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ARGENTINA CIRCLES THE WAGONS 
 

 
 

Feathers were ruffled in Spain by CFK’s (Argentine 
President Cristina Fernandez de Kirchner’s) nationalisation of 51% 
of YPF (owned by Spanish Repsol) and they retaliated by banning 
imports of Argentine bio-fuel and threatened EU sanctions.  

Tit-for-tat Argentina banned imports of Spanish hams (jamón 
serrano/crudo, 274 tons in 2011).  For good measure Italian and 
Brazilian hams got sliced off local menus as well. 

Imports of products as diverse iPhones & Blackberrys and 
books from Amazon.com (ostensibly because of concerns about 
lead in the ink) have been suspended to dampen the demand for 
foreign currency.   

The writing was on the wall for Argentina in 2010 as 
commodity prices began to decline and there was a BOP deficit of 
USD -3.081 billion after many years of surpluses.   

Argentina has been relatively unscathed by the aftermath of 
the Credit Crisis as since their default in 2001 they’ve not been in 
the debt markets and there’s very little foreign debt to service. 

The last decade’s sky-high prices for Soya thanks to the 
Chinese have kept the money rolling-in and fuelled strong state-led 
growth particularly in infrastructure (9% growth in both 2010 & 
2011) during the decade since CFK’s husband and presidential 
predecessor Nestor Kirchner took office in 2003. 

One of a troika of flies in the ointment is inflation which like 
Rip van Winkle is back after an extended lie-down. 

One school of thought puts inflation at 20 to 25% although 
the official statistics bureau Indec’s CPI is 9%. 

 

 

 
 

¿HASTA PRONTO? 
(Maybe you’ll be back soon?) 

Argentine airline 
Aerolineas Argentinas 
is axing the Auckland 
stop-over on its 
transpolar flights to 
Sydney from 01 July for 
“commercial reasons”.  

  

NZ passengers are 
assured that with a 
partner airline (as yet 
not identified) they can 
still fly with Aerolineas 
to Buenos Aires only 
that they’ll have to fly to 
Sydney first to do so. 

AKL/SYD/BUE will be 
20 hours, 
BUE/SYD/AKL will be 
22 hours.  No thanks. 
 
LAN Airlines will be the 
only winner in 
Aerolineas’ decision to 
axe Auckland. 
 
Presumably the 
majority of passengers 
on the Transpolar 
Route are originating or 
terminating in Sydney. 
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The second fly in the ointment is capital flight which has 

become a real threat to Argentina’s economic viability. 
With no faith in the Peso rich Argentinos have been sending 

their booty off to safe havens like Switzerland at the drop of a hat.   
In the case of the average citizen they habitually buy US 

dollars to hoard for the rainy day that has since the 1950s come 
around every ten years or so in the form of big devaluations. 

Capital flight of USD 21.5 billion in 2011 was nearly double 
2010’s figures and CFK’s has implemented a raft of measures to 
make access to foreign currency much more difficult  principally to 
stop wealthy individuals and corporations hoovering-up Argentina’s 
falling foreign reserves. 

CFK’s policies appear to have succeeded as the balance of 
payments in the past two quarters have been favourable although 
as could be expected there is a strong parallel market for dollars 
(on 16 May USD1 = ARS 5.60 vs. the official rate of 4.465) but in 
the main CFK has knocked capital flight on the head.  

The third fly in the ointment is wage inflation. 
The CGT, the main union grouping, is impatient and 

increasingly militant in their demands for a bigger share of the pie.   
The neo-liberal economic policies of the Menem presidency 

from 1989-99 have led to significant wealth transfer from the 
workers and middle classes (once by far Latin America’s largest) in 
Argentina and the CGT wants to redress the imbalance.  

In the halcyon days of Nestor Kirchner’s presidency the CGT 
were important allies who moderated their demands in the national 
interest after the mayhem of 2001 but their patience has worn thin 
and their rapprochement with the Kirchners is in jeopardy.   

. 

 
 

CFK & CGT leader Hugo Moyano in happier times before the CGT upped the ante  

 

CFK’s political heritage as a Peronist is to look after workers 
but she’s developed a very pragmatic political line outside 
traditional Peronism 

Although CFK’s principal constituency is the struggling 
working and lower middle-class raising wages by any great 
measure at this time would undermine the walls of the fortress she 
has constructed against the world’s economic turbulence so CFK 
has diametrically opposed imperatives (social vs. economic) which 
will need all of her considerable skills to reconcile. 

 
 

 
 
Aerolineas’ plans to 
carve its Auckland 
overhead out of 
operating costs by 
flying direct to Sydney. 
 
On paper the 7,400 
nautical mile range of 
an Airbus 340 allows 
flights direct to Sydney 
but there is little margin 
for error.    
 
Freight capacity will be 
restricted and any 
savings from axing 
Auckland will be offset 
by lost freight revenues 
and inevitably 
unscheduled stops in 
Auckland according to 
Aerolineas’ pilots.   
 
Flights West to Oceania 
face strong headwinds 
and given the range of 
the Airbus 340 
Aerolineas’ pilots say it 
is inevitable there’ll be 
regular unscheduled 
stops in Auckland on 
occasions when the 
winds are stronger than 
normal. 
 
Unscheduled stops will 
be problematic for 
Aerolineas as the pilots 
and cabin crew will not 
be able to fly on to 
Sydney due to ICAO 
duty and crew rest 
requirements so the 
prospect of 200+ 
Sydney-bound 
passengers loose in 
Auckland without 
accommodation is 
likely.  
 
The costs of ad hoc 
unscheduled stops will 
be sky high and the 
savings Aerolineas’ 
envisages gaining by 
axing Auckland will be 
off-set or exceeded by 
the costs of 
unscheduled stops. 
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Polls show a large majority of Argentinos support CFK’s  

YPF nationalisation and they’re resignedly getting behind her 
fortress economy model; switching to domestic products (all quite 
adequate if not first-rate), getting their tax affairs in order so they 
can get access to foreign currency for vacations, accepting most of 
them don’t need subsidies for energy and transport (CFK has 
abolished most subsidies) and generally hunkering-down for some 
tough times as ill winds blow over the world economy. 

 

 
 

A sign in Buenos Aires says  
“CFK & YPF, They are ours. They belong to Argentina”. 

 

CFK says YPF’s main failing was their lack of investment in 
exploration and extraction while Argentina teeters on the brink of 
needing to import oil despite considerable petroleum reserves and 
the nationalisation is to ensure Argentina will retain energy self-
sufficiency. 

 
To read more of the political and economic background to 

Argentina’s privatisations please Click Here. 
 

 
 
There’s comfort for 
regular travellers to 
Argentina in the pilots’ 
prediction that the 
Auckland stop will be 
reinstated by October 
2012 latest on west-
bound flights once the 
full effect of the 
headwinds are known. 
 
The most practical and 
cost effective option the 
pilots say is for 
Aerolineas to fly 
BUE/AKL/SYD 
westbound and direct 
SYD/BUE eastbound. 
 

 
 

AIR NEW ZEALAND 
 
Air NZ is putting its toes 
in the water with a 
charter flight to Buenos 
Aires for the All Blacks 
vs. Pumas and this is 
business which would 
have gone to Aerolineas 
as with all the related 
travel for the Tri Nations 
now the Pumas are in 
the tournament. 
 
The rugby factor has 
always been a good 
part of air traffic to 
Buenos Aires but with 
the enhanced rugby 
contact Air NZ could 
take the plunge with a 
scheduled service 
much earlier than 
envisaged (2015) and 
that would be a very 
welcome development 
for those NZ business 
people and officials 
who’ve lost the direct 
Aerolineas service. 
 

 

http://www.politicacomparada.com.ar/material/articulos/Democracia-y-sistemas-Politicos/6-The-Populist-Road-to-Market-Reform-Gibson.pdf

