When an economic collapse forced a
big devaluation of the peso in 2002, the
government converted all dollar-denomi-
nated tariffs into pesos and froze them. Al-
though the economy is booming again, Mr
Kirchner only recently authorised the first
tariff increase for residential users in five
years. To remedy the resulting shortage,
the government has sought to expand a
pipeline bringing gas from Bolivia.

To pay for this, the government setup a
trust fund with loans from Spain’s Repsol
vpF and Brazil’s national development
bank, the BNDES. It promised to repay
them from a new tax on industrial users of
gas. The government then told the pipe-
line’s operator, Transportadora de Gas del
Norte (TGN), to proceed with the expan-
sion and to send the bill to the trust fund.

TGN is controlled by Techint, an Argen-
tine steel- and pipemaker. It organised
competitive tenders for the work. Among
the winners was Skanska, a Swedish con-
struction company. As the work pro-
ceeded, a judge received an anonymous
tip-off that Skanska had evaded tax by ob-
taining receipts for $400,000 of non-exis-
tent services bought from Infiniti, a com-
pany with no employees.

Skanska then began its own inquiry. It
found that it had paid 23 different compa-
nies for services never rendered; that this
money was handed back to Skanska, and
that over $4m of it was eventually spenton
“improper payments”—though it did not
specify to whom. Skanska has sacked
seven of its managers in Argentina (all of
whom were arrested on May 8th) and has
paid the tax authority almost $5m.

The government points out that the af-
fair involves private companies and that
there is no evidence of officials receiving
bribes. But there are grounds for suspicion.
During the tender won by Skanska, TGN
complained in several letters to the regula-
tor that all the bids for work that it reck-
oned should cost no more than $3.5m had
come in at almost $9m. The regulator, who
reports to the planning minister, re-
sponded that TGN should pay the excess.
(The government now says TGN’S esti-
mate was too low.) Second, according to
court documents Skanska was instructed
to do business with Infiniti by the govern-
ment agency responsible for the trustfund.

There are fears of a cover-up. Last year
there was a fire in the tax office where doc-
uments relating to the case were kept. The
investigating judge had previously re-
quested police protection for those offices,
but the interior ministry declined to pro-
vide it. On March 27th three armed men
entered the house of Carlos Russo, the
journalist who broke the story, and stole
papers containing much of his work.

But investigations continue. Tax offi-
cials have searched 22 offices of firms from
which Skanska obtained fake receipts. It
transpires that Infiniti had over 130 clients
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for its non-existent services. Esteban Bull-
rich, an opposition congressman, esti-
mates that at least $25m of the $285m cost
of the pipeline was corruptly diverted.

Mr Bullrich and another congressmen
have asked the courts to investigate three
senior officials at the planning ministry in
connection with the case. The minister, Ju-
lio de Vido, is Mr Kirchner’s closest aide.
His ministry has grown swiftly, and now
oversees spending of $4.6 billion a year.
On taking office Mr Kirchner appointed Mr
de Vido’s wife to a senior post in the gov-
ernment’s internal audit agency.

tummginnov ‘oﬂrs aWay.

The courts are taking a close interest in
the ministry’s spending. Lavish bus and
train subsidies, as well as road tolls, are the
subject of some 15 judicial probes. Pros-
ecutors are now scrutinising all public-
works projects financed by trust funds sim-
ilar to the one used for the pipeline.

Mr Kirchner has often criticised what
he sees as the sleaze during the govern-
ment of Carlos Menem in the 1990s. At the
time, Argentines were tolerant of such alle-
gations because the economy was grow-
ing strongly. The government must hope
they are again in forgivingmood. ®



