of living. 
The intention is to increase wages by 10 percent each time the cost of 
living index rises by 10 percent- hopefully two or three times per year•·~ 
The Government feels that its incomes policy will be aided by a projected 
upturn in cattle slaughter this spring which will stem the rise in internal 
beef prices. Since the cost of living index gives a disproportionate weight 
to beef prices, stable beef prices and wages lagging behind increases in the 
cost of living could provide an important stabilizing element. In any event, 
the recently introduced freeze on prices, other than those of public services, 
and wages, which initially was to last only until October 31, 1971, has been 
extended to January 31, 1972. The Goverrnnent feels that the prospect of a 
return to civilian government in which Peronist unions "Wtll, undoubtedly, 
participate, is making these unions more receptive to its incomes policy. 
The theory is that they would rather have the present Government take hard 
measures than be left with an unmanageable economic situation ~men they 
share power. 

Industrial Policy 

6. The Delegation stated that the Government intends to give high 
priority to export promotion. Its goal is for exports to increase at a 
faster rate than GDP. They recognized that while nontraditional exports 
can play an important role, in absolute terms, traditional exports, espe
cially beef, are more important. In this regard the Delegation mentioned 
that the Bank's further assistance in the livestock sector would be welcome. 
The Delegation indicated that the Government's policy was not to discrimi
nate against either foreign investment or domestic private investment. It 
expects that the effect of ~he new foreign investment code will be to main
tain foreign direct investment in Argentine industry at its present propor
tion to total industrial investment. As two examples of its balanced approach 
to industrial development, the delegation mentioned YPF ~nll .be following 
the policy of distributing crude petroleum to other oil companies for refining 
when its 01m present capacity is fully utilized, penni tt::ng the balanced ex
pansion of the industry and that it has been decided to assist the privately
owned steel company, Propulsora, rather than nationalize it. 

Monetary Policy 

1. It was mentioned that the monetary authorities recognize that, in 
view of the rate of inflation, the present interest rate structure is unreal
istic. While a definite policy has not yet been formulated, most technicians 
favor allovTing a gradual rise in the interest rate. The Government has, 
apparently, decided to limit the amount of swap operations it will permit to 
the present $400 million level. This would require permitting resumption of 
domestic bank credit to foreign firms. It wa.:> indicated that this will take 
place but that the growth of loans to foreign firms in each commercial bank's 
portfolio would be limited to one-half the rate of gro~h of its total lending. 
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In order to be able to control monetary expansion an attempt will be 
made to bring credit e:1.-pansion in the acceptance market under control 
by linking the volume of each financial intermediary's dealings in 
acceptances to its own capital structure. In general, the feeling was 
expressed that sufficient credit could be extended by the banking system 
to the private sector in 1972 without undue overall expansion, since 
credit needs of the public sector would be limited. 

8. In response to a request by the Bank staff, the Delegation 
indicated that a small updating economic mission would be welcome but 
that because of expected new measures and personnel changes in October, 
November -would be more timely. 

Cleared "\\ri. th and cc : }ir. Alter 

cc: l1essr~ McNamara 

DGGreene: ak 

Knapp 
Chenery 
1-leiner 
Knox · 
}-Jiese 
Avramovic 
Ross 
van der Heij den 
Fajans 
Hoini 
Sporon-Fiedler 
Hay 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: Memorandum for Record 

FROM: Gerald Alter v DATE: December 16, 1971 

SUBJECT: Meeting of Mr. McNamara with Mr. Carlos Manuel Muniz, 
Ambassador of Argentina 

The Argentine Ambassador, Mr. Carlos Manuel Muniz, accompanied by 
Dr. Angel Caram, Financial Counsellor of the Argentine Embassy, and by 
Dr. Luis B. Mey, Executive Director, called on Mr. McNamara on December 15. 
Messrs. Knapp and Alter were also present. 

The Ambassador made a long rambling opening statement on the 
importance his Government attached to friendly political relationships with 
the U.S., emphasizing the importance of internal order as well as economic 
and financial health if Argentina were to play a proper role in the world. 
The Ambassador recognized that the country has a serious internal financial 
problem which needs to be solved if they are not to be faced with more serious 
economic and political problems in the future. At the same time, he empha
sized that we must take into account the need to establish political order in 
taking steps to solve their financial problems. The Ambassador mentioned that 
they were now negotiating with private banks to obtain some US$500 million in 
credits. 

The Ambassador then asked Mr. McNamara to indicate his understand
ing of the present state of Argentine-World Bank relationships, since he was 
going to Argentina this week and would like to be up-to-date. 

Mr. McNamara outlined the history of recent relationships with 
Argentina, pointing out that as the Argentine Government had shown its 
willingness to go ahead with a sound economic program, the World Bank had 
responded by mounting a larger lending program. While there had been in the 
past differences and difficulties, on the whole, we had been able to proceed 
with planning on an expanded scale of activity. The developments in the 
recent past, however, have caused us great concern. In particular, the 
agreements reached in connection with the SEGBA power loan and the railway 
loan were not being implemented. These weaknesses in performance on existing 
projects not only affected our ability to associate ourselves with ongoing 
projects, but raised serious questions for future lending. Already it was 
clear that there would be no new loans to Argentina this fiscal year, which 
was a great disappointment. 

In the discussion that followed, the Bank representatives indicated 
that the primary cause of concern was the failure to put through tariff 
increases as called for under the loan agreements. The Argentine representa
tives insisted that a decision had already been taken to increase tariffs of 
public enterprises, including power and railways, by an average of 45%. 
While they conceded that the increases had not yet been implemented, there 
was no question concerning the firmness of these decisions, which had been 
taken at the highest level in the Argentine Government. Dr. Mey indicated 

Presidenl 
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that according to his information, the tariff increases would be put into 
effect within the next two days, and the Ambassador confirmed that it was 
his understanding that the increases would be implemented very soon. The 
Ambassador understood that the Bank staff had been told earlier that these 
increases would be implemented and that this had not happened. He there-
fore appreciated that we might be skeptical, referring again to the political 
limitations which may affect the timing of the intro.duction of measures. He 
was now very confident, however, that these decisions would be implemented. 
The meeting ended on a friendly note, with both Bank and Argentine representa
tives expressing hope that the basis would be soon established for the 
resumption of closer relationships. 

Addendum: Decrees instituting rate increases for SEGBA and the railways 
were published in Argentina on December 16. 

cc: Mr. Knapp 
Mr. Weiner 
Mr. Knox 
Mr. van der Heijden 

GAlter:pa. 



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFF\CE MEMORANDUM 
TO: Mr. Robert S. M::Namara DATE: December 14, 1971 

FROM: 

SUBJECT: 

Gerald IJ.ter~ 
ARGENTINA - Visit by Ambassador Carlos Manuel Mlfliz ( M o(; N- '( l ~) 

1. The new Argentinian Ambassador, Mr. Carlos Manuel Mlfiiz , will 
call on you tomorrow at 12 .1.5 p.m. He will be accompanied by Dr. Angel 
R. Car am, Financial Counsellor of the Argentine Embassy, and by Dr. Mey. 
The Ambassador will pay you a courtesy visit and, as he is travelling to 
Buenos Aires towards the end of the week, would like to hear your views 
on Bank-Argentine relationships. 

Some Background on Ambassador MUniz 

2. Ambassador MUniz, about .50, has been serving as Ambassador to the 
United States since October of this year. Having obtained his law degree 
in 1946 from the University of Buenos Aires, he embarked on a teaching career: 
he became Professor of Political Science at the University of La Piata and also 
taught Constitutional Law at the University of Buenos Aires. He entered public 
life in September 19.55 and served for three months as Sub-Secretary in the then 
Ministr.y of Interior and Justice. He was later appointed Ambassador to Bolivia, 
where he remained until 19.59, when he became Ambassador to Brazil. He accepted 
the post of Minister of Foreign Affairs in the Guido Administration in October 
1962, which he held until May 1963. The Ambassador is well respected within 
Argentina and over the years has intained good relations with the military. 
He is reportedly close to President Lanusse. In his present function, he 
has alreaqy contributed towards an improvement in the U.S.-Argentine relations. 

Bank relations with Argentina 

3. Mr. Knapp will have told you that we are facin~ some very serious 
problems with two important projects (Railways and SEGBA) that are receiving 
substantial IBRD financial support. In summary, we are not at all making 
progress with the financial and teChnical rehabilitation of the Argentine 
Railways. This rehabilitation program is being supported with a U$84 million 
Bank loan, and a special meeting of the Loan Committee held yesterday considered 
that the lack of progress had been such that we should take action on disburse
ments. As to SEGBA, the Loan Committee agreed that action on disbursements 
should be taken with a view to improving performance in the power sector. 
These actions were recommended on the grounds that both written and oral 
representations by Bank staff on these matters during the past six months 
had been without effect. In view of the need for preventing what could become 
a public confrontation between Argentina and the Bank, and considering that 
adequate performance in the near future on the two projects is still not ruled 
out, there was agreement that we should ask the Argentines not to present 
w-ithdrawal applications to the Bank, rather than initiating a formal suspension 
of disbursements. 

_fjesj_~ent nas seen 
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4. The economic mission which visited Argentina in November of this 
year is preparing its report. Preliminary conclusions are that the economic 
program for 1972 does not meet the requirements of what is an extremely 
difficult internal and external financial situation. Unless supplemented 
qy additional measures in the field of fiscal, monetary and balance of 
payments polic.y, there is great danger that Argentina might run into a 
situation in which it will have to suspend foreign payments. Faced with 
these prospects, and in the light of uncertainty regarding supplemental 
policy action, we have deferred sending to Argentina a mission to appraise 
the proposed fourth highway project. As a result, there will not be arry 
Bank lending to Argentina this fiscal year. 

5. The Ambassador, in all likelihood, is fully briefed about the 
deterioration in Bank-Argentine relationShips. You may wiSh to express the 
Bank 1 s concern at this deterioration and our hope that meaningful additional 
measures are taken to set the econo~ on the right course. I do not feel 
that it is appropriate to tell the Ambassador about actions on disbursements 
that we soon may take in relation to the SEGBA and the Railway loans. 

cc: Messrs. Knapp 
Broches 
Cope 
Chadenet 
Baum 
Weiner 
Knox 
Wiese 
'Ross 
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