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CECENTRALEATION NTERGOVERNIVENTAL FECAL FELATENS ANDMVIACROECONOIVEC GOVERNANCE

I. INTRODUCTION

Argentina is, as its constitution dictates, a federal state whose government is organized in three
levels: national or central, provincial and municipal -though only the first two are directly regulated
by the National Constitution (NC)-.

The country’s history points to a progressive centralization of power in the hands of the national
government in terms of public spending as well as tax raising powers and regulations. The lower
levels of government have been dependent -and continue to be dependent- upon the national
government’s decisions and funding. This has given rise to relationships in which “vindication
politics” between provincial governments and toward the national government, have become
increasingly pertinent.

The result has been a weak level of autonomy for the lower levels of government, a lack of equity
between provinces and an explosion of demands made by the different jurisdictions, together with a
lack of autocorrecting mechanisms (which have been dependent on central government action, due
to the marked vertical imbalance).

The first part of this work will elucidate upon the division of jurisdiction over spending, tax raising
and regulatory powers. This will be followed by a quantitative description of the situations of the
different levels of government through the country’s history and to more recent changes along with
a quantitative description of the last 15 years. The report will continue by showing the
macroeconomic, redistributive and efficiency implications of this framework. Lastly, a set of
conclusions that arise from the analysis will be exposed.

This work is part of the Foundation’ s Research Program and was approved by its Council of
Directors. It does not necessarily reflect the individual opinion of its members nor of its
Sponsors.

This paper was presented at the OECD Conference on Decentralisation, Fiscal Relations and
Macroeconomic Governance, held in Brazilia in June 1997.
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DECENTRALEATION NTERGOVERNIVENTALFECAL FELATINES ANDMACROECONOIVICGOVERNANCE

I1. THE DISTRIBUTION OF COMPETENCE

Argentina’s federal system of government is laid out in Article 1 of its National Constitution. Power
is distributed geographically, through regional organisms who rule over their part of the national
territory. The criteria by which the constitution allocates powers to the national and provincial
governments, are explicit in the case of the national government and implicit in the case of
provincial governments. The provinces have exclusive powers (those which are not explicitly
delegated to the federal government), concurrent powers (those which can be exercised
simultaneously with the national government), and superseding powers (which must cede to federal
regulations). The general rule is that the provinces have jurisdiction over what powers are not
delegated to the national government. The powers delegated to the national government are those
dealing with international and inter-provincial relations and regulations.

Regarding municipal powers, the national constitution limits itself to assigning the responsibility of
organizing and guaranteeing municipal systems to the provinces. The first ruling of the Supreme
Court considered the municipalities as autarchic entities, organized along territorial lines, which
should administer the norms established by the higher levels of government’. However, in recent
years, some provincial constitutions have been modified to allow for the recognition of municipal
autonomy (that is, giving them the power to determine their own governing norms, especially those
relating to management’)

Municipal autonomy is supported , according to recent Supreme Court rulings’, by the following
concepts: (a) the constitutional origin of the municipal regime in contrast to the merely judicial basis
of autarchic entities and the consequent impossibility of its suppression or disappearance; (b)
municipal ordinances are by nature local legislation; (c) its nature as public legal entities whose
existence is guaranteed by the constitution; (d) the scope of its decisions, which includes all the
inhabitants of the municipal territory, and (e) the possibility they have to create autarchic entities,
which does not apply to these same entities.

Consequently, the present situation regarding municipal powers, is somewhat confused. This
constitutes a serious obstacle to the setting of municipal regulatory powers -since, if they are
considered as autonomous units, their powers to regulate matters which have up to now not been
within their jurisdiction, must be recognized.

“Ina 1911 ruling, the Supreme Court determined that the.municipalities were “mere delegations of the same provincial

powers, enclosed to administrative aims and limits”...”

2 Full fiscal autonomy is recognized by Catamarca, Cdrdoba, Chubut, Jujuy, La Rioja, Misiones, Neuquén, Rio Negro, Salta,
s . San Juan, San Luis, Santiago del Estero and Tucumdn. Limited autonomy is recognized by Chaco, Formosa, La Pampa and
. Santa Cruz

3 «Rivademar vs. municipality of Rosario”, 1989.
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DECENTRALEATONNTERGOVERNIVENTALFSCAL FEL ATONS ANDVIACROECCINDIVIEGOVERNANCE

I.1. Distribution of tax-raising powers

The national constitution allocates tax raising powers both to the nation and to the provinces
(depending on the type of tax). That is to say, in principal, the law supports a separation of tax
raising powers, but in reality these powers have been concentrated in the hands of the national
government which legislates and collects the Lyon’s share of taxes (VAT, income taxes, specific
consumption taxes, fuel taxes, etc.)

As stated in the constitution, the federal government has exclusive powers over import and export
duties and direct taxes “for a limited time”. The nation and provinces have concurrent powers over
indirect taxes. The provinces “maintain all powers which are not delegated” to the federal
government and could thus impose permanent direct taxes -a power which, in reality, has been
restricted by the fact that the direct taxes imposed by the nation have taken on a permanent character
since they are constantly being renewed by law.

In accordance with the constitutional reforms of 1994, the revenue-sharing regime will for the first
time be given constitutional weight- thus acquiring a higher level in the hierarchy than it currently
enjoys- establishing a general framework for that tax regime. This guarantees that, for example,
funds will be automatically sent out to the provinces and that primary and secondary distribution of
these funds...“will be directly correlated with the jurisdiction, services and functions of each of
province and will reflect objective criteria of sharing”. In addition, the criteria will show “equity,
solidarity and will give priority to achieving an equivalent level of development, quality of life and
equality of opportunities in the whole of the national territory™...

Other constitutional reforms relevant to the federal tax-sharing system are as follow:

o the inclusion of the City of Buenos Aires as an independent jurisdiction in the system’;

~

¢ Revenue-sharing law will originate in the Senate. In this way, the smaller jurisdictions will enjoy
relatively greater influence in negotiations because all provinces are equally represented within
it;

e transfers of services and responsibilities between nation and provinces will be restricted, unless
they are accompanied by the corresponding funds and are consented to by the legal
representatives of both levels of government;

e it is expected that a federal fiscal entity will be created. Its function will be to control the fiscal
relationships between the nation and the provinces and will be made up of representatives of each
province and the City of Buenos Aires- though the presence of a representative of the nation is
not mentioned;

e the nation’s powers to modify taxes which are subject to revenue-sharing through specific
allocations (pre-coparticipation) are increased, though these pre-coparticipation measures will
require an absolute majority in both houses.

Lo

*In 198 1, Law 22451 eliminated the Municipality of Buenos Aires from the federal tax coparticipation regime.
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CECENTRALBATENNTERGOVERNIVENTALFECALFELATENS ANDVIACRCECONCIVIEGOVERNANCE

Regarding the municipalities issue, the debate between autonomy or autarchy will directly influence
the existence (or not) of tax raising powers at this level of government. As autarchic entities, they
were given the power to charge fees for services but not to collect taxes’. In view of current
judiciary tendencies, there is nothing in the national constitution which disallows tax-raising
powers at the municipal level- these will depend on provincial legislation’,”

Argentine federalism then, is characterized by a strong vertical imbalance, since control over the
most important taxes is concentrated in the federal government. The federal government shares
these tax revenues with the provincial governments through a system of tax coparticipation
(revenue-sharing) which is set in law, but which has been subject to a profound judicial instability".
The compliance with the precepts of the constitutional reforms may give this system a greater level
of certainty.

1.2. Regulatory powers

The regulation of the exercise of constitutional rights is a concurrent power of the nation and the
provinces. Nevertheless, Supreme Court rulings validated the advance of the federal government
over its provincial counterparts by consistently ruling in favor of the central government when local
norms attempted to interfere in the exercising of its concurrent powers.

Powers are assigned in the following ways:

Justice: The majority of legislation is rooted in the nation (the Congress dictates the civil,
commercial, penal, mining and work and social security codes, as well as legislating on
naturalization, citizenship, bankruptcies etc.) The provinces dictate the procedures by which
common law is applied, the actions of respective courts, electoral laws, laws on provincial
government lands, taxes, education and public administration. ‘

The judicial administration is made up of two systems: the Federal Judicial Authority, which, in
turn, is made up of the National Supreme Court and the nation’s lower courts, and the supreme
courts of each province and their respective lower courts.’. The federal courts pass judgment on all
cases involving issues included in the constitution and on national laws when the objects or persons
involved fall under this jurisdiction, international treaties, cases involving foreign diplomats, sea

5 At the moment, the municipalities collect taxes disguised as fees for services.

S It should be noted that the present Federal Coparticipation Law obliges the provinces to set limits on the revenue-raising
powers of municipalities. They may not impose “local taxes analogous to those distributed by the national government”.

7 The situation of the Municipality of Buenos Aires has peculiar characteristics. The nation imposed certain taxes on it (i.c.
stamps) while recognizing the municipality’s powers of collecting real estate taxes and the gross revenues tax.

*The 1994 reform, for example, set the last day of 1996 as the deadline for the passing of a new norm Sor federal
copamctpalion However, this norm has yet to be put into effect, let alone debated.

’The Federal Capital has both a provincial or "local” judicial system (though its members are elected by the National
- €ongress, which in this case acts as the local legislative) and the federal system (also elected by the National Congress). All
‘judges practicing in the Federal Capital are “federal”, and the division between local and federal is only set by competence on
the issue at hand.

v

DOCUMENTO DE TRABAJO N° 53




CECENTRALEATIENNTERGOVERNIVENTALRSCAL FEL ATENS ANDMACROECONCIVICGOVERNANCE

and river navigation, aerial transport or cases involving the nation as a whole. The federal courts
also intervene in inter-provincial cases or those involving neighbors from different provinces or
foreign governments as well as ruling over jurisdictions given it by the federal government (e.g.
possession, distribution and consumption of narcotics). The provincial judicial authorities rule on
cases falling under common law, when these are under their respective jurisdictions.”,".

e Education: According to the national constitution, the provinces must "ensure... primary
education”, implying that the other levels of education are a concurrent responsibility with the
federal government. However, the federal government’s educational policy (law 4874/05) has, over
time, come to monopolize every level of education- including primary.

During 1976-83, this trend was reversed, when all national primary schools were transferred to the
provinces and to the city of Buenos Aires. From then on, various provinces created new
constitutions which extended the provincial governments mandates to include higher levels of
education.

Law 24049/92 transferred the educational services which were still under national control (mostly
secondary schools) to the provinces and to the municipality of Buenos Aires (MCBA). In this way,
primary and secondary education are now controlled exclusively by the provinces. In the context of
this new law, each province can now dictate its own laws regarding the organizational norms of its
respective educational system.

The regulatory aspects of private education are dealt with by the government (national or provincial)
which provide funding to the respective establishment. Establishments which do not receive
subsidies are regulated according to the (provincial or national) territorial jurisdictions in which they
are located.

The "Federal Education Law" (24195/93) gives the national ministry competence over the
coordination of the national education system, ensuring the coherence and quality of the educational
plans and programs, the realization of compensatory actions in order to correct inequalities in the
quality of educational services and technical and financial assistance to the different jurisdictions
who render educational services.

The National Ministry of Education has competence over the determination of the validity of studies
and diplomas. The regulation of the professions is up to the provinces -especially the granting of
professional qualifications and .the regulation of professional practices. The nation has sole
competence over the exercise of professions on a national scope”.

! There are “Default Courts” at the municipal level, which are not dependent on the judicial power and that pass judgments
on infractions (of the urban building code, transit laws, sanitary codes, etc.). Their decisions can be appealed through the
Jjudiciary.

" For example, the author of a crime is punished according to the perial-¢ode, which is the same throughout the country, in
the-province where the crime took place and according to its procedures.

? This distribution of competence always ensure that the provinces do not interfere in the practice of professions or block the
“national governments practice of authorizing qualifications which are valid nationally. The regulation of professions can not
limit its practice.

DOCUMIENTO DE TRARBAJO N* 53




CECENTRALBATENNTERGOVERNVENTALFECAL FELATONE ANDIVIACROECONOIVICGOVERNANCE:

e Work: The National Congress dictates the Labor Code (which deals with work contracts), while
the provinces dictate the norms referring to working conditions, with the following limitations: the
national authority pronounces in places which fall under provincial jurisdiction when the activities
are linked to inter-provincial trade or when companies operating concessions contracted out by the
national government are involved. Nevertheless, this same law allows the provincial and national
governments to reach agreements “by which the province can take charge of the indicated
functions” .

o Police: The Federal Police carries out the functions of a security and judicial police force
throughout the national territory. it prevents and investigates crimes against federal laws, provides
security for the federal governments employees and assets, cooperates in the guarding of frontiers,
grants passports and other identification documents, etc., as well as acting as the “local authority” in
the City of Buenos Aires. The provincial police forces enforce the laws dictated by the respective
provincial legislature- carrying out the functions of a security and judicial police force.

e Pension system: The nation has most regulatory powers in this area (Art.14 bis. NC). The
provinces enjoy limited faculties respective pension funds for their employees and public officials,
complementary funds to increase the benefits of determined activities (e.g. teachers, etc.), and
pension funds for professional sectors”.

e Health: Since the national constitution makes no reference to the jurisdiction of responsibilities in
this area, the general principles of federalism must be applied. In this way this area is shared by the
provinces and the nation according to jurisdiction.

o Environment: Both levels of government have competence over this. The provincial
governments are responsible for their jurisdiction, though the national government may intervene if
pollution crosses over to different jurisdictions.

e Transportation, ports and airports: The general principles apply to this area. If the activity is

inter-jurisdictional, international or takes place within the boundaries of the Federal Capital, its
regulation will be competence of the national authority, if not, the provincial authority will have
competence. The municipal authorities’ act within the urban framework, as representatives of the
provinces (e.g. municipal ports are controlled by the municipalities, albeit through powers delegated
to them by the provinces). As for transport issues within the city of Buenos Aires, there is a complex
system of competence between the City and the National Transport Secretariat, though almost all
regulatory powers over this service belong to the latter”’.

- Pension systems, which have for the most part been (and continue to be) transferred to the nation through the Fiscal Pact
i j:of Employment, Production and Development (August 1993). See infra.

17, There are no norms considering the existence of municipal airports.

3 National decrees deregulating transport (817/92, 1492/92, etc.) have been included in the Fiscal Pact (August 1992). When
this pact is ratified by the provinces, a regulatory regime for the whole nation could be implemented.
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o Energy, telecommunications and potable water: If these services are interconnected (which is

usually the case), they are considered federal. If not, their regulation falls under provincial authority.
The municipalities have no regulatory powers over these areas.

o Insurance: Regulation of this service corresponds to the nation since it falls under the “basic
norms” stated above. Enforcement of regulations also falls under national control since the activity
is a part of inter-provincial trade.

e Other Services: Public lighting, cleaning and hygiene, approval of projects. conservation of
streets, nutrition, conservation of parks and squares are provided and regulated by municipal bodies.
Provincial laws allow the municipalities to collect fees in order to cover the costs of these services.

e Other Regulations: Automobile registrations are at this moment controlled by the federal
government’®. Real Estate registries (coupled with the registration of mortgages) are compiled by
the provinces and the City of Buenos Aires. As for commercial licenses, the Commercial Code and
the Law of Commercial Enterprises stipulate the inscription at the “commercial court where it is
located”. In view of the national character of the fundamental legislation and the existence of local
judicial systems in each province, each jurisdiction has established these registries according to
different criteria and systems”’.

16 According to the Civil Code, the transfer of moveable goods operate traditionally (that is, with the physical or symbolic
delivery of the good). Nevertheless, the provinces and municipalities established automobile registration (first for fiscal
purposes and later to police property) and made the registration of the change of ownership of vehicles obligatory.

", 'i Decree/Law 6581/58 established a national registry, with federal range.

"7 In some cases, the Public Commercial Registry is dependent on the provincial executive power and In others on the judicial
power.
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DECENTRALEATION,NTERGOVERNIVENTALFSCAL FELATENE ANDVIACROECONOIVIE GOVERNANCE

III. FISCAL FEDERALISM AND ARGENTINA’S EXPERIENCE

During the first period of institutional organization (1853-90), the criteria by which tax-raising
powers were to be separated, was the predominant issue: the nation retained the proceeds from
foreign trade and the indirect taxes which it collected in the Federal Capital and national territories.
Two factors favored this system: i) a light tax burden to finance the low level of public spending.; ii)
.high tax receipts from foreign trade due to a high level of openness in the economy. The financing
of the provinces depended on their capacity to collect from their own tax bases. Because of the
difficulty of funding unexpected deviations, discipline in public spending, as well as a high level of
autonomy, characterized the provincial governments of this era.

Between 1890 and 1935, an increase in the functions of the public sector - in areas such as
education, the justice system, health and defense- created a necessity for new resources. This led to
the imposition of consumption taxes in the early 1890’s which were referred to as “internal taxes”.
Customs taxes became less significant relative total receipts, while provincial tax receipts became
relatively more important. The lack of financial coordination between the different level of
government caused a powerful distortion which was marked by a wide scattering of the supply of
public services, which tended to be corrected later.

The crisis of the 1930’s, which had a severe effect on the Argentine economy due to its openness,
forced the adoption of a set of emergency measures. These included; laws creating income taxes
(12147), sales taxes (12143) and the unification of “internal taxes” (12139), taxes which were to be
shared between the national government and the provinces, thus introducing an incipient regime of
federal tax co-participation.

This system of revenue-sharing, was consolidated as time passed, acquiring greater weight in the
financing of provincial spending as well as making up a greater share of total tax receipts. The co-
participation regime corrected, until 1960, some of the asymmetries in spending capacities which
had been caused by differences in tax bases.

In March of 1967, the co-participation shares for sales taxes, income taxes and other taxes included
in the regime were reduced. An additional modification was introduced with the Budget Law of
1968, reducing the participation of the City of Buenos Aires which was absorbed into the National
Government. This was an attempt at correcting the public deficit through structural changes which
would ensure that additional receipts would not be used to increase spending but to reduce pressure
on the capital markets and the printing of money by the Central Bank.. These efforts began to
deteriorate after 1970, when a process of fiscal laxity began, becoming even more lax in the
following years.' An example of this was the national funding of provincial spending which grew by
eight percent (from 47% to 55%) between 1967 and 1972. Meanwhile, total per capita provincial
spending grew from $ 179.5 to $ 398 (1995 pesos) between 1959 and 1972, with a noticeable
. fispersion among provinces. In 1970, total provincial spending made up 72% of the federal
“administration’s spending, following a strong upward trend associated with the process of
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decentralization, an increase in the federal participation in public services as well as the possibilities
of spending offered by the federal government’s willing supply of funds. Provincial public
employment rose to 28.4% of total public employment and to 71.1% of the national administration’s
total employees.

The Federal Co-participation Law 20221 was passed in 1973. Its aims were to reduce the financial
dependence of provincial governments, to specify distribution criteria among provinces so as to give
added weight to redistribution (since the predominant criteria had been devolution), and to surmount
the complex and fragmented character of the system (the previous system was governed by 3 laws).
However, the criteria established by this law deepened the separation of spending and financing
decision making (financial responsibility), gave added spending incentives to the provinces and
created a very rigid system in the case of increased receipts- whether through higher rates, less tax
evasion or greater co-participation receipts..

This new regime garnered all national taxes (except import/export duties) under one system, and
established that all taxes would be included in the regime -except those whose revenues were
specifically allocated- and obliged the provinces not to duplicate federal taxes. 48.5% of the co-
participation receipts were to be automatically distributed to the provinces and to the nation
respectively (which in turn distributed 1.8% to the City of Buenos Aires and 0.2% to Tierra del
Fuego). 3% of the receipts went to a regional development fund whose objective was to finance
infrastructure projects’.

The secondary distribution among provinces took place 65% according to population, 25%
according to an under-development index” and 10% according to demographic dispersion®. These
last two indices were supposed to reflect upon, in the case of the first, the weak taxable base, by
trying to offer the same level of public services to individuals with different levels of per capita
incomes. The second one, was aimed at achieving greater spending per capita in extensive and
scarcely populated jurisdictions. )

The quantitative results of this reform were the following: with respect to primary distribution, the
funds transferred to the provinces increased by 25% (from 38.6% to $48.5%), the nation loses 22%
and the City of Buenos Aires receives the same share as before; in the case of secondary
distribution, the share of developed provinces increased by 11% (from 22.2% to 24.6%), the share
of middle income provinces increased 38% (from 6% to 8.3%), the share of less developed
provinces increased 54% (from 7.3% to 11.2%), and the share of the provinces with low population
densities increased by 47% (from 3.0 to 4.4%).

"® The regional development fund was distributed according to the provincial governments’ proposed investment projects.

" The arithmetic average of three indices -housing quality, level of education of human resources and automobiles per capita-
-was the measure used to compute the development gap.

* ¥ Demographic density was calculated by measuring the difference between the less than average densely populated provinces

and the average population density. Thus, the funds were distributed according to the gap between the average density and
that of each province.
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During the effective period of this law, the process of decentralization continued apace with the
transfer of responsibilities for social spending (pre-primary and primary education, health, etc.) to
the provincial level. As a result, the provinces’ public spending increased enormously (for example,
between 1972 and 1975 it grew by 125% in constant pesos). With this, public employment at this
level of government experienced accelerating growth. This in tun led (on various occasions) to
National treasury bailouts of provinces through additional transfers of funds (i.e. beyond those
transferred as part of the revenue sharing regime).

In 1980 the provinces’ per capita spending reached 832 pesos (1995 pesos)®, in terms of GDP it
doubled the level it had reached in 1960. The Argentine economic conditions of the time coincided
with the implementation of a rigid pre-announced exchange rate (‘tablita”), together with a
significant necessity of reducing the rate of external debt accumulation.

Toward the end of that year, an increase and generalization of the VAT and an increase in cigarettes
and fuel taxes were decided, in conjunction with the goal of reducing payroll costs through the
reduction of taxes on labor. At the same time, a series of taxes whose revenues are specifically
allocated were eliminated while a considerable tariff reform was put into effect.

A “pre-coparticipation” mechanism, which was calculated on a basis of personal pension
contributions®?* (Law 22293), was put into effect in order to transfer the funds collected from the
increased VAT base to the pension system and to the “Fondo Nacional de la Vivienda” (National
Housing Fund) (FONAVTI*). The implicit aim of these changes was to limit excessive spending due
to the increased availability of funds. Surely, a more reasonable solution would have been to transfer
some of the co-participation funds to the pension system and to replace the specifically assigned
federal tax revenues.

The provinces’ primary share of the co-participation funds fell abruptly, reaching 29% of total co-
participation revenues, and continued to fall in the following years. )

Between 1977 and 1980, some permanent expenditures (primary and adult education, hospitals and
health centers, local water works, and local distribution networks) were transferred to the provinces.
These amounted to around 20% of the funds sent to the provinces. The transfer of these
expenditures were not accompanied by the funds necessary to pay for them.

Towards 1983, National Treasury contributions needed to cover provincial deficits -caused partly by
the increase of spending on public services which had been transferred to the provinces and by the
decrease in funds from the pre-coparticipation to the pension system and the FONAVI- exceeded

2! These expenditures reached $ 975 and $ 927, in 1994 and 1995, respectively.

2 It should be noted that the reduction of taxes on wages precipitated the legalization of workers which favored the diversion
of funds towards the pension system.

2 Furthermore, Budget Law 22451 elimiiated Federal Coparticipation to the Municipality of Buenos Aires, which had

~;enjoyed a privileged situation (the federal government financed spending on police, justice, prisons, infrastructures, primary

"7 and pre-primary education, secondary and universities, transport subsidies, etc.).
-24

The FONAVI’s funds (which were financed with national returnable contributions aimed at the construction of housing in
the provinces) previously came from taxes on work.
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the provinces’ own resources as well as the co-participated federal resources (they reached 175% of
the federal co-participation intended for the provinces). This mechanism, not only substantially
altered the secondary resource distribution established in Law 20221, but also encouraged
provincial fiscal irresponsibility. This validated higher spending, mdependent of the criteria of
efficiency, equity or necessity®™.

The revenue sharing regime expired at the end of 1984, and was only replaced on the first of
January 1988. This created a legislative vacuum between 1985 and 1987, which led to the
substitution of co-participation for Treasury contributions.

As a consequence, spending grew to incredible levels during 1986. This was due, especially to
provincial employment policies which can only be described as out of control. Between 1983 and
1986/1987 the number of provincial government employees grew by 200,000, while their average
salaries grew by 15%. In 1986, provincial public employment reached 60% of total public
employment. The provinces’ spending responsibilities represented 85% of total spending on pre-
primary education, 91% of spending on primary education, 36.7% of spending on secondary
education, 65% of spending on law and order and 70% of spending on justice.

The resources available for co-participation recovered, reaching almost 51% of total resources
(compared to 25% in 1983), though this figure is far from the 60% seen during the late 70’s. The
financing of provincial spending with national funds reached 55% towards 1986, thus returning to
more comprehensible levels than those seen in 1983 (72%), though they did not reach the levels
seen in 1980 which were below 50%.

lll.1. The co-participation law of 1988

A new Law of Federal Co-participation (Law '23548) came into effect in 1988. This was
accompanied by a series of special laws, creating national taxes whose revenues would be
distributed differentially (totally or partially) to the provinces.

The Law of Federal Co-participation (which includes VAT, income taxes, assets taxes”, internal
taxes, fuel taxes, etc.) was passed in January of that year. It gave the main system of transfers
between nation and provinces added transparency and predictability. It also ended the legal vacuum
which had existed since 1985 eliminating the discretionality in the determination of the amount and
distribution of collected tax money. This was done by establishing that 42.34% of these funds
would go to the Nation while the remaining 57.66% would be distributed to the provinces (56.66%
automatically, and 1% as National Treasury Transfers)”.

5 As-an example of provincial fiscal descontrol, the number of provincial government employees reached 750,000 in 1983-
,glaarly outdoing the National Central Administration.

?‘%Repealed in 1996,

7 In time, what became the Province of Tierra del Fuego was included. This added 0.388% to the provinces’ share at the
expense of the nation.
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This law conceded the greatest share of primary distribution to the provinces in the history of
Argentina. Moreover, these funds were calculated on a wider tax base®,”. Attempts to justify this
greater share of resources pointed to the greater public spending responsibilities which had been
placed on the provinces during the late 70’s without being accompanied by corresponding greater
tax raising powers”. :

As for secondary co-participation, Law 23548 implied a greater redistribution of funds between the
provinces. The coefficients assigned to each jurisdiction only represented the continuation of the ad
hoc participation which occurred between 1985-1987. This had been caused by a lack of definition
of objective criteria and by the powerful incentive to spend when the political cost of taxation is
born by another level of government.

The regional redistribution scheme contained in this law, deepened existing disparities in the per
capita spending of each jurisdiction. This allowed the provinces with low population densities to
spend 3.58 times more than the developed provinces, and the under-developed ones, almost twice.

lll.2. Conditional Transfers

These types of transfers, are fixed amounts tied to the funding of certain provincial programs. This
category includes transfers to: the National Housing Fund (FONAVI), the Road Co-participation
System (Sistema de Coparticipacion Vial) which finances the building and repair of roads- the Fund
for the Development of Electrical Energy in the Interior (FEDEI), and other minor social programs
(Health Programs, School Meals, Rural Education, National Plan for Potable Water, etc.)

The FONAVI is the most important recipient of these transfers. Its purpose is the financing of
housing and it is one of the few programs explicitly dedicated to the reduction of disparities in the
distribution of personal income. One recently introduced improvement to this mechanism (Law
24464/95) established that the FONAVTI’s funds should be distributed according to their correct use,
the level of re-payments (throughout its history, the FONAVTI’s highest rate of repayment has been
6% per year), investments in housing projects and changes in the housing deficit of each province.
All these are revised every two years by law.

Some difficulties are implicit in the existence of these funds. Mainly that, beyond adding to the
transfers to provinces, it is difficult to control their proper use. In practice, these funds have become
just another part of federal co-participation.

¥ In addition, it was established that the amount to be distributed to the provinces would not be less than 34 % of the cemral
administration’s tax revenues- whether they are part of the coparticipation system or not. - L

J! should be noted that the funds are transferred automatically and that their use is not subject to conditions or determined

vb/ecnves
The transfers of spending obligations to the provinces are restricted to education and public health. Distribution of drinking
water and electricity should not require additional transfers since these services can be financed by fees.
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I11.3.Implicit transfers

In addition to budgeted transfers, there are also a series of implicit mechanisms. These include: (i)
Central Bank rediscounts to the provincial banks, which were generally used to finance the
provincial governments’ budget deficits and (ii) tax credits allowed in the different industrial
promotion regimes.

The impact of rediscounts is minor for the average province, though they have substantially
benefited the less developed ones. Industrial promotion has had greater impact by noticeably
increasing the share of middle income provinces in the total. An example of this can be seen in the
particular situation of the province of San Luis.

It should be noted that these mechanisms are now becoming less common. This is partly due to the
fact that many provincial banks have been, or are about to be, privatized. It is also due to the
elimination of the majority of promotion regimes, so as to make room for new projects.

/1l.4. Reforms since 1991

e Since August 1991, the FONAVI has been financing with part of the proceeds from fuel taxes.
This measure has reduced the transfer payments from the federal tax sharing system. In this way,
funds which had reached the provinces through the revenue sharing system now arrive through
the FONAVI, thus altering secondary distribution.

¢ in October of that year, a new transfer of spending obligations from nation to province occurred.
The aim of this new reform was to make spending more efficient (by bringing it closer to where
decisions are made and consequently by bringing these decisions closer to the wishes of the
people regarding social spending in health, education and child care), as well as reducing the
transfer of co-participation funds to the provinces. The transfer of these services came into effect
in January of 1992 and resulted in an estimated increase in the provinces’ spending obligations of
1.2B$ annually (890MS$ for secondary education and 323MS in health and child care)
This reform did not change the primary distribution of funds. However, it did have an effect on
secondary distribution since part of the co-participation funds of each province is retained (this
amount is calculated according to the province’s distribution coefficient established in the federal
co-participation law). Resources are then assigned to each province in order to fund the
obligations which had previously been funded directly by the nation (this especially benefited
Buenos Aires which receives 30% of these 1.2B$ but only contributes 22% of the co-
participation funds).

e In April 1992 Law 24073 established that 16% of income tax would be used to resolve the
problems of the large urban conglomerations..10.of these 16 points go to the province of Buenos
e Aires (Fondo del Conurbano Bonaerense)” while the rest is distributed to the other jurisdictions

R, iy
rAd

3 Since 1.1.96 the exceeding amount over $ 650 million -on an annual basis- goes to the rest of the provinces.
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(2 percentage points are distributed discretionary since they go to the National Treasury Fund,
while the rest must be used to finance basic social infrastructure). In June of that year, a new pre-
coparticipation of this tax was put into effect, this time to finance the national Social Security
System. In this way, only 64% of the funds collected through this tax are used in accordance to
what was established in the Federal Co-participation Law 23548, From October 1996 (Law
24699), $580M are taken out of income tax receipts before the above percentages are applied. Of
these $580M, $ 120 million go to the Pension System ; $ 20 millions to the National Treasury
Fund and the remaining $ 440 million are divided among the provinces according to the
stipulations of Law 23548 (including Tierra del Fuego). These changes altered both the primary
and secondary distribution of revenue sharing. In the case of the primary distribution, the
participation of the provinces decreased. Secondary distribution became more discretionary in
the sense that the executive branch of the national government now has greater decision making
powers regarding the coefficients which grew out of the political dispute of 1985-87.

e Law 23966, which has been in effect since September 1991, established a time frame for the
distribution of liquid fuel and natural gas taxes. The national government was to cede part of its
share of revenues from these taxes to the provinces, so that both would receive an equal 29%
from January 1996. It should be noted that the national government received 47% of these
revenues in 1991, while the provinces only received 13%. Of the funds corresponding to the
provinces, 60% were designated for transport related spending, 30% for infrastructure projects
involving electrical energy and/or public works- according to the percentages established in Law
23548-, and the remaining 10% for the FEDEI. Law 24699/96 established that some of these
funds would also go to the national social security system.

o Law 23966 dealt with the distribution of VAT receipts. It established that, from 1.1.91, 11% of
VAT revenues would go to the pension system (90% to the national system and 10% to the
provinces according to their respective numbers of beneficiaries).

e This same law established the “tax on personal assets which are not incorporated in the economic
process”, a direct tax which the national government would collect for 9 fiscal periods. 90% of
proceeds from this tax would go to the national pension system, while 10% would go to the
provinces and the City of Buenos Aires according to their respective numbers of beneficiaries.
Law 24699 establishes that, between October 1996 and the end of 1998, 90% of the revenues
collected by this tax will be distributed between the nation and the provinces according to the
criteria established by law 23548.

e In August 1992 and 1993, the nation and the provinces signed two fiscal agreements. The first
established that the provinces would cede 15% of the whole of its co-participation revenues
(those left over after all pre-coparticipation revenues have been subtracted). These funds were
appropriated for the national pension system and “other operative spending”. A monthly $43.8M

n 3,13‘0] the total funds corresponding to the nation, $6 million per month are deducted and distributed to the provinces (not

3 gncluding the City of Buenos Aires.). These funds are distributed according to the ratios set by Law 23548. In 1997, this sum

" is doubled and an additional $6 million a month is taken out of the National Treasury Contributions Fund, also to be
distributed to the provinces. :
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was also subtracted so as to be distributed within a sub-group of provinces, according to different
criteria than those stipulated in Law 23548. This had a negative effect on both primary and
secondary distribution. In exchange, the National Treasury guaranteed a minimum monthly
transfer of § 725 millions to the whole of the jurisdictions™. A year later, the “Federal Pact for
Employment, Production and Growth” established the following changes to the previous
agreement; the fixed sum which was subtracted from co-participation funds was increased to
$45.2M per month and the National Treasury’s guaranteed transfers were increased to $740M
per month.* Furthermore, a series of measures were agreed upon to increase the efficiency of the
tax system. The nation agreed to eliminate its tax on assets and to reduce its withholding of VAT
receipts and employer contributions. The provinces, in turn, were to eliminate:(i) stamp duties on
financial operations and insurance (up to now only the province of Santa Cruz has eliminated this
tax), (ii) specific provincial taxes on fuels, gas, electrical energy and sewerage services
(eliminated), (iii) taxes on banks’ interest and debt (eliminated) and (iv) payroll taxes (Chaco,
Chubut and Entre Rios have yet to eliminate these). The gross revenues tax (a turnover tax)
would be replaced by a tax on consumption (in process), and real estate tax rates were also to be
unified between different jurisdictions. The provinces also pledged to transfer their pension
systems to the nation.

In synthesis, it is clear that, in all but one of the reforms mentioned above, the changes made to the
primary distribution of resources were to the detriment of the provinces. The exception is Law
23966 which assigned fuel tax revenues.

The greatest beneficiary of these reforms was, in all cases, the pension system. Though it went
through considerable reform in 1994, transforming it from a state funded system to a mix of private
capitalization and state funding, it suffered (and continues to suffer) from strong imbalances
between active and inactive workers as well as from a large quantity of payment obligations to
retired workers”.

The secondary distribution was altered by two different criteria. In the case of transfers of services,
the purely discretionary criteria (set by Law 23548) were replaced by the objective criterion of the
cost of transferred services (this will probably be different for each government offering similar
services). In the other cases, discretionary criteria were simply exchanged for other criteria which
were also discretionary. These were the results of political struggles in which power and the
distribution of representatives of respective governments were significantly different to those of
1985/87.

33 ,T 0 this guarantee nust be added those funds corresponding to transfers for health and education spending.
oy
k:\}%’Because of successive extensions, this pact is still in effect today.

% For many years, the system accumulated a large explicit debt as a consequence of the national governments failures to fulfill
the payment obligations imposed on it by law coupled with the large implicit debt originated in its long term disequilibrium.
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IV. PUBLIC SPENDING, REVENUES AND TRANSFERS.
A QUANTITATIVE DESCRIPTION FROM THE 80’S.

IV.1. Public spending*

From the early 1980’s the level of spending in Argentina’s public sector has been erratic, both in
terms of dollars and constant currency. During the 1990’s, a strong upward trend is clear. This same
trend is visible relative to primary expenses, though a small decrease in interest payments on public
debt is noticeable in recent years (after the debt restructuring and expirations caused by entrance to
the Brady Plan). This trend is even more notable when the national companies are excluded from
primary spending (national companies were an important part of total spending before the rapid
process of privatization began in the early 1990’s). In this way, real growth between 1990 and 1995
reached an accumulated annual 3.6% for total expenditure, in the case of primary expanses, this
figure increases to 5.3%, reaching 6.8% when public companies are excluded.

In this context, the lower levels of governments’ (provinces and municipalities) shares of total
public spending has also been erratic in the 16 years being analyzed. It is clear that in a comparison
between the 1990°s (1990-1995) and the 1980’s (1980-1989) this share of total spending grew
considerably. While municipal and provincial expenditures averaged 31.5% of total expenditure
during the 1980’s, this figure had already reached 36% in 1990 (equivalent to the highest share of
the previous decade, seen in 1986”). This figure reached its highest level in 1993- 47.4%.

This increase in local government expenditure as a share of the total, is caused by a combination of
factors. First, it is due to a tendency of decentralization of public expenditure originating in the
transfers of public services (health, education, child care) from nation to provinces. Second, growth
in the nation’s resources (as a consequence of economic growth, improved tax controls and
improvements in the tax system) and transferred to the provinces through the federal co-
participation regime probably also contributed to this. Third, the privatization of public companies,
which were in essence national, has allowed for reductions in the level of spending at this level of
government. Finally, restructuring of the maturity of national debt has had a similar impact.

A more accurate evaluation of the effects of decentralization can be arrived at by only considering
primary expenses or, even more clearly, if the public company sector is subtracted from it. This
reveals that, during the 1980’s, provincial and municipal spending together accounted for 41.4% of

* The whole of public spending analyzed here includes health insurance and subsidies to private education. That is,
expenditures financed by compulsory payments made by workers (health insurance) and the public sector’s financing aimed
- At education (even if carried out by private entities) are included .

Bear in mind that, in that year, transfers to the provinces were mostly funded by National Treasury Contributions since the

v Law of Federal Coparticipation had expired, thus, the size of these transfers corresponded to the pressure exerted on the

national government by the provinces.
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total public spending. The provinces’ share of expenditure increased progressively from 1989,
reaching 49.9% in 1993 and then stabilizing at around 49%. The average figure for the 1990’s was
almost 48%. .

Within the lower levels of government, it is improbable that any decentralization took place. This
becomes apparent when one considers that, while provincial and municipal expenditure increased as
a share of consolidated total expenditure, the corresponding share of the municipalities within the
combined municipal/province share decreased somewhat in recent years.

Regarding the carrying out and financing of public expenditure, it should be noted -as pointed out
by Artana and others (1995)- that the expenditure carried out directly by the Federal Government
has decreased between 1983 and 1992 both in relative and absolute terms. The nation’s share of the
primary expenses excluding public sector enterprises carried out by the public sector (that is,
without health insurance and private education- whose funds are derived wholly or in part from
different levels of the public administration but whose final execution is carried out by the private
sector) was 52.3% in 1983. This figure dropped to 42.8% in 1992. In 1983, the nation financed
68.1% of primary expenses excluding public companies, while this figure dropped to 57.8% in
1992.

Expenditures carried out by the provinces grew from 30.1% in 1983 to 36.6% in 1992. The
financing of these expenditures, whether through their own resources, non-conditional transfers or
debt® also increased- from 26.5% in 1983 to 34% in 1992.

The level of expenditures carried out by municipalities were practically unchanged in relative terms
between 1983 and 1992- though the provisions of financing for this level of government have
decreased. The share of public expenditure carried out by the private sector has also been stable
between 1983 and 1992.

An analysis of each level of government’s share of spending for the different functions shows that
the provinces’ social spending related to total spending of the whole argentine public sector has
increased considerably from an average of 16.5% during the 80’s to 24.3% in the first years of the
90’s, reaching 26.3% in 1995. This figure has not been below 25% since 1992 when the transfers of
responsibilities over secondary education, health and child care occurred.

Spending on education should be divided in three periods: in the first part of the 80.’s (1980/83
inclusive), the nation carried out around 47% of spending on culture and education; between 1984
and 1991 (inclusive) its share dropped to 38%; while during 1992/1995 it dropped by another 16%.
The reduction of the nation’s share of total spending is reflected in the increase of the provinces’
share- since the municipalities show only minor variations through this period which are only
perceivable fromi 1994. As might have been expected, the expenditures driving this growth are those
relating to education (basic, superior and universities)- since culture’s share of spending decreased.

P e

L
A inancing with conditional transfers are not considered. these are funds whose destination is pre-established by a higher
level of government, such as the FONAVI. :
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Expenditures related to medical services also increased due to the transfer of social services.

The above figures relating to the incidence of each level of government within the different aims
and functions of expenditures clearly demonstrate the process of decentralization of public spending
which has occurred in recent years.

Another sector acquiring an increasing share within provincial and municipal governments in recent
years has been payments made on public debt. This is related on the one hand to the smaller
payments made by the nation and on the other to the greater level of borrowing by the sub-national
governments.

As for general administration expenditures, they are shared by the three levels of government- while
almost all urban services are offered by the municipalities. This confirms the above mentioned
division of spending obligations between the different levels of government.

IV.2. Tax resources

In the above sections, the tax-raising powers of the different levels of governments were described
while emphasizing the loss of tax powers that the provinces had suffered in practice. It was
mentioned that the provinces had direct and indirect tax raising powers, in this case, concurrently
with the nation.

The provinces legislate, manage and collect” four main taxes and other minor ones. This first group
is made up of a turnover tax (sales tax), stamps®, automobile registrations and real estate taxes.

The latest fiscal agreement (between the nation and the provinces) established that the turnover tax
would be replaced by one levied on final consumption. If this were put into effect (that is, if the
turnover tax were exchanged for a retail sales tax or a VAT based on point of sale*’), the structure of
provincial taxation would come into line with economic theory. This is because two of the more
important taxes (automobile registrations and real estate) have a relatively fixed taxable base -what
impedes the exportation of taxes and greatly restricts the possibility of “tax wars” and of “voting
with ones feet”. The fixed nature of these taxes means that the revenues they bring in do not
fluctuate significantly with the economic cycle. Furthermore, the provinces are allowed to set their
own rates on their taxes.

It is quite clear that the provinces have not put their tax systems to good use. An indication of this is
the fact that they only collected around 17% of the amount collected by the central government and

% Some provinces have delegated the power of collecting some taxes. In Chubut, Santa Cruz, Chaco and Corrientes urban and
suburban real estate and automobile taxes are collected by the municipalities.

:‘25 Since the different provincial jurisdictions approved the second fiscal pact, stamp duties on financial activities had to be

i ";feliminated— most provinces did so.

! In this case, some doubts emerge relative the possible effects of mechanisms imposing taxes on the importation of goods and

not on exports (border adjustments).
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provincial jurisdictions put together (this figure averaged 16% during the 80’s and increased slightly
to 16.6% during the first six years of this decade)”. The funds collected from provincial taxes only
amounted to around 29% of provincial expenditures (the corresponding figure was 30.9% in 1995).

The turnover tax, which distorts economic activity and is highly procyclic, has generated the most
revenues for the provinces throughout history (56% of total tax collections in recent years).
Automobile and real estate taxes have only represented 10 and 20%, respectively, in this level of
government’s tax revenues.

Clearly, the provinces did not have any incentives to collect taxes therefore diminishing their fiscal
responsibility and accountability. This is largely due to the structure of the revenue-sharing scheme,
their possibilities to acquire debt (in the past with its own banks, suppliers and rediscounts from the
nation), coupled with the near certainty of national bailouts when they are confronted by possible
default. The harmful consequence of this has been a very low level of correlation between
expenditure and tax collection- which decreases even more as expenditure is being decentralized.

Another, closely linked and continuing problem is the loss of the provinces’ tax-raising powers to
the nation. This constraint would be lifted if, for example, the central government ceded the tax base
of fuels or of other consumer goods with inelastic demands (i.e. alcohol or cigarettes). Another
possibility would be for the national government to stop imposing some direct taxes which could
then be collected by the provinces (i.e. some personal income taxes- though in this case, the levy
should not be progressive). This would lead to an increase in fiscal accountability, better correlation
between taxes and spending and of course, a more efficient allocation of resources which in turn
would diminish the importance of the federal tax co-participation regime.

At the municipal level, the result of the debate between the autarchic or autonomous frameworks
has been that the municipalities charge fees for services. These fees are in practice more akin to
transaction taxes, since they actually exceed the cost of the services rendered. Some limits placed
on the municipalities’ ability to acquire debt, have allowed for a higher level of correlation between
collected funds and expenditure than that seen at the provincial level. It should be noted that an
important part of the municipalities” funding originate in provincial co-participation. This system
functions along the same lines as the federal co-participation system- though the primary
distribution from province to municipality is much smaller both in relative and absolute terms than
that established by federal co-participation.

IV.3. Transfers

As has been explained throughout this work, the federal revenue sharing regime is the most
important mechanism for transfers to the provinces. So far this decade, it has accounted for

2
" If only tax revenues are counted (not including revenues from taxes on salaries) the figures are: 19.8 and 22.1%,
respectively. :
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almost 71% of total explicit transfers (automatic and non-automatic, conditional and non-
conditional).

Although the system’s criteria were initially based on devolution (funds were transferred
according to their origin), other criteria entered into the system as time passed. An example is the
criteria of population which aimed at correlating transfers to the number of people living in each
province. For the time being, redistribution towards regions (and not families) is the preferred
criteria.

Transfers to provinces (including National Treasury Contributions) accounted for 52% of national
expenditure in 1995. This is a large share, especially considering the existence of pre-co-
participation mechanisms mentioned above. It should be noted that there is a considerable spread
in provinces’ shares of expenditure funded by transfers. Developed provinces such as Buenos
Aires, Cordoba and Santa Fe are less dependent on national transfer to finance their expenditure
(so far this decade, Buenos Aires financed 43.8% of its expenditures with transfers, Cordoba
47.9% and Santa Fe 53%). Less developed provinces such as Catamarca, Santiago del Estero and
La Rioja funded more than 80% of their expenditures with transfers. San Luis, one of the “middle
income” provinces, was the most dependent on federal transfers, which funded 83% of its
expenditure.

In Argentina, transfers from the nation to the municipalities are practically non-existent. It is the
provinces which, to a certain degree, copy the mechanism of federal co-participation relative to
transfers to their respective municipalities. Municipal co-participation is basically funded by parts
of the federal co-participation funds. This generally includes shares of taxes collected within their
jurisdiction such as turnover taxes, automobile registrations (often almost all that is collected
from them) and real estate taxes. Primary distribution ,in contrast to the federal system, allows
much smaller shares to the municipalities.

Finally, transfers from municipalities to provinces, that is, transfers from an inferior level to a
superior level of government -which in some countries may be important- are minimal. This is the
case of the province of Buenos Aires.

The mechanism of federal revenue-sharing does not include incentives for the efficient provision
of services nor for increasing their coverage. If this is to be reversed, they must be accompanied
by a fixed level of expenditure as well as objectives for the growth of coverage. Even if these
measures were taken, their fulfillment will not be certain and their control, costly.

This situation may lead to moral hazards among local officials. For example, if one of them

decides to hire personnel in order to lower the unemployment rate rather than for reasons of

economic efficiency, he/she (agent) would be maximizing political benefits at the cost of future

generations. Since bureaucrats do not bear the full brunt of their actions -as a consequence of

hidden information- the motive which led to an increase in public employment does not risk
~ igimediate detection.

OOCUMENTO DE TRABAJO N® 83 . ’ 20




OCECENTRALBATENINTERGOVERNIVENTAL FECAL FEL ATINEANDIVIACRDECONCIVICGOVERNANCE

A similar problem occurs when funds transferred for specific programs (e.g. conditional transfers
such as FONAVI or other health or education programs) are diverted to a general fund to then be
spent in other, politically profitable, ways (e.g. temporary jobs for potential supporters or, simply,
the reduction of the deficit). The central government can not immediately detect if this has an
effect on the local government’s housing, health or education budget, nor can it legally prevent it
unless it is legally or constitutionally authorized®.

Improving fiscal accountability requires a systematic knowledge of the government’s activities as
well as an institutional framework that allows the community to participate in it. The best way to
foment community participation is for programs financed by the central government to be co-
financed by local governments. Linking performance to tax payments creates a powerful
incentive for community involvement.

A complementary solution would be to sanction laws which impose a strict code of conduct on
local administrators making them personally responsible and legally liable when they do not
serve the best interest of the community. These laws could serve as a powerful dis-incentive
against corruption if civil institutions are allowed to bring class action suits against local
politicians.

Regarding secondary co-participation, the Argentine system’s design can also be thought of in
terms of a game. In this case, it is a non-cooperative game in which the players are the provinces
and the City of Buenos Aires.

In a first game (following the precepts of Porto, A.)* let us suppose: (i) that the whole of
collected taxes to be distributed between the provinces through federal revenue sharing is equal to
the sum of funds coming from each jurisdiction” and, (ii) the distribution will be decided in only
one debating chamber®. In this case, the conclusion will be reached that the devolution criteria is
the only alternative if an equilibrium is to be achieved- since any solution reached, that is better
for one province, will be worse for another- this will be made clear in the debating chamber.

In a second, more complex, game, in which the criteria are those commonly used for secondary
distribution (i.e. funds originating in each jurisdiction, population and a development index) and
in which the deputies agree, no new equilibrium solution emerges. In this case, there are only two
criteria to be determined, since the third is derived from the other two. In all votes, one supposes,
all deputies will vote for a combination which favors their province with the most funds. The

“ The same problem could arise if an administrator who is a representative of the central governmem, pursues his personal
political interests with government funds. This activity implies even higher costs, as well as risks, since local voters will have
no incentives to replace him because they can not choose his successor. This in turn increases the central government 'S costs
of detecting him.

Porto, A.. Federalismo Fiscal en la Argentina. Evolucidn y perspectivas. Buenos Aires, March 1995.

* The provinces will always prefer this strictly devolving arrangement than collecting by themselves. In spite of the loss of
_ qutonomy, this way they avoid the political costs of tax collection and they benefit from the expenses that can be financed
" 'With these funds.
* This is a simplification, since in Argentina the National Congress has two chambers. Nevenheless, the inclusion of the
second chamber does not change the final result.
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simulations performed prove that there is no combination of the parameters, which is preferable
to the present law (23548) and that would not be blocked by another preferred configuration-
independent of the majority required to pass a new law.
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V. MACROECONOMIC POLICY AND FISCAL DECENTRALIZATION

V.1. Countercyclical policies and debt

This is probably the most controversial issue in literature on fiscal decentralization. It is clear that,
when it comes to allocating resources, a decentralized government will always be more efficient in
that it will correlate its expenditure decisions -and its financial alternatives- to the citizenry than a
centralized one. At the same time, its functioning will tend to place limits on the expansion of the
public sector. (Leviathan problem).

Nevertheless, while it seems reasonable that a nation should have one macroeconomic policy, by
consequence deriving from the central government, certain precepts must be fulfilled before this
can happen. For example, the design of the tax system must be such that the predominant taxes at
the national level should be those which fluctuate with the cycle and which afford an important
source of funds (i.e. VAT, corporate profits), while local governments must be authorized to collect
taxes with a more stable and fixed base.

The design of fund transfer regimes is another important element of a viable macroeconomic policy.
When the grade of fiscal correlation (revenue to expenditure) in the lower levels of government is
low, in which case the cost of financing an elevated public deficit is born by another level of
government, the citizen only sees the benefits of a greater supply of public goods without
immediately perceiving how these are financed. Furthermore, even if this imbalance were not
significant, the attainment of horizontal equity creates a necessity to put transfer mechanisms into
effect between the different levels of government. The first requirement that a transfer regime must
fulfill is not to be directly connected to the economic cycle. The basic fact is that local government
public expenditure plans should be made on the basis of the long term, not in function of present
economic circumstances, but according to the availability or lack of financing.

The debt policy of local governments is a third factor- perhaps the most important one- which could
hinder the processes of macro-economic policies. The sustainability of the debt/GDP ratio must be
taken into account, while the debt/net internal investment ratio must be controlled”. A fundamental
element is that the central government must not bail-out local governments faced with default,
although this restriction will often be bypassed for reasons of public order or when health services
or education are affected. If the politicians and bureaucrats (together with banks, lenders or other
lending institutions) believe that the central government will not allow lower levels of government
to default, a problem of moral hazard could arise which would contribute to the creation of
structural deficits. The jurisdictions’ expectations that the central government will come to their
resque will allow them, in practice, to act as if they had only minor budget restrictions, which does

P
L4

* When measuring debt, contingent liabilities should be noted (e.g. implicit debt in the state pension system).
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not necessarily force them to seek economies in their expenditure (or consolidate their revenues)™
order to keep their budgets in equilibrium, neither within a given period and even less on a
continuous basis. Similarly, the money-lender will have an added incentive to lend if he is aware
of this possible rescue.

If a provincial or local government is too important or to big to be allowed to fall, central
government intervention will be necessary, perhaps in the form of restrictions on the level of
allowed indebtedness or other regulations. However, another possibility would be to reduce the
size of local governments. The separation of the big urban economic centers from the main
governmental centers (functional decentralization) or the fragmentation of large sub-national
governments into multiple jurisdictions (spatial decentralization) could help to strengthen the
budget controls of the lower levels of government.

The motives mentioned above, indicate that the debt of sub-national governments should not be left
to their free refereeing. There are various ways in which local governments acquisitions of debt can
be limited: i) apply the discipline of the market; ii) cooperation between the different levels of
government in the designing and implementation of debt controls; iii) controls based on norms, iv)
administrative controls (Ter Minassian, 1996).

In the first case, financial intermediaries must not be subject to the rules that privilege the
government in its acquisition of loans; lenders must have adequate information on the borrowers
pending debt obligations and on his ability to pay; and, fundamentally, the possibility of a bailout
should be very limited, so as to effectively prohibit the use of federal transfers as collateral. In
this case, the role of the risk rating agency is essential. Giving free reign to market forces and
assimilating local governments into the private sector, is probably not a viable alternative;
nevertheless, one possibility would be to only permit debt through the floating of medium term
bonds, again prohibiting the use of federal transfers as collateral and obliging debts to be
qualified.

In the second route, local government debt limits are established through a process of
negotiations with the central government, thus defining the global debt targets and the estimates
relating to the growth of the principal categories of revenues and expenditures.

The third possibility consists of fixing limits to the absolute level of debt of sub-national
jurisdictions, and/or on the purposes for which they may be used (e.g. investment). A restriction
could also be applied, which would be linked to the ability to service the debt (e.g. debt
servicing/total debt, debt servicing/past revenues or tax base), or some types of financing could be
prohibited (e.g. those granted by the central banks). This type of method, implies the existence of
clear and uniform accounting norms for government entities, that strictly limit or eliminate the
possibility of extra-budgetary operations, clear definitions of debt must be given (contingent

», w
‘(’

*® This same opportunistic modus operandt would occur if transfers were strongly procycltc and if they finance an important
part of local expenses -which is the case in Argentina-.
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assets from sub-national government pension systems, for example, must not be forgotten), as
well as a modern system informing on the government’s financial management.

The fourth possibility implies the establishment of annual limits (or more frequent) on sub-
national governments’ global debts (or of some of its components, such as; for example, foreign
debt); the approval of debt acquiring operations; or the centralization of all government loans,
combined with their re-issue to sub-national governments subject to conditional use.

The problem with debt is not only its level, but also the increase in risk caused by its uncontrollable
growth along with the difficulties this implies for the private sector.

In the case of Argentina, as was mentioned above, the regime organizing fiscal relationships is
strongly procyclic (even when the effects of precoparticipation on the most important taxes is
considered) and the provincial and municipal governments are very dependent on these funds for
their financing®.

Regarding indebtedness, both the provinces and the municipalities have the capacities to acquire
debt. However, only the provinces can borrow abroad and require the approval of Congress to do so,
especially if they use transfers from the nation as collateral.

As far as the municipalities are concerned, while in most cases the authorization to acquire debt
requires a qualified majority in the Deliberating Council (Concejo Deliberante), other cases must be
authorized by the provincial legislature. In general, limitations are imposed on debt, mainly by not
allowing debt servicing payments to exceed a certain percentage of the municipality’s resources
(frequently 25%)".

V.2. The characteristics of distribution

The central government’s re-distributive policy should be aimed at eliminating the problem of
horizontal inequity, tending to equalize the initial opportunities of individuals with different
incomes through a minimum supply of public goods- that is, compensating for the weakness of the
tax base.

The high level of personal and capital mobility limits the ability of sub-national governments to
implement redistribution programs financed by their own resources. Because of this, one of the
basic objectives of an intergovernmental transfer regime should be a policy of income redistribution.
The problem with personal or family income redistribution programs is that it must be defined at the
national level (though its carrying out can be decentralized).

": 9’;‘71 is because of this that successive stabilization programs have opted for the reduction of the coparticipation percentages,
~the transfer of services or changing the destination of resources.

0 In some cases, the provinces are also subject to this type of restrictions.
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Musgrave and Musgrave * have proposed that federal subsidies be used to redress the differences in
the tax bases of different jurisdictions, trying to finance a standard level of spending according to
the characteristics of the population”. Supposing a uniform system of taxation is applied to all
jurisdictions with a similar level of compliance, the transfer will allow the financing of a
jurisdiction’s weak tax base or a greater level of demanded expenditures caused by the specific
combination within the population (e.g. a greater demand for old-age subsidies caused by a
relatively high presence of senior citizens compared with other jurisdictions).

There is no reason why the region rather than the individual, should be the determinant of the
distributive scheme. One reason for this, among others, is that this could imply that the poor of one
richer jurisdiction were subsidizing the rich of a poor jurisdiction.

The Argentine revenue sharing regime has had a strong redistributive content, in which the larger
proportion of transfers are organized along regional, and not personal, lines. Those that can be
considered as being aimed at individuals or families include the FONAVI and school meals on the
national level, and in the case of the provinces some health services (especially in the province of
Buenos Aires).

The fact that transfers are organized on a regional basis, does not necessarily mean that they are
incapable of improving personal income distribution. However, it appears that this is the case in
Argentina. For example, the practice of correlating each province’s federal coparticipation system
per capita transfers to the proportion of households whose basic needs are not satisfied in the total
population”, does not have an effect on the variables. On the other hand, an analysis of social
expenditures relating to households with un-satisfied basic needs per province reveals that the
objective of leveling per capita social expenditure has not been contemplated. Finally, the transfers
mentioned above do not tend to correlate with the objective of compensating the weakness of
provincial tax bases (for example, provinces with equal relative weaknesses in taxable bases, such
as La Rioja, Corrientes and Misiones or San Juan and Santa Cruz, received very different federal
coparticipation transfers).

The Argentine experience illustrates that the increase in transfers is not commensurate with the
consolidation of an “equivalent expenditure” level. Rather, it leads in a skyrocketing level of
spending in the jurisdictions receiving the greater part of these transfers.

In 1934, the federal tax coparticipation regime did not exist and the provinces practically auto-
financed themselves. This allowed the relatively more developed jurisdictions to carry out a per
capita expenditure that almost tripled that carried out by the least developed provinces. The
introduction of the federal coparticipation regime, in 1935, allowed the balancing of per capita

3 Musgrave, R. and Musgrave, P., 1980.

5

52 It should be noted that the criteria of compensating the differences in taxable bases does not necessarily lead to an
_ «gualization of per capita public spending, because the redistribution criteria compensate the existing differences in order to
". ‘Provide a minimal public expenditure and not the whole of expenditure.

See Artana, D., Libonatti, 0., Moskovits, C. y Salinardi, M., La descentralizacion fiscal en América Latina : problemas y
perspectivas. El caso de Argentina. BID, July 1994. Work Series N°184.
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public expenditure in each group of jurisdictions. In 1959, per capita expenditure was similar in
developed, middle income and less developed provinces, while the provinces with low population
densities (Patagonia area) spent 15% more per capita than the country’s average expenditure. A
substantial imbalance surfaced in 1992, in which the low population density provinces had a per
capita expenditure which tripled that of the more developed provinces, while the least developed
almost doubled it. There were also significant differences between provinces within the same group.

The policy based on the criteria of regional redistribution of national funds presumably attempted to
achieve a greater settlement of the country’s interior, though actually this was not based on rational
assumptions- though it is clear that the general rule is that the richer jurisdictions subsidize the
poorer ones.

The significant territorial redistribution provoked a profound inequality in the per capita distribution
between different provinces: residents of the more developed provinces receive 64% less through
coparticipation than the less developed provinces, 60% less than the provinces with low population
densities and 55% less than the middle income provinces. Notably, the residents of Buenos Aires
receive a per capita coparticipation that is 48% less than the national average. In addition, if
households with unsatisfied basic needs are used as a proxy of personal distribution of income, it is
clear that the more developed provinces receive a coparticipation for each of these households
which is 17% less than the less developed provinces and 51% less than the provinces with low
population densities. A disadvantaged household in the province of Santa Cruz receives six times as
much as a similar household in the province of Buenos Aires, while one located in La Rioja receives
four times as much as one located in Buenos Aires.

From a historic point of view, regional redistributive policies -on top of having shown poor results
relative their objectives- have probably led to net losses for society. The loss of fiscal correlation in
the provincial jurisdictions’ management of public funds has contributed to the skyrocketing public
expenditure and a weakening in their tax collecting efforts. The provinces receiving smaller per
capita transfers (i.e. the more advanced ones) have smaller per capita expenditures and exploit
relatively more their theoretical bases. Exactly the opposite is true of the less advanced provinces.

g
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VI. SOME CONCLUSIONS

Numerous difficulties can be deduced from what has been explained above, relative the organization
of Argentina’s tax system.

In the first place, the system’s initially good design should be noted. These positive aspects though,
began to deteriorate as the activities of the public sector became more relevant. In view of this: (i)
the nation gained powers which had previously belonged to the provinces, particularly in tax raising
matters, but also in what pertained to social spending (this has been the case with primary education
during the first steps of national organization), (ii) the lack of clearness regarding municipal powers
permitted that, while the nation was taking over provincial powers, these, in turn, were taking over
municipal powers™,

In this way, a state with a federal government structure (in which the provinces existed before the
nation), tended to become more centralized. With this came the reduction of benefits inherent to a
decentralized regime relative to resource allocation. Essentially, as a consequence of the fact that the
demand for public and meritorious goods do not express the real wants and needs of citizens,
because the provision of these public goods are financed, fundamentally, through taxes imposed and
collected by the nation, whose obligations are not clearly perceived. It follows that this system
suffers from a very low level of correlation of revenues to expenditures and accountability.

The transfers of expenditure obligations from nation to province which has occurred (with some
interruptions) through a large part of the nation’s history, and which was very important in the early
years of the present decade- deepened the already considerable imbalance- since pari passu with the
decentralization of functions, the nation did not cede any of its tax raising powers. In more recent
times (as in previous stabilization plans), the mechanism of federal revenue sharing was affected by
the assignation of part of the regime’s funds to other destinations. The objective of these measures
were to reduce the provincial imbalances but also to cover the lack of financing of the pension
system. The result was the restriction of funds distributed in primary coparticipation.

The system of fund transfers (determined by federal tax coparticipation, which is based on direct
rather than conditional transfers which fluctuate with the economic cycle) favors a set of perverse
behaviors. For example, neither sub-national nor the national government have an incentive to
collect taxes. In the first case because these transfers can be used to pay for expenditure or if not, to
use debt mechanisms during periods of imbalance. In the second, this is due to the fact that a large
part of the effort made to collect taxes is only directed to the financing of provincial and municipal
expenditure. The result then, is the increasing necessity to finance the whole of the public sector

,:4;5”03' example, in 1948, the provinces had delegated the power of collecting the gross revenues tax to their municipalities.

.\‘ﬂowever, the amplification of national government tax raising powers led the provinces to reassume this function. To

'‘compensate for this, the provinces allowed the municipalities to charge an “Inspection Fee for Commercial Security and
Hygiene”.
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together. In this context, the nation’s efforts to reduce its expenditure, does not produce an
exemplary effect on the lower levels of government since there are no mechanisms forcing them to
adopt similar strategies.

The Argentine tax sharing system generates, as far as macroeconomic policy-is concerned, the loss
of central government controls over stabilizing policies. The acquiring of debt by the lower levels of
government is favored by the regime’s design. Argentine provinces are not restricted when
acquiring debt, since they can use future funds transferred to them through this regime as guarantees
(collateral). It is probable that the nation would provide funds to prevent provinces from falling into
bankruptcy, even if these funds are not part of the coparticipation regime.

The basic objective of a transfer mechanism, which is to serve the income distribution policies
implemented by the central government, is not covered, either under the present system. It has been
demonstrated that the regime is not aimed at improving the personal distribution of income, be it
through financing a minimum level of per capita public expenditure or trying to equalize the tax
bases. Rather, this distribution only serves to benefit determined provinces at the expense of others,
since rich citizens in poor provinces are being subsidized by poor ones in rich provinces.

It is very important to note, as has already been mentioned, that the coefficients of the secondary
distribution established by the present co-participation law, only responds to political arguments
from 1985/87 in which no explicit federal co-participation regime existed. Later on, the established
pre-coparticipations modified these shares by only showing the existing political framework.

The passing of a new federal coparticipation law -expected in the constitutional reforms of 1994-
will probably permit an improvement in the regime’s redistribution criteria. Nevertheless, it is
probable that the essence of the system will not change (dependence on procyclic taxes, based on
automatic and non conditional transfers). Under these hypothesis, the difficulties created for macro-
economic stabilizing policies, scarce fiscal accountability and a low level of fiscal correlation will
continue.

It is clear that these indicators could be improved if within the criteria established for assignment of
funds through secondary distribution, elements such as good fiscal performance at the provincial
level are included. One enormously important element necessary for this to occur is the provision of
frequent and high quality information as well as auditing mechanisms and controls in addition to
the periodic review of results relevant to the chosen criteria.

DOCUMENTO DE TRABAJO N° 83 29




OECENTRALEBATIONINTER GOVERNIVENTAL ASCAL FEL ATONS ANDVIACFOECONCOIVIEGOVERNANCE

BIBLIOGRAPHY

™

Alberdi, J.B. 1853. Bases y puntos de partida para la consolidacion politica de la Republica Argentina.
Buenos Aires, Argentina.

Anales de la legislacion argentina. Ed. La Ley. Several numbers.
Atkinsc;h, A.y Stiglitz, J. 1980. Lectures on Public Economics. Mc Graw Hill.
Bid. “Fiscal Decentralizacionl”. 1994 Report.

Bara, R. y Barbero, A. 1991. "Defensa de una propuesta de federalismo fiscal". XXIV Jornadas de Finanzas
Publicas. Facultad de Ciencias Econdmicas, Universidad Nacional de Cérdoba, Argentina.

Bertranou, F. 1993. Descentralizacion fiscal en Argentina desde una perspectiva local: el caso de la provincia
de Mendoza. Santiago de Chile: CEPAL.

Bullit Goii, E. 1995. “Algunas consideraciones sobre la coparticipacion federal y la reforma constitucional de
1994, 3er. Congreso tributario organizado por el Consejo Profesional de Ciencias Econémicas, Tandil,
Argentina.

Cavallo, D.F., Montero y Olivieri. 1978. "Distribucién de recursos fiscales nacionales entre provincias y
municipalidades. Una evaluacidn sobre la equidad de los criterios de reparto". Revista Estudios.

National and provincial constitutions
Daicoff, C. Fall 1990. "The State and Local Bond Rating Process". Intergovernmental Perspective.

~

Flood, C. y Harriague, M. 1993. "El gasto publico consolidado." Documento de Trabajo, GP/01. Secretaria de
Programacion Econémica, Ministerio de Economia, Buenos Aires, Argentina.

Flood, C., Harriague, M., Gasparini, L. y Vélez, B. 1994. “El gasto publico social y su impacto distributivo™
Secretaria de Programacion Econdmica, Ministerio de Economia, Buenos Aires, Argentina.

Fundacioén de Investigaciones Econdémicas Latinoamericanas. 1991. El sistema impositivo argentino. Buenos
Aires, Argentina: Editorial Manantial.

. 1993. Hacia una nueva organizacion del federalismo fiscal en la Argentina. Buenos Aires,
Argentina.

Fundacién de Invetigaciones Econdmicas Latinoamericanas - Consejo Empresario Argentino. 1991. Argentina.
La reforma econdmica 1989-91. Buenos Aires, Argentina: Editorial Manantial.

Gold, S. March 1991. "Changes in State Government Finances in the 1980s". National Tax Journal.

i
b
L

DOCUMENTO DE TRABAJO N° B3 ao




CECENTRALEATENNTERGOVERNIVENTAL ASCAL FEL ATENS ANDIVIACRCECONCOIVICGOVERNANCE

e Gonzéilez Cano, H. 1991. "El federalismo fiscal y la descentralizacion tributaria”. National Tax Collection
Agency Bulletin.

e Hewitt, D. y Mihaljek, D. 1992. "Fiscal Federalism". In V. Tanzi. Fiscal Policies in Economies in Transition.
Washington, D.C.: IMF.

¢ Hovey, H. 1990. "State and Local Tax Policy: Looking Ahead." Intergovernmental Perspective.

o Instituto Nacional de Estadistica y Censos. Statistical Annual Report. Several numbers. Buenos Aires,
Argentina.

o —————— 1993. Hogares con necesidades bdsicas instatisfechas 1980-91. Buenos Aires, Argentina.

¢ International Monetary Fund. Seminar on Fiscal Federalism. Synthesis of exposed works. Buenos Aires,
December 1996.

¢ Kenyon, D. y Kincaid, J. 1991. "Competition among States and Local Governments. Efficiency and Equity in
American Federalism". Washington D.C., The Urban Institute Press.

e Kenyon, D. y Zimmerman, D. 1991. "Private-Activity Bonds and The Volume Cap in 1990".
Intergovernamental Perspective.

e Krauze-Junk, G. y Muller R. 1993. “Fiscal Decentralization in Selected Industrial Countries”. Regional Project
on Fiscal Decentralization. CEPAL-GTZ. Santiago de Chile.

o Laffont, J. And Tirole, J. 1993. “A Theory of Incentives in Procurement and Regulation”. The MIT Press.

o Le Cacheux, J. 1990. "Accountability Issues in Local Public Finance". Annual Conference for fiscal studies.
Trinity College, Dublin.

o Leyes Orgdnicas Municipales y de Coparticipacion a Municipios de las Provincias Argentinas.

e Libonati, O. y Salinardi, M. 1994. "Propuesta para un sistema tributario federal". Convenio Facultad de
Ciencias Econdémicas-Ministerio de Economia de la Provincia de Buenos Aires, Argentina. Chapter III.

e Linares Quintana, S. Tratado de la Ciencia del Derecho Constitucional.

e — 1994, “La descentralizacion fiscal en América Latina. Los casos de Argentina, Chile,
Colombia y Pert”. Serie Documentos de Trabajo N°188. Washington D.C.

e — —— 1996. “Descentralizacion fiscal y politica macroecondmica”. Serie Politica Fiscal. Proyecto
Regional de Descentralizacion Fiscal. CEPAL-GTZ. Santiago de Chile.

e Macon, J. 1985. Las finanzas publicas argentinas. Argentina: Editorial Macchi.

o — 1987, Federalismo y descentralizacion fiscal en Latinoamérica. Buenos Aires, Argentina:
CIEDLA.

. ;‘,;Marienhoff, M.S. Tratado de Derecho Administrativo.

L

DOCUMENTO DB TRABAJO N® 53 31




DECENTRALBATENNTERGOVERNIVENTAL FSCAL FELATENS ANDMVIACROECONOIVICGOVERNANCE

e Moc Cleary, W. 1989. "Earmarking Government Revenues: Does it Work?". PPR Working Paper Series. Banco
Mundial.

¢ Ministerio de Economia, Provincia de Buenos Aires. Abril 1996. Cuadernos de Economia N°15. Estudio sobre
Finanzas Provinciales y el Sistema de Coparticipacion Federal de Impuestos.

e Musgrave, R. y Musgrave, P. 1980. Public Finance in Theory and Practice. Mc. Graw Hill.
¢ Nuiilez Miflana, H. 1983. Finanzas publicas. Argentina: CECE.

e Nufiez Miflana, H. y Porto, A. 1983. Distribucion de la coparticipacion federal de impuestos, andlisis y
alternativas. Buenos Aires, Argentina: Consejo Federal de Inversiones,

e —  "Efectos de la reforma tributaria nacional de 1980 sobre las finanzas provinciales". X7V
Jornadas de Finanzas Publicas. Facultad de Ciencias Econdmicas, Universidad Nacional de Coérdoba,
Argentina.

e Owens, J. 1989. "Financing Lower Tiers of Government. A European Perspective". International Tax Review.
¢ Poncio, R. 1986. "Coparticipacién municipal”. CFI, Buenos Aires, Argentina. Documento mimeografiado.
e Porto, A. 1990. Federalismo fiscal. El caso argentino. Instituto Torcuato Di Tella. Argentina: Editorial Tesis.

o — ———— 1988a. Coparticipacion federal de impuestos y otros aportes (explicitos e impliticos) del
gobierno nacional a los gobiernos locales. Argentina.

o —  1988b. Coparticipacion federal de impuestos. Resultados sobre distribucion secundaria,
redistribucion territorial y sugerencias para un replanteo. Argentina.

¢ ——————— 1993. "Tamaiflo del sector publico, descentralizacién y forma de financiamiento. Algunas
relaciones. Teoria y aplicaciones". Revista Estudios. Argentina.

o — — Marzo 1995. “Federalismo fiscal en la Argentina. Evolucién y perspectivas”.

e Porto, A. y Sanguinetti, P. 1993. "Descentralizacion fiscal en América Latina: el caso argentino". Serie Politica
Fiscal N°45. Proyecto Regional de Descentralizacion Fiscal. CEPAL-GTZ. Santiago de Chile.

e ——— 1996. “Las transferencias intergubernamentales y la equidad distributiva: el caso argentino.
Serie Politica Fiscal N°88. Proyecto Regional de Descentralizacion Fiscal. CEPAL-GTZ.Santiago de Chile.

¢ Prud’homme, R. 1994. “On the Danger of Decentralization”. PRWP. World Bank.
e Raimondo, H. 1992. Economics of State and Local Governments. New York: Praeger.

o Remes Lenicov, J. Abril 1995. “La coordinacion fiscal entre la nacién y las provincias”. 3er. Congreso
Tributario organtzado por el Consejo Profesional de Ciencias Econémicas, Tandil, Argentina.

o Rosen, H. 1988. "Fiscal Federalism". Quantitative Studies. The University of Chicago Press.

i)

. 1988. Public Finance. 2nd. Edition. Irwin.

DOCUMENTO DE TRABALIO N* 83 a2




DECENTRALEBATIONNTERGOVERNIVENTALRSCAL FEL ATENS ANDIVIACRCECONDIVICGOVERNANCE

e Sanguinetti, P. 1990. "Intergovernmental Transfers and Public Sector Expenditures in Argentina. A Game
Theoretic Approach”. Documento mimeografiado.

e ——— 1993. "The Politics of Intergovernmental Transfers and Locai Government Deficits. Theory
and Evidence". Estudios Econémicos. Enero-Junio.

e Sereno, J. 1987. "Coparticipacion Federal". Coleccion Extension Universitaria, Serie Conferencias.
Universidad Nacional de San Luis, Argentina.

e Shah, A. 1991. "Perspectives on the Design of Intergovernmental Fiscal Relations in Developing Transition
Economies". WPS726 PRE Working Paper. World Bank.

e Snell, R. 1990. "Earmarking State Tax Revenues." Intergovernmental Perspectives.
o Stiglitz, J. 1986. Economics of the Public Sector. New York: Norton.

e Subsecretaria de Asistencia a las Provincias, Ministerio del Interior, Reptblica Argentina. Noviembre 1996.
“Coparticipacion federal de impuestos”.

e Swartz, T. y Peck, J., editors. 1990. The Changing Face of Fiscal Federalism. New York: Sharpe.
e Tanzi, V. 1992. Fiscal Policies in Economies in Transition. Washington D.C.: International Monetary Fund,

o — —— 1993. “Decentralization and the Tax Assignment Problem, Basic Issues”. Seminar on
Intergovernmental Fiscal Relations. China.

e —  ——— Mayo 1995. “Fiscal Federalism and Decentralization: A Review of Some Efficiency and
Macroeconomic Aspects”. World Bank, Annual World Bank Conference on Develompment Economies.
Washington D.C.

o Ter-Minassian, T. 1995. “Macroeconomic Issues in the Design of Intergovernmental Fiscal Relations”.

e — — 1996. “Los empréstitos de gobiernos subnacionales: problemas y experiencias
internacionales”. CEPAL. VIII Seminario Internacional de Politica Fiscal. Santiago de Chile.

e Ter-Minassian, T. Y Schwartz, G. 1996. “El papel de la politica fiscal en la estabilizacién sostenible: resultados
obtenidos en América Latina”. CEPAL. VIII Seminario sobre politica fiscal. Santiago de Chile.

Ny

DOCUMENTO DE TRABAJO N° 83 33




CECENTRALBATEN,NTERGOVERNVENTALFECAL FELATIONB ANDMACROECONDIVIEGOVERNANCE

SERIE DOCUMENTOS DE TRABAJO

1. La Fuerza de Trabajo en Buenos Aires, J. L. Bour. Diciembre 1981.

2. Encuesta sobre Remuneraciones en la Industria. Disefio Metodoldgico. J. L. Bour, V.
L. Funes, H. Hopenhayn. Diciembre 1981.

3. Algunas Reflexiones sobre el Tratamiento a los Insumos no Comerciados en el
Célculo de Proteccion Efectiva. G. E. Nielsen. Diciembre 1981.

4. Ganado Vacuno: El Ciclo de Existencias en las Provincias. M. Cristini. Junio 1982.

5. Oferta de Trabajo: Conceptos Bésicos y Problemas de Medicion. J. L. Bour. Julio
1982.

6. Ocupaciones e Ingresos en el Mercado de Trabajo de la Cap. Fed. y GBA. H.
Hopenhayn. 1982. 3 tomos.

7. La Oferta Agropecuaria: El Caso del Trigo en la Ultima Década. M. Cristini.
Septiembre 1983.

8. Determinantes de la Oferta de Trabajo en Buenos Aires. J. L. Bour. Enero 1984.

9. El Ciclo Ganadero. La Evidencia Empirica 1982-84 y su Incorporacién a un Modelo
de Comportamiento. M. Cristini. Noviembre 1984.

10.  El Impuesto a la Tierra, las Retenciones y sus Efectos en la Produccién Actual y la
Futura. M. Cristini, N. Susmel y E. Szewach. Octubre 1985.

11.  El Impuesto a la Tierra: una Discusion de sus Efectos Econémicos para el Caso
Argentino. M. Cristini y O. Chisari. Abril 1986.

12. La Demanda de Carne Vacuna en la Argentina: Determinantes y Estimaciones. M.
Cristini. Noviembre 1986.

13.  Las Encuestas de Coyuntura de FIEL como Predictores del Nivel de Actividad en el
Corto Plazo. M. Cristini e Isidro Soloaga. Noviembre 1986.

14.  La Politica Agropecuaria Comun (PAC): Causas de su Permanencia y Perspectivas
Futuras. M. Cristini. Julio 1987.

DOCUMENTO DE TRARAJO N° B3 a3a




CECENTRALBATIENNTER GOVERNIVENTALFECALFELATENSANDIVIACROECONOVICGOVERNANCE

15.

16.

17.

18.

19.

20.

21.

22,

23.

24.

25.

26.

27.

28.

Informe OKITA: Un Analisis Critico. D. Artana, J. L. Bour, N. Susmel y E.
Szewach. Diciembre 1987.

Regulacién y Desregulacion: Teoria y Evidencia Empirica. D. Artana y E. Szewach.
Marzo 1988. :

Sistema de Atencion Médica en la Argentina: Propuesta para su Reforma. M.
Panadeiros. Mayo 1988.

Investigaciones Antidumping y Compensatorias contra los Paises Latinoamericanos
Altamente Endeudados. J. Nogués. Agosto 1988.

Aspectos Dinamicos del Funcionamiento del Mercado de Tierras: El Caso
Argentino. M. Cristini, O. Chisari. Noviembre 1988.

Incidencia de los Impuestos Indirectos en el Gasto de las Familias. J. L. Bour, J.
Sereno, N. Susmel. Enero 1989.

Inversién en Educacion Universitaria en Argentina. J. L. Bour, M. Echart. Junio
1989.

La Promocién a la Informatica en la Argentina. D. Artana, M. Salinardi. Septiembre
1989.

Principales Caracteristicas de las Exportaciones Industriales en la Argentina. C.
Canis, C. Golonbek, I. Soloaga. Diciembre 1989.

Efectos de un Esquema de Apertura Econémica sobre la Calidad de Bienes
Producidos Localmente. C Canis, C. Golonbek, I. Soloaga. Marzo 1990.

Evolucién de las Cotizaciones Accionarias en el Largo Plazo. C. Miteff. Julio 1990.

Algunas Consideraciones sobre el Endeudamiento y la Solvencia del SPA. D.
Artana, O. Libonatti, C. Rivas. Noviembre 1990.

La Comercializacién de Granos. Analisis del Mercado Argentmo D. Artana, M.
Cristini, J. Delgado. Diciembre 1990.

Propuesta de Reforma de la Carta Orgénica del Banco Central. J. Piekarz, E.

Szewach. Marzo 1991.

DOCUMENTO DR TRABRAJO N* B3 a5




DECENTRALEATENNTERGOVERNIVENTALFECALFELATENB ANDIVIACROECONOIVIEGOVERNANCE

29.  El Sistema de Obras Sociales en la Argentina: Diagnostico y Propuesta de Reforma.
M. Panadeiros. Agosto 1991.

30. Reforma de la Caja de Jubilaciones y Pensiones de la Provincia de Mendoza. M.
Cristini, J. Delgado. Octubre 1991. ‘

31.  Los Acuerdos Regionales en los 90: Un Estudio Comparado de la CE92, el NAFTA
y el MERCOSUR. M. Cristini, N. Balzarotti. Diciembre 1991.

32.  Costos Laborales en el MERCOSUR: Legislacion Comparada. J. L. Bour. N.
Susmel, C. Bagolini, M. Echart. Abril 1992.

33.  Elsistema Agro-Alimentario y el Mercado de la CE. M. Cristini. Junio 1992.

34. Gasto Puablico Social: El Sistema de Salud. M. Panadeiros. Setiembre 1992,

35.  Costos Laborales en el MERCOSUR: Comparacion de los Costos Laborales Directos. J. L.

Bour, N. Susmel, C. Bagolini, M. Echart. Diciembre 1992.

36. El Arancel Externo Comun (AEC) del MERCOSUR: los conflictos. M. Cristini, N.

Balzarotti. Febrero 1993.

37. Encuesta sobre Inversion en la Industria Manufacturera. M. Lurati. Julio 1993.

38.  La Descentralizacién de la Educacion Superior: Elementos de un Programa de Reforma.

Agosto 1993.

39. Financiamiento de la Inversién Privada en Sectores de Infraestructura. FIEL/BANCO

MUNDIAL. Diciembre de 1993.
40.  LaExperiencia del Asia Oriental. FIEL/BANCO MUNDIAL. Marzo de 1994.

41.  Reforma Previsional y Opcion de Reparto-Capitalizacion. José Delgado. Junio 1994

42.  Fiscal Decentralization: Some Lessons for Latin America. D. Artana, R. Lépez Murphy.

Octubre 1994.
43. Defensa del Consumidor. D. Artana. Diciembre 1994,

44.  Defensa de la Competencia. D. Artana. Marzo 1995.

‘ "‘4:1\,

DOCUMENTO DE TRABAJO N* 53




CECENTRALBATIONNTERGOVERNIVENTALFECAL FELATONEANDMACROECONDIVICGOVERNANCE

45.

46.

47.

48.

49.

50.

S1.

52.

Encuesta sobre Inversion en la Industria Manufacturera (2da. parte). M. Lurati. Setiembre
1995.

Precios y Margenes del Gas Natural: Algunas Observaciones Comparativas. F. Navajas.
Octubre 1995. :

Las PYMES en la Argentina. M Cristini. Diciembre 1995.

El Relabanceo de las Tarifas Telefonica en la Argentina. D. Artana, R. L. Murphy, F.
Navajas y S. Urbiztondo. Diciembre 1995.

Una Propuesta de Tarificacién Vial para el Area Metropolitana. O. Libonatti, R. Moya y M.
Salinardi. Setiembre 1996.

Mercado Laboral e Instituciones: Lecciones a partir del caso de Chile. Ricardo Paredes M.
Diciembre 1996.

Determinantes del ahorro interno: El Caso Argentino. R. Lépez Murphy, F. Navajas, S.
Urbiztondo y C. Moskovits. Diciembre 1996.

Las Estadisticas Laborales. Juan L. Bour y Nuria Susmel. Junio 1997.

DOCUMENTO DE TRABAJO N 83 37










