Argentina’s new inflation index
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BUENOQS AIRES
Will the country’s statisticiansnow be
allowed to do their work?

“I WANT to leave.” That is how Hernan
Lorenzino, then Argentina’s economy
minister, reacted when a foreign journalist
pushed him last April on the government’s
controversial inflation data. Mr Loren-
zino’s aide promptly ended the interview.

Evasivenessis one of the Argentine gov-
ernment’s favoured ways of dealing with
rising inflation. Manipulation is another.
Between 2007 and 2013 the country’s sta-
tistics agency, INDEC, cherry-picked prices
to make inflation seem half as high as the
25% measured by independent economists
(see chart). This newspaper stopped pub-
lishing Argentina’s official figures in Febru-
ary 2012. A year later the 1mF finally cen-
sured Argentina, threatening punishments
including expulsion, if INDEG did not im-
prove itsact.

OnFebruary3thitdid. Axel Kicillof, Mr
Lorenzino's replacement as economy min-
ister, introduced a new consumer price in-
dex (1pcNu). Developed with help from
the 1MF, the new index registered inflation
of 3.7% in January—the highest official rate
since 2002 and much more than the fid-
dled rate of 1.4% posted in December.

The new number is plausible. It is on a
par with estimates published by State
Street, a financial-services firm, whose
numbers we now use on our financial-in-
dicators page. It remains below other unof-
ficial figures, but that may be because the
1PCNU is not directly comparable with oth-
erindices. It uses price data from across the
country, whereas the old cpr and most in-
dependent firms only draw data from Bue-
nos Aires and its suburbs. And goods and
services are weighted differently in the
new index: food, beverages and housing
have decreased, whereas travel, transport
and communications have increased.

I Deflating inflation
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The government seems to have
stopped putting pressure on providers of
alternative inflation data. Abeceb.com was
one of several firms fined in 20u for pub-
lishing figures unpalatable to the govern-
ment. It has not been bothered since, says
Dante Sica, its director.

Butanew price indexand a cessation of
hostilities against private economists are
not yet enough for this newspaper to start
using INDEC’s numbers on our financial-
indicators page. It will take atleast a year to
see if the new figures are reliable, if they
stay within a reasonable range of unoffi-
cial estimates, and if INDEC’s statisticians
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are allowed to work unhindered.

In the meantime, the big question is
how the government will apply the new
inflation numbers elsewhere. Poverty and
indigence statistics, which are calculated
using the affordability of a basket of basic
goods, are due to be announced in April. A
big jump in the number of Argentines con-
sidered poor would be politically devastat-
ing for President Cristina Fernandez de
Kirchner, who has long applauded herself
and her late husband, Néstor, for reducing
poverty. The government only counts1.2m
poor; last year the Catholic University of
Argentina put the numberatiom. m

The ousting of the country’s military chief may help peace negotiations

THAS been a bad few weeks for Colom-

bia’s armed forces. Five policemen
were killed by FArc guerrillas on Febru-
ary17th; a fighter jet went down on the
following day. Yet the military’s biggest
losses have been suffered not on the
battlefield, butin Bogota, the country’s
capital. On February18th President Juan
Manuel Santos fired Leonardo Barrero,
Colombia’s military chief (pictured), just
two weeks after Mr Santos had suspend-
ed two generals in charge of the army's
intelligence unit.

Both sets of dismissals came inre-
sponse to reports in Semana, Colombia's
mostinfluential news magazine. The
ousting of the two generals was
prompted by allegations of illegal sur-
veillance of the government’s negotiat-
ing team in peace talks with the FARC.
What cost General Barrero hisjob was
the transcript of a phone conversation
with a colonel facing charges for the
extrajudicial killing of civilians. In the
exchange the general said that the prose-
cution of such cases by the civilian justice
system was “a bunch of crap” and sug-
gested that the colonel “create a mafia” to
discredit the prosecutors. There have
already been convictions of military
personnelin 890 cases of what has be-
come known in Colombia as “false posi-
tives”—dead civilians falsely presented as
guerrillaskilled in combat.

Mr Santos said General Barrero was
fired for “disrespectful and disobliging”
comments. They were recorded as part of
a criminal investigation into alleged
lickbacks, which centres on the colonel
accused of extrajudicial killing. Mr San-
tos removed four other generals for fail-
ingto detect the alleged corruption.

Some of Colombia’s generals think
that the investigations and the media
reports are both parts of a campaign to
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discredit them. Mr Santos has trodden
carefully with the armed forces since he
began peace negotiations in November
2012 with the FARC because he needs the
support of the military for an eventual
peace deal. In his parting remarks Gen-
eral Barrero said he regretted his words,
but signalled doubts about the talks: “I
hope...that our institution will not be the
subject of negotiation in any scenario.”

The shake-up spurred by the two
scandals has allowed Mr Santos to put
officers who are more in tune with his
goal of anegotiated peace in vital posi-
tions. General Juan Pablo Rodriguez, who
replaced General Barrero, hasled some
of the mostimportant operations against
the FARC in recent years. Buthe has also
made statements in support of the peace
process. “Itis the work of soldiers that has
brought us close to peace,” he said earlier
thismonth. “The army”, he added, “will
notbe an obstacle to peace.”
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