Public Disclosure Authorized

Public Disclosure Authorized

Argentina Systematic Country Diagnostic (SCD)

2025 Streamlined Update
l. Introduction

1. This 2025 Streamlined SCD Update (“2025 SCD”) is framed within the context of a sea change in
Argentina’s direction of travel. A new government that took office in December 2023 implemented a major
course correction that included sharp fiscal consolidation, an upfront devaluation of the peso, and an end to the
monetary financing of the budget. This was a concerted effort to stabilize the economy characterized by
extremely high inflation and budget deficits, negative international reserves, and elevated public debt. Twenty
months in, achievements largely exceed expectations though significant challenges remain.

2. The first Argentina SCD, Argentina, Escaping Crises, Sustaining Growth, Sharing Prosperity (“2018
SCD”), was completed in August 2018 during a period that resembled the context faced by the new
government in December 2023. At the end of 2017, Argentina’s primary deficit of 3.8 percent of gross domestic
product (GDP) and 24.8 percent inflation, combined with high external financing needs, had left the country
vulnerable to increased emerging market turmoil. In April 2018, Argentina experienced prolonged currency
depreciation alongside increasing country risk.! The government’s efforts to stabilize markets resulted in a
record US$50 billion IMF Stand-By Arrangement.?

3. The 2018 SCD analyzed policies to eliminate Argentina's persistent economic volatility. The focus was
placed on macroeconomic policies needed to create a foundation for medium-term growth and shared
prosperity, boosting jobs and productivity. The report considered macroeconomic stabilization to be a
precondition for creating a healthy and vibrant economy. Additionally, deep reforms were deemed crucial in
increasing domestic competition, developing capital markets, and improving education to benefit the population
and enhance private-sector growth. Also central to the 2018 SCD was ensuring a strong social safety net for
those affected by structural changes in the economy.?

4. The original SCD process involved an extensive evaluation of key policy priorities for development.
The evaluation process was largely confirmed by consultations with national and international experts, and the
outcome was a recommended set of twelve core policy priorities to help Argentina manage the risks it faced,
while moving toward longer-term sustainable growth. Tier 1 priorities included: (i) ensuring sound
macroeconomic management, (ii) improving infrastructure, (iii) improving the quality and relevance of
education, (iv) increasing the efficiency of spending in health and education, while ensuring equal quality for all;
and (v) improving fiscal policy for growth and equity. The Tier 2 priorities were headed by closing gaps in the
provision of basic infrastructure services. Annex 1 includes the complete list.*

5. Those original core SCD priorities remain relevant, albeit with some proposed consolidation and
adjustment based on the updated knowledge and context of 2025. As in 2018, the 2025 SCD update aims to
look beyond Argentina’s response to crises toward the medium and longer-term goals of reducing poverty and
ensuring shared prosperity for all. The added dimension today, in line with the new World Bank Group (WBG)
mission, is helping to ensure these goals are achieved on a livable planet.

1 World Bank (2018).

2 |MF, https://www.imf.org/en/News/Articles/2018/06/20/pr18245-argentina-imf-executive-board-approves-us50-billion-stand-by-
arrangement, June 20, 2018, Washington DC.

3 World Bank (2018).

4 World Bank (2018).



https://www.imf.org/en/News/Articles/2018/06/20/pr18245-argentina-imf-executive-board-approves-us50-billion-stand-by-arrangement
https://www.imf.org/en/News/Articles/2018/06/20/pr18245-argentina-imf-executive-board-approves-us50-billion-stand-by-arrangement

Il. Country Context and Recent Economic, Social Developments

6. Although growth accelerated in the first decade of the 21st century, following a debt default in 2001
and propelled by the commodities super-cycle, the acceleration was short-lived. Growth led to expanded real
incomes and reductions in poverty and income inequality. However, Argentina failed to use the favorable
tailwinds to improve fiscal policy or enact structural reforms to increase productivity, diversify exports, or foster
overall external competitiveness. Instead, the second decade of the 21st century was characterized by five years
of GDP contraction and an average annual growth of 1.4 percent (excluding 2020). Today, Argentina’s GDP per
capita is close to its 2007 level.®

7. Starting in 2018, Argentina experienced a major economic downturn, which along with the impacts of
COVID-19, generated a sharp decline in wellbeing. Following a two-year recession, high inflation, and lack of
access to capital markets, the COVID-19 lockdown triggered a GDP decline of 9.9 percent in 2020. The economy
rebounded by 10.4 percent in 2021 and 5.0 percent in 2022, but growth decelerated in 2023 due to
macroeconomic imbalances, a severe drought, and external shocks. The Central Bank’s net international
reserves turned negative, to -USS$11 billion by the end of 2023. Moreover, the Central Bank’s monetary financing
of fiscal deficits resulted in soaring inflation, which reached triple digits in 2023, while price controls led to
further market distortions.®

8. In December 2023, a newly elected government launched an ambitious economic stabilization
program anchored in fiscal consolidation. This resulted in a balanced budget in 2024 and a shift from a primary
deficit of 2.7 percent of GDP in 2023 to a primary surplus of 1.8 percent of GDP in 2024, driven almost entirely
by spending cuts. Key drivers on the spending side included cuts to the wage bill and pension spending.
Discretionary transfers to provinces, public investments, and subsidies were also reduced, but core social
assistance programs were protected and, in some cases, expanded. On the revenue side, the government
broadened the personal income tax base and temporarily increased excise taxes on imports (PAIS tax), which
partially offset the decline in traditional tax collections caused by the recession. The stabilization program, driven
by the swift and substantial fiscal adjustment, markedly reduced the sovereign risk premium, bolstered the
credibility of the economic program and eliminated monetary financing as of January 2024.”

9. Following a one-off 55 percent devaluation in December 2023, the government adopted a crawling
peg with a 2 percent monthly devaluation rate which helped anchor inflation expectations. The Central Bank
gradually started relaxing capital and exchange rate controls.® A tax amnesty program generated US$20 billion
in declared assets and contributed to the reduction of the exchange rate premium, alongside a strong export
performance in the first half of the year. Restrictions on access to the official foreign exchange (FX) market and
prohibitions on dividend repatriation and intercompany loan payments remained in place. With the rapid decline
in inflation, by early 2025 the monthly rate of crawl was lowered to 1 percent to further support inflation
reduction. The differential between inflation and the crawling peg caused a rapid appreciation of the real
exchange rate. The multilateral real exchange rate index published by the Central Bank fell sharply from 144 in
January 2024 to 85 in June 2025, indicating a substantial real appreciation of the domestic currency against
trading partners.®

5 World Bank (2024).
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7 The sovereign risk premium, as measured by the EMBI+ (Emerging Markets Bond Index), declined from 2,500 basis points (bps) in late 2023 to around
700 bps in early 2025.

8 In December 2023, Argentina replaced the discretionary Import System of the Argentine Republic (SIRA with the rule-based Statistical Import System
(SEDI), introducing phased foreign exchange (FX) payment delays. Key measures in 2024 included allowing small and medium enterprises FX access for
backlogs (up to US$500,000) and most imports (30-day delay), a gradual reduction of FX delays to 30 days for goods and services (excluding intra-group
services), and enabling the use of own or locally financed United States Dollars (USD) for spot and deferred payments of goods, as well as advance
payments for capital goods.

® The multilateral real exchange rate is a Dec-2015=100 index, capturing the weights of the main trade partners.



10. Monetary policy initially focused on reducing the excess supply of pesos and the Central Banks’s short-
term debt, before shifting to targeting monetary aggregates. Over the years, financing government deficits
through money printing led to the accumulation of large amounts of short-term debt held by the Central Bank,
which reached 14 percent of GDP in November 2023. By April 2024, negative real interest rates helped reduce
this debt to 9 percent of GDP. Subsequently, monetary policy shifted to targeting monetary aggregates, aiming
to maintain the broad monetary base constant at around 8 percent of GDP.1° By the end of the year, real interest
rates became positive.

11. The coordinated fiscal, exchange rate, and monetary policies caused inflation to decline, anchored
inflation expectations, and lowered the parallel exchange rate gap. Inflation dropped from a peak of 25.5
percent (month-on-month) in December 2023 to 2.4 percent in February 2025. Year-on-year inflation decreased
from 211.4 percent in December 2023 to 66.9 percent in February 2025. Moreover, inflation expectations for
the next 12 months decreased from 250 percent in December 2023 to 22 percent in January 2025, according to
the Central Bank Market Survey. The measures also lowered the parallel exchange rate premium from over 200
percent in late 2023 to around 20 percent by the end of 2024.

12. The financial sector remained resilient in 2024 while the Central Bank improved its net international
reserves position, driven by surpluses in the current and financial accounts, though net reserves remained
negative. The current account surplus reached US$6.4 billion (1 percent of GDP) by end 2024, (up from a USS$21
billion deficit in 2023), while net international reserves were estimated at -US$2.4 billion (up from -US$8.5 billion
in December 2023). By early 2025, Argentina was in position to meet US$4.2 billion in bond repayments,
consisting of US$2.8 billion in principal and USS$1.4 billion in interest payments.

13. Economic activity was significantly impacted by the stabilization program during the first half of 2024
and began to recover as macroeconomic imbalances eased. In the first half of 2024, the economy shrank by 3.4
percent compared to the second half of 2023. This was due to the initial effects of the stabilization program,
which caused inflation to rise and government spending to drop sharply. However, in the second half of 2024,
the economy grew by 3.9 percent compared to the first half of the year, resulting in an overall contraction of 1.7
percent for 2024. By January 2025, economic output was back to the same level as in March 2023. This recovery
was driven by increased investment and a rebound in private consumption, helped by lower inflation and
gradually improving household income. Unemployment, which had peaked at 7.7 percent in the first quarter of
2024, fell to 6.4 percent by the fourth quarter.

14. The stabilization program initially caused a sharp rise in poverty, but declining inflation and resumed
growth in the second half of the year reversed this trend. In the first half of 2024, the shock of devaluation and
inflation pushed the poverty rate—measured under the upper-middle-income international poverty line of
USS$6.85 per day (at 2017 purchasing power parity - PPP)—to an estimated 19.8 percent, up from 13.3 percent
in the second half of 2023. According to the World Bank’s nowcast estimates, based on high-frequency aggregate
data, this spike was subsequently offset, with the poverty rate falling to approximately 13 percent in the second
half of 2024.1* Expanded transfer programs, particularly the child allocation (AUH) and Food Support (Prestacién
Alimentar) programs, helped mitigate the welfare impact on poor households with children. The reduction in
inflation throughout the year also played a critical role in reversing the initial rise in poverty. However, household
incomes remain fragile, with registered employment declining and many workers being pushed into self-
employment and informal jobs.

10 The broad monetary base includes the stock of pesos, treasury notes (LEFIs) and treasury deposits at the Central Bank.
11 Argentina lacks poverty measurements that represent the entire population, as they are currently limited to the 31 largest urban centers, representative
of approximately 64 percent of the total population in the country.



15. The IMF announced a new US$20 billion Extended Fund Facility (EFF) arrangement with Argentina on
April 11, 2025, following the Government’s initial progress; the first review took place in July 2025. Although
Argentina remained under the EFF program established in March 2022, key objectives were unmet by the end
of 2023 due to policy slippages and a historic drought. In January 2024, the IMF arrangement was realigned with
the new (current) government's agenda, to emphasize the authorities’ front-loaded fiscal consolidation plan,
supportive monetary policy to curb inflation and gradual simplification of the foreign exchange regime. The last
two IMF program reviews of the 2022 arrangement were suspended due to negotiations for the new US$20
billion support program announced in April 2025.

16. In close coordination with the IMF and the Inter-American Development Bank, the WBG announced
in April 2025 a US$12 billion financing package for Argentina, signaling strong international support for the
government’s efforts to finally stabilize and modernize Argentina’s economy. The WBG support includes an
approved loan of USS$1.5 billion in development policy finance to strengthen Argentina’s fiscal sustainability and
external competitiveness. Overall, the package is designed to support reforms that attract private investment
and boost the measures being implemented by the Government to promote job creation, as Argentina takes the
next steps on a reform path to achieve longer term stability and sustainable economic growth.

17. International budget support is crucial for authorities to advance their economic stabilization plan,
focusing on rebuilding reserves and gradually dismantling foreign exchange and capital controls. In mid-April,
the central bank adopted a FX band regime — with the exchange rate allowed to fluctuate within a predefined
range that gradually widens over time — replacing the de facto peg introduced in December 2023. Concurrently,
the Government began to ease FX access restrictions, initially for households and, to a more limited extent, for
firms. These measures aim to facilitate a more market-driven allocation of foreign currency, enhance external
resilience, and support the eventual unification of the exchange rate regime as confidence is restored.

18. Climate change is an additional challenge to Argentina’s recovery, with the poorest and most
vulnerable likely to be disproportionately affected, alongside potential risks to macroeconomic
stability. Argentina faces diverse climate change impacts that vary across its regions. Floods represent the most
severe disaster type, causing significant asset losses. Droughts and excess precipitation affect the agriculture
sector, with important macroeconomic and social consequences. Increased water scarcity and drought
frequency threaten waterway transport, hydropower production, and delivery of agriculture products to urban
consumption centers and exports. Hydroelectric production also depends on the available volume of water,
which is likely to decrease under climate change. Increasingly severe heat waves are having a heavy health
impact as well.*2

19. Looking forward, real GDP growth is expected to rebound to 5.5 percent in 2025 and stabilize at
around three percent over the medium term. Exports are expected to support growth and strengthen external
sustainability, largely driven by the expansion of the oil and gas sector—particularly through Vaca Muerta, where
substantial infrastructure investments are boosting production capacity. The recently approved Large
Investment Incentive Regime (Régimen de Incentivo a las Grandes Inversiones, RIGI) should help unlock future
investment in energy, agroindustry, and mining as should the gradual easing of currency and capital controls. A
more stable macroeconomic environment, coupled with falling inflation, will help lift real wages and support a
recovery in domestic demand and job creation, especially in services, where over 70 percent of the population
is employed. While fiscal and monetary policies are expected to remain tight, their impact on growth should
remain limited, as the bulk of the fiscal and monetary adjustment took place in 2024. Over the medium term,
growth is expected to converge toward its potential of three percent. The poverty rate is projected to decline to
12.6 percent by 2025, supported by rising real incomes and the continued role of the social safety net in
protecting the most vulnerable. However, maintaining external competitiveness and ensuring continued reserve

12 World Bank Group (2022).



accumulation will require avoiding excessive real currency appreciation, which—while initially helpful in curbing
inflation—could pose risks to export performance and growth if left unaddressed.

I1l.  Updated SCD Development Priorities

20. The 2018 SCD's core priorities are reassessed given the current social and economic context. Following
the streamlined WBG country engagement model, the original twelve core priorities from 2018 are consolidated
to eight while maintaining significant alignment with the previous recommendations.

21. The updated SCD development priorities reflect key recommendations arising from WBG core
diagnostic reports, with emphasis on the policies and actions that could have the greatest impact over the
short to medium term. In the current Argentina context, the agenda places stronger emphasis on fostering
good-quality, inclusive jobs. This includes setting the basis for a private sector-led turnaround in economic
growth and productivity, alongside continued protection of the poor and vulnerable and attention to regional
imbalances and climate mitigation and adaptation. The priorities are identified as contributing primarily to either
shared prosperity, reduced poverty or a livable planet.

22. Many policy priorities contribute to overlapping outcomes in shared prosperity, poverty, and
environmental sustainability. Annex 1 presents them jointly to pull together the common elements; it also
illustrates the alignment between this 2025 SCD update and the 2018 SCD. The differences arise from the
expanded and updated body of knowledge, and center on emphasis and granularity, particularly on the jobs
agenda, which now takes a more prominent role in the country’s development strategy.

Development Priorities to enable Job Creation and Economic Transformation

23. Argentina holds considerable potential to advance an agenda of shared prosperity but past short-term
efforts have struggled to achieve sustainable outcomes. Therefore it is crucial to set the foundations for
sustained productivity growth and job creation within short-term stabilization efforts, aiming for medium and
long-term benefits. The three core policy priorities identified below, which support shared prosperity, adhere to
this principle. Consequently, the emphasis on macroeconomic stabilization focuses on establishing the
foundations for counter-cyclical fiscal policy, while also removing distortions that (i) diminish the effectiveness
of fiscal policy and (ii) lead to resource misallocation within the economy.?

24, Removing internal constraints on economic activity and investment and improving access to external
markets can create opportunities for economic activity and job generation, but this should be further
complemented by increases in human capital. As the conditions are set for economic growth and job creation,
improving the workings of the labor market will require removing barriers to accessing jobs and ensuring workers
get and maintain the skills needed to participate in the labor force. If the precondition of longer-term
macroeconomic stability is met, the backbone of achieving shared prosperity over the long haul will be a healthy
and educated population. Success will also come with the creation of abundant high-quality jobs.'

A. Stabilize the macroeconomy by restoring and maintaining fiscal and monetary sustainability. The
consolidation efforts of the administration which took office in December 2023 mark a critical turning point.
However, a second phase of fiscal reform is needed to ensure that fiscal policy evolves into a more effective,
equitable, and countercyclical tool. A key priority is to improve the structure of the tax system by gradually
reducing reliance on unconventional and distortionary taxes—which still account for nearly one-third of total
revenues—and expanding the bases and compliance of more traditional taxes. Next steps include reducing

13 World Bank (2024).
14 World Bank (2024).



the budget's procyclical bias by strengthening automatic stabilizers and implementing robust fiscal rules for
medium-term planning. Improved coordination with subnational governments and greater control over
public employment dynamics will also be key to anchoring fiscal sustainability. Additionally, a comprehensive
reform of the pension system is essential. Adjusting the indexation formula in mid-2024 was a vital first step
toward better protecting benefit values and decreasing ad hoc measures. However, aligning contributions
with entitlements through a broader structural reform remains critical to containing long-term liabilities.

Crucially, these fiscal efforts must be embedded within a broader macroeconomic stabilization strategy. In
addition to fiscal discipline, restoring a credible and rules-based monetary and exchange rate framework is
essential to bring inflation down decisively and recover the value of the domestic currency. This involves
strengthening the central bank’s balance sheet, reducing its quasi-fiscal deficits, and rebuilding foreign
exchange reserves. Doing so would not only enhance Argentina’s ability to absorb external shocks, but also
lay the groundwork for rebuilding confidence, deepening the financial sector, and unlocking private
investment. A credible disinflation path, supported by sound monetary and external policies, is indispensable
to anchor expectations, lower country risk, and set the basis for sustained macroeconomic stability and
growth.

B. Gradually increase integration with the rest of the world. Addressing lingering macroeconomic
imbalances sets the basis for enacting policies that support a gradual reinsertion of Argentina into the global
economy, enabling it to profit from the country’s untapped potential. As many existing market distortions
are the result of fiscal (export taxes) and international reserve (import licenses) considerations, returning to
a sustainable macroeconomic path is paramount for trade reforms. While economic fundamentals such as
geography, institutions, market size, and factor endowments are all important determinants of trade
performance, national policies also matter for preparing the local sector to compete and benefit from trade
integration.’ The following detailed policy recommendations generated by the 2024 World Bank Country
Economic Memorandum could support Argentina’s reintegration to the global economy:

e Foster competition and innovation as the backbone to increasing the integration of the economy with
the rest of the world. The removal of unnecessary regulations, a key focus of the new administration,
combined with improved access to finance, is expected to foster firm creation and facilitate the
operation of new enterprises. Businesses in Argentina have long faced excessive regulations and
controls, contributing to stagnation and low productivity. Fostering competition requires creating a level
playing field by addressing market power in the economy. Furthermore, the financial sector is among
the smallest in Latin America relative to the size of its economy. There are early signs of a recovery in
financial intermediation with the private sector, leading to an increase in lending to both businesses and
households. Credit to the private sector increased from 5 percent of GDP in December 2023 to 6 percent
of GDP in May 2025. A stronger macroeconomic situation will enable the gradual recovery of the
financial sector, crucial for fostering enterprise creation, investment, and innovation.

e Deepen capital markets to strengthen their role in financing investment and growth. Argentina’s
capital markets remain critically shallow and fragmented, limiting their role in financing investment and
growth. As of 2022, stock market capitalization stood at just 8.4 percent of GDP—drastically below
regional peers such as Brazil (66 percent), Mexico (38 percent), and Chile (104 percent), according to
World Bank data. The IMF’s Financial Market Depth Index placed Argentina at 0.069 in 2021, far below
the global average of 0.255, reflecting low levels of private sector debt issuance, limited equity turnover,
a marginal share of capital market funding in GDP and a shallow housing market. A 2024 FIEL report
confirms these weaknesses, highlighting the excessive fragmentation of Argentina’s four main
exchanges, lack of centralized infrastructure, short-termism in instruments, and regulatory rigidities that

15 World Bank (2024).



deter both issuers and investors. The absence of long-term institutional investors—such as pension
funds and insurers—further constrains market depth. High levels of sovereign debt have also kept
Argentina largely locked out of international bond markets, given repeated restructurings, and high-
country risk premiums. Domestic financing relies heavily on short-term peso or FX-linked instruments,
and private sector capital market funding accounts for only a marginal share of GDP. To address these
deficits, reforms should prioritize market consolidation, simplification of agent categories, regulatory
streamlining, tax neutrality across financial instruments, and the development of long-term financing
tools for infrastructure and SMEs. Additionally, meaningful progress will also require closing critical data
gaps (see section IV on Knowledge and Data Gaps).

e Reduce trade costs both for exporters and importers. Reforming barriers to trade to expand input
sources and integrate into global markets, including global value chain integration, can be pursued both
unilaterally and through trade agreements, such as those with other MERCOSUR?® parties. This reform
includes a sustained reduction of the MERCOSUR Common External Tariff (CET), rationalization of non-
automatic import licenses, and streamlining non-tariff trade barriers. Although the CET remains
relatively high by international standards—averaging around 10 percent across tariff lines—it has begun
a gradual downward adjustment in recent years. This adjustment was particularly notable following the
2022 decision to reduce many rates by 10 percent and allow greater flexibility for national modifications.
Deepening this trajectory would help improve access to intermediate goods, reduce costs for domestic
producers, and enhance Argentina’s export competitiveness.

e Improve trade facilitation to reduce time and costs of cross-border trade. Argentina lags regional peers
in utilizing trade facilitation initiatives to reduce the procedural obstacles to trade. Continued
improvements to the national single trade window, the customs processing program for accredited
traders, and the simplified export regime for small and medium enterprises are essential to reducing the
time and cost of conducting cross-border trade in Argentina. Informational asymmetries regarding
export and investment opportunities in international markets must be addressed through proactive and
well-targeted export and investment promotion activities. Insufficient investment in infrastructure has
adversely affected Argentina’s logistics competitiveness. Priority actions include improving waterway
transportation in the Plata and lower Parand Rivers (including increased vessel draft and new anchorage
areas), implementing open access for railways, developing intermodal connectivity with railway access,
and expanding the digital network infrastructure along important trade corridors and rural areas,
particularly outside the Pampas region. With regards to the successful implementation of open access
for freight railways in the country, it depends on promoting infrastructure investments that allow
multiple operators to access key corridors under fair and transparent conditions. To be effective, open
access rail models require a sound institutional and regulatory framework, as well as infrastructure in
good condition and updated maintenance regulations, to ensure the reliability, safety, and timeliness of
freight transport. Empirical evidence indicates that improvements in trade facilitation and logistics are
positively correlated with export performance. According to Kirkpatrick (2007), a 10 percent
improvement in trade facilitation could lead to an increase in exports of about 5 percent. Similarly,
identical percentage improvements in the regulatory environment and in the quality of infrastructure
provision could result in export increases of 9—11 percent and 8 percent, respectively.?”

e Address connectivity challenges (roads and rails) and essential infrastructure to support priority value
chains and economic corridors. While this is an issue for all of Argentina, a key priority is the Norte
Grande region, where ten provinces lag in economic and social indicators despite significant growth
potential from agriculture and mining if connectivity challenges are addressed. They already play a

16 Southern Common Market. Its full members are Argentina, Bolivia, Brazil, Paraguay and Uruguay.
17 lwanow, T. and Kirkpatrick, C., 2007. Trade facilitation, regulatory quality and export performance. Journal of International Development: The Journal
of the Development Studies Association, 19(6), pp.735-753.



strategic role in agricultural exports, provide all of Argentina’s lithium exports and have potential as well
in copper mining. But less than a third of the road network in Norte Grande is paved and only about one-
fourth of the rail network is operating and in good condition. Focused investment in infrastructure to
improve connectivity, including telecommunications and digital services, would help both foster shared
prosperity and generate jobs but also reduce poverty in Norte Grande and beyond. Improved
connectivity investments will also spur private sector-led growth in other important areas of Argentina.®
Resolving connectivity challenges will unlock job generation potential in regions that have historically
experienced outmigration. This will occur through the creation of direct and indirect jobs in construction,
as well as by enabling additional employment opportunities through improved productivity in sectors
such as industry, transportation, professional services, tourism, and others.

e Foster investments in sectors where Argentina has comparative advantage, such as energy, mining,
tourism, and agriculture. Enhance the provision of public goods to help local firms become more
competitive. Public policies can enhance private sector competitiveness by implementing targeted
programs to improve productivity for firms capable of competing in international markets. Such
programs could support innovation at the firm level, improve firms’ capabilities, and enhance supplier
development, among others.

C. Strengthen skills and human resilience. Argentina needs stronger policies to build and use human
capital to unlock growth opportunities. Argentina’s labor market struggles to create quality jobs. These
challenges are exacerbated by important skill gaps and changing skills and tasks required at work.
Approximately 59 percent of 10-year-old children cannot read and understand a simple text.'® Additionally,
about 40 percent of companies identified an inadequately trained workforce as the main obstacle, compared
to 29 percent in the region.?’ Argentina requires reforms promoting skills development from early education
onwards and aiding workers in applying these skills effectively in the labor market.

The poor quality of education and high school dropout rates, reflected in widespread gaps in foundational
skills, are major obstacles to improving Argentina’s human capital. Argentina is the only country in Latin
America whose education quality (as measured by UNESCO) has been on the decline since before the
pandemic. Argentina’s own 2023 (APRENDER) assessment concluded that 34 percent of 6th-grade students
are below the minimum level in reading proficiency and 49 percent in math proficiency. There are notable
disparities based on geography, school type, and socioeconomic status as well as gender with boys
consistently underperforming girls in reading. Addressing these gaps is crucial, as reading proficiency is
foundational for learning across subjects. Further, the decision to drop out of school is often the outcome
of a cumulative process of frustration and disengagement that begins in the initial grades of basic schooling.
Quality education is a key part of keeping students in school.

International evidence shows that teachers and their professional skills are the most important input for
education quality. Further, the most effective interventions to improve learning are delivered by teachers
particularly for students from low socio-economic backgrounds.? As such, reforms that could help improve
educational outcomes in Argentina include:

18 World Bank Group (2024b).

19 World Bank Group (2022). State of Global Learning Poverty: 2022 Update.

20 World Bank Group (2024).

21 OECD (2005), Teachers Matter: Attracting, Developing and Retaining Effective Teachers, Education and Training Policy, OECD Publishing,

Paris, https://doi.org/10.1787/9789264018044-en. Schleicher, A. (ed.) (2012), Preparing Teachers and Developing School Leaders for the 21st Century:
Lessons from around the World, International Summit on the Teaching Profession, OECD Publishing, Paris, https://doi.org/10.1787/9789264174559-en.
Vieluf, S. et al. (2012), Teaching Practices and Pedagogical Innovations: Evidence from TALIS, TALIS, OECD Publishing,

Paris, https://doi.org/10.1787/9789264123540-en.
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25.

Focus pre-service and in-service teacher training on the knowledge and skills that teachers need to be
effective. Shift teacher training emphasis from theoretical content to the most-needed practical skills
needed to motivate children and monitor their understanding.

Make formative assessment tools available to teachers so they can diagnose students in real time and
take remedial measures.

Provide a rewarding professional environment, including compensation and incentives to attract and
retain great teachers while minimizing teacher absenteeism.

Intensify the use of education evaluation and information systems by school staff to identify early
deficits and take corrective actions. Track students through their education trajectories at both the
school and general system levels.

Prioritize foundational skills, particularly literacy and numeracy, with more instruction time and more
effective instruction that uses evidence-based pedagogical methods. This focus on foundational skills
should include both initial literacy and numeracy as well as remedial programs.

Active labor market programs (ALMPs) more closely tied to private sector needs can help the workforce
meet evolving skills needs while addressing the labor market challenges of vulnerable groups like young
people and women.?? Argentina has worked to align ALMPs closely with employer demand, but weak links
between training and employers have often resulted in overly academic curricula. Argentina’s ALMPs could
be strengthened by improving coordination, shifting ALMPs to focus more on skills development,
professionalizing staff and improving monitoring and evaluation.?

Improve labor market opportunities for women. The lower labor force participation of women is driven
by a combination of factors including educational and occupational segregation, lower wages, gender
norms, and access to care. Limited access to child and elder care, along with short maternity and
paternity leave, significantly impacts women’s labor market outcomes.?* Improved access to care
services could enhance women’s labor market participation.

Increase protection for workers who lose their jobs. In Argentina, only 11 percent of unemployed
Argentine workers receive any unemployment benefits. Enhancing support for displaced workers
requires strengthening unemployment insurance alongside severance reform, effective monitoring, and
rigorous enforcement. Unemployment insurance has a wider risk pool, can provide support even in
times of economic crisis, and can protect workers rather than jobs. Simulations find that replacing the
severance system with an unemployment insurance system combining individual savings accounts and
insurance for long-term unemployment, would lower employer contributions overall and lead to less
unemployment and more formal dependent employment.?®

Finally, although Argentina’s health care system has historically been one of the best in Latin America,

its efficiency could be substantially improved. This could be done by establishing a model of care that
encourages health care providers to work together in a more integrated, coordinated manner and enables an
expansion of primary healthcare coverage. Digital technologies (such as those piloted in Buenos Aires province)
are facilitating such changes, helping improve coordination and continuity of care. The health system also needs
to strengthen the prevention and control of noncommunicable diseases, especially in the context of Argentina’s
aging population. Greater emphasis is needed on reducing common risk factors of these diseases, such as

22 ALMPs include job matching and career and skills guidance; upskilling and reskilling; self-employment and entrepreneurship support; and employment

subsidies.

2 World Bank (2021).
24 Gasparini and Marchionni, 2015; Bustelo et al., 2019
ZWorld Bank (2021a).



unhealthy diets (particularly among children among whom the obesity rate is high), physical inactivity, tobacco
use, and alcohol abuse.®

Development Priorities to Reduce Income Vulnerability and Expand Labor Market
Inclusion

26. A key to reducing poverty in Argentina is strengthening capacity for income generation at the
household level. According to the 2024 Poverty Study, the cycle of low productivity, informality, and low-quality
jobs—common across Latin American countries—is further intensified by Argentina’s macroeconomic
imbalances, resulting in income vulnerability and persistent poverty. There are limited opportunities for young
people entering the labor market. The situation has worsened since 2018 due to several crises, leading to limited
generation of new private sector jobs and with notable geographic differences. Informal workers earn less
median labor income, which has fallen alarmingly close to the poverty line. Temporary government support is
essential to prevent stabilization measures from disproportionately burdening the poor.?” To this end, the
government has taken steps to protect vulnerable populations while maintaining fiscal sustainability. Key actions
include expanding social transfer programs—especially the AUH and food assistance—to reach poor households
with children. These targeted measures help cushion the welfare impact during the transition and ensure
support reaches those most in need.?

27. The 2024 Poverty Study points to three policy priorities for Argentina in this SCD update, with some
elements of these priorities underway:

A. Aim for greater efficiency in social assistance to ensure support for the poor is sustainable during the
process of fiscal consolidation. Focus on improving targeting and inter-institutional coordination. Address
imbalances in current social assistance expenditures, including intergenerational disparities and regional
disequilibria. To tackle some of these issues the current administration has taken the following measures: a
significant reallocation of resources to expand better-targeted social programs that are focused on families
with children; transforming generous unemployment schemes into training programs so workers can access
new employment opportunities; developing a federal early childhood development strategy that included
the coordination of several agencies, among others. Social spending disproportionately favors the elderly,
adversely affecting the youth, who endure higher poverty levels. Regional imbalances stem from the decline
in human capital accumulation—specifically nutrition and education quality—in the northern regions, where
poverty levels are estimated to be the highest. These areas suffer from inadequate infrastructure and
connectivity, limited job opportunities, and insufficient access to services. The lack of a nationally
representative household survey in Argentina results in significant information gaps that hinder effective
policymaking. Without comprehensive data, the design and evaluation of policies at both national and
provincial levels are constrained. Developing jurisdiction-specific poverty estimates would enhance
geographic targeting, promote intergovernmental coordination, and facilitate better planning of public
investments in education, health, and transportation.?

B. Attack structural obstacles that the economy and households face to generate incomes, by (i)
strengthening human capital with differentiated approaches according to the characteristics of the
population and their geographic situation; (ii) focusing policies on job creation, building on local and global

26 World Bank Group (2018).

27 World Bank (2024a).

28 |n line with protecting the poorest segments of population while efficiently using scarce fiscal resources, the recently approved $500 million project,
Supporting the Transition to a Sustainable Electricity Sector, is expected to help protect low-income electricity users and improve the efficiency of the
subsidy scheme. Continued engagement in energy subsidy reform will be important to bolster the energy sector’s sustainability to enable economic
development and support the efficient use of fiscal resources.

29 World Bank (2024a).
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opportunities; (iii) removing barriers and distortions that limit the creation of good jobs and movement of
workers from low to higher productivity jobs; and (iv) prioritizing social investments that generate working
opportunities for women, such as in the care economy.*

C. Reduce vulnerability to external shocks, including climate, at the global and local levels. The capacity
of Argentina to meet more frequent climate shocks is limited. Argentina needs macro-level economic
diversification and micro-level insurance mechanisms to mitigate risks. Additionally, targeted investments
in green and gray infrastructure are essential for safeguarding vulnerable populations and enhancing urban
resilience. Lastly, the design of social protection systems should also be made more resilient, to ensure that
programs are able to reach the poorest during severe natural events.3!

Development Priorities to Promote Green Growth and Climate-Resilient jobs

28. Argentina’s heavy reliance on natural capital contributes to its vulnerability to climate change but also
presents opportunities for future growth. As noted, Argentina is exposed to a range of climate change impacts
that affect its water cycle, and by extension its people, economic sectors and macroeconomy. The expected
increase in the intensity and frequency of weather-related disasters, such as floods, droughts, fires and heat
waves, will disproportionally affect the vulnerable and strain government’s ability to deliver services.3? The
agricultural and energy sectors are particularly at risk. Higher temperatures and extreme weather events will
impact power generation, particularly from renewable sources,*® while rising demand from economic and
population growth, industrial expansion, and urbanization, will further challenge power systems.3*

29. In this context, the 2022 Argentina Country Climate Development Report identified priorities for
Argentina to address its challenges and advance towards a livable planet. The 2018 SCD reaffirmed improved
infrastructure investment as a key policy priority for Argentina. Increased investment, particularly with the
private sector, and key actions and incentives to address climate vulnerabilities serve as the two SCD policy
priorities under ‘planet’. They also have important linkages with achieving shared prosperity and ending extreme
poverty.

A. Identify and commit to a robust investment agenda, with collaboration and leadership of the private
sector to address climate vulnerabilities. The priority investment agenda includes:

e Positioning Argentina as important supplier—and a global leader—in sustainable, inclusive and climate
smart mining of critical minerals (e.g., lithium and copper) which are key to the global energy transition.
Positioning Argentina as a leader in sustainable mining can leverage its geological potential, fostering
jobs and development in poverty-stricken mining provinces. Attracting socially and environmentally
sustainable investment in the mining sector could also bring in much-needed foreign direct investment
and foreign exchange revenues, but provincial capacities need to be strengthened to this end.

e Focusing on improved water management in the face of short- and long-term climate events and
variability, especially for agriculture and human use through investments such as water storage and
irrigation investments.

e Ensuring the resilience of waterways to help address bottlenecks in transport and logistics.

e Strengthening electric transmission infrastructure to enhance grid access to renewable energy for local
communities and businesses.

30 World Bank (2024a).

31 World Bank (2024a).

32 World Bank Group, Climate Risk Profile: Argentina, 2021.

33 World Bank Group; OLADE, Evaluacion del Impacto del Cambio Climdtico en la Generacién Eléctrica en los Paises del Cono Sur, 2022.
34 The World Bank Group (2022); and draft Completion Learning Review.

11



e |nvesting in green infrastructure for flood mitigation, while increasing capacity for urban planning that
considers adaptation and resilience.

B. Take action to incentivize green and climate-smart growth, with three areas of emphasis:

e Foster conditions for renewable energy investments through more favorable tariffs and regulations.
Regarding the energy sector, it is crucial to develop a medium-term plan that includes relationships
between electricity production, oil and gas extraction and transport electrification, to progressively
phase out thermal power production and scale up renewables. Furthermore, adopting energy efficiency
incentives alongside enhanced regulations for new buildings will improve appliance and heating
standards.

e Improve data and modeling for water resource management. Understanding climate change impacts
on hydrology is critical and filling data gaps will help improve water security policy and investment
planning.

e Increase public support and private sector mobilization for innovation in climate-smart agriculture.
Efficiency gains could be achieved in agriculture through adoption of climate-smart agriculture practices
for reducing emissions and increasing carbon sequestration, while maintaining the leading position of
Argentina as a food exporter. Use of financial instruments (e.g., insurance) to mitigate the impacts of
climate events also needs more support. Enhancing pasture quality and sustainable soil management
along with more efficient cold-chains will reduce emissions in agriculture, mitigating risks and enhancing
competitiveness amid international climate trade policies.®

IV.  Knowledge and Data Gaps

30. The WBG's internal assessment indicates that while some knowledge and data gaps identified in the
2018 SCD have been addressed, many needs still exist in the official and publicly available data required to
design effective and targeted development policies, and to foster private sector led growth. Granular
provincial data and rural population statistics are particularly lacking. As one example, the available official
poverty data is focused solely on the largest urban areas, failing to cover the whole country. Similarly, filling the
data gaps related to Argentina’s hydrology, water security, and resilience to climate change could help to design
more effective water security policy, investment plans and policies. Recent data and international benchmarking
on capital market development is also lacking in Argentina, which is necessary for meaningful progress and
reform._Finally, firm level data is very limited though this should improve with the enterprise survey and a B-
Ready underway. This could be usefully complemented by a Country Private Sector Diagnostics in 2026 assuming
the government has continued to advance its reform program. Annex 2 provides a snapshot of the key
knowledge and data gaps of the 2018 SCD, along with the WBG understanding of the extent to which they still
need to be addressed.

35 World Bank Group (2022).
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Updated 2025
Priorities
Stabilize the
macroeconomy by
restoring fiscal and
monetary
sustainability

Gradually increase
integration with rest of
the world

Strengthen skills and
human resilience

Aim for greater
efficiency in social
assistance

Attack structural
obstacles that the
economy and
households face

Annex 1: 2025 SCD Priorities, Linkages with 2018 SCD

Relevance

Prosperity,
and Planet

Details

Strengthen the fiscal framework

Tackle the procyclicality of social
benefits

2018 SCD
Priorities

Ensure sound
macroeconomic
management (Tier1)

Improve fiscal policy
for growth and equity
(Tier 1)

Ensure pensions are
sustainable

Corporate
Scorecard
Prosperity -
Effective fiscal
management

Prosperity

Enhance provision of public goods
to help local firms become more
competitive

Develop and deepen
financial and capital
markets and

household access to

More and better
Jobs

More private

Reduce trade costs both for credit investment
exporters and importers
Increase integration
Improve trade facilitation to into global economy
reduce time and costs of cross- Reduce barriers to
border trade competition and
lower logistic costs
Address connectivity challenges
to create jobs, support priority
value chains and economic
corridors, including Norte Grande
People and Foster human capital Improve the quality People—No
Prosperity development, improving the and relevance of learning
effectiveness of health and education (Tier 1) poverty-

education

Refocus active labor market
programs to help the workforce
meet evolving skills needs

Improve labor market
opportunities for women

Increase protection for workers
who lose their jobs

Increase the efficiency
of spending in health
and education, while
ensuring equal quality
for all (Tier 1)

More and better
Jobs

People and
Prosperity

Ensure pensions are
sustainable (Dual
impact with macro/
fiscal above)

Protection of
the poorest

Prosperity

Close the gaps in the
provision of basic
infrastructure services

Infrastructure
connected
communities
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Reduce vulnerability to
external shocks,
including climate, at
global and local levels

Identify and commit to
a robust investment
agenda, with
collaboration of the
private sector to
address adaptation
challenges

Take actions to
incentivize green and
climate smart growth

Prosperity Advancing climate smart
and Planet agriculture and financial
instruments to mitigate impacts
of climate shocks
Planet and (i) Sustainable, inclusive mining of | Improve Green and blue
Prosperity globally critical minerals; (ii) infrastructure (Tier 1) | planet and
Water storage (agriculture); (iii) resilient
Waterways (transport and population
logistics); (iv) Transmission
infrastructure to connect
renewable energy to the grid; (v)
green infrastructure for flood
mitigation, together with capacity
for urban planning
Planet and Foster conditions for renewable Harness natural Green and blue
Prosperity energy investments through more | capital endowments planet and
favorable tariffs and regulations through policies and resilient
Increase public support and investments population
private sector mobilization for .
innovations in climate-smart Foster climate smart Inclusive and

agriculture
Improve data and modeling for
water resource management

growth for the short
and the long-term

equitable water
and sanitation
services
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Annex 2: Knowledge and Data Gaps of the 2018 SCD

- Characterization and trends of
family farming.

Gap filled. World Bank Agriculture Sector review

- Economic complexity analysis for
the sector.

Gap filled. World Bank Agriculture Sector review

- Analysis of the effect of land
ownership on productivity growth

Gap persists.

- Distributional implications of
current policies for the sector

Although agricultural census carried out in 2018 is a valuable
source to understand conditions of farm households, the gap
remains as all distributive figures and analysis in Argentina
(poverty, inequality, income distribution) lack
representativeness for agricultural households.

- Early childhood development
(ECD) assessments and detailed data
on the quality of ECD is not available,
as well as on teacher practices and
school management skills.

Gap persists.

- Detailed diagnostic of the sources
of inefficiencies in the education sector
and the identification of successful

interventions to reduce school dropout

Gap persists, no in-depth diagnostic has been implemented
and no effective intervention has been identified.

- Understand causality between

poverty and deforestation in rural area.

Gap persists as there is no information on socioeconomic
variables for rural population. Although the rural population
represents 9 percent of total population in Argentina, at the
province level it can represent one fifth of the population,
for instance in Northern provinces where deforestation is an
issue.

- Understand environmental and
social impacts to oil and gas
development.

Gap persists. Focus has moved to mining where the Bank is
actively engaged in understanding environmental and social
risks and impacts.

- Air quality and health impact
assessment with local epidemiology
data. Cost of environmental
degradation.

Gap filled. Focus on the impact of fires.

- Recent household survey to assess
the health status of the population or
the quality of the provision of health
services provided.

No recent survey has covered this information.

- Official, homogeneous and
updated data on Provincial GDP.

Gap persists. There is no official data by national institute of
statistics (INDEC) on Provincial GDP. Just a joint work by the
Economic Commission for Latin America (CEPAL) and the
Minister of Economy, published as a CEPAL publication, with
an estimate of provincial GDP by 2021. Latest official INDEC
GDP figures are from 2004.

- Firm-level microdata for
productivity analyses.

Efforts underway with the collection of the enterprise survey
data, expected to be completed by December 2025. B-ready
and Subnational B-ready expected to be completed in 2026.

- Access to administrative records
the tax system (equity and efficiency
issues).

Gap persists a binding constraint to inform, design, and
evaluate the impact of public policies.
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- Full assessment of monetary and
fiscal frameworks under fiscal
dominance.

Gap no longer relevant given progress of the macroeconomic
stabilization program, particularly with the elimination of
fiscal dominance through strict fiscal consolidation.

- Poverty and labor market
household survey data for rural and
small urban areas that will allow for
national estimates currently
nonexistent.

Gap persists. Effective poverty reduction requires accurate
tools to measure and monitor poverty across all populations,
including rural areas, and with detailed geographic
representativeness. A crucial input to implementing a
nationally representative survey, the new population census,
is now available. The Bank is supporting generation of small
area socio demographic indicators based on this source.

- Data and analysis of economic
mobility across time for more than one-
year period, and of economic mobility
across generations.

Efforts to improve administrative data and integrating with
statistical information are underway and will help close this
gap and support better evaluation of labor markets and
policies.

- Data to estimate skill mismatch,
linking type of skills demanded by the
productive sector that can be matched
to supply (labor force survey).

Gap persists.

- Information on the type of task
performed by workers in their
occupation, and task content.

Gap persists.

- Government social spending
(national and provincial) cannot be
analyzed by age group, considering not
only cash transfers but also in-kind
transfers.

There is no full account of provincial expenditure.

- Analysis of productivity
distributions within industries and the
barriers to intra-industry reallocation.

Efforts are underway with the collection of the enterprise
survey data, expected to be completed by December 2025.
B-ready and Subnational B-ready expected to be completed
in 2026.

- Firm level data that can be used
for panel estimates and matching with
household surveys, employment data,
and trade data, is scarce.

Economic Census was implemented; however, limitations to
its use. Matching with household data not possible.

- Innovation surveys discontinued
in 2010 should be rebuilt.

Gap filled.

- Better data on services, a dynamic
sector, would allow for better policy
formulation.

Gaps persist.
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