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Entrevista a Juan Mario Jorrat

An Interview with Juan Mario Jorrat

JuaN CARLOS DE PaBLO

Titular de DEPABLOCONSULT
Universidad de San Andrés y UCEMA
depablo@speedy.com.ar

RESUMEN

Analizando su labor escrita uno encuentra economistas asociados con un
solo tema (Victor Jorge Elias, contabilidad del crecimiento) y economistas
“todo terreno” (Paul Anthony Samuelson). Jorrat pertenece mucho mas
a la primera categoria que a la segunda. Porque desde hace mas de dos
deécadas su apellido estd asociado con el seguimiento sistemdtico del ciclo
economico en Argentina, en base a la evolucion de las series estadisticas.

Palabras clave: Entrevista, Economistas, Juan Mario Jorrat.
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8 JuaN CARrLOS DE PABLO

ABSTRACT

Analyzing their written work one finds economists associated with a single
subject (Victor Jorge Elias, growth accounting) and economists "all terrain”
(Paul Anthony Samuelson). Jorrat belongs much more to the first category
than the second. Because for more than two decades his name is associated
with the systematic monitoring cycle economic in Argentina, based on the
evolution of the statistical series.

Keywords: Interview, Economists, Juan Mario Jorrat.

Juan Mario Jorrat nacié en Tucuman, el 11 de noviembre de 1946.
En 1970 se recibi6 de contador publico nacional, en la Universidad Nacional
de Tucuman (UNT), completando sus estudios de economia en la Ohio State
University, donde obtuvo el Master of Arts en economia en 1974. Desarrolld
su actividad docente en la UNT. En la actualidad preside la Asociacion Ar-
gentina de Economia Politica (AAEP).

Analizando su labor escrita uno encuentra economistas asociados
con un solo tema (Victor Jorge Elias, contabilidad del crecimiento) y eco-
nomistas “todo terreno” (Paul Anthony Samuelson). Jorrat pertenece mucho
mas a la primera categoria que a la segunda. Porque desde hace mas de 2
décadas su apellido estd asociado con el seguimiento sistematico del ciclo
econdmico en Argentina, en base a la evolucion de las series estadisticas.

La conversacién comenzo personalmente en Buenos Aires, y continud
a través del correo electronico.

¢;Como es tu entorno familiar, nivel de vida, etc.?

Naci en San Miguel de Tucuman, en una familia de clase media
con recursos modestos, con muchas aspiraciones pero también con muchas
limitaciones. Mi papa era viajante de comercio, no estoy seguro de que tu-
viera estudios secundarios completos; mi mama era profesora de piano, pero
fundamentalmente ama de casa. Mi papa era hijo de inmigrantes libaneses,
primera generacion nacida en Argentina, con su madre y hermanas hablaba
arabe. Mi madre era de varias generaciones en el pais, de origen diverso
(suizo, italiano, etc.), sufria una deformacidon congénita de las corneas de
ambos ojos que limitaron su vision y su vida. No teniamos auto y mis padres
recién pudieron comprar un departamento poco antes de terminar la escuela
primaria. Tengo un solo hermano, menor que yo, que es ingeniero quimico.
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ENTREVISTA A JUAN MARIO JORRAT 9

A pesar de las limitaciones econdmicas, en casa se respiraba un am-
biente con abundantes valores que nos marcaron, a mi hermano y a mi, de
por vida. Los valores siempre presentes, leidos en la vida diaria de nuestros
padres eran: 1) El trabajo como el medio y ambiente de realizacion de la
persona humana, 2) Los estudios y una profesién universitaria como una
herramienta imprescindible para ascender social y econdmicamente, 3) Im-
portancia de la formacion religiosa y humana, 4) Una intensa vida de fe de
nuestros padres, especialmente mi mama y 4) Un lugar especial en la escala
de valores para la amistad.

Nuestra parroquia estaba en la misma cuadra de la casa alquilada donde
nacimos, era una prolongacion de nuestros patios de juego y la catequesis era
acompanada de futbol, juegos y refrescos de los misioneros claretianos.

Respecto a la importancia de la amistad, recuerdo unas vacaciones
que pasamos en un pueblito de Cérdoba, acompaiiados de un intimo amigo
de mi padre que tuvo problemas con algiin gobierno de Perdn por su filiacion
comunista. El “tio Stanko” nos ensefio a jugar al ajedrez a mi hermano y a
mi a una temprana edad. Mi papa era militante en la Unidon Civica Radical
(UCR) y posteriormente en la Union Civica Radical Intransigente (UCRI),
pero el “tio Stanko” era su amigo y en casa encontro refugio a la intolerancia
politica que se desarroll6 en el peronismo.

¢;Como llegaste a la economia?

Mi padre tenia una enfermedad cardiaca cronica. Razonablemente
pensO que yo encarara estudios que tuvieran una rapida salida laboral. Por
ello cursé la escuela comercial, soy perito mercantil. De hecho, €l fallecio
cuando yo, a los trece afnos de edad, estaba cursando segundo afio del secun-
dario. Al terminar el secundario estaba seguro que me gustaban medicina y
la investigacion en medicina, pero esto hubiera requerido un afio completo
rindiendo equivalencias para recibirme de bachiller, y en casa no estdbamos
en situacion econdémica como para afrontar eso. Me apegué al plan original
de mi papa, seguir para contador publico. Posteriormente, antes de concluir
la carrera de contador, empecé a conocer y tomar cursos de la Licenciatura
en Economia de la UNT.

¢;Como era estudiar en la UNT?

Cuando ingresé a la facultad, no tenia idea de lo que era estudiar
economia. Consegui una beca, gracias a las notas que obtuve en el examen
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10 JuaN CARrLOS DE PABLO

de ingreso, lo cual me permiti6 no solamente mantenerme a mi sino también
ayudar a mi madre. Durante varios afios se me renovo la beca por cumplir con
las exigencias de aprobar cierto nimero de materias y mantener un desempeio
aceptable. Después gané el concurso de ayudantia en Estadistica, y ahi fue
como descubri a la economia. Me deslumbrd, porque tomé contacto con
algo que no habia encontrado en la carrera de contador. Algo que me recordaba
mi vocacion por la investigacion aunque no en medicina.

(Qué te deslumbro, la carrera o los profesores?

Ambas cosas. Lo tuve en Introduccion a la Economia a Manuel Luis
Cordomi y a David Koncevick; en Economia I a Victor Jorge Elias y Raul E.
Soria; en Economia II a José Antonio Cerro y Raul E. Soria; en Estadistica
Inferencial I a Eusebio Cleto del Rey; en Estadistica Inferencial II a Raul
Pedro Mentz; en Econometria I a Victor Jorge Elias; en Econometria II a
Portluri Madasunda Rao (egresado de la Universidad de Chicago); en las
Teorias de Precios a Codomi y a Elias; en las Teorias Monetarias a Raul E.
Soria; etc. Me deslumbrd la presentacion de la realidad, mejor dicho, de los
elementos mas importantes de la realidad, bajo la forma de modelos y el
poder predictivo que tenia el analisis.

¢;De qué realidad hablas; de la local, la nacional o la internacional?

El andlisis aplicado a todas las realidades, dada la validez de la Econo-
mia como ciencia. Asi, cumpliendo los deseos de mi padre, terminé la carrera
de contador, pero llegué a ser jefe de trabajos practicos de Estadistica antes
de graduarme, y de ahi me volqué directamente a economia.

¢ Cuantos comparieros tenias; a quién se le ocurre estudiar economia en la
ciudad de Tucuman?

Eramos 5 alumnos. Jorge R. Marquez Ruarte, que termind trabajando
en el FMI; Jorge Saul Lizondo, también funcionario del Fondo; Luis Daniel
Yafiez, que actualmente esta en la facultad; Eduardo Jaime Kohn, que ter-
mino siendo empresario y yo. La competencia era sana, éramos un grupo
muy chico, nos llevdbamos muy bien, y teniamos estrecha relacion con los
profesores. De ese grupo, Marquez Ruarte, Lizondo y yo, continuamos los
estudios de posgrado en EE.UU.

No nombraste, entre los profesores, a Adolfo César Diz y a Victor Jorge
Elias.
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ENTREVISTA A JUAN MARIO JORRAT 11

A Diz no lo conoci como profesor, sino cuando siendo presidente
del Banco Central presenté un informe en el Instituto de Investigaciones
Econdémicas de la facultad. Elias fue mi profesor de Teoria de Precios II,
Comercio Internacional I y Econometria 1. Sus cursos fueron impactantes
y deslumbrantes. Tan es asi que en EE.UU. para rendir los exdmenes pre-
liminares para el doctorado elegi como campos Comercio Internacional y
Econometria.

¢ Todos los profesores de la UNT habian estudiado en Chicago?

Cerro habia estudiado en Minnesota, pero la mayoria habia estudiado
en Chicago.

¢ Te enseriaron economia o te lavaron el cerebro?

Ja, ja. Me ensefiaron economia. Hay 2 clases de economistas, algunos
le tienen mucho respecto a los mercados, ya que determinan los precios rela-
tivos, y otros se creen por encima de los mercados y capaces de organizar la
produccion mejor que el mercado. Claramente, pertenezco al primer grupo.

En algun momento, se te ocurrio completar tus estudios en el exterior, con-
cretamente en Ohio State University. ;A quién se le ocurre estudiar alli?

La universidad queda cerca de la ciudad de Chicago, varios de los
profesores eran egresados de alli. Gané una beca Fulbright, que gestionaba
las admisiones y la ayuda econdmica. Ohio State tenia interés en estudiantes
latinoamericanos, y particularmente argentinos. Asi que terminé alli.

¢ Qué recuerdos tenés de esa experiencia?

Un terrible dolor de cabeza, que me perseguia a cada instante. Fui al
servicio médico de la universidad, y el médico me dijo: “no se preocupe, la
jaqueca se le va a pasar en el momento en que comience a sofnar en inglés”.
Dicho y hecho, un dia me ocurrid y los dolores de cabeza desaparecieron
como por arte de magia.

Como estaba soltero, vivia en una residencia para estudiantes gra-
duados, me desempefaba como ayudante estudiantil y de investigacion y
en los recesos entre trimestres trabajaba en las oficinas del dormitorio. El
dormitorio para graduados era un edificio de 14 pisos con forma de T, con
460 cuartos individuales con bafo y 22 cuartos dobles con bafios.
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12 JuaN CARrLOS DE PABLO

Como estudiante graduado tenia una oficina en el edificio del Depar-
tamento de Economia, la Biblioteca Central y la oficina del Departamento
de Economia estaban abiertas hasta los dias domingos, practicamente nunca
cerraban.

El invierno era muy frio, con mucha nieve y resbalones. Pero todo
estaba estructurado para poder estudiar cuantas horas uno eligiera.

Como egresado de la UNT, supongo que estabas bien preparado técnica-
mente, aunque tuvieras problemas idiomaticos.

Efectivamente. En las universidades americanas habia que rendir
los exdmenes core y los prelims. El primer core que rendi, microeconomia,
fallé. El asesor académico me dijo: 'no se preocupe, usted tiene un problema
de adaptacion'. Tomé luego el de macroeconomia, y también aprobé¢ el de
econometria. Volvi a rendir el de microeconomia, y ya no tuve problemas
con la lengua. Todos los examenes core los pas¢ a nivel de PhD.

Posteriormente, por la gran influencia de la formacion en Tucuman,
elegi los campos de Comercio Internacional y Econometria para los exdmenes
preliminares para el doctorado, aprobando ambos a nivel de PhD.

¢ Qué profesores te impactaron, en Estados Unidos?

Me impact6 el japonés Tatso Kouzumi, que ensefiaba Microeconomia,
con mucha claridad pero llevada con gran nivel. También cursé con ¢l Teoria
del Equilibrio General. Disfruté sus cursos muchisimo.

También fue importante el profesor de Comercio Internacional Ed-
ward Ray, posteriormente Jefe del departamento, con quien tomé el curso
de Comercio parte real. Me resulta dificil identificar influencias separadas,
tomé 18 cursos en 6 trimestres, incluidos los de verano. Si bien 2 fueron de
inglés, el resto fue especifico: economia y estadistica.

En el area cuantitativa, estadistica particularmente, yo traia suficiente
formacion de Tucuman (el primer curso que Diz dicté en Tucuman fue el
de estadistica inferencial, porque la consideraba esencial para cualquiera
que pretendiera hacer investigacion). Entonces me sugirieron que fuera a
tomar cursos en el Departamento de Estadistica. Tenia muchos compaifieros
japoneses. En la puerta del instituto habia una frase que decia “lasciate ogni
speranza, voi ch'entrate”. La lei y me largué a reir. El profesor japonés me

REVISTA DE EcONOMiA Y EsTaDisTicA | VoL. LIT | N° 1| (2014) | pp. 7-21 | ISSN 0034-8066 | e-ISSN 2451-7321



ENTREVISTA A JUAN MARIO JORRAT 13

preguntod por qué me reia, yo le respondi que por lo que decia el cartel.
Entonces me pregunto: ;qué dice? Con mi precario inglés le expliqué que
decia “dejen afuera toda esperanza los que traspongan esta puerta”, y que
era una ironia extraida de la Divina Comedia del Dante.

Es un hecho que regresaste a Tucuman. ;jPensaste, en algun momento, en
quedarte a vivir y trabajar en Estados Unidos?

Habia aprobado todos los exdmenes y era candidato para el doctorado.
Pero en Tucuman habia quedado mi novia. Las comunicaciones telefonicas,
en ese entonces, eran casi imposibles. Una carta via aérea demoraba 14
dias. En esas condiciones revitalizamos el noviazgo. La idea era volver a
Tucuman, casarme y volver a Estados Unidos para completar el doctorado.
El hombre planea y Dios dispone. Volvi, tardé un afio en sacarle el si a mi
sefiora, como buena catalana, nos casamos, de la luna de miel vino el mayor
de nuestros hijos, postergué todos los planes sucesivamente. Posteriormente
di por terminada la etapa de mi formacion con lo hecho.

Iniciaste, entonces, tu carrera docente en la UNT.

Ensene Estadistica I y II, Econometria I y II, Teoria de los Precios
I y II, la porcion real de Comercio Internacional y en algunos afios tam-
bién dicté la parte monetaria. Ahora que tengo gente formada en comercio
internacional, asumi un nuevo desafio, una nueva asignatura del plan de
estudios, que intenta conectar la teoria con la practica de la economia. Que
se llama, precisamente, Economia Aplicada. Centrada en las series estadis-
ticas de tiempo.

Pasé por todas las etapas de la carrera docente: Jefe de Trabajos
Practicos, Profesor Adjunto, Profesor Asociado y, por ultimo, Profesor Titular,
desde 1977.

También tuve mi cuota de participacion en las tareas de direccion:
Secretario de Asuntos Académicos de la Facultad de Ciencias Econdmicas
de la UNT (1977-1980), Vicedecano de esa facultad (1980-1981) y Director
del Instituto de Investigaciones Econdomicas de la UNT (1985-1987).

Como corresponde a todo economista que se precie de tal, también
puse el hombro en la Asociacion Argentina de Economia Politica (AAEP):
Secretario (1978-1980), Vocal Titular (2004-2005 y 2006-2007), Presidente
electo (2014) y Presidente (2015-2016).
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14 JuaN CARrLOS DE PABLO

¢;Como sos, como profesor?

A los alumnos los conduzco a que razonen, en términos de mercados.
Usando las herramientas marshallianas bésicas: demanda y oferta. ;Qué es lo
que esta ocurriendo, qué genera esta serie? ;Qué es lo que estan captando estos
datos? ;Es demanda u oferta, es equilibrio? Explico en clase los principios,
pero no planteo las grandes demostraciones, que las pueden encontrar en
los manuales. Quiero que ellos mismos vayan desarrollando la capacidad de
aplicacion y maduracion del conocimiento, mediante exposiciones a datos
reales.

Siempre pensé qué dificil debe ser trabajar como maestra primaria, en un
pueblo chico. Porque tenés que bochar a los alumnos que no saben, pero
después te encontrds con los padres en el supermercado. Tucuman no es un
pueblo, pero... jAlguna vez te corrieron por la calle?

Ja, ja. No, al contrario, mi experiencia es al revés. Tuve un conjunto
de estudiantes sudamericanos, becados por la fundacion Francisco Marro-
quin, que vinieron a la UNT a completar su licenciatura en economia. Yo
los agarraba con Precios I y Il y los hacia zapatear. Porque eran demasiados
ejercicios, mucho estudio, para el ritmo al cual estaban acostumbrados.
Teoria de Precios I, basicamente microeconomia, era una materia optativa
dentro de la carrera de contador. Yo les recomendaba a los estudiantes de
contador que no perdieran el tiempo tomando el curso, porque lo iban a
abandonar a las pocas semanas, dado que no estaban acostumbrados al ritmo
de estudio requerido por el curso. Afios después me escribieron diciéndome
que se habian casado, que habia tenido hijos, y me agradecian toda la pre-
sidén que les habia puesto, porque les habia servido en la vida, no solamente
para madurar sino también para crecer profesionalmente.

Yo me acuerdo muy bien de los maestros y profesores que tuve, que fueron
exigentes. Porque en un curso no solamente se trasmiten conocimientos,
sino que el profesor ayuda al alumno a formar su voluntad, adquirir disciplina,
sentido de la responsabilidad, etc.

En la primera clase de cada uno de mis cursos, de manera informal,
les explico a los alumnos que vivimos en democracia, pero que no todo
puede funcionar de manera democratica. La catedra est4 organizada de ma-
nera autocratica, es decir, que en la catedra se hace lo que yo mando, como
profesor titular, porque tengo el mejor criterio para saber qué es lo que les
conviene mas a los alumnos. De la misma manera que la familia estd organi-
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ENTREVISTA A JUAN MARIO JORRAT 15

zada de manera autocratica, y que en mi casa invariablemente se hace lo que
dispone mi esposa (risas). Después pasamos a diferenciar entre stock y flujo,
variable nominal y real, constante y variable, etc., es decir, herramientas.

La profesion te conoce, principalmente, por tu labor de seguimiento y andlisis
de las series de tiempo, para identificar las etapas de los ciclos economicos.
;Como llegaste a eso?

Desde mi regreso de Estados Unidos me desempefié como el nexo
entre la investigacion de la Facultad en Economia y Estadistica y el centro
de computos que pertenecia a la Facultad de Ciencias Exactas y Tecnologia de
la UNT. Eso me llevé a compenetrarme de la programacion y el manejo opera-
tivo de la computadora y a aplicar lo aprendido en mi formacion cuantitativa.

Posteriormente surge el interés en las estadisticas publicas de Ar-
gentina. Durante 1978, habia una gran discusidén en Argentina sobre como
medir la tasa de inflacion, durante el ministerio de José Alfredo Martinez
de Hoz, aparecid el indice de precios al consumidor “descarnado”. En el
gobierno surgio la necesidad de intentar mejorar el Instituto Nacional de
Estadistica y Censos (INDEC). Las autoridades se pusieron en contacto con
la UNT, particularmente con el profesor Raul Pedro Mentz, quien actud
como director de un equipo que se forma con ¢€l, como estadistico senior,
Cordomi como economista senior, Juan Carlos Abril como estadistico junior
y YO cOomo economista junior.

Trabajamos durante un par de afios, nos metimos dentro del INDEC,
conocimos sus diferentes programas, su estructura, encontramos un conjun-
to de censos cuyo procesamiento estaba muy atrasado, varios programas que
habia que mejorar, etc. Propusimos realizar una reunion, que tuvo lugar en
Ezeiza, en la cual recuerdo que participaste, donde presentamos los trabajos
que habiamos realizado y se formularon propuestas, algunas de las cuales
eventualmente se llevaron a la practica, como la creacion del Directorio del
INDEC.

Asi fue como cai en lo que habia sido mi formacién cuantitativa.
Como los sueldos de la docencia nunca resultan suficientes, terminé ya-
pando salarios en un ingenio azucarero. Con su gerente, el contador Héctor
Merlo desarrollamos un modelo de la fabrica azucarera, su flujo financiero
del ingenio, basada en diferentes tasas de interés, porcentaje de maquila, de
cafia propia y cafia comprada, etc. Siempre estuve en esos temas cuantita-
t1vos.
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En 1980, en la UNT, surgio el interés de desarrollar estudios refe-
ridos al ciclo econdmico. Particularmente estaban interesados Raul Pedro
Mentz, Victor Jorge Elias, Cordomi y yo. Se firm6 un convenio entre la
UNT, el CONICET y el Banco Central. Por el CONICET intervino Rosa
Elias, por el Banco Central Juan Arranz y después Carlos Rivas. Se consi-
guieron los programas desarrollados por el National Bureau of Economic
Research (NBER).

Se estudio la metodologia. Comenzamos a trabajar con un esquema
viejo, no paramétrico, que consistia en contar las series que mostraban
mejoras y restarles las series que indicaban deterioro; si la diferencia era
positiva estabamos bien, si daba negativa, o0jo, estibamos en recesion. Era
una técnica muy intensiva en el uso de las series, que enfrentaba la falta de
datos (algunos sectores no estaban representados) y otro problema era la
poca calidad de los datos.

Ese enfoque, jno fue criticado por Tjalling Charles Koopmans, porque im-
plica “medicion sin teoria”?

Sin embargo, es el mismo tema que Milton Friedman, premio Nobel
en economia, lo pone como uno de los estudios paradigmaticos en economia.
El de los ciclos econdmicos. Sabemos bastante poco sobre la dinamica de
los ciclos, en muchos paises a veces se los da por superados, aunque no en
el nuestro, donde recurrentemente aparecen recesiones y reactivaciones. La
evidencia mundial de la crisis del afio 2008, revivio el interés por los ciclos
econdémicos y de crecimiento.

JEn qué medida tuviste que modificar la metodologia, porque supongo que
el trasplante no fue mecanico?

En 1994 se produjo un punto de inflexiéon. En 1993 la reunién de
la Asociacion Argentina de Economia Politica se realiz6 en Tucuman. Alli
Miguel Angel Broda se contact6 con Victor Jorge Elias, para hacer resurgir
la cuestion del andlisis del ciclo econdmico. Elias le sugirié6 que tomara
contacta conmigo, como consecuencia de lo cual al afio siguiente se firmo
un convenio entre el estudio Broda y la UNT.

La metodologia habia cambiado. En 1950, a partir de una monografia
escrita por Geoffrey Moore y Julius Shiskin, se dejo de contar el nimero de
series que mejoraban y que empeoraban, para prestarle atencion a la magnitud
de las variaciones de cada serie. En otros términos, comenzaron a darse
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cuenta que lo importante era estimar el componente ciclico de cada serie.
Generaron un indice compuesto, que desde el punto de vista estadistico no
era estrictamente un indice, porque consistia en sumar series normalizadas,
para independizarlas de las unidades de medida.

En 1994 trabajamos intensamente, en la UNT se form6 un equipo
de 3 personas: Nora Carma, Claudia Hort y yo. La idea era que Claudia
finalmente iba a trabajar en el estudio Broda. Se pagd su entrenamiento en
Estados Unidos, y tuve el placer de entrar en contacto con Goofrey Moore.
Identificamos las series adelantadas, coincidentes y rezagadas para Argentina.
El calificativo de serie adelantada, coincidente o rezagada, tiene que ver con
el comportamiento de cada serie respecto al ciclo de referencia. El objetivo
consiste en generar indices compuestos de cada grupo de manera que el in-
dice coincidente describa la situacion econdémica con muy poco retraso (1 o
2 meses), que el indice lider anticipe los puntos de giro del indice coincidente
(de la economia) en -por lo menos- varios meses y el indice rezagado, que
confirme los movimientos de los otros dos rapidamente.

En 1994 Broda organiz6 una reunion con el viceministro de economia
de la Nacion, porque en marzo de dicho afio habiamos identificado un punto
de giro (maximo), sugiriendo que de ahi en més podria aparecer una fuerte
desaceleracion o una probable recesion, basada en causas internas. Mas tarde
nos golpeo la crisis mexicana y el efecto Tequila. Recuerdo que el equipo
econdmico que asistio a la reunion se mostro escéptico de nuestro hallazgo.

En 2000 se me plante6 el reto de por qué no aplicar la misma me-
todologia a nivel provincial, para paliar la falta cronica de indicadores de
Producto Brutos Geograficos provinciales y generar un indice mensual de
actividad provincial. Es asi que, en grupos que dirigi, becarios de la maestria
en economia de la UNT y alumnos de la licenciatura, desarrollaron indices
de actividad econdmica para las provincias de Tucuman, Jujuy, Salta, NOA,
Santa Fe y Cordoba

Trabajando sobre datos, te cayo un “bombazo”, cuando el INDEC comenzo
a dibujar sus estimaciones. ;Qué hiciste?

Ja, ja, ja. Estamos hablando de enero de 2007, la introduccion de los
datos en la base de datos del proyecto de ciclo econémico de Argentina la
hacia yo personalmente. ;Qué pasa con el indice de precios al consumidor?
me pregunté. No me gusta. En aquel momento tenia una relacion muy fluida
con Abel Viglione, de FIEL, gran amigo a quien le tenia mucho aprecio.

REVISTA DE ECcONOMiA Y EstaDistica | VoL. LIT | N° 1] (2014) | pp. 7-21 | ISSN 0034-8066 | e-ISSN 2451-7321



18 JuaN CARrLOS DE PABLO

Dije: “esto no puede ser”. Entonces le presté atencion al indice de precios
mayoristas, y empalmé las series de los 2 indices. Después de algunos meses,
epa, también se comenzo a frenar el aumento de los precios mayoristas.
Entonces fui a buscar la estimacion del costo de la construccion, pero al
tiempo también aparecieron estimaciones raras.

Entonces Abel me paso los indices de precios que estimaban una
evaluadora, mucho mas en linea con lo que ocurria con el aumento de la
base monetaria, los precios y la actividad. Mas tarde aparecio el indice de
precios Congreso, que es el que seguimos utilizando, y que espero no lo
discontintien, hasta que sepamos qué va a pasar con el INDEC.

A proposito de lo que puede llegar a ocurrir con el INDEC, en algun momento
—junto a profesores de otras universidades publicas- te convocaron para que
“bendijeras” lo que estaban haciendo, y les enviaste un informe técnico.

Me llam¢ primero el decano de la facultad, adelantdndome que me iba
a llamar el rector, para que le diera una mano al INDEC. Lo cual claramente
no me interesaba. El rector me invit6 a viajar a Buenos Aires, sin ninguna cla-
se de compromiso. 'Anda a verlo al ministro Boudou, habla con toda tranquili-
dad y después decime y vemos'. Mandaba el rector, asi que tuve que obedecer.

Fui, curioso, yo ni siquiera sabia que Boudou se llamaba Amado. Me
referi a €l como 'sefior ministro', y ¢l me dijo: 'No, no, profesor, Amado', lo
que generd en mi una confusion. Una vez que se clarificd la confusion le
pregunté: ';esta dispuesto a meter el cuchillo hasta el hueso?', 'Si, profesor,
adelante, adelante, adelante', me contesto.

Volvi a Tucuman, hablé con el rector, y le dije que habia aceptado,
pero con condiciones. Primera: no acepto ninguna presion. Segunda: yo tengo
el poder para dar el portazo y retirar a la UNT, porque en algin momento lo
voy a tener que utilizar. Y tercera: éste es un trabajo en equipo, rentado, de
manera que vos tenés que pedirle el dinero al Ministerio de Economia de la
Nacidn, para financiar el trabajo.

¢;Como encaraste el trabajo?

Siempre pienso en términos de equipo, estoy acostumbrado a trabajar
de esa manera. Mentz no acept6 colaborar. Consegui a la doctora en estadistica
Viviana Lencia, Jesis Gutiérrez como estadistico junior, José Bercoff eco-
nomista junior y yo como economista senior. Especialmente en lo referente
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a INDEC, la interdisciplinariedad es muy importante, particularmente con
estadisticos.

Como habia anticipado, en algin momento tuve que dar el portazo,
porque necesitdbamos informacion interna del INDEC para poder realizar
el trabajo; de lo contrario nos retirariamos. A raiz de lo cual en el 2010 la
directora del INDEC viajé a Tucuman, con la informacién, que obviamente
utilizamos guardando el secreto estadistico.

En base a esto realizamos un informe relativamente amplio de 120
paginas, que presentamos ante el ministerio, ya que la UNT pretendia co-
brar nuestros honorarios al ministerio. Yo presenté el informe al resto de las
universidades para que se lo utilizara como trama donde cada una pueda
insertar sus contribuciones. Asi surgié en informe del Consejo Académico
de Evaluacion y Seguimiento de INDEC (CAES-INDEC).

¢ Qué hizo el gobierno nacional con el informe?

Directamente, nada. Aunque de manera informal el informe llego
al Congreso, porque algunas iniciativas parlamentarias estan basadas en él.

Mas alla de todos estos avatares, ;jcomo se pueden consultar los resultados
de tus trabajos sobre ciclos; son de acceso libre y gratuito?

Todavia estoy esperando el apoyo de la UNT para formar un equipo
con permanencia que pueda mensualmente presentar los resultados y publi-
carlos en la Internet. La informacion sobre la coyuntura tiene vida muy corta
y ademas goza de la naturaleza de un bien publico: el consumo de alguien
no va en desmedro de que otro lo pueda consumir. La preparacion de los
recursos humanos es muy especializada pero en general el problema que
tengo es la gran rotacion de personal, siendo mas atractivo para los jovenes
el sector privado o el gobierno que el universitario.

Estoy evaluando otras alternativas para que se autofinancie como ser
subscripciones a una newsletter sobre el estado de la economia. De todos los
esfuerzos realizados, la Bolsa de Comercio de Santa Fe contintia publicando
mensualmente el Indice Compuesto de Actividad de Santa Fe (ICA-SFE).

Personalmente creo que es un proyecto valioso, espero poder hacerlo
autosustentable antes que yo pase a mejor vida. Representaria una enorme
pérdida de conocimientos y datos. Pero el mercado tiene la Gltima palabra.
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Junto a esta actividad académica, sos actualmente el “zar” de la Asociacion
Argentina de Economia Politica. Conta tu experiencia.

Quien preside la AAEP, como vos sabes porque ejerciste la presidencia,
no es un zar sino por el contrario, es un servidor de los que trabajan por la
Asociacion. Le tengo mucho aprecio a la institucion, desde el momento en
que Eusebio Cleto del Rey me presiond, cuando volvi de Estados Unidos,
para que comentara un trabajo. El autor de la monografia era nada menos
que Fausto Toranzos, y entre los presentes estaba nada menos que Julio
Hipolito Guillermo Olivera. Fue muy shoqueante para mi, pero un estimulo
valioso. Quiero que los jovenes puedan seguir teniendo esos sentimientos.

La AAEP siempre estuvo conectada con la actividad académica, con
la busqueda de la verdad y la comunicacidon de esa verdad a la sociedad,
empezando por los economistas, porque son quienes mejor entienden lo que
hacen los otros economistas.

Para mi trabajar en la Asociacion implica llevar a la practica lo que
pide el Papa Francisco, una manifestacion de amor al projimo. Generar un
lugar para que los jovenes puedan presentar sus proyectos de investigacion,
tan queridos por ellos, recibir comentarios para que los intenten mejorar, y
de alguna manera establecer un dialogo intergeneracional, que enriquece no
solamente a los jovenes sino también a los viejos. Es un &mbito educativo,
formativo, espectacular.

Comparto, particularmente, lo de didlogo intergeneracional. La primera
reunion a la que asisti fue a la que se hizo en Mendoza, en 1965. En aquel
momento mirabamos a las “vacas sagradas”, pendientes de lo que hacian
y decian. Bueno, ahora nosotros somos las “vacas sagradas” y estamos en
posicion de devolver lo que alguna vez recibimos.

Efectivamente. Un dia le hice un comentario a una joven, que se me
acercO y me preguntd sobre ciclos econdomicos, tema que me fascina. Con
el tiempo me llego6 el comentario —a través de mi hijo- de lo agradecida que
estaba la chica, que la conversacion le habia resultado muy util, y que se
habia quedado impactada por mi franqueza y apertura.

Esto es una caracteristica de ser profesor universitario. Porque uno
es profesor universitario por vocacion, mas que por razones economicas.
Como comentamos con mi cardidlogo, también profesor universitario,
ocurre que estamos tocando la inteligencia de los seres humanos, estamos
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cincelando su desarrollo personal y profesional, es una manera de ser padre
en una dimensidn que nos hace un poco mas semejantes a Dios.

Ya que hablamos de parentescos, hace tiempo inventé la figura del “tio” y
el “sobrino” obviamente que postizos. Me auto titulo sobrino de quienes
fueron mis profesores, con los cuales desarrollé interaccion y amistad a
lo largo de décadas,; y me auto titulo tio de los economistas menores de,
digamos, 60 arnos. La otra cosa que me encanta de ambitos como el de la
AAEP es que no hay generales ni soldados, sino presentaciones, comenta-
rios, analisis, etc., al servicio de la verdad. Y discutimos fuertemente, sin
afectar la amistad.

Asi es “tio”. Y estamos trabajando para que eso se mantenga.
Juan Mario, muchas gracias.

A vos.
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RESUMEN

El cambio demogrdfico y el envejecimiento poblacional tendran impactos
sobre el nivel de gasto publico de la Argentina, aunque no seran homogéneos
entre las funciones del Estado. De forma adicional, la existencia de un sis-
tema federal con la correspondiente division de funciones entre los distintos
niveles de gobierno, también implica que el cambio demogrdfico tendra
un impacto diferencial entre ellos. El objetivo de este trabajo es estudiar,
a partir de la construccion de perfiles etarios de los diferentes programas
publicos, los efectos del envejecimiento poblacional sobre el gasto publico
por funcion y nivel de gobierno.

Palabras clave: Envejecimiento, Cambio demografico, Federalismo fiscal,
Gasto publico, Proyecciones fiscales.

Cédigo JEL: HS, H7, J1.

ABSTRACT

Demographic change and population aging will impact on the level of
public spending in Argentina, but it will not be homogeneous among the
functions of the State. Additionally, the existence of a federal system with
the corresponding division of responsibilities among the various levels of
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government, will also implies that demographic change will induce a dif-
ferential impact on them. In this context, the aim of this paper is to analyze
the effects of ageing on public expenditure, by function and by different
government levels, starting from the construction of different age profiles in
public programs.

Keywords: Ageing, Demographic change, Fiscal federalism, Public expendi-
ture, Fiscal projections

JEL Classification: H5, H7, J1.

I. INTRODUCCION

El impacto de los cambios demograficos sobre las cuentas fiscales
se ha analizado teniendo como marco de andlisis, en general, el efecto del
proceso de envejecimiento poblacional sobre la sustentabilidad financiera de
sistemas previsionales del tipo pay as you go o de reparto. De esta forma,
estos estudios analizan el impacto sobre el gasto previsional en términos del
PIB de los cambios demograficos y la sensibilidad de dichos resultados a
cambios en los supuestos utilizados para las proyecciones (tasa de fecundi-
dad, tasa de participacion, etc.), asi como de posibles reformas paramétricas
(edad de retiro, tasa de sustitucion, requisitos de aportes), como se puede ver
en Jimeno et al. (2006), de Miguel y Montero (2004), Rother et al. (2003), o
Bertranou et al. (2000) para el caso argentino, entre otros. En menor medida,
existen trabajos que estudian el impacto del envejecimiento demografico en
las cuentas publicas del sector salud, a partir de que las personas de mayor
edad presentan un mayor gasto per capita que las personas de otros grupos
etarios (Hogan y Hogan, 2002; Ahn et al., 2003).

Sin embargo, hay otras cuestiones relacionadas con el cambio de-
mografico que no son consideradas en dichos estudios, y que registran suma
importancia. En primer lugar, si bien es cierto que un envejecimiento de la
piramide poblacional puede generar un mayor gasto publico previsional y
en atencion a la salud de los adultos mayores, también puede generar una
menor demanda de otros servicios publicos estatales, que podria, al menos en
parte, compensar la presion hacia un mayor gasto publico (ver, por ejemplo,
Denton y Spencer, 1999). En particular, una reduccion del porcentaje de la
poblacion en edades jovenes generaria una caida en la demanda de servicios
de educacion (especialmente en lo que se refiere a la educacion basica y
preescolar), y por lo tanto, del gasto en dicha funcion.
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En segundo lugar, en los paises federales existe division de funciones
entre los niveles de gobierno, lo cual implica que el impacto de los cambios
demogréficos puede ser asimétrico entre ellos. En la medida que uno de los
niveles de gobierno concentre funciones cuyas erogaciones estén dirigidas
principalmente hacia la poblacién adulta mayor, mientras que otro de los
niveles de gobierno lo haga en aquellas destinadas a los nifios y adolescentes,
como es el caso argentino (Cetrangolo et al., 2002) el cambio en la estructura
etaria puede generar una mejor posicion fiscal en este ultimo en detrimento
del anterior.

El objetivo de este trabajo es estudiar los efectos sobre el gasto
publico de la Nacién, provincias y municipios de la Argentina del cambio
demogréfico que resulta de las proyecciones de poblacion realizadas para el
ano 2050, a partir de las erogaciones de los distintos niveles de gobierno en
2009. Para esto, se considerara que el gasto per capita por grupo etario de
las funciones gubernamentales se mantiene constante a lo largo del tiempo
en términos reales!, lo cual permite aislar el efecto del cambio demografico
sobre el gasto por finalidad y funcion, sin considerar cambios relativos en
la productividad y variacidén de precios, asi como tampoco modificaciones
en la demanda y otros factores que afectan el gasto publico. Este modelo
para realizar las proyecciones se utiliza en diversos trabajos (Miller, 2007;
Hoffman et al., 2008; Seitz et al., 2005; Seitz y Kempkes, 2007; Seitz, 2007,
entre otros).

El analisis del impacto del cambio demografico sobre las erogaciones
de los distintos niveles de gobierno implica discutir la asignacion de recur-
sos y potestades tributarias entre los mismos, particularmente, el esquema
de coparticipacion actual. De esta forma, asi como se marca la importancia
de que un régimen de transferencias de recursos tenga criterios devolutivos,
redistributivos y de incentivos, también seria necesario considerar un criterio
demografico, es decir, que los porcentajes de asignacion al nivel central y
subnacionales sean enddgenos al cambio demografico.

En la Argentina, en lo que respecta a la funcidon de asignacion, el
gobierno central tiene a su cargo la gran mayoria del gasto previsional y la
atencion de la salud de los adultos mayores (a través del Instituto Nacional
de Servicios Sociales para Jubilados y Pensionados —-INSSJP-), asi como del

1. De forma adicional, se plantearan algunas modificaciones en los pardmetros iniciales para analizar
la sensibilidad de las proyecciones ante cambios en alguno de los supuestos, siguiendo las princi-
pales modificaciones sugeridas en diversos trabajos.
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sistema de asignaciones familiares y seguro de desempleo, mientras que las
provincias, luego del proceso de descentralizacion de funciones que comenzo
en los setenta y se acelerd en los noventa, tienen una gran responsabilidad
en lo que respecta a la educacion basica y la atencion publica primaria y
secundaria de la salud. Finalmente, los municipios tienen funciones relacio-
nadas con servicios urbanos (alumbrado, barrido, recoleccion de residuos,
mantenimiento de calles, etc.) y algunos servicios sociales. De esta forma,
se espera a priori que el proceso de cambio demografico implique, en térmi-
nos relativos, un deterioro de la situacién fiscal de la Nacion con respecto a
las provincias y municipios en relacion a 2009. Por otra parte, la funcion de
distribucion del ingreso y la de estabilizacion también estdn en manos del
gobierno central, aunque en la primera de ellas puede existir cierto grado de
participacion por parte de las provincias.

Si bien hay que tener en cuenta que el cambio en la estructura etaria
puede afectar también la evolucidn de los ingresos, en este trabajo el andlisis
se concentrara exclusivamente en los gastos. Esto obedece a varios motivos.
Por un lado, la dificultad de obtener microdatos para estimar la distribu-
cion de la carga tributaria por edades. En segundo lugar, el hecho de que
la Argentina se caracterice por ser un pais centralizado en la recaudacion
de impuestos, que luego se distribuyen (en su gran mayoria) a través del
Régimen de Coparticipacion, hace que los cambios demograficos impacten
de forma similar en los distintos niveles de gobierno. Ademas, los impactos
a nivel fiscal que tiene el cambio en la estructura de la poblacidén vienen
especialmente por el lado de los gastos, y no tanto en los recursos, y esto
es especialmente cierto cuando existe concurrencia de fuentes de finan-
ciamiento entre la Nacidn y las provincias y mecanismos de igualacion de
ingresos (Seitz et al., 2005; Seitz y Kempkes, 2007; Seitz, 2007), como es el
caso argentino, donde la Nacion recauda alrededor del 85% de los recursos
tributarios, que luego constituyen la principal fuente de financiamiento para
las provincias. Sin embargo, la existencia de algunos impuestos que no se
coparticipan (como las cotizaciones a la seguridad social) y otros que son
potestad exclusiva de los gobiernos subnacionales (propiedad inmobiliaria,
automotores, ingresos brutos, entre otros), ademds de la tendencia creciente
por parte del Estado Nacional a la utilizacidon de recursos no tributarios (rentas
de la propiedad del Banco Central y de la Administracion Nacional de la
Seguridad Social —~ANSES-), podria generar un efecto asimétrico entre los
distintos niveles de gobierno, lo cual implica la necesidad de un futuro trabajo
de investigacion al respecto.
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I1. ANTECEDENTES

La literatura sobre los impactos del envejecimiento poblacional en
el gasto publico (especialmente, como se menciond, en el gasto previsional)
estéd bastante difundida por la importancia del tema a nivel econdémico, politico
y social, y en general se concentra en que el aumento de la esperanza de vida
de las personas y la menor fecundidad de las mujeres, llevan a que aumente
la poblacion pasiva con respecto a la activa, con efectos negativos sobre la
sustentabilidad fiscal (CEPAL, 2008, Jimeno et al.,2006, Magno de Carvalho,
2002, Uthoff et al., 2005, entre otros). Una poblacion mas envejecida implica
un aumento del gasto publico asociado al sistema previsional y al de salud,
al mismo tiempo que los ingresos fiscales se reducen por una menor poblacion
en edad de trabajar. Si bien el cambio demogréfico también puede implicar
un menor gasto en otras funciones (Denton y Spencer, 1999), podria no ser
suficiente para compensar los efectos adversos en términos fiscales (Her-
nandez de Cos y Ortega, 2002).

Por otro lado, la bibliografia que combina el cambio demografico
con el federalismo es bastante menor. El hecho de que los modelos demo-
graficos se hayan aplicado casi exclusivamente a proyecciones de regimenes
previsionales de reparto, que generalmente funcionan como subsistemas au-
tarquicos y con recursos de asignacion especifica (especialmente impuestos
al trabajo), es probablemente una parte importante de la explicacion.

Uno de los trabajos pioneros a nivel tedrico sobre el impacto del
cambio en la estructura demografica sobre el federalismo fiscal es el de
Echevarria (1995), que analiz6 a través de un modelo las consecuencias del
cambio demografico en las necesidades de gasto publico de los diferentes
niveles de gobierno en un contexto federal. Para ello se parte de suponer
que el gasto publico puede ser clasificado de acuerdo a los grupos de edades
de la poblacion usuaria por un lado (incluyendo programas de gasto que no
estan dirigidos especificamente a algiin grupo etario), y por el otro que los
niveles de gobierno realizan diferentes programas de gasto, por lo que el
cambio demografico afectara al gobierno federal y a los subnacionales de
distinto modo en términos de impacto fiscal. De esta forma, dicho modelo
puede ser aplicado a estudios empiricos en paises que tienen una forma fe-
deral de gobierno. Este marco teodrico seré el que se utilizara en este trabajo,
y en la seccion metodoldgica se analiza con mayor detalle el mismo.

Los trabajos empiricos que estudian el impacto del cambio demo-
grafico sobre el federalismo fiscal se concentran fundamentalmente en
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Alemania y Canada, con diferentes metodologias y objetivos. En este caso,
algunos de ellos se concentran exclusivamente en proyecciones sobre las
erogaciones del sector publico de los distintos niveles de gobierno, mientras
que otros consideran también los ingresos publicos, el resultado financiero
y la evolucion del stock de deuda publica. El fundamento tedrico de los
mismos es, basicamente, el trabajo de Echevarria (1995).

Los estudios que se concentran exclusivamente en proyecciones so-
bre las erogaciones se justifican especialmente en los casos donde existe un
sistema de distribucidon de recursos de acuerdo al método de concurrencia
de fuentes, por lo que el cambio demogréfico afectaria de forma homogénea
a los distintos niveles de gobierno. Este argumento se refuerza si se tiene en
cuenta que el mayor impacto fiscal de las modificaciones en la estructura
etaria de la poblacidn se producen sobre los gastos en comparacioén con los
ingresos (Seitz et al., 2005; Seitz y Kempkes, 2007; Seitz, 2007; Hoffman
et al., 2008).

De esta forma, podemos destacar los trabajos de Foot (1984), Rug-
geri (2000), King y Jackson (2000), Matier et al. (2001), Jackson y Matier
(2002), y de Conference Board of Canada (2002, 2004) para Canada, y de
Seitz et al. (2005), Seitz y Kempkes (2007), Seitz (2007) y Hoffman et al.
(2008) para Alemania. Finalmente, se puede agregar el estudio de Lee y
Edwards (2001) para los Estados Unidos.

Uno de las conclusiones que brinda la literatura es que no existe una
respuesta Unica relacionada con el impacto del cambio demografico en la es-
tructura fiscal federal, ya que los trabajos que toman como base del estudio a
Canada encuentran, en general, que el nivel central es el més favorecido en
términos relativos, mientras que en Alemania los mas beneficiados son los
niveles subnacionales. La respuesta a los diferentes enfoques utilizados en
estos trabajos, y la diferencia en cuanto a resultados, tiene explicacion, en
parte, en los marcos institucionales que existen en cada pais.

En primer lugar, se debe considerar el grado de centralizacion en la
recaudacion, ya que cuanto mas centralizada sea la estructura tributaria, y
por lo tanto las fuentes de recursos sean relativamente homogéneas entre
las diferentes jurisdicciones, el envejecimiento poblacional tendrd menos
efectos diferenciales sobre los diferentes niveles de gobierno. En particu-
lar, esto explicaria que los estudios realizados en Canada presten atencidon
en general tanto a los ingresos como los gastos publicos, mientras que las
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proyecciones realizadas para Alemania se concentran en mayor medida en
las erogaciones, ya que en el pais europeo la recaudacion tributaria estd mas
centralizada que en Canada (Boadway y Watts, 2004).

En segundo lugar, hay que tener en cuenta las diferentes responsabi-
lidades de gasto en cada pais. En particular, los estados canadienses tienen
mayores compromisos asociados a la provision de servicios de salud que sus
pares de Alemania, y eso explicaria el impacto diferencial del cambio de-
mografico en cada pais (Seitz et al., 2005; Seitz, 2007). Las erogaciones en
salud son muy sensibles al cambio demografico, ya que el gasto per capita
es mas elevado para las personas de mayor edad que para los mas jovenes,
y ademas se ve afectado por la innovacion tecnologica en el sector que im-
plica la aparicion de nuevos (y mas costosos) tratamientos, de forma tal que
la tecnologia es también un factor que afecta el gasto per capita (Comision
Europea, 2009). Esto ha justificado que algunos de los estudios menciona-
dos incluyeran en el analisis una proyeccion por separado de las erogaciones
de salud (Conference Board of Canada, 2002, 2004), y que en otros casos se
haya incluido un factor exo6geno de “enriquecimiento” del gasto per capita
en salud (King y Jackson, 2000; Seitz, 2007; Seitz y Kempkes, 2007).

En lo que respecta a la Argentina, no se han encontrado trabajos don-
de se haya analizado el impacto del cambio en la estructura demografica en
el federalismo fiscal, aunque si se han realizado andlisis en lo que respecta
al sistema previsional, como en Bertranou et al. (2000), Grushka (2002),
Grushka (2004) y Cetrangolo y Grushka (2008) y, de forma mas reciente,
Gragnolati et al. (2014) presentan un andlisis comprehensivo de la tran-
sicion demografica en la Argentina, que comprende los impactos sobre el
sistema de proteccion social, asi como los efectos macroecondémicos, sobre
el mercado de trabajo y las finanzas publicas. En este trabajo, se destaca que
actualmente la Argentina se encuentra en una etapa favorable desde el punto
de vista de la transicion demogréfica (bono demografico), pero que una vez
terminado, se generaran importantes desafios para las finanzas publicas para
sostener el sistema de proteccion social.

De hecho, en América Latina en general no es comun la realizacion
de proyecciones fiscales de largo plazo, con excepcion de, como se men-
ciono, las relacionadas especificamente con sistemas previsionales. En este
sentido, se pueden destacar los trabajos de Miller et al. (2008) y Miller et
al. (2011), donde se analizan el impacto del cambio demografico en paises
de América Latina y el Caribe (incluido la Argentina) sobre la evolucion
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del gasto publico en educacion, salud y jubilaciones, con una metodologia
homogénea que permite realizar comparaciones entre dicho grupo de paises.
De forma adicional, en Miller (2007) se analiza el efecto del cambio demo-
grafico en la demanda de diferentes sectores sociales en Chile.

Al respecto, hay que hacer una mencion cuando se realizan proyec-
ciones de largo plazo en paises desarrollados y paises en desarrollo. En los
paises desarrollados, el gasto per capita actual se encuentra probablemente
en una situacion de equilibrio, por lo que el supuesto de mantener el gasto
per cépita constante es consistente con esa situacion, mientras que en el caso
de los paises en desarrollo, el gasto en algunas funciones seria inferior al que
deberia sostenerse en el largo plazo?, para alcanzar niveles adecuados de
inversion en capital humano e infraestructura. Por este motivo, el supuesto de
mantener el gasto per cépita constante en término reales no seria el mas ade-
cuado, pero si es util a fines de realizar un ejercicio sobre el efecto del cambio
demografico en la situacion fiscal de los diferentes niveles de gobierno.

IT1. ARGENTINA Y EL FEDERALISMO FISCAL

Las caracteristicas actuales del federalismo fiscal en Argentina son el
resultado de un complejo desarrollo historico que exceden el alcance del tra-
bajo, pero que han resultado en la distribucion actual de funciones entre la
Nacion, Provincias y Municipios. Por este motivo, expondremos algunas de
las caracteristicas principales que hacen al sistema federal actual en el pais.

Los recursos tributarios, que son la principal fuente de financia-
miento publico en Argentina, se encuentran fuertemente concentrados en el
gobierno nacional. En 2012, la recaudacion tributaria bruta proveniente de
impuestos nacionales represento el 84,9% de la recaudacion tributaria total,
donde el principal impuesto es el Impuesto al Valor Agregado (IVA), segui-
do por los Aportes y Contribuciones a la Seguridad Social. En cambio, el
principal tributo a nivel provincial es el Impuesto sobre los Ingresos Brutos.

La estructura centralizada de los recursos tributarios contrasta con
la estructura descentralizada de las erogaciones, donde la Nacidon concentra
poco mas de la mitad del Gasto Publico Consolidado (GPC)>#; -54,2% en

2. También puede darse el caso de que algunos componentes del gasto estén sobredimensionados, como
podrian ser los subsidios destinados a energia o transporte en la Argentina.

3. Se debe tener en cuenta que la serie de GPC incluye las erogaciones del Sector Ptiblico No Finan-
ciero correspondientes a los tres niveles de gobierno, tanto presupuestarias como no presupuesta-
rias. En el caso del gasto no presupuestario se destaca el de las (continiia en la pagina siguiente)
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2009° -, mientras que los niveles subnacionales se hacen responsables de
casi el 46%. Esta situacion es clara a partir de principios de la década del
90, cuando se profundizo el proceso de descentralizacidon de la educacion
y la salud hacia las provincias y municipios. En particular, en la década
del sesenta la relacion entre las erogaciones del sector publico nacional no
financiero con respecto al sector publico consolidado promedio el 72,8%,
mientras que ese valor cayo6 al 55,7% durante la década del noventa.

Estas caracteristicas del sistema federal argentino (centralizacién de
los recursos y descentralizacion del gasto) que han sido resaltadas por varios
autores (Porto, 2004; Saiegh y Tommasi, 1999; Cetrangolo y Jiménez, 2004;
entre otros), generan la existencia de desequilibrios verticales e implican
la necesidad de la existencia de un mecanismo de transferencias hacia las
provincias. En este sentido, el principal es el Régimen de Coparticipacion
que establece coeficientes de distribucion automatica entre la Nacion y las
provincias sobre la masa de recursos tributarios coparticipables, aunque
también existen otros mecanismos de transferencias automaticas (como
por ejemplo el Fondo Nacional de la Vivienda -FONAVI-) y transferencias
discrecionales. Por otra parte, las provincias también tienen regimenes de
coparticipacion hacia los municipios, establecidos en las respectivas Cons-
tituciones Provinciales y leyes vigentes.

La Nacion tiene principalmente las funciones relacionadas con la
administracion general, seguridad y defensa nacional, y servicios de la deu-
da, mientras que en lo que respecta al gasto social y al gasto en servicios
economicos, es donde se presentan facultades concurrentes entre Nacion
y Provincias. En este sentido, Cetrangolo et al. (2002) afirman que, en un
esquema simplificado, se puede pensar en la Nacion concentrada en funcio-
nes relacionadas con problemas del pasado (sistema previsional, salud en
adultos mayores, deuda), mientras que las provincias lo hacen en cuestiones
relacionadas con el futuro (salud, educacion e infraestructura).

(continua de la pagina anterior) las Obras Sociales Nacionales (OSN), computado en el gasto pu-
blico nacional en salud, pese a que constituyen erogaciones de organizaciones del sector privado
y que por lo tanto no se reflejan como gasto publico en las series fiscales de diferente tipo que
elabora la Secretaria de Hacienda del Ministerio de Economia y Finanzas Publicas. Este aspecto
no debe olvidarse a la hora de realizar conclusiones sobre la sustentabilidad fiscal del sistema.

4. (proviene de la pagina anterior) En esta serie, el gasto se imputa en el nivel de gobierno que lo ejecuta'y
no en el que lo financia, por lo que las transferencias de fondos entre niveles de gobierno se descuentan
del gobierno financiador para incluirlas en el gobierno ejecutor. Un mayor detalle de la metodologia
utilizada para la realizacion de la serie de GPC puede consultarse en http://www.mecon.gov.ar/peco-
nomica/docs/resumen_metod.pdf.

5. El aflo 2009 es el ltimo disponible de la serie de Gasto Publico Consolidado.
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En términos del presente trabajo, la Nacidon concentraria sus eroga-
ciones en los grupos etarios de mayor edad, a la vez que las provincias lo
harian en los mas jovenes. Sin embargo, la cuestion no es tan sencilla ya que
la Nacion también concentra erogaciones relacionadas con grupos de edad
jovenes (como el gasto en asignaciones familiares, tanto contributivas como
no contributivas), mientras que las provincias también tienen erogaciones
relacionadas con los adultos mayores (en aquellas que no han transferido
sus cajas previsionales, que suman un total de trece provincias).

En el Cuadro 1 se puede observar la estructura porcentual horizontal
del GPC por finalidad, funcién y nivel de gobierno.

Ademas, las funciones que tienen una mayor sensibilidad al cambio
de la estructura etaria (Prevision Social, Educacion y Salud®) representan
mas del 50% del gasto publico consolidado y el 22,4% del PIB, lo cual in-
dica la importancia que presenta la demografia en las proyecciones de gasto.
Otros programas que también son sensibles a cambios demograficos, como
la funcién Trabajo (que incluye no solo a programas de empleo y seguro
de desempleo, sino también a las Asignaciones Familiares), no representan
un porcentaje significativo del GPC (1,1% del PIB7), mientras que existen
otras que representan un porcentaje relativamente importante, pero que be-
nefician de forma pareja a los diferentes tramos etarios de la poblacion (en
este punto entran los tipicos bienes publicos puros, como Administracion
General, Justicia y Defensa, ademas de Servicios de la Deuda Publica). En
la seccion 6 se presenta una estimacion de la asignacion del gasto entre los
diferentes grupos etarios.

IV. CAMBIO DEMOGRAFICO

La Argentina esté atravesando la fase final de la transicién demogra-
fica, es decir el proceso que implica el cambio de un régimen demografico
caracterizado por fecundidad y mortalidad altas, a un régimen demografico
caracterizado por fecundidad y mortalidad bajas (CEPAL, 2004). Este pro-
ceso conduce a un aumento progresivo del porcentaje de personas de 65 y
mas afios de edad, fendémeno conocido como envejecimiento de la pobla-

6. El Gasto Publico en Salud incluye, dentro de las erogaciones del Gobierno Nacional, al gasto
de las obras sociales nacionales, que es un gasto que estd fuera de la ejecucion presupuestaria del
Estado Nacional. A fines del trabajo, se conservara dicha metodologia aunque represente un gasto
extrapresupuestario.

7. PIB base 1993.
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Cuadro 1.Estructura porcentual del Gasto Publico Consolidado por nivel de
gobierno, clasificado por Finalidad y Funcién. 2009
Estructura porcentual horizontal

Nacion | Provincias | Municipios Porcentai
FINALIDAD / FUNCION Je
% de Participacién por Nivel de Gobierno [sobre el GPC
1. FUNCIONAMIENTO DEL ESTADO 39,0% 47,1% 13,9% 16,7%
I.1. Administracion general 33,6% 38,9% 27,4% 8,4%
1.2. Justicia 31,6% 68,4% - 2,3%
1.3. Defensa y seguridad 49,5% 50,5% - 6,0%
I1. GASTO PUBLICO SOCIAL 51,2% 41,6% 7,2% 64,3%
11.1. Educacion, cultura y ciencia y técnica 22.3% 75,4% 2,3% 15,5%
11.1.1. Educacion basica 3,2% 93,2% 3,6% 9,8%
I1.1.2. Educacién superior y universitaria 74,4% 25,6% - 3,1%
11.1.3. Ciencia y técnica 95,3% 4,7% - 0,7%
11.1.4. Cultura 35,0% 65,0% - 0,4%
IL.1.5. Educacién y cultura sin discriminar 2,1% 97,9% - 1,5%
11.2. Salud 52,2% 42.2% 5,6% 14,4%
11.2.1. Atencion publica de la salud 18,3% 68,1% 13,6% 5,9%
11.2.2. Obras sociales - Atencion de la salud 68,2% 31,8% - 6,3%
11.2.3. INSSJyP - Atencion de la salud 100,0% - - 2,1%
I1.3. Agua potable y alcantarillado 46,2% 53,8% - 1,0%
11.4. Vivienda y urbanismo 2,9% 97,1% - 1,5%
I1.5. Promocién y asistencia social 31,0% 36,4% 32,6% 5,2%
I1.5.1. Promocién y asistencia social publica 19,4% 42.2% 38,4% 4,4%
11.5.2. Obras sociales - Prestaciones sociales 90,9% 9,1% - 0,3%
11.5.3. INSSJyP - Prestaciones sociales 100,0% - - 0,5%
11.6. Prevision social 79,2% 20,8% - 22,0%
IL.7. Trabajo 93,6% 6,4% - 2,6%
I1.7.1. Programas de empleo y seguro de desempleo 81,0% 19,0% - 0,9%
11.7.2. Asignaciones familiares 100,0% - - 1,7%
11.8. Otros servicios urbanos - 20,1% 79,9% 2,2%
II1. GASTO PUBLICO EN SERVICIOS ECONOMICOS 73,1% 22,8% 4,1% 13,0%
IILI.1. Produccion primaria 61,1% 38,9% - 1,5%
II1.2. Energia y combustible 90,2% 9,7% 0,1% 4,3%
111.3. Industria 44,5% 51,6% 3,9% 0,3%
II1.4. Servicios 69,7% 23.5% 6,9% 6,5%
111.4.1. Transporte 69,7% 23,1% 7,2% 6,1%
111.4.2. Comunicaciones 69,8% 30,2% - 0,3%
II1.5. Otros gastos en servicios econémicos 20,0% 63,9% 16,1% 0,5%
IV. SERVICIOS DE LA DEUDA PUBLICA 88,3% 11,1% 0,6% 6,0%
GASTO TOTAL 54,2% 38,2% 7,5% 100,0%

Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas Publicas
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cion. En general, el envejecimiento de la poblacion es una transformacion
en la estructura de edades de las poblaciones, donde aumenta el tamafio
relativo de los grupos de mayor edad y se reduce la presencia de todos los
demas, especialmente, de los que conforman la poblacién en edad de tra-
bajar. Esto significa que si las pautas de actividad no varian, cada vez mas
personas tendrian que vivir del esfuerzo productivo de menos trabajadores.

El cambio en la estructura por edades de la poblacion ocurre tanto
por una reduccion de la base de la piramide de edades (envejecimiento por
la base), debida a la caida de la fecundidad, como por un ensanchamiento
de la cuspide (envejecimiento por la cispide), provocado por el aumento de
la esperanza de vida, o caida de la mortalidad. La tendencia observada en
nuestro pais, y las proyecciones hacia 2050, confirman el envejecimiento de
la estructura demografica.

Uno de los aspectos mas importantes del proceso de cambio demo-
grafico es la caida de la tasa global de fecundidad, que en el lustro 1950-
1955 era de 3,15 hijos por mujer y que cayo a 2,63 en 1995-2000, y se
proyecta que en 2045-2050 ese numero alcance 1,85 hijos por mujer en
edad fértil. Esto, de forma conjunta con el aumento de la esperanza de vida
(80,7 anos para 2050), implica una mayor dependencia sobre la poblacion
en etapa activa y genera desafios para la sustentabilidad fiscal. En efecto,
una mayor proporcion de poblacidon adulta mayor implica un aumento del
gasto publico previsional, que justamente es el componente mas importante
del GPC (9,5% del PIB en 2009), entre otros items de las erogaciones que
son sensibles al envejecimiento poblacional.

El Cuadro 2 resume las caracteristicas del proceso de envejecimiento
demografico en la Argentina, donde se puede observar el incremento del
porcentaje de la poblacién adulta mayor sobre el total de la poblacion, con
su posible impacto fiscal.

Cuadro 2. Indicadores Demograficos, afios seleccionados

Indicadores 2010 2030 2050
Poblacion de 65 afios y mas 4.282.276 6.410.324 9.736.487
Porcentaje de personas de 65 afios y mas 10,6% 13,7% 19,5%
Porcentaje de personas de 80 afios y mas 2,6% 3,6% 5,5%
Indice de envejecimiento 42,7 66,1 112,6
Edad mediana de la poblacion 30,4 35,6 40,6

Fuente: elaboracion propia sobre la base de CELADE -. Revision 2011
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V. METODOLOGIA

Los datos que se utilizaran provienen de las series de gasto publico
consolidado y de los tres niveles de gobierno que realiza el Ministerio de
Economia y Finanzas Publicas clasificado por finalidad y funcion®, mientras
que para las proyecciones de poblacion se tomaran las realizadas por CELADE.

En este contexto, se pretenden realizar proyecciones para el afo
2050 sobre la evolucion de las erogaciones de dichos niveles de gobierno
para comparar la estructura de gastos con la actual, de forma de analizar el
impacto del cambio demografico. Para esto, se supone que la division de
funciones entre los niveles de gobierno y los programas de gasto se mantie-
ne constante. Si bien este escenario es poco probable si se tienen en cuenta
los cambios que se han producido a lo largo de la historia argentina, y que
posiblemente sucedan a futuro, es el punto de partida que se toma en las
proyecciones de largo plazo ya que permite aislar el efecto del cambio de-
mografico de cambios estructurales o coyunturales.

En el mismo sentido, se supone que el gasto per capita en términos
reales por funcion también se mantiene constante a lo largo del periodo de
proyecciones, lo cual significa que crece a la misma tasa que el PBI y la
inflacion’, a la vez que no existen diferenciales de productividad y variacién
de precios entre funciones. En principio, este es uno de los supuestos basi-
cos en la literatura, con excepcidn del area de salud donde se espera que el
gasto per capita, como consecuencia del avance tecnoldgico y la extension
de la edad de vida, crezca a lo largo del tiempo (Comision Europea, 2009).

La metodologia general que se utiliza en este trabajo sigue a Eche-
varria (1995) y Seitz y Kempkes (2007) y que, con diferentes variantes, se
utiliza en la mayoria de los estudios analizados. En primer lugar, el Gasto
Publico Consolidado (G) por funciones (f) y por nivel de gobierno (j) se
puede asignar a diferentes grupos etarios, de forma tal que:

Gf,j,t - Elf:l G(f,f,j,t) (1)

donde x representa cada grupo etario y x la edad maxima.

8. En http://www.mecon.gov.ar/peconomica/docs/resumen_metod.pdf se pueden consultar los aspec-
tos metodoldgicos referidos a dicha serie.

9. De forma complementaria, se esta asumiendo que la tasa de cobertura (especialmente en lo que
hace a la del sistema previsional y de salud) se mantiene constante a lo largo del tiempo, asi como
el resto de variables que pueden afectar la demanda relativa de las funciones fiscales (como el
nivel de formalidad laboral por ejemplo).
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Para los objetivos de nuestro trabajo, se construyen los perfiles de
gasto por edad a partir de

G(z, f, jt)
N(z,t) @)

Donde N(x,t) representa a la poblacion de edad x en el periodo ¢ y
N,= X N(z,t) s lapoblacion total.

€(£E, f:jat) =

La variable e(z,f,7,t) representa el gasto per capita en la funcion f
del nivel de gobierno j para las personas del grupo etario z, y es una de las
variables claves del trabajo. En particular, si la funcion f no es especifica de
algun grupo etario (bienes publicos puros), entonces e(x, f,7,t) sera idéntico
entre todos los grupos de edades para cada nivel de gobierno, mientras que
en el caso contrario diferiran entre si.

La ecuacién 1 puede ser reescrita de la siguiente forma:

T

G=YY Y Nat)e(. f. i G)

J=1 j=1 a=l

De esta forma, se puede realizar una proyeccion sencilla del gas-
to publico en el marco del cambio demografico, simplemente teniendo en
cuenta que e(x, f,j,t) se mantiene constante en el tiempo. Este ejercicio se
realizd en los trabajos de Seitz et al. (2005), Seitz y Kempkes (2007) y, en
una parte, en Seitz (2007).

En el presente trabajo, se partira de este escenario sencillo, y pos-
teriormente se introducirdn variantes que reflejen cambios sectoriales. En
particular, nos interesan tres modificaciones al escenario inicial. En primer
lugar, el gasto real per capita en salud ha mostrado una evolucidn creciente
a lo largo del tiempo, que refleja la aparicion de nuevas tecnologias y tra-
tamientos médicos (con mayores costos) por un lado, y también una mayor
demanda por parte de la poblacion de que el sector publico brinde cobertura
de algunos servicios de salud que tipicamente se han financiado con gastos
de bolsillo. Un ejemplo al respecto se relaciona con la reciente sancion de
la ley de fertilizacion asistida. En segundo lugar, se ha observado que la de-
manda de servicios de educacion superior se ha incrementado en los tltimos
afios, en linea con la propension de las personas a insertarse a una edad cada
vez mayor en el mercado laboral, a fin de proseguir los estudios luego de
finalizado el ciclo de educacion secundaria. Pese a que en la Argentina no se
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han observado dichos patrones entre los censos de los afios 2001 y 2010, se
espera que en el largo plazo aumente la demanda de educacion superior. Por
lo tanto, se introducirdn modificaciones en los parametros que reflejen tanto
el aumento en el gasto real per céapita en salud como la mayor demanda de
educacion universitaria. Finalmente, a fines del afio 2009 se implement6 en
la Argentina la Asignacion Universal por Hijo para Proteccion Social (AUH)
como un programa dirigido a realizar transferencias condicionadas a nifios
y adolescentes cuyos padres se encuentren desocupados o en la economia
informal. Este programa se refleja como gasto publico del gobierno nacional
en la funcion Asignaciones Familiares, pero en el afio 2009 solamente se
evidencio en dos meses del afio, por lo que a fines de que la proyeccion de
las erogaciones en dicha funcion sea correcta, debemos aplicar un coefi-
ciente de ajuste.!? El tratamiento especial que se realiza a este programa se
justifica en cuanto a la cobertura del mismo (alrededor de 3,5 millones de
nifos y adolescentes) y su impacto presupuestario (0,5% del PIB en 2012).

Por otro lado, también se presentan interrogantes relacionados con
otras funciones del Estado que podrian sufrir modificaciones en los proxi-
mos aflos, como por ejemplo las relacionadas con las politicas de cuidado de
adultos mayores, nifios menores a cuatro afios y personas con discapacidad.
Si bien no tienen una clasificacion funcional especifica, estan incluidas en
el gasto en Salud y en Promocion y Asistencia Social. Por ejemplo, en lo
que respecta a las politicas de cuidado de largo plazo de los adultos ma-
yores, el principal actor es el INSSJyP que presenta erogaciones en ambas
funciones del Gasto Publico Social. A fines de este trabajo, se supone que se
mantendran constantes con respecto al ano 2009. Un mayor analisis sobre
las politicas de cuidado a largo plazo se puede encontrar en el capitulo 7 de
Gragnolati et al. (2014).

El primer paso del trabajo sera la estimacion de la utilizacién por
edades de las diferentes funciones que realiza el Estado al afio 2009, para
calcular el perfil etario del GPC.

10. Se debe tener en cuenta que dicho programa recibid la migracion de beneficiarios de otros
programas similares existentes, principalmente del Plan Familias por la Inclusiéon Social, por lo
que en la realidad el impacto presupuestario “neto” es inferior al gasto total de la AUH. Para fines
de este trabajo, se omitira ese aspecto.
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V1. GAsTO PUBLICO POR ESTRUCTURA ETARIA

En esta seccion se estimara el gasto publico por funcion y grupo etario,
tomando como base el afio 2009, que es el Gltimo ano disponible de la serie
de Gasto Publico Consolidado. A fin de llegar a este objetivo, en primer lugar
se dividiran las funciones del Estado entre aquellas que son consumidas de
forma homogénea por la poblacidn, independientemente de su edad (el caso
de los bienes publicos puros), y las que tienen un perfil etario definido. En
segundo lugar, se estimard la demanda de servicios publicos que tienen un
perfil etario por cada grupo de edades de acuerdo a indicadores seleccionados.
Finalmente, y a partir del gasto publico por funcién y nivel de gobierno, se
establecera el costo per capita de proveer cada servicio publico a cada grupo
etario para cada uno de los niveles de gobierno, que se tomard como base
para las proyecciones.

Para estimar el consumo de los servicios publicos en funcidn de los
diferentes grupos etarios, recurrimos tanto a la utilizacion de informacion de
diferentes fuentes (principalmente el Censo 2010 y la Encuesta Permanente
de Hogares -EPH- correspondiente al IV Trimestre 2010, ambos realizados
por el INDEC) y a la deduccion de acuerdo a las caracteristicas de las funciones
utilizadas y los principales programas presupuestarios que comprenden cada
una de las funciones en las cuales se divide el GPC. De forma adicional, se
observan los supuestos utilizados en otros trabajos que abordan la misma
dinamica. Un mayor detalle sobre la utilizacion de los servicios publicos en
funcion de la estructura etaria se puede encontrar en Rottenschweiler (2013),
que es una version previa del presente trabajo.

De acuerdo a los supuestos realizados sobre la demanda de los bienes
publicos (disponibles en el Anexo) y las estimaciones de utilizacion por parte
de los diferentes grupos etarios, se presentan las estimaciones de la demanda
de los diversos sectores que componen el gasto publico, de acuerdo a su perfil
etario, en el Cuadro 3. Para este objetivo, se normalizaron los indicadores
de manera tal que se establece un valor de 1 para el grupo etario que utiliza
de forma mas intensiva el servicio publico, de forma decreciente hasta 0,
cuando dicho grupo etario no tiene participacion en el consumo del bien. Por
ejemplo, en el caso de Prevision Social, el 86,6% y el 86,4% de las personas
de 80 y mas anos, y de entre 65 y 79 afios, respectivamente, tienen al menos
un beneficio previsional de acuerdo al Censo 2010, y representan los grupos
etarios con la mayor demanda relativa de Prevision Social, por lo que los
coeficientes para los mismos tienen un valor de 1. En el extremo opuesto se
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encuentra la poblacion de 0-4 afios, con una relacion de 1,6% con respecto al
total poblacional en ese grupo, y por lo tanto con un coeficiente de 0,02. En el
caso de los bienes publicos puros, que son consumidos por todos los grupos
etarios con la misma intensidad, corresponde un valor de 1 para todos ellos.

De acuerdo a los indicadores de demanda relativa presentados en el
Cuadro 3, y en funcion del gasto publico del gobierno nacional y de los go-
biernos provinciales y municipales para el afo 2009, ademas de la poblacion
por grupo etario del Censo 2010, se realizaron las estimaciones correspon-
dientes al gasto publico funcional per cépita y por nivel de gobierno.

En primer lugar, se presenta el gasto por grupo etario de las princi-
pales funciones que, de acuerdo a la literatura, son mas sensibles al cambio
demografico. Como se habia supuesto, Educacion esta concentrada en los
grupos mas jovenes, con un maximo para el grupo entre 5-14 afios, mientras
que el gasto en Prevision Social beneficia particularmente a los mayores, en
los grupos entre 65-79 anos y 80 afnos y mas. En cambio, el gasto en Salud
es mas homogéneo entre grupos etarios, especialmente entre la poblacion de
hasta 64 afios, pero registra un incremento para los adultos mayores: el gasto
per capita del grupo entre 65-79 anos es 40,7% mas elevado que el gasto per
capita del grupo entre 50 y 64 afos, lo cual confirma la evidencia de que el
gasto en salud crece con la edad.

Grafico 1. Gasto Publico per capita por grupo etario en Educacion, Prevision
Social y Salud (afio 2009 en $ corrientes)

Salud

Educacion Prevision Social
18.000 -
16.000 -
14.000 -
12.000 -
10.000 -
8.000 -

Pesos per capita

6.000 -
4.000 -

2.000 - L
7~
0 T T T

0-45 -141 5-19  20-24  25-293  0-49

50-646  5-79 80y mas

Fuente: elaboracion propia sobre la base de INDEC, Ministerio de Economia y Finanzas Publicas.
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Los resultados presentados en el grafico 1 son consistentes con los
hallazgos encontrados en Gragnolati et al. (2014) donde, con la metodologia
de cuentas nacionales de transferencias, se encuentra un perfil etario similar
pero con niveles diferentes que se explican por la diferente metodologia, y
por el distinto afo utilizado como base para las estimaciones ya que en dicho
trabajo se considerd el afio 2010, que no esta disponible publicamente.

Las estimaciones presentadas en el Grafico 1 son importantes para
los objetivos de nuestro trabajo, ya que significa que el cambio demografico
afectara de forma distinta al gasto en las diferentes funciones, y que ademas
la division entre funciones no es homogénea entre los distintos niveles de
gobierno. Como se destaco en la seccion 111, el 77,7% del Gasto Publico en
Educacion, Cultura y Ciencia y Técnica es ejecutado por los niveles subnacio-
nales (provincias y municipios), mientras que el 79,2% del gasto en Prevision
Social estéd a cargo del Estado Nacional. En lo que respecta a salud, si bien la
division de responsabilidades es, a priori, pareja entre niveles de gobierno (la
Nacion concentra el 52,2% del gasto y los niveles subnacionales el 47,8%), hay
que tener en cuenta que el 27,9% de las erogaciones nacionales se concentran
en el INSSJP, que presta servicios de salud a los beneficiarios de prestaciones
previsionales del régimen general del SIPA y de pensiones no contributivas.

En los graficos siguientes se puede observar la distribucion del gasto
per cépita por nivel de gobierno y grupo etario del gasto en Salud, Prevision
Social y Educacion (Basica y Superior y Universitaria).!! De la inferencia de

Grafico 2. Gasto Publico per capita en Prevision Social por nivel de gobierno y
grupo etario (afio 2009 en $ corrientes)

mNacional  ®Provincial Municipal
3.000 -
2.500 -
2.000 -
1.500 -
1.000
-lddddnh
0 -
0-45 - 5-19 20-24 25-29 30-495 0-64 65-798 0y mas

Fuente: elaboracion propia sobre la base de INDEC y Ministerio de Economia y Finanzas Publicas

11. Se considero el gasto en Educacion Basica y Educacion Superior y Universitaria porque son las
subfunciones de la funcion Educacion que son consumidas por grupos etarios especificos. En
cambio, el gasto en Cultura, Ciencia y Técnica, y Educacion y Cultura sin discriminar se conside-
raron bienes publicos puros (representan solamente el 16,7% del Gasto Publico Consolidado en
Educacion, Cultura y Ciencia y Técnica).
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Grafico 3. Gasto Publico per capita en Salud por nivel de gobierno y grupo
etario (afio 2009, en $ corrientes)

H Nacional ™ Provincial

14.000 +
12.000 -
10.000 -
8.000 -
6.000 -
4.000 -
2.000 -

0-45 -141  5-19  20-242  5-29 30-49 50-64 65-79 80y mads

Fuente: elaboracion propia sobre la base de INDEC y Ministerio de Economia y Finanzas Publicas

Grafico 4. Gasto Publico per capita en Prevision Social por nivel de gobierno y
grupo etario (afio 2009, en $ corrientes)
mNacional MProvincial ® Municipal

5.000 +

4.000

3.000

2.000

1.000 - L

0 |

0-45 -141 5-19  20- 242 5-29  30-495 0-64  65-798 0y mas
Fuente: elaboracion propia sobre la base de INDEC y Ministerio de Economia y Finanzas Publicas

Grafico 5. Gasto per capita en Educacion Basica y Educacion Superior y
Universitaria por nivel de gobierno y grupo etario (afio 2009, en $ corrientes)
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Fuente: elaboracion propia sobre la base de INDEC y Ministerio de Economia y Finanzas Publicas
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estas estimaciones, se destaca que el cambio demogréfico afectaria desfavo-
rablemente al nivel nacional de gobierno.

A continuacidn se presenta la estimacion del gasto per cépita por
grupo etario y por nivel de gobierno para el gasto publico que, de acuerdo a
nuestros supuestos, se puede considerar sensible al cambio etario.

El grafico 5 muestra la concentracion que tiene el gasto publico del
gobierno nacional en los adultos mayores, mientras que los niveles subna-
cionales se concentran fundamentalmente en los nifios y adolescentes. En las
edades intermedias, la asignacioén entre Nacion por un lado, y provincias y
municipios por el otro, es relativamente mas pareja. En el caso de los grupos
etarios mds jovenes, influyen principalmente las erogaciones en Educacion
Bésica y en Atencion Publica de la Salud, donde las provincias se destacan
por su participacion, aunque Nacidn tiene un gasto relativamente importante
asociado a las Asignaciones Familiares (tendencia que se espera que sea ma-
yor a partir de la implementacion de la Asignacion Universal por Hijo para
Proteccion Social en noviembre de 2009, que se refleja solamente de forma
parcial en el gasto de dicho afio) y en Salud-Obras Sociales, lo que explica
que participe en alrededor del 30% del gasto dirigido a la poblacion de hasta
19 afios. En los adultos mayores, el principal componente del gasto, que afecta
fundamentalmente a la Nacion, es la Prevision Social, seguido por el del PAMI.

La concentracidn del gasto dirigido a los adultos mayores en la Na-
cion y el dirigido a los nifios y adolescentes en las provincias y municipios
indica que el cambio demografico afectara de forma negativa, en términos
fiscales, a la Nacion con respecto a los niveles subnacionales. En la siguien-
te seccion, se presentan las proyecciones del Gasto Publico Consolidado de
acuerdo a las estimaciones de la poblacion para el afio 2050, considerando
que el gasto per capita por funcidén y nivel de gobierno se mantiene cons-
tante a lo largo del periodo analizado, a fin de aislar los efectos del cambio
demografico de otras modificaciones que puedan presentarse.

De forma alternativa, se modificaran algunos parametros para incor-
porar posibles cambios que se produzcan a lo largo del periodo proyectado,
o inclusive, para reflejar cambios a nivel funcional que se produjeron desde
el afio 2009, y que impactan sobre el gasto actual. Por ejemplo, y como se
menciono previamente, el gasto publico nacional dirigido a los nifios y ado-
lescentes se encuentra subestimado ya que en dicho afio la implementacion
de la AUH solamente impact6 en los meses de noviembre y diciembre, por
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la distribucion actual de funciones. Para tener una idea de la subestimacion
del gasto, en el afio 2009 las erogaciones de la AUH representaron el 4,1%
del gasto presupuestario de la ANSES en Asignaciones Familiares!2, mien-
tras que en 2010 dicho porcentaje llega al 38,6%.

VI1I. PROYECCIONES

En esta seccion se presenta la proyeccidon de las responsabilidades
de gasto por nivel de gobierno en funcion de los perfiles etarios de gasto
estimados para el afio 2009. En primer lugar, se considerard una situacion
de statu quo con respecto a dicho afio (Proyeccion A), y posteriormente
se incluiran las modificaciones en los parametros indicadas en el punto vi
(Proyeccion B).

Los supuestos que se realizan, para la primera son los siguientes:

i. La poblacion se divide en nueve grupos etarios, sin discri-
minacion entre hombres y mujeres.

ii. El gasto per cépita por funcion, por grupo etario y por nivel
de gobierno se mantiene constante en términos reales a lo largo del
periodo analizado, sin que existan diferenciales en lo que respecta a
inflacion y productividad entre funciones.

iii. Se utiliza el gasto publico consolidado y por nivel de
gobierno al afio 2009 y los indicadores de demanda relativa de las
diferentes funciones realizadas para el afio 2010.

iv. La proyeccion se realiza considerando el tamafio de la po-
blacidn y la estructura etaria en el afio 2050, a los perfiles etarios del
gasto de 2009.

v. Se supone que la distribucion de funciones entre los niveles
de gobierno y los programas de gasto se mantienen constantes para el
periodo analizado.

vi. Se incorpora un coeficiente de ajuste para considerar aumen-
tos en los costos de provision de salud, el aumento de la demanda de
servicios de educacion superior y universitaria, y la implementacion de
la AUH (estas modificaciones se utilizan para la segunda proyeccion).

12. Se debe tener en cuenta que el gasto presupuestario de la ANSES no refleja exactamente el
gasto publico nacional en asignaciones familiares debido a, por un lado, la existencia del Fondo
Compensador de Asignaciones Familiares que no se registra presupuestariamente, pero si forma
parte de la serie de Gasto Publico Nacional en Asignaciones Familiares y por el otro, que el gasto
de ANSES en asignaciones familiares del sector pasivo se refleja en la funcion Prevision Social
en la serie de Gasto Publico Consolidado.
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lo que se lo corregira para considerar.
En el cuadro 4 y el grafico 6 se presentan los resultados de la primera
proyeccion (considerando los supuestos de i. a v.).

Cuadro 4. Gasto Publico por Nivel de Gobierno y Consolidado. 2009-2050
(en millones de $ de 2009)

Aiio Nacional Provincial Municipal Consolidado

2009 268.382,8 189.207,4 37.132,8 494.723,0
2050 394.754,0  226.393,5 43.375,1 664.522,6

Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas, CEPAL-CELADE

Grafico 6. Variacion del Gasto Publico Consolidado por Nivel de Gobierno.
2009-2050 (en porcentaje)
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Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas, CEPAL-CELADE

Las proyecciones muestran que efectivamente, suponiendo que el
gasto per capita por funciéon y nivel de gobierno se mantenga constante a lo
largo del tiempo y que no haya variaciones diferenciales en la productividad
y la inflacién por sector, el cambio demogréfico provocard un aumento de
las erogaciones de la Nacion en mayor medida que lo que sucedera en los
niveles subnacionales: el gasto publico nacional se incrementara un 47,1%
mientras que el gasto publico provincial lo hard en 19,7% y el gasto publico
municipal en un 16,8%, arrojando un aumento del gasto ptblico consolida-
do del 34,3%. Si se tiene en cuenta el aumento de la poblacidn, llegamos a
otro resultado concluyente en la medida que el gasto publico consolidado
per capita se incrementara un 8,4% entre 2009 y 2050, donde sera solamente
el gasto publico nacional el que impulse dicho aumento en la medida que se
incrementara en 18,7% en términos per capita, mientras que el gasto publico
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La principal explicacién para este efecto dispar se debe a que el
Gasto Publico Nacional se concentra especialmente en la poblacién adulta
(52,2% del gasto etario y 35,5% del total corresponde al gasto dirigido a la
poblacion de 50 afios y més), mientras que esos porcentajes para los niveles
subnacionales son sensiblemente menores.!> El gasto publico consolidado
dirigido a la poblacion de 50 afios y mas es el que mas se incrementa entre
2009 y 2050, especialmente en el segmento de los adultos mayores: 115,8%
para el grupo de 65-79 anos y 162,8% para el grupo de 80 afios y mas.

Grafico 7. Variacion del Gasto Publico Consolidado por Grupos de Edades.

2009-2050 (en porcentaje)
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Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas, CEPAL-CELADE

Si se analiza la variacion en la estructura porcentual del Gasto Publi-
co Nacional, Provincial y Municipal por grupo etario, ademas del gasto no
etario, se destaca el incremento del porcentaje del gasto dirigido a los adultos
mayores en 13,4 p.p. entre los afios 2009 y 2050 para la Nacion.

Para ilustrar cémo los efectos del cambio demografico pueden ser
sensibles a cambios en los parametros relacionados con el gasto per capita
por funcion del Estado, se ajustaran las proyecciones considerando un incre-
mento del gasto per capita en salud (reflejo de la tendencia al aumento en los
costes de los servicios de provision de salud) y un aumento en la demanda de
los servicios de educacion superior.

Para considerar un aumento en el gasto per capita en salud del 1%
anual (como supone Lee y Edwards, 2001 y, en uno de los escenarios que

13. Las provincias y municipios destinan el 20,8% y el 11,2% de su gasto etario, y el 14,2% y 4,9%
de su gasto total, respectivamente, a la poblacion de 50 afios y mas.

REVISTA DE EcONOMIA Y EstaDistica | VoL. LIT | N° 1| (2014) | pp. 23-56 | ISSN 0034-8066 | e-ISSN 2451-7321



CaAMBIO DEMOGRAFICO Y FEDERALISMO FISCAL... 47

plantean, King y Jackson, 2000) por encima del incremento de la producti-
vidad y la inflacion general, se puede agregar a la ecuacion del perfil etario
de gasto un coeficiente para tener en cuenta un cambio diferencial de la pro-
ductividad o inflacion de un bien publico con respecto al indice de precios
implicito, un “enriquecimiento” del gasto per cépita en la funcion. Siguiendo
a Seitz y Kempkes (2007), la misma se puede escribir como:

elx, fj,t4+7) = ez, 5,07 (f,t47) (4)

Donde 7(f,t+7) indica el aumento en los precios en la provision de
la funcién f con respecto a la variacion del deflactor del PIB.

De esta forma, se puede incorporar un aumento en el gasto per capita en
salud del 1% anual en las proyecciones como una forma de analizar la sensibi-
lidad de las mismas a cambios en los parametros, considerando que diferentes
trabajos (Lee y Edwards, 2001; King y Jackson, 2000; Comision Europea,
2009) destacan la tendencia al incremento del gasto per capita en salud.

Se puede observar que la ecuacion (4) también permite estimar el
impacto de tasas de crecimiento diferenciales por grupo de edad del gasto
per cépita en salud, que fue la estrategia seguida por Conference Board of
Canada (2002, 2004) a partir de datos del Ministerio de Salud de Canada
y del Instituto Canadiense de Informacion sobre Salud. Esto implicaria un
impacto distinto por nivel de gobierno en funcion de los grupos etarios que
presenten un mayor crecimiento en el gasto per capita en salud.

Otra modificacion en los pardmetros de las proyecciones se reali-
za a través del “efecto participacion™ (Seitz et al.,2005; Seitz y Kempkes,
2007) relacionado con cambios en la participacion de los grupos etarios en
la demanda de los bienes publicos. En particular, Seitz et al. (2005) y Seitz
y Kempkes (2007) destacan el aumento del porcentaje de la poblacion que
asiste a las universidades como una tendencia secular, y estima que el por-
centaje de la poblacion de 20-29 afios que demanda dichos servicios educa-
tivos se incrementa en un 35% hacia el 2030 (altimo afio de la proyeccion).

La incorporacion del “efecto participacion” se puede hacer facilmen-
te considerando un coeficiente de participacion g(z, f,t) que resulta de:
P(x, f,t)

Q(xa fa t) :W (5)
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donde P(z,f,t) representa la cantidad de personas del grupo etario x que
demandan el bien publico f, y N(z,t) el total de la poblacion que pertenece
a dicho grupo etario. Si se combina (3) con (4) y (5), resulta que se puede
proyectar el gasto:

ZJ: D> N(zt)e(w, f, jt)* q(=z f.t+71)/q(x f.1)

F T
G, =
Al =1 =1
En lo que corresponde a nuestras proyecciones, se utilizara el incre-
mento de la participacion de los grupos etarios de 20-24 afios y 25-29 afios
en la demanda de servicios de educacidon superior y universitarios (estos
grupos representan el 66,5% de los que asisten a dicho nivel educativo)
entre los afios 2010-2011 partir de datos de la EPH. De acuerdo a dichas
estimaciones, se estima un aumento de la participacion del 11,0% y 12,6%
respectivamente para dichos grupos etarios para todo el periodo proyectado
(el incremento entre los afnos 2010 y 2011 es del 0,28% y 0,32% respec-
tivamente). Este aumento de una magnitud relativamente modesta en la
participacion (por ejemplo, en Seitz y Kempkes (2007) el aumento era del
35% para un periodo inferior a los 30 afios de proyeccion) es consistente
con la evolucidn de la demanda de educacion superior y universitaria que
se presenta entre los censos 2001 y 2010, donde la tendencia es declinante,
pese a lo observado en otros paises.

Finalmente, se ajustaran las erogaciones para tener en cuenta la im-
plementacion de la Asignacion Universal por Hijo a fines de 2009, y que se
refleja de forma incompleta en las erogaciones en Asignaciones Familiares
del gobierno nacional para dicho afo. En este caso, se comparan las eroga-
ciones en la AUH entre 2010 y 2009, y la diferencia se agrega en el gasto
publico nacional en Asignaciones Familiares para el afio 2009.

La incorporacion de estas tres modificaciones afecta principalmente
a la Nacion, por sus responsabilidades en términos de la AUH, las universi-
dades nacionales, y la atencion de la salud de los adultos mayores.

De esta forma, el grafico 8 muestra la evolucion del gasto publico
consolidado y para los tres niveles de gobierno en el periodo 2009-2050.
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Grafico 8. Variacion del Gasto Publico Consolidado por Nivel de Gobierno.
2009-2050 (en porcentaje)
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Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas, CEPAL-CELADE

provincial per capita se reducira en 3,5% y el municipal en 5,7%.

El cuadro siguiente resume la diferencia entre la proyeccion relacio-
nada con el statu quo (Proyeccion A) y la asociada con la incorporacion de
los parametros (Proyeccion B). Como se puede observar, el gasto publico
consolidado se incrementa en 11,7 p.p. en la segunda proyeccion, y ese
aumento se explica fundamentalmente por el gasto publico nacional que
aumenta en 14,2 p.p., mientras que el gasto publico provincial lo hace en 9,0
p.p. y el gasto publico municipal en 5,9 p.p.

Cuadro 5. Gasto Publico por Nivel de Gobierno y Consolidado.
Comparacion de las Proyecciones. 2009-2050 (en millones de $ de 2009)

Ao Nacional Provincial Municipal  Consolidado
2009 268.382,8 189.207,4 37.132,8 494.723,0
394.754,0 226.393,5 43.375,1 664.522,6

2050 A
47,1% 19,7% 16,8% 34,3%
432.990,5 243.512,2 45.569,8 722.072,5

2050 B
61,3% 28,7% 22,7% 46,0%

Fuente: elaboracion propia sobre la base de Ministerio de Economia y Finanzas, CEPAL-CELADE
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VIII. CONCLUSIONES

En el presente trabajo se estudi6 el impacto del cambio demografico
sobre el gasto publico de los tres niveles de gobierno, con el objetivo de
analizar en qué medida el envejecimiento de la poblacion que se espera
hacia el afio 2050 repercutird sobre las relaciones intergubernamentales. En
particular, el objetivo del trabajo fue demostrar que las modificaciones en la
poblacién no afectan de forma igual a todos los niveles de gobierno, ya que
la division de funciones implica que la Nacion esté mas concentrada en la
provision de bienes publicos asociados a los adultos mayores con respecto
al nivel provincial y municipal de gobierno.

A partir de la clasificacion funcional del gasto ptblico consolidado
por nivel de gobierno y la estimacion de la demanda de cada grupo de eda-
des realizada para cada funcion del Estado, se calcularon los perfiles etarios
del gasto per cépita para cada una de ellas. De esta forma, suponiendo que
el gasto per céapita de cada grupo etario por funcién y nivel de gobierno
se mantuvo constante durante el periodo 2009-2050, se proyecto6 el gasto
publico consolidado y por cada nivel de gobierno para el afio 2050. Este
ejercicio, que supone de forma adicional que la inflacion y la evolucion de
la productividad son homogéneas para todas las funciones, permite aislar el
impacto del cambio demografico de otros factores que afectan las erogacio-
nes (cambios en la participacion del consumo de bienes publicos, presiones
politicas, cambios en la asignacion de funciones, creacion de nuevos progra-
mas presupuestarios y eliminacion de existentes, etc.).

Las proyecciones muestran que el cambio demografico afecta funda-
mentalmente al nivel central del gobierno ya que se ocupa del financiamien-
to del SIPA y de otros regimenes nacionales de prevision y de la atencion
de la salud de los adultos mayores a través del PAMI. El impacto en las
funciones sefialadas explica casi el 75% de la variacion del gasto publico
nacional que se espera entre 2009 y 2050. En cambio, los gobiernos pro-
vinciales y municipales se verian sensiblemente menos afectados ya que
las principales responsabilidades de las provincias estan en las personas
jovenes (educacion basica y atencion publica de la salud) que presentan un
menor crecimiento poblacional, mientras que en los municipios predomina
el gasto no etario (56,1% del gasto publico municipal), por lo que estan
afectados principalmente por los cambios en el total de la poblacion que,
como consecuencia del envejecimiento demografico, son menores que el
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aumento de la poblacion adulta mayor.

Posteriormente, se introdujeron modificaciones en las proyecciones
para analizar su sensibilidad ante variaciones en algunos de los parametros
que se dejaron constantes. En particular, y de forma consistente con otros
trabajos empiricos que estudian el impacto fiscal del cambio demografico, se
agrego al gasto per cépita en salud un coeficiente de “enriquecimiento” para
considerar la tendencia al aumento del gasto en salud, ademés de incorporar
un aumento en la demanda relativa de los grupos etarios de 20-24 y 25-
29 afios en la asistencia a universidades e institutos de educacion superior.
Adicionalmente, y a fin de tener en cuenta que el gasto publico nacional en
asignaciones familiares no incorpora de forma plena la Asignacién Univer-
sal por Hijo para Proteccion Social, se corrigieron dichas erogaciones para
mejorar la base de proyecciones.

Estos cambios en los supuestos afectan, nuevamente, al gobierno
nacional, ya que impactan en las erogaciones en salud (el gasto del PAMI y
las obras sociales nacionales representan casi el 45% del gasto publico con-
solidado en salud en 2009), el gasto en educacidon superior y universitaria
(del cual la Nacion es responsable en alrededor del 75%) y en el gasto en
asignaciones familiares, donde s6lo la Nacion tiene erogaciones.!#

En definitiva, el cambio demografico genera desequilibrios fiscales
entre las diferentes jurisdicciones ya que afecta de forma negativa al nivel
nacional de gobierno, mientras que los niveles subnacionales se ven favore-
cidos relativamente, en lo que respecta a la proyeccion de las erogaciones.
Para que este analisis sea completo, se deberia analizar el impacto del cam-
bio demografico en la proyeccion de recursos de los diferentes niveles de go-
bierno, aunque dadas las caracteristicas del sistema federal argentino, donde
su financiamiento proviene de las mismas fuentes tributarias, se esperaria, a
priori, que las modificaciones en la estructura etaria generen efectos relati-
vamente homogéneos entre Nacidn, provincias y municipios. Sin embargo,
también habria que considerar la importancia de las rentas de la propiedad
como recurso para el Estado Nacional y su sustentabilidad a largo plazo, lo
cual genera interrogantes. Esto seria consistente con lo planteado por Seitz
(2007), que destaca la estructura institucional y de division de funciones en
lo que respecta al andlisis de los impactos del cambio demografico.

Por otra parte, y mas alla de que el cambio demografico tenga un ma-

14. Las erogaciones de los gobiernos provinciales en asignaciones familiares de los empleados pu-
blicos, al igual que lo que sucede para el gobierno nacional, se asignan en las funciones del gasto
relacionadas.
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yor impacto en las erogaciones en la Nacion con respecto a las provincias,
también hay que tener en cuenta si las magnitudes involucradas generaran
una mayor presion sobre las finanzas publicas o si serdn manejables en un
contexto de crecimiento y equilibrio macroeconémico.

Finalmente, el andlisis del impacto del cambio demografico genera
interrogantes sobre la asignacion de potestades fiscales entre los niveles de
gobierno, y sobre los mecanismos de transferencias intergubernamentales,
especialmente en lo que hace al Régimen de Coparticipacion. En efecto,
en el marco de la discusion sobre posibles reformas al Régimen de Co-
participacion, se plantearia la importancia de incluir pardmetros demogra-
ficos relacionados con la estructura etaria para establecer los coeficientes
de transferencias tanto en la distribucion primaria, como en la distribucion
secundaria de los recursos tributarios contemplados en dicho esquema.
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ANEXO
Criterios para la distribucion de los bienes y servicios publicos

Administracion General: poblacion.
Justicia: poblacion.
Defensa y Seguridad: poblacion.
Educacion Basica: poblacion que asiste a un establecimiento escolar de educa-
cion primaria y secundaria (EPH IV Trimestre 2010) y establecimiento
de educacion inicial (Censo 2010).
Educacion Superior y Universitaria: poblacion que asiste a un establecimiento
de educacion superior y universitaria (EPH IV Trimestre 2010).
Ciencia y Técnica: poblacion.
Cultura: poblacion.
Educacion y Cultura sin discriminar: poblacion.
Atencion publica de la salud: poblacion con cobertura por programas y planes
estatales de salud y sin cobertura por obra social, prepaga o plan estatal
de salud (Censo 2010).
Obras sociales - Atencion de la salud: poblacion con cobertura de obra social o
prepaga a través de obra social (Censo 2010).
INSSJyP - Atencion de la salud: poblacion beneficiaria del SIPA (MTEySS).
Agua Potable y Alcantarillado: poblacion.
Vivienda y urbanismo: poblacion que vive en hogares con un promedio de 3 o
mas personas por habitacion (EPH IV Trimestre 2010).
Promocion y asistencia social publica: poblacién que vive en hogares que reci-
be un subsidio o plan social (EPH IV Trimestre 2010).
Obras sociales - Prestaciones sociales: poblacion con cobertura de obra social o
prepaga a través de obra social (Censo 2010).
INSSJyP - Prestaciones sociales: poblacion beneficiaria del SIPA (MTEySS).
Prevision social: poblacion que percibe una jubilacion y/o pension (Censo 2010).
Programas de empleo y seguro de desempleo: beneficiarios del seguro de des-
empleo (MTEySS).
Asignaciones familiares: beneficiarios de la Asignacion Universal por Hijo
(ANSES)
Otros servicios urbanos: poblacion.
Produccion primaria: aportantes al SIPA (MTEySS).
Energia y Combustible: poblacion.
Industria: aportantes al SIPA (MTEySS).
Transporte: 50% por poblacion usuaria del sistema de transporte publico (Se-
cretaria de Transporte) y 50% por poblacion.
Comunicaciones: poblacion.
Otros gastos en servicios econdmicos: poblacion.
Servicios de la Deuda Publica: poblacion.
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ABSTRACT

Based on a three-sector micro-founded model of a small open economy,
this paper investigates the interdependences between the structural real ex-
change rate (defined as the relative prices tradable to non-tradable goods
prices) and the unemployment rate with an application to Argentina. The
empirical results suggest a significant, negative relationship between the
structural real exchange rate and the rate of unemployment, suggesting
that an appreciating real exchange rate may lead to Dutch disease effects —
which effectively contract the size of the manufacturing sector — and damage
long-term growth and employment opportunities.

Keywords: Structural real exchange rate, unemployment rate, factor productivity,
capital endowments, terms of trade.

JEL Code: C32, E24, F11, F31, F37, F41, J64.

RESUMEN

Utilizando un modelo micro-fundamentado de tres sectores para una pe-
quenia economia abierta, se analiza la interdependencia entre la tasa de
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cambio real estructural (definida como el cociente entre el precio de los
bienes transables y el de los no transables) y la tasa de desempleo, aplican-
dolo al caso de Argentina. Los resultados empiricos sugieren una relacion
negativa y significativa entre el tipo de cambio real estructural y la tasa de
desempleo, lo cual indicaria que frente a una apreciacion del tipo de cam-
bio real se puede producir un efecto del tipo enfermedad holandesa - con-
trayendo el sector productor de manufacturas - afectando negativamente
las oportunidades de crecimiento y empleo en el largo plazo.

Palabras Clave: Tipo de cambio real, tasa de desempleo, productividad, stock
de capital, términos de intercambio.

Codigo JEL: C32, E24, F11, F31, F37, F41, J64.

I. INTRODUCTION

In developing economies the real exchange rate - defined as the rel-
ative price between tradable and non-tradable goods - is a key variable in
determining the economic structure of the economy, given that it provides
both an incentive for reallocating resources to the tradable sector and, given
relative prices of the rest of the world, how productively the home country
produces tradable goods. Furthermore, since the size of the traded goods
sector is a vital determinant of the level of employment, there should be an
observable link between the real exchange rate and the rate of unemploy-
ment. Such a link is potentially important for economic policy formulation
as an over-appreciation of the real exchange rate may give rise to Dutch
disease effects, whereby the size of the traded goods sector contracts and
there is a rise in unemployment.

Despite a relatively large literature on micro-founded models of the
real exchange rate (see, for example, Rodrick, 2008; Montiel, 2003) only
a few, namely Hoon and Phelps (2002), Frenkel (2004), Frenkel and Ros
(2006), Soto (2008), Soto and Elbadawi (2008) and Oslington (2001), ex-
plicitly link the structural real exchange rate to the rate of unemployment.
Furthermore, one arm of this literature postulates, like Frenkel and Ros,
that unemployment is a function of the structural real exchange rate, while
the other strand, for example Soto and Elbadawi, has the structural real ex-
change rate as a function of unemployment. One contribution of this paper
is therefore to develop a general model which nests both approaches within
a general equilibrium framework, in which sector productivities , capital
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endowments, the terms of trade, government expenditures and debt service
simultaneously determine the equilibrium structural real exchange rate and
unemployment rate.

A second contribution is that in the empirical version of the model,
in contrast to a number of recent papers focusing on Argentina, (see, for
example, Baldi and Mulder (2004), Falbo and Gaba (2005), Garegnani and
Escudé (2005), Montiel (2007), Padua and Mastronardi (2008), Bastourre,
et al (2008), Carrera and Restout (2008), and Bello, et al (2010)), the role of
capital endowments are explicitly modelled. The results justify this modelling
stragtegy in that capital endowments are found to be a significant factor in
explaining unemployment, whilst there is an insignificant interdependence
between unemployment and the structural real exchange rates.

A third specific modelling problem in the current literature is the
choice of technology. Perfect competition and constant returns to scale in
all sectors is assumed by Hoon and Phelps (2002), Rodrik (2008) and Soto
and Elbadawi (2008), whereas in contrast, Montiel (2007) assumed perfect
competition, but with diminishing returns to scale in all sectors. In this
contribution it is assumed that perfect competition prevails in the tradable
and non-tradable sectors, but that the non-tradable and tradables sectors are
characterised by different technologies, as in Zarzosa Valdivia (2008), with
the non-tradable sector assumed to have a linear technology and the tradable
sectors Cobb-Douglas technologies.

The remainder of this paper is organized as follows. Section II outlines
a general theoretical model, which generates a two-equation simultaneous
system with relations for factor market and goods market equilibrium . Section
III discusses the compilation and construction of the Argentinean data set and
its time series properties. Section IV presents the empirical results from the
estimated model and Section V offers some conclusions for policy.

II. A GENERAL MODEL

Following the seminal constributions of Swan (1955) and Salter
(1959), we assume a world with three goods: two tradable goods and one
non-tradable good. Tradable goods consist of primary goods, of which the
surplus over home consumption is exported and manufactured goods, of
which the deficiency between home consumption and home production is
imported. The law of one price is assumed to hold for the prices of tradable
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goods and thus, the relative price of the primary good to the manufactured
good is equal to the terms of trade (77 = Px/Pu), where TT refer to the terms
of trade and Px and P are the prices of primary and manufactured goods,
respectively.

On the income side of the model total expenditure is divided between
non-tradable goods and tradable goods in the proportion (fc ) and (/- fc),
respectively, while the proportion, 0, of the expenditure on tradable falls on
primary goods and (/- ¢) on manufactured goods. These assumptions are in
line with Cobb-Douglas preferences in which a tradable price index (Pr) has
the following structure:

P=5°01-6)""PP° (1)

In a developing-country context, the three-good model focuses on the
three-internal real exchange rates: the exportable real exchange rate (rela-
tive primary to non-tradable price, Px/Px); the importable real exchange rate
(relative manufacturing to non-tradable price, Pi/Pv); and the structural real
exchange rate (SRER) which is defined as the quotient between the tradable
price and the non-tradable price, Pr/Py , where Py is the price of the non-trad-
able good. In addition, the economy consists of three internally homogenous
production sectors: primary (X), manufacturing (M) and non-tradables (N),
all of which use labour and capital in their production processes. The tech-
nology of both tradable sectors is Cobb-Douglas, like Rodrik (2006) , but in
this case it is also assumed that there are diminishing returns to scale so that
the sum of the elasticity of labour and capital in the primary sector (¢y and
Wy, respectively) as well as the sum of the elasticity of labour and capital in
the manufacturing sector (¢,, and y , respectively) are less than one.

Following Henderson and Quandt (1980, p. 80) and Varian (1986,
p. 338), the factor demands and the corresponding supply functions of both
tradable sectors are presented in terms of their total factor productivities,
their prices, the domestic wage and the interest rate, formally:

L =[1ePp (8, ) (/)

{TFPX %SRER (4’& &j X (WX &j X } )
r

T w
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1, =[1r2,p, (8, /)™ (v, 1) ]

TFP, P—MSRER@M &) " (WM &j | } 3)
] P w
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w

T

where TFP is the total factor productivity of the factors employed and L is
the labour input,with the subscripts X and M referring to the primary and
manufacturing sectors, respectively, and where w and » are the domestic
wage and the interest rate. @y, @,,, Wy and v, all lic between zero and one,

and y'=(1-¢, ~y,) and y, =(1-¢, -y,) .

The second expression of the right hand sides of equations (2) - (5)
are obtained by multiplying and dividing the first expression by SRER. Taking
into account that Pv/Pr and P./Pr depend positively and negatively, respec-
tively, on the terms of trade, equations (4) and (5) show that the supply of
each tradable good is positively related to the structural real exchange rate,
while terms of trade improvements increase the supply of primary goods, but
decrease the supply of manufacturing goods. Less resources would also be
reallocated to the tradable sector when the cost of any factor in terms of non
tradable prices increase.

The production technology for the non-tradable goods sector is assumed
to be of the constant of elasiticity of substitution (CES) variety, such that equa-
tion (6) shows the unit cost function (/) of the non-tradable goods sector:
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1

W= TFR {p,w" ™ + (1~ @, )r"™ }ro (6)

where TFPy is the total factor productivity, @, is the distribution parameter
(0 <@y <1) and oy is the absolute value of the elasticity of substitution
between labour and capital employed in the non-tradable sector.

From the first-order condition of the non-tradable producer’s opti-
mization problem, the value of the marginal product (PvTFPy) equals the
factor price index (W); in other words, W= PrTFPy/SRER. When the relative
factor price, w/r, is constant, the non-tradable producer adjust his demand for
factors and supply of goods up to the point at wich the percentage variation
of any factor price equals the percentage variation of the non-tradable price.
In our economy with perfect factor mobility between sectors, factor prices
are equal in all sectors and, therefore, their percentage variation is equal to
the percentage variation of the total factor productivity of the non-tradable
sector minus the rate of change of the structural real exchange rate; that is:

A A
W=F=P — SRER+TFP, (7!

where the hats denote the rates of growth of the respective variables; i.e.

2=(dz/dr)(1/ z)

I1.1 Factor market equilibrium

In our model labour and capital are perfectly mobile between sectors,
but only capital is fully employed. Equation (8) defines the employed labour
force, L as consisting of the (constant) economically active population (EAP)
and the unemployment rate (u):

EAP

If the relative factor price is given, due to rigidities in the factor markets
the unemployment rate, or the employed labour force, would be endogenous
and its equilibrium rate driven by the macroeconomic fundamentals that affect
the economy. Thus, when the relative factor price is constant and there is full
employment of the capital factor, the adjustment of the labour market occurs
through an adjustment of quantities, the unemployment.

1.Note that both factor prices are endogenous variables, but they depend on the structural real exchan-
ge rate. Once the structural real exchange rate is determined, factor prices are also determined.
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When both factor markets are in equilibrium the capital intensity of
the economy is given by k which equals the quotient between the capital and
employed labour force, or alternatively:

0, ky + 0, ky+ (1-6, -6, Yo, = k=K/L 9)

where k, =K,/L,, k,, =K,,/L,, and k,, =K, /L, are the capital intensity of
the primary, manufacturing and non-tradable sectors, respectively; K,, K,
and K, are the capital inputs of the primary, manufacturing and non-tradable
sector, respectively; and 6,,=L,/L and 6, ,, =L, /L are the shares of the labour
employed in the primary and manufacturing sector in the employed labour
force, respectively. Rearranging (9) gives:

-lg—::14—6§ -631—-1 +06, £@4~—1 (10)
ky “ ky Y\ ky

Assuming constant relative factor prices, the derivative of (10) de-
pends on the demand for labour in the primary and manufacturing sectors
and the variation of the factor endowments, that is: d HLX = ¢9LX ? e L anAd

do, =0, S@M ~I) and dk=k(K—I1) . Substituting for L, and L,,
from (2) and (3) gives the production-side equilibrium of the model:
d (log(100—u)) = —k,FFP, — X, FFP, + X,(FFP, — SRER) + X, K — X T
(11)
where: & =70 [(k [k )-1]

7L2 :71\74104” [(kM/kN)_l]
A=K +%,>0

%, =0% —(1-0)k,

According to equation (11), the effect of the structural real exchange
rate on the unemployment rate that equilibrates both factor markets depends
on the relative sectoral capital intensities: that is, A, is positive (negative)
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if both tradable goods sectors are more capital (labour) intensive than the
non-tradable goods sector; and 4, is negative if the manufacturing sector is
more labour intensive than the non-tradable sector, so that when 7FP,, im-
proves the manufacturing sector requires more labour than the non-tradable
sector releases and so the unemployment rate is pushed down.

I1.1 Goods market equilibrium

The presence of non-tradable goods partly determines the structure
of the economy because non-tradable prices are set by the local supply and
demand conditions, such that the supply of non-tradable goods and the con-
sumption of non-tradable goods (private expenditure plus the government
spending that falls on non-tradable goods) are therefore equal, as in equation (12):

N=(p.E+aG)/P, (12)

where E is domestic private expenditure and a is the proportion of govern-
ment spending (G) that is devoted to non-traded goods.

In this model it is assumed that the interaction between each individ-
ual sector of the economy and the rest of the world is through changes in the
real exchange rate. It is also assumed that the current account (CA) is at a
‘sustainable’ level, in that it is consistent with eventual convergence to the
stock-flow equilibrium. Thus the current balance is the difference between
domestic output (GDP) and total domestic expenditure (E+G) plus any in-
visible earnings and transfers, as given by equation (13):

CA=GDP—(E+G)+ r F+Tr
=(PX+PM)-(1-B)E+ rF+Tr—(1-a)G (13)

where GDP =Px X+ PuM + Py N, is Gross Domestic Product, »* is the in-
ternational interest rate, F' is the net foreign asset position and 7r are the
international transfers. In this model government spending falls on tradable
and non-tradable goods without affecting directly the relative allocation of
the private expenditure, as it would be in the case if government spending
were introduced in the utility function in a separable way implying that the
marginal rate of substitution in private consumption does not depend on it (see,
for example, Garcia (1999)). The equilibrium of a perfectly competitive econ-
omy implies no extraordinary profits and therefore the income generated by all
sectors, GDP, equals the factor rewards, wL+rK. Rearranging (13) gives:
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PX+PM (14)
B.DS+(B.—a)g=——""—"—-(1-5)
wL +rK

where DS =-(r*F+1Tr) / GDP measures the debt services minus transfers-to-
GDP ratio and g = G/GDP is the government expenditure as a share of GDP.
Differentiating (14) gives:
Bd(DS)+ (B —a)d(g) = Oy (Py + X)+6,, (B, + M)
-0,0,(w+L)-0.0,.(7+K) (15)
where 07= 6y + 0,,. Substituting for the the supply functions of the primary
and manufacturing sectors, from (3) and (4) and noting the definition of the
terms of trade, (15) becomes (16):
SRER = - TFP, - ®,TFP, +® TFP, +®,d (log(100 - u))
10, K ~®, F - ®.d(g) + D, d(DS) (16)

where the parameters are defined as follows:

®,=(7,0,+7,0, )" >0 D =Dy'0, >0 D =D,y.'6, >0
O, =0, +0, =1 O, =006 >0 O =000 >0

<
®, =5, —(1-5)D,~0 D, =D (B.—a)>0 D, =D 8. >0

>

Equation (16) implies that the equilibrium of the goods market re-
quires a SRER depreciation when the unemployment rate increases as @4
is unequivocally positive. In other words, reductions in the unemployment
rate increase the employed labour force and the total supply of goods. The
resulting excess supply of non-tradable goods pushes non-tradable prices
downwards and the SRER upwards.

Equations (11) and (16) postulate bi-directional causality between
the SRER and unemployment rate and the equillibrium is reached when the
SRER and unemployment rate are simultaneously determined. Unemploy-
ment in our model, as in Frenkel and Ros (2006), is partly an equilibrium
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phenomenon and partly a disequilibrium one. It is consistent with factor market
equilibrium at any SRER level, but at the same time, it has an important
disequilibrium component from which there are no forces that drive relative
factor prices to their equilibrium values. The conjunction of equations (11)
and (16) imply that the SRER and the unemployment rate are driven by mac-
roeconomic fundamentals, such as factor productivity, capital endowments,
terms of trade, government spending and the external debt services minus
transfers and the response of these variables to exogenous shocks depends
not only on preference and technology parameters, but also on the economic
structure of a country (as captured by the sectoral and functional income
distribution ratios, sectoral capital intensities and labour shares to the total
employed labour force and external restrictions).?

The theoretical model is particularly well-suited for small, depend-
ent economies like Argentina, where the primary and manufacturing sectors
are mainly net exporters and importers, respectively. The estimated model
is in log-linear form and so Equations (11) and (16) are replaced with (18)
and (17), respectively, where lower case letters denote the logarithms of
the upper case letters in equations (11) and (16) and where in addition, in
the empirical model € and W are constant parameters, DMI is the intercept
dummy variable, which is a zero one vector, with ones after the 1st quarter
of 2002 and zero before, and DMC is the crisis dummy variable, with ones
in the 1st and 2nd quarter of 2002 and zeros elsewhere and €’s are the random
error terms.

srer =e — @ tfp, — DO, tfp,, + (P, + D )tfp, + P, log(100 - u) + DA(k)- D 11+ D g
+® DS +® DM+ D DMC + ¢, (17)

log(100—u) = w—&,1fp, — K,tfp,, + (&, + K,)(¢/p, — (SRER — ®,DMI — ® DMC))
+RAk)- R tt+e, (18)

2. In case of perfect international capital mobility, the domestic and international interest rate would
be the same and exogenous for our small economy. If we assume three factors, skilled and unski-
lled labour and capital, that there is always full employment of the skilled factor and that the wage
gap between skilled and un-skilled labour is constant, our theoretical results will again suggest
interdependences between the structural real exchange rate and the unemployment rate, but they
will add the international interest rate as an additional macroeconomic fundamental.
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II1. THE DATA SET

The data requirements of the model are quite demanding and so we
first report the sources and construction of the series before identifying and
discussing some of the main patterns in the data.

The price indices, sectoral value added, export and import price in-
dices, unemployment rates, government expenditure and capital stock series
were obtained from the National Statistic office (INDEC, Instituto Nacional
de Estadisticas y Censos). The Argentinean Central Bank provides series of
the multilateral PPP real exchange rate (RERppp, the relative price between
the foreign price level, expressed in domestic currency, and domestic price
level) , debt services and transfers. Labour market data were obtained from
the Ministry of the Economy (Direccion General de Estudios y Estadisticas
Laborales, Subsecretaria de Programacion Técnica y Estudios Laborales), a
seasonally adjusted unemployment rate series is provided on a biannual basis
between 1974 up to 2003. This series has been converted into a quarterly
series by the cubic interpolation method.? INDEC provides quarterly data of
unemployment from the first quarter of 2003 onwards.

The annual capital stock series are provided by the INDEC up to the
year 2006. The quarterly data was obtained from the extrapolation of these
series based on the depreciation to gross fixed investment ratio and the an-
nual net investment series. Net investment series from 2006 onwards were
obtained from applying the depreciation to gross fixed investment ratio of the
year 2006 to the gross investment series.

Primary, manufacturing and non-tradable sectors have been classified
based on the International Standard Industrial Classification revision 3.1
(ISIC Rev.3.1) of the United Nations. The first includes agriculture, hunting,
forestry, fishing and mining and quarrying sectors (codes A, B and C of the
ISIC Rev.3.1). The second includes all the manufacturing sectors (code D of the
ISIC Rev. 3.1). In line with Gay and Pellegrini (2003), the non-tradable sector
includes: electricity, gas and water, construction, wholesale and retail, hotel and
restaurants, transport, storage and communication, financial intermediation,
real estate and business services, public administration and defense, educa-
tion, health and social work, other community, social and personal service

3.This method assigns each value in the low frequency series to the last high frequency observation
associated with the low frequency period, and then places all intermediate points on a natural
cubic spline connecting all the points.
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activities and private households with employed persons (codes E, F, G, H, I
J,K, L, M, N, O and P of the ISIC Rev.3.1). Sectoral GDPs are expressed in
volumes (constant prices of the base year 1993). Aggregate GDP series are
the sum of primary, manufacturing and non-tradable production values. Sec-
toral value added (sectoral outputs) and labour employed have been calculated
taking into account the sector classification criteria mentioned above. Sec-
toral labour productivities (LP) are calculated as the ratio of sectoral product
to its employment. Appendix A describes how the sectoral 7FPs are measured.

Assuming that all variables follow a stochastic seasonal process, the
XII-ARIMA model of the Census Bureau of National Statistics of the U.S.
has been applied and where seasonality was found, the seasonally adjusted
data were used to construct the relevant macroeconomic variables.

The dataset used for the estimation of the model includes 67 quarterly
observations from 1994Q3 to 2011Q1 on the nine variables plotted in Fig-
ure 1. At the beginning of this sample period Argentina’s economic policy
was changing substantially, as ambitious stabilization and market-oriented
reform programs were introduced. To promote transparency and credibility,
monetary policy was initially constrained by a commitment to a fixed ex-
change rate. Although economic performance in the first half of the 1990s
was promising, fragility and contagious vulnerability became evident in the
aftermath of the Mexican, Asian and Russian financial crises. At the end of
2001, Argentina was unable to meet to the constraint of a fixed exchange rate
and abandoned it, triggering a severe economic crisis with higher levels of
unemployment and simultaneous debt crisis.

This change in policy is starkly shown in Figure 1 panel (a) by the
sharp depreciation of the SRER in 2001. Comparing its mean before and three
quarters after the crisis, the SRER and RERppp (in panel b) jumped by over
40% and 124%, respectively. After the collapse, both real exchange rate meas-
ures exhibit similar positive trends. The SRER is measured by the wholesale
to consumer price index ratio, where the wholesale price index has been con-
structed to only include the prices of primary and manufactured goods. The
wholesale to consumer price index ratio serves as a proxy measure of the
structrural real exchange rate since the wholesale price index predominantly
measures traded goods prices, while the consumer price index has a signif-
icant component of services, which are generally not traded; see Edwards
(1988), Faruque (1995), Hinkle and Montiel (1999) and Harberger (2004).
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Figure 1: Macroeconomic Variables (1994Q3-2011Q1, base year 1994Q3)
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The unemployment rate as shown by the uindex line, also in panel
(a), shows no discernable trend prior to 2003q3, but from 2003g4 it exhibits
a strong downward trend to the end of the sample.

Figure 1 panel (c¢) shows labour productivity in the primary sector
(LPX) declined until the first quarter of 1997 but then increased slowly until
2002q1, after which it decreased again until 2009q3. TFP in the primary
sector (TFP,) followed a slightly steady upward trend up to the third quarter
of 2003, a positive trend until the third quarter of 2008 and a decreasing
one thereafter. Labour productivity manufacturing sector (LP,,) (panel, d)
increased until the second quarter of 1998, decreased until the exchange rate
regime changed, but increased thereafter. TFP in the manufacturing sector
(TFP,) increased until the fourth quarter of 1999 but decreased until the first
quarter of 2005,increasing thereafter. Labour productivity in the non-tradable
sector (LP,) — as shown in panel (e) — mostly decreased throughout the pe-
riod. TFP in the same sector (7FP,) has been almost constant up to the first
quarter of 2001. It decreased until the fourth quarter of 2003 but increased
thereafter.

Net investment — panel (f)- declined up to the last quarter of 2002
but rebounded thereafter. The terms of trade (panel g) decreased between
the second quarter of 1996 and the first quarter of 1999, and then embarked
on a broadly upward trend until the end of the sample. Public consumption
(as a share of GDP), g, in panel (h), fell until 1998q2, from where it picked
up again. It reached a peak at the time of the exchange rate collapse and
again contracted up to the fourth quarter of 2006. It was almost constant
until 2008q3, but increased thereafter. Panel (1) effectively shows the debt
service ratio, due to the low level of transfers*, the pattern of DS increased
up to 2004q4, but decreased substantially after 200g47, a period in which
Argentina restructured its foreign obligations.

IV. ECONOMETRIC RESULTS

Prior to estimating the postualted relationships the time series prop-
erties of the individual series need to be investigated. Following Plasmans,
et al (2007, p. 2) the general-to-specific sequential testing procedure is used,
starting with third order of integration and moving downwards to lower or-

4. Like other South American countries, Argentina depend less of its remittances. Remittances in
South America were, in 2006, not higher than 1%GDP, while up to 10%GDP in Central America
(Bello, Heresi, & Pineda, 2010, p. 20).
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ders of integration. Each unit root test has three versions: an unrestricted
model (including trend and intercept), a trend restricted model (including
intercept but not trend) and a trend-intercept restricted model (neither trend
nor intercept). The unit root models for the SRER include a crisis dummy
variable that captures the effects of the collapse of the fixed exchange rate
regime at the end of 2001.

Table 1 provides the ADF (augmented Dickey-Fuller) statistic of each
unit root test. There is no evidence of three unit roots in any series at the 1%
significance level. The null hypothesis of two unit roots is rejected at the 1%
significance level for all series, except for the capital series. If the one unit
root test is applied to the capital series, the trend parameter of the unrestricted
model is significantly different from zero at the 5% level, thus the capital
stock series is a trend stationary process rather than a data stationary process.
Table 1 suggests that it is reasonable to proceed on the assumption that all
series are I(1) processes.

The Johansen procedure, Johansen (1991), is applied to test for simul-
taneity between the real exchange rate and the unemployment rate. Equation
(19) shows a VAR of order p written in the form of an autoregressive error
correction model, which include the capital series in first differences and two
dummy variables as follows:

p—1
Ay, =TIy, + > T.Ay,_, +Bx, +¢, (19)

i=1

where y, =[srer,10g(100 —u),,t/py,, Dy s Pni» AK), 1, g,, DS, ]1s a vector
of non-stationary variables, x =[DMC, DM 2Q02]is the vector of determin-
istic dummy variables; and €t is a vector of innovations. Equation (19) was
tested with a one-period lag, which was optimal according to the Schwartz
criterion, and Table 2 shows that there are two cointegrating vectors at the 5
per cent level.”

With more than one cointegration relation, however, there is some
ambiguity in the interpretation of the estimated cointegrating vector, as the
estimated coefficients are more related to the reduced form relationships than
to the interdependent relationships (Johnston & Dinardo, 1997, p. 305). In
this case it is not possible to estimate behavioural relationships as cointe-

5. This result is fully consistent with Bello, et al (2010) who also find two cointegration vectors for
Argentina over the period 1969-2006.
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gration vectors without out-of sample information, Greene (2003, p. 652).
Assuming the theoretical model is well-suited for Argentina, it provides ex-
act information about the endogenous variables (the structural real exchange
rate and the unemployment rate), their interrelation (equations (17) and (18))
and the exogenous variables. Following Greene (2003, p. 655), the Engle
and Granger (1987) method is based on assessing whether single-equation
estimates of the equilibrium errors appear to be stationary. We proceed there-
fore by using the Engle and Granger (1987) two-step cointegration method®
combined with an iterative OLS method for simultaneous equations, which
has the additional advantage of enabling direct estimation of the parameters
@Dy, A;and Ao.

Equations (17) and (18) are simultaneously estimated by the iterative
OLS method.” Equations (17) and (18) have 13 parameters (excluding the
intercept and crisis dummy variables), but their corresponding reduced-form
equations have 14 parameters. Equation (17) is exactly identified, but equa-
tion (18) 1s overidentified. The overidentification of equation (18), however,
is solved by the exclusion of government spending. Moreover, as the inclu-
sion of government spending does not give rise to any significant changes
in the size or significance of the estimated parameters then the exclusion of
government spending does not invalidate the results.

Table 3 includes the estimated pre-equilibrium and equilibrium equa-
tions for the SRER and unemployment rate. It also includes the estimated
pre-equilibrium equations based on the PPP real exchange rate. For instance,
the first row suggests that the structural real exchange rate that equilibrates
the goods market increases in a 0.32% when the employed labour force in-
creases in 1%; while the second suggests that, in order to keep the factor

6. As afirst step, the Engle and Granger cointegration approach tests the order of integration of each of
the variables involved in the analysis. Then, it runs the long-run relationships, given in our case by
equations (17) and (18). The fact that variables are cointegrated implies that there is some adjust-
ment process which prevents the errors in the long-run relationships from continuously increasing.
Thus, the estimated relationships are non-spurious if their residuals are stationary; the critical
values of the Dickey-Fuller statistic applied to these residuals depend on the non-deterministic
exogenous variables. Also, when their residuals are stationary, each cointegrated relationship has a
matching error correction short-run model, which is an equation with variables in first differences
and with an error correction term (residual from the long-run relationship lagged one period).

7. The simultaneity problem arises because endogenous variables are correlated with the relevant
stochastic disturbances. The Hausman’s test has been applied to check whether log(100-u) and
the error term are correlated. The Hausman specification error test estimates the reduced-form
equations for SRER and then estimates equation (18) considering the SRER equal to the estimated
SRER of the previous step minus ®9DMI and the error term of the estimated SRER as explana-
tory variables. It does not then reject the null of interdependences between the SRER and the
unemployment rate.
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markets in equilibrium, the employed labour force increases in 0.23% when
the structural real exchange rate increases in 1%.

The estimated pre-equilibrium conditions suggest negative interde-
pendences between the SRER and the unemployment rate at the 10% sig-
nificance level. The negativity of the estimated A, parameter implies from
the theoretical model that the manufacturing sector is more labour intensive
than the non-tradable sector in Argentina.® The application of the three
stage least squares method also yields negative interdependences between
the SRER and the unemployment rate at the 5% significance level. Further,
when sector labour productivites are used instead of sector TFPs, significant
negative interdependences between the SRER and the unemployment rate
are still be found; A, is again negative and statistically different from zero.

The Argentinean economic environment may have changed after the
collapse of the fixed exchange regime at the end of 2001. To test for this ma-
jor structural shock the Quandt-Andrews unknown break test for each variable
was applied: so when the null hypothesis of no break points is rejected at the
10% significance level, a dummy variable is included for the corresponding var-
ying regressor. There is, however, still evidence of negative interdependence
between the SRER and the unemployment rate, although only the SRER-u
relationship of Equation (17) is now statistically significant.?

According to the pre-equilibrium conditions, Argentinean TFP im-
provements in any of the tradable sectors reallocate resources pushing the
SRER and the unemployment rate down. Once the interactions between the
SRER and the unemployment rate have been taken into account, the equilibrium
relationships show that these productivity improvements appreciate the equi-
librium SRER and reduce the unemployment rate. Both the pre-equilibrium
and equilibrium conditions confirm the presence of the Balassa-Samuelson

8. Referring to Neary and Purvis’ (1982) paper, which assumed a labour-intensive non-traded
sector, Fleming (1982, p. 256) wrote “non-tradable sector includes extremely capital-intensive
public utilities (electricity, generation and transport) as well as housing. It is quite probable that
the tradable goods sector is less intensive of capital”. If it is still expected a non-tradable sector
more labour intensive than the tradable sectors, our result can be seen as a paradox. Nonetheless,
if our model refers to skilled and unskilled labour instead of labour and capital, full employment
of the unskilled labour and constant or exogenous relative factor price, the negativity of A2 would
suggest that the manufacturing sector is more skilled-labour intensive than the non-tradable sector.

9. The quality of the Argentinean official data on prices has drastically diminished since the year
2006. Nonetheless, the Quandt- Andrews break point test does not reveal significant variations
in the behaviour of the SRER from the 2006 year onwards. Also, the results are not that different
from estimations based on data up to the second quarter of 2006.
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markets in equilibrium, the employed labour force increases in 0.23% when
the structural real exchange rate increases in 1%.

The estimated pre-equilibrium conditions suggest negative interde-
pendences between the SRER and the unemployment rate at the 10% signif-
icance level. The negativity of the estimated A, parameter implies from the
theoretical model that the manufacturing sector is more labour intensive than
the non-tradable sector in Argentina.® The application of the three stage least
squares method also yields negative interdependences between the SRER and
the unemployment rate at the 5% significance level. Further, when sector
labour productivites are used instead of sector TFPs, significant negative
interdependences between the SRER and the unemployment rate are still be
found; 4, is again negative and statistically different from zero.

The Argentinean economic environment may have changed after the
collapse of the fixed exchange regime at the end of 2001. To test for this major
structural shock the Quandt-Andrews unknown break test for each variable
was applied: so when the null hypothesis of no break points is rejected at the
10% significance level, a dummy variable is included for the corresponding var-
ying regressor. There is, however, still evidence of negative interdependence
between the SRER and the unemployment rate, although only the SRER-u
relationship of Equation (17) is now statistically significant.”

According to the pre-equilibrium conditions, Argentinean TFP im-
provements in any of the tradable sectors reallocate resources pushing the
SRER and the unemployment rate down. Once the interactions between the
SRER and the unemployment rate have been taken into account, the equilibrium
relationships show that these productivity improvements appreciate the equi-
librium SRER and reduce the unemployment rate. Both the pre-equilibrium
and equilibrium conditions confirm the presence of the Balassa-Samuelson
effect, that is TFP improvements in any of the tradable sectors appreciate the
SRER in Argentina. The effects of TFP improvements in the non-tradable
sector on the SRER and the unemployment rate are opposite to the effects of
TFP improvements in any of the tradable sectors.

Additional investment depreciates the pre-equilibrium and equilibri-
um SRER, but reduces the pre-equilibrium and equilibrium unemployment
rate. According to the pre-equilibrium and equilibrium conditions, terms
of trade improvements depreciate the SRER and reduce the unemployment
rate. The effect of debt service minus transfers (DS) on the pre-equilibrium
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and equilibrium conditions is as theoretically expected, with reductions in
DS appreciating the equilibrium SRER and raising the unemployment rate.

Government spending impacts positively on the SRER (as in Bas-
tourre, et al (2008, p. 274) and in Padua and Mastronardi (2008, p. 17)), but
its impact on the unemployment rate is negative. The sign of the estimated
parameter @7 would suggest that reductions in the proportion of government
spending that falls in non-tradable goods depreciate the SRER and reduce
the unemployment rate. The intercept and crisis dummy variables reveal
that the long-run SRER was up by 38% with a 18% overshooting as a conse-
quence of the exchange rate regime collapse at the end of 2001.

The residuals of the pre-equilibrium conditions of Table 3 are sta-
tionary at the 5 per cent significance level. Consequently, an error correction
model (ECM) for the SRER and the unemployment rate is estimated. Both
ECMs also include the second difference of capital as well as lagged values
of the differences of the dependent variables. Both ECMs are estimated by
the iterative SUR method, in which the matrix of covariances and coeffi-
cients are corrected for heteroskedastic disturbances. They are estimated
by modeling from the general-to-specific with non-significant variables at
the 10 per cent level dropped. In Table 4, the error correction terms of both
ECMs are negative and statistically significant at the 10 per cent level; thus
each cointegration relationship has a matching ECM. Also, the statistical
significance of the lagged dependent variables, at the 10 per cent level, show

Table 4: Short-run relationships

Variables A(tfpn)  AA(K))  A(tt) DMC ECF Lag(-1) Lag(-2) Statistics

A(SRER) 0.24 013 020 -0.11 021 -0.10 R2 0.87
(0.16) (0.04)  (0.01) (0.05) (0.06) (0.05) AdjR2 0.86
kokok kokok k% skokok *
A(log(100-u)) 2.32 041  0.16 R2 0.26
(0.91) (0.08) (0.10) AdjR2  0.24
skk kkk k

Values in brackets refer to the corresponding standard deviation
A refers to the lag of the corresponding variable, A(A.. refer to the second difference of the involved

variable, Lag(-1) and Lag(-2) refer to the first diference of the dependent variable lagged one or two
periods, respectively

(*), (**) and (***) indicate statistical significances at the 10%, 5% and 1% levels.
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that the adjustment process to the equilibrium of the goods and factors markets
is not immediate but implies a learning process. The PPP real exchange rate
measures the value of a domestic goods in terms of foreign goods. When it
increases, domestic goods become cheaper in terms of foreign goods and the
competitiveness of the domestic economy improves. The PPP real exchange
rate, however, only moves in line with the structural real exchange rate
when law of one price holds and the foreign structural real exchange rate is
constant. As equation (19) shows the distinction between the real exchange
rate and the SRER measures is not innocuous and the bias may be particularly
important in the presence of interdependences between the SRER and the
unemployment rate

,%RW =(§+1§’ f;)+ (l-ﬂc)gER—(l-ﬁ;)&ER* (20)

where S is the nominal exchange rate, RERrrr is the PPP real exchange rate
and a star denotes a foreign variable. Consequently, equations (17) and (18)
have also been estimated using the multilateral PPP real exchange rate as
a proxy variable of the SRER. Only the linkage between the PPP real ex-
change rate and the unemployment rate postulated by equation (17) has the
expected sign, but it is not statistically significant even at the 10% level
(see the rows of the PPP pre-equilibrium conditions of Table 3). There is
therefore no evidence of interdependences between the PPP real exchange
rate and the unemployment rate.

V. CONCLUSIONS

This research, using a micro-based structural model, finds evidence
of significant negative linkages between the Argentinean structural real ex-
change rate and unemployment rate. It is important to note that this negative
interdependence does not exist when the real exchange rate is measured as
the PPP real exchange rate. The importance of the interdependence between
the structural real exchange rate and the unemployment rate is essential for
the conduct an appropriate and efficient economic policy and in particular,
for the avoidance of Dutch disease-type effects, whereby an appreciation
of the structural real exchange rate leads to a rise in the rate of unemploy-
ment. Appropriate economic policies, as suggested by Diewert (2006), can
foster productivitiy improvements via investment in physical and human
capital, although the implications for unemployment and the structural
real exchange rate are likely to be complex as the model developed here
demonstrates. For Argentina, it seems that the influence on the economy
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of the TFP in the tradable sector is mainly due to the impact of the TFP in
the manufactured goods sector with the role of TFP in both manufactured
and non-traded goods sectors being statistically significant. Moreover, since
these TFP coefficients have opposite signs and are almost of the same mag-
nitude, a simultaneous rise in these variables will have offsetting effects on
the structural rate exchange rate and the rate of unemployment. However,
to the extent that productivity in the manufacturing sector typically exceeds
that of the non-traded goods sector, then unemployment is likely to fall, even
if there is some appreciation of the equilibrium, structural real exchange rate
in the long run. There is also evidence that additional investment reduces the
Argentinean unemployment rate, while terms of trade improvements depre-
ciate the structural real exchange rate, but reduce the unemployment rate.
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APPENDIX A: MEASURING TOTAL FACTOR PRODUCTIVITIES

The recent real exchange rate literature has focused on proxy varia-
bles for TFP as “data on sector TFP are unavailable for developing countries
because its calculation involves data on sector labour and capital stocks, as
well as estimates of sector labour shares in production, which are almost
unavailable for most developing countries” (Carrera & Restout, 2008, p. 12).
De Gregorio and Wolf (1994, p. 8) also note that most work on real exchange
rates has relied on labour productivity rather than on TFP. This distinction is
not innocuous since labour shedding may introduce substantial differences
between changes in average labour productivity and TFP (De Gregorio, Gio-
vannini, & Krueger, 1994) and the bias may be particularly important in the
presence of unemployment. Recently for Argentina, Bastourre, Carrera and
Ibarlucia (2008) use GDP per-capita as a TFP proxy while Bello, Heresi and
Pineda (2010) measure TFP based on the GDP-to-labour force ratio, where
GDP is expressed in constant dollars adjusted by the purchasing power parity.
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TFP can be calculated by four different approaches: (a) the growth
accounting approach, which requires the explicit specification of a neo-clas-
sical production function and identifies TFP as the output that cannot be
accounted for by the growth in inputs according to a specific production
function (under Cobb-Douglas, TFP is commonly called the Solow residual);
(b) the index number approach, which is an extension of (and complement
to) growth accounting and involves dividing a (real) output quantity index
by an input quantity index to obtain a measure of TFP, the critical issue re-
garding this approach is the choice of the appropriate index; e.g. the Fischer
or Tornquist indices; (c) the distance function approach, which separates
TFP into changes resulting from movements toward the production frontier
(technical efficiency change) and shifts of this frontier (technical change);
it requires full information about the state of technology at every point and
identical production functions for all production units; and (d) the econometric
approach, which involves estimating the parameters of an aggregator function
(cost, profit or production function) and measures TFP in terms of the estimated
parameters.

In this paper, Argentinean sectoral TFP series have been constructed
assuming a constant relative factor price.!® Cobb-Douglas and CES produc-
tion functions are homothetic in the sense that the optimal capital / labour
ratio depends only on the relative factor price. Thus, if the relative factor
price is constant, the proportional change in the labour and capital employed
are the same (%0AK; =%AL;, where 1 refers to the sector under analysis).

When the technology is Cobb-Douglas, the proportional change in
the product (%Ayi) is equal to: (a) ¢;(%AL;) + wi(%AK;) + (%6ATFP;) or (b)
(0; + w)* (%AL; + %ATFP;); where ¢; and ; are the output elasticities of
labour and capital employed in sector 1, respectively. In the case of the CES
technology, the proportional change in the product (%Ay;) can be approxi-
mated by (a) (I-¢)(%AL;) + ¢(%AK,)+(%ATFP;) or (b) (%AL;)+(%ATFP,).
It means that only one factor - labour (available) in this case - can be used
to calculate the proportional change in TFP as a residual; a special case of
Solow residual. Assuming that TFP changes take one year (four quarters) to
manifest itself, equation (A.1.1) has been estimated for the primary, manu-
facturing and non-tradable sector.

10. The ARKLEMS project measures Argentinean TFPs following the KLEMS (capital, labour,
energy and intermediate inputs) methodology. Its data base refer, however, to annual TFP series
between 1993 and 2006; see also Coremberg (2003) who, based on the Solow residual, measures
the aggregate TFP for Argentina.
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A(log(y,)) = ¢;,A(log(L,)) + ¢, Alog(L, ) + ¢;3A(log(L,,)) + ¢, A(log(L, 5))
+¢A(log(y,,)) + ¢ Allog(y,,)) + ¢, Alog(y, ) + &, (A.1.1)

Table A1l displays the estimated results of equation (A.1.1); not sta-
tistically significant variables have been dropped. Equation (A.1.2) displays
the expected variation of the sector output yte after the TFP has manifested
itself, while equation (A.1.3) describes the variation in output that cannot be
accounted for by growth in ‘capital” and labour.

¢, Alog(L,)) +¢,,A(log(L, ))) + ¢;;Alog(L, ,)) + ¢, Aog(L, 5))

1_Cls_cle_cn (A1.2)
A(log(TFF)) = A(log(y,)) — A(log(y;)) (AL3)

A(log(y;)) =

REVISTA DE ECcONOMiA Y EstaDistica | VoL. LIT | N° 1] (2014) | pp. 57-86 | ISSN 0034-8066 | e-ISSN 2451-7321



86 E. J. PENTECOST Y F. ZARZOSA VALDIVIA
Table A1: TFP measures,
OLS estimations of %Ayi =(¢; + yi)* (%AL)+(%ATFP;)
Sector value added
Sector labour Primary Manufacturing  Non-tradable
employed
A(log(y,) A (log(yy) A (log(y,)
2.32%%* 0.81%**
A (log(Ly))
' (0.20) (0.12)
A (log(L, ) 0.11 -0.18
og(L,.
Sl (0.08) (0.13)
-1.10%**
A (log(L,.
(log(L 1-,)) (0.15)
A (og(Z,) 0.16* -0.16%*
og(L .
S (0.08) (0.07)
A (log(v 1) -0.41%%* -0.17* 0.31%*
og(v .
Sl (0.10) (0.09) (0.11)
A (log(y..) -0.24**
og(y .
SV (0.10)
0.23%**
DM2Q10
(0.04)
R? 0.40 0.71 0.73
2Adjumd 0.36 0.70 0.72
where:

values below each estimated coefficient refer to their corresponding standard error (*),
(**) and (***) shows statistical significances at the 10%, 5% and 1% levels, respec-
tively; y and L variables refer to the sector value added and labour employed in the
sector corresponding to each column, respectively; The subscripts (-1), (-2) and (-3)
indicate that the corresponding variable si lagged one, two and three periods, respecti-
vely; A refers to the first difference of the corresponding variable ; DM2Q10 refers to
a dummy variable with one in the second quarter of 2010 and zero elsewhere; R2 and
R2Adjusted are the R-squared and Adjusted R-squared, respectively
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ABSTRACT

This paper studies the determination of trade policy by considering an
imperfect competitive market. The model adopts the political process de-
veloped by Grossman and Helpman (1994), but it also takes into account
a different economic structure, which is based on the Footloose Capital
model. Two new appealing insights come from the consideration of mono-
polistic competition. Firstly, in this setting the interest group seems to be
more worried to persuade the government to set a high tariff when it can
charge a low mark-up. Secondly, the initial distribution of industry might
also influence the structure of protection in one economy.

Keywords: Endogenous trade policy; Monopolistic competition; Trade; Eco-
nomic geography.

JEL classification: F12, F13, R30.

RESUMEN

Este trabajo estudia la determinacion de la politica comercial en un marco
de competencia imperfecta. El modelo incorpora el proceso politico de-
sarrollado por Grossman and Helpman (1994), teniendo en cuenta una
estructura economica diferente, basada en el modelo Footloose Capital.
Dos nuevas predicciones surgen al considerar competencia imperfecta. En
primer lugar, en este marco, un lobby parece estar mas preocupado en per-
suadir al gobierno de aplicar un arancel elevado cuando puede cargar al
precio un bajo mark-up. En segundo lugar, la distribucion inicial de la firma
puede influir en la estructura de proteccion en una economia.
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Palabras claves: Politica comercial enddégena; Competencia monopolistica;
Comercio; Geografia economica.

Clasificacion JEL: F12, F13, R30.

I. INTRODUCTION

Quite often incumbent governments design economic policies con-
sidering not only the general well-being of societies but also their own po-
litical interests. Trade policies are one of the various sets of tools that policy
makers have at hand to pursue their political objectives. This set comprises
instruments of ad-valorem nature, quantity restrictions and a complex and
diversified range of non-tariff barriers. Trade policies affect individuals’
wealth, serving as frequent instruments to redistribute incomes among dif-
ferent groups in the society. Governments favor some interest groups by
protecting them from foreign competition; while, at the same time, nega-
tively affect others agents of a community.

During the three last decades, theoretical and empirical research has
focused in analyzing the political process from which the structure of trade
protection is determined. The Grossman and Helpman (1994) model is the
prominent framework that explains the formation of trade policy in a rep-
resentative democracy. This political-support approach has the interesting
characteristic of providing micro-foundations to the player’s actions, which
are less formally specified in previous political economy models. The political
process is developed by considering perfect competition. During the last
decades, this core background has been extended in several ways.!

Chang (2005) is one of the first attempts to analyze the determination of
trade policy in an alternative market structure. This model adopts the polit-
ical process developed by Grossman and Helpman (1994), but it takes into
account the Krugman-Dixit-Stiglitz monopolistic competitive model. Two
new insights, which are somewhat different from predictions of the core
model under perfect competition, arise from this extension. Interestingly, an
organized export sector may be affected by either an export subsidy or an

1. Bombardini (2008), Facchini et al. (2006), Gawande and Bandyopadhyay (2000), Gawande, et al.
(2006) and Mitra (1999) present interesting theoretical extensions of the core model.
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export tax. Moreover, the inverse of import penetration positively affects the
level of endogenous tariff, regardless the political status of the productive
sector. The author concludes that these differences in predictions suggest
that endogenous levels of protection vary with the characteristics of the in-
dustrial sector, i.e. the market structures.

Facchini ef al. (2010) have extended the Grossman and Helpman
(1994) model by allowing different degrees of substitutability between do-
mestically produced and imported goods in an ad hoc manner. The model relies
on the Dixit-Stiglitz monopolistic model but introduces different degree of
substitutability between differentiated goods vis a vis different source countries.
The main prediction is that higher levels of protection in small economies
are explained by a higher degree of substitutability between domestic and
imported varieties.

Alternatively, Ossa (2013) has developed a general equilibrium
framework of trade, which is based on the traditional model of Ricardo
(1817), the monopolistic competition setting of Krugman (1980) and the
core model of political economy.> The model serves to introduce a novel
quantitative analysis of non-cooperative and cooperative trade policy; the
quantitative application is a multi-regional and multi-industrial study for
a big country; it hands estimations of the United States tariffs.> One of the
main results is that estimates of optimal tariffs, which are computed by tak-
ing as given all other countries’ factual tariffs, are decreasing in the elastici-
ty of substitution due to the profit shifting effect.* The intuitive explanation
posed by the author is that lower elasticities give the United States more
monopoly power in world markets, which it optimally exploits by setting
higher tariffs. The negative relationship between tariffs and the elasticity of
substitution is also present when Nash tariffs are computed.> When cooper-
ative tariff are estimated, the relationship reverses; world cooperative tariffs
are negative for those industries that evidence the lowest elasticities and
increases strongly for industries with high elasticity of substitution.

2. The author introduces government’s preferences as a reduced form of the incumbent’s objective
function specified in Grossman and Helpman (1994). The numerical exercise computes the poli-
tical economy weights using estimates of Goldberg and Maggi (1999).

3. The author considers 7 regions, which are Brazil, China, the European Union, India, Japan, the
United States and the Rest of the World, and 26 manufacturing industries.

4. As industries’ mark ups are constants, the profit shifting effect captures changes in country i”’s
welfare due to changes in country i”’s aggregate profits originated in changes of industry output.

5. In this case, countries optimally retaliate.
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The present paper contributes the study of determination of trade
policy within a monopolistic competitive framework. It presents a back-
ground introduced in Ganame (2005) and based on the political-support
model of Grossman and Helpman (1994) that, though similar in nature to
those models presented in Chang (2005), Facchini et al. (2010) and Ossa
(2013), considers another economic structure based on the Footloose Capi-
tal model (Martin and Rogers, 1995). The Footloose Capital model (hence-
forth, FC) belongs to the New Economic Geography branch; it is the most
tractable model among the economic geography settings. Hence, this paper
aims to explore whether the fashion of the market structure may provide some
new predictions.

In fact, the setting developed hands two new appealing insights that
come from the consideration of monopolistic competition. Firstly, the inter-
est group seems to be more worried to persuade the government to set a high
tariff when it can charge a low mark-up. This insight is in line with the ar-
gument presented in Baldwin and Robert-Nicoud (2007). The authors show
that asymmetric appropriablity of rents is the reason why interest groups
fight harder to avoid losses. Secondly, the initial distribution of industry
might also influence the structure of protection in one economy. On the one
hand, the presence of a high number of firms in the economy involves a
tough level of competition among them, which tends to erode the potential
gains that capital owners would derive from the protectionist policy. In this
situation, lobbying activity might become less fruitful. On the other hand,
if the number of firms might reflect a measure of lobby’s political power,
a higher number of firms will magnify the potential gains of protection.
Hence, the lobby would be more willing to bid for protection.

This note is structured as follows. Section II presents the formal back-
ground, in which economic and political behaviors are specified. Section 111
introduces interesting insights that emerge from the political game when
the spatial distribution of firms is taken as given, i.e. a short run analysis.
Section IV gives the concluding remarks. Annex A presents the equilibrium
of the spatial distribution of firms when trade costs (included trade policy) are
considered exogenous. Finally, Annex B shows the comparative static analysis.

I1. THE THEORETICAL FRAMEWORK

This section presents the main features of the model as well as a
description of agents’ preferences over trade policy, the specification of how
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these preferences are aggregated into political demands and the govern-
ment’s objective function.

I1.1 The economic structure

As it was mentioned above, the economic structure takes the form of
the FC model which takes into account two economies, two sectors and two
productive factors. One of the assumptions introduced is that one economy
is small and represents the home country while the other is a large region
and can be viewed as the rest of the world. They have similar tastes and
technologies. The production structure is characterized by two different
sectors, the industrial sector, which is considered as the modern one and the
agricultural traditional sector. On the one hand, the industrial sector pro-
duces a number of varieties under increasing returns to scale and firms com-
pete monopolistically. On the other hand, the agricultural sector produces a
homogeneous good under constant return to scale and perfect competition.
This good is traded without frictions; while differentiated goods are traded
between countries with frictions and trade costs are modeled a /a iceberg.
The two economies are endowed with two factors, physical capital and la-
bor. While the manufacture activity uses both factors, the agriculture sector
only employs labor. In the short-run capital factor cannot migrate from one
economy to the other. Labor is the inter-sectoral mobile factor and is also
considered as immobile between regions.

The two economies are populated by individuals with identical pref-
erences though different endowments. The typical consumer of the small
economy maximizes the following quasi-linear Dixit-Stiglitz utility func-
tion:®

o1 \o-1

n o-l n*
U=c,+uhn Z:cl.cy +ZE;G (1)
i=1 i=1

where c4 denotes the consumption of the agricultural good, which is chosen
to be the numeraire good. ¢; and T;are, respectively, the domestic and for-
eign differentiated industrial good i consumed by a representative resident
of the small economy, and »n and n* are the numbers of varieties produced
domestically and abroad, respectively.” Thus, the total number of varieties

6. The rest of the world has an identical economic structure. All variables of the large economy are
denoted by an asterisk.

7. One of the results in the Dixit-Stiglitz monopolistic competition model is that there is one firm per
variety and one variety per firm.
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available in both regions equals N= n+n". u represents the expenditure on
all varieties and o > 1 is a parameter that stands for both the own price and
substitution constant elasticities.®

The total expenditure that a typical individual devotes to all sorts of
goods is given by the amount E. With quasi-linear preferences, the demand
functions of local and foreign goods, ¢; and ¢/, are given by the following
expressions:

. .
o p K and gr=— P~ M )

i I n n*

Z pil—c + Z ﬁjl_c Z pil—c + Z ﬁ:l—c
i=1 i=1

i=1 ] i=1

where p; denotes the price of the local differentiated good i, p; stands for the
1

L I-c nt x1-0 E
price of the foreign differentiated good i and P = (Z p, + Z D, j

i=1 i=1
is the average price that prevails in the home economy.

Hence, demands depend on the level of its own prices as well as on
the level of the average price; the smaller the average price, the lower the de-
mand of a particular variety. Equations (2) also show that when the intensity
of preferences for differentiated goods strengthens, i.e. ¢ increases, demands
of varieties augment. The demand function of the numeraire good is equal to:

ca=E—u 3)

Equations (2) and (3) represent the optimal choices of an individual in
terms of consumption. The corresponding indirect utility function takes the form:

v (P,E)=E+u[in(P)]-p (4)

where s(P)=[In(P~'w)] —u accounts for the consumer surplus that each indi-
vidual derives from the consumption of goods.

The two productive sectors use different technologies. The technology
in the agricultural sector is modeled as simple as possible. This sector uses

8. Preferences are modeled by taking into account a sub-utility function that imposes diminishing
marginal utility of expenditure on differentiated good; the advantage of this modelling strategy
is that one avoids the problem of indeterminacy of expenditure allocation. For more details, see
Baldwin et al. (2003).
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only labor to produce the traditional good under constant returns to scale. It
requires one unit of labor to produce one unit of the numeraire good, a,=1.
The aggregate supply of labor is sufficient to ensure a positive supply of this
good. As a result of these assumptions, the wage rate of labor, w, equals 1.
Labor factor is considered to be immobile across regions but mobile across
sectors.

The industrial sector exhibits increasing return to scale. A typical firm
faces a cost function which is not homothetic.” The fixed cost includes the
reward of capital while the variable cost involves the retribution of labor:

TC =7nK + ame Xw (5)

where 7 is the reward of capital, an 1s the input-output requirement of labor
and X = x+ X is the total supply of a typical firm, X is supplied at home,
while X is offered abroad. To keep the cost structure in a simple fashion, it
is assumed that each firm requires only one unit of physical capital, that is
K=1.10

Each firm can sell its production in the local market or abroad.
When domestic varieties are sold in the large region, local firms face an
iceberg trade cost, T. For simplicity, in this paper, the iceberg trade cost
only comprises an ad-valorem tariff, #*, which is set by the foreign govern-
ment; hence,t"=(1+¢%). Similarly, when a foreign firm wants to sell its
production in the small economy, it faces a trade cost 1=(1+¢) that
consists of an ad-valorem tariff, ¢, which is introduced by the do-
mestic government; in this setting t=(1+¢) arises endogenously. The
maximization problem of a local firm gives the following pair of prices:-

)2 =iamc and p,=1*
c—1 c-1

a (6)

mc

where p; is the price of the domestic variety i that prevails in the small
economy and p; is the price of the domestic variety i that prevails in

9. The factor intensity of the fixed cost differs from the factor intensity of the variable cost (Baldwin
et al., 2003: p. 71).

10. As in Grossman and Helpman (1994), the production structure consists of two productive sectors;
one sector produces the homogeneous good under constant returns to scale using only the mobile
factor. Due to assumptions related to this sector, the wage rate is fixed at one; hence, the rewards
to capital factor adjust to absorb the operating surplus of a firm that produces a variety under
increasing returns to scale.
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the large economy. —2_>1 denotes the mark-up that a local firm charges

above the marginal cost, given by amc. Firms have the same marginal cost
and the elasticity of substitution, o, is the same for every pair of varieties.
Hence, domestic varieties that are sold at the local market are equally priced
(i.e. p; = p). Also one can see that p; = 1°p; and p; = p = 1°p . Similarly, foreign
firms maximize benefits; the maximization problem gives the prices for each
foreign variety i in each market:

*

a (7)

mc

7k —
. and pr=1

c .
F=——q
P c-1 c-1

where p; is the price of the foreign variety that prevails in the foreign
economy and pjaccounts for the price of the foreign variety that prevails
domestically. In this case, p;= p°, p; = p and p =tp” . Moreover, since the
economies are assumed to have the same technology in every sector, dme=ame,
domestic and foreign varieties have the same price in domestic and foreign
markets respectively, that is p = p*. However, an asymmetry in prices between
both regions arises since trade policy applied by governments is generally
different, p# p'.

As it was remarked previously, this paper assumes only one sort of
trade policy instrument. Hence, in the small economy, the policy-maker
only may influence internal prices of varieties by introducing an ad-valorem
import tariff, z.!! The government introduces a wedge between the internal
and foreign prices if it decides to set a tariff. The tax revenue that the incum-
bent derives from this policy, in per capita terms, is given by:

n*

r= (1-1)pc* 8)

i=1

The government redistributes the tax income equally among individ-
uals. Individuals also derive income from alternative sources. Each resident
derives income as owner of one unit of labor and also, possibly, as owner of
capital factor. It is assumed that individuals may have at most one unit of cap-
ital. Those individuals that own physical capital will perceive that their in-
comes are influenced by the external competition of foreign varieties. For this

11. The model features a shortcoming in this respect, since does not formally consider a wider ran-
ge of trade policy instruments and the proper selection mechanism that government may apply.
Though Grossman and Helpman (1994) and Chang (2005) take into account a wider set of ins-
truments, authors circumscribe them to a sub-set of trade policy such as ad-valorem taxes and
subsidies applied on exports as well as on imports.
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reason, they will be interested to prevent such competition via a tariff applied

to them. A higher tariff increases the average price of the small economy since

1
1

P _ (Zn:p;—c + iﬁ;l_c JE _ (npl—c +n * 1—9*1—6 )E and ]_?*=‘L'p* As lt can
i=1 i=1

be seen from equation (2), a higher average price tends to increase the de-
mand of each local differentiated good, which of course favors local firms.

I1.2 The political game

The study focuses on the short-run period; hence, capital cannot flow
from one region to the other in order to look for higher rewards. In the short
run, other strategies can be taken in order to increase benefits; capital owners
may have an economic incentive that drives them to influence the government
in its trade policy choice. By avoiding the external competition, local firms
capture a higher share of domestic market, which increases total profits. Owners
of capital have a common interest in doing that, so they may choose to join
forces for political activity. As in Grossman and Helpman (1994) setting, it is
assumed that capital owners can overcome the free-rider problem that arises
in collective actions and organize themselves into an interest group.

The lobby that represents the interest of capital owners makes po-
litical contributions contingent on the tariff imposed by the government.
C6(t) denotes the contribution schedule offered by the interest group. The
lobby chooses the optimal level of the contribution maximizing its total net
welfare V;;=W;;—C;;. The gross welfare is given by:

W, =1, +zn [pP(1)]+ o, [R()+S(PR)]  ©

where [ is total labor supply of capital owners, m; is the profit of a firm
that produces a particular variety i, a,; is the fraction of the voting pop-
ulation that owns capital and belongs to the lobby, R(7)=1Ir(7) is the total
tax revenue, S(P(7))=Is(P) stands for the aggregate consumer surplus, and /
represents total population in the small economy.

As in Grossman and Helpman (1994), the government is interested
in both the level of contributions and in the well-being of individuals. The
incumbent cares about the total amount of contributions because they are a
potential source of economic funds to finance campaign spending; contribu-
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tions may also provide other direct benefits to politicians.!> The well-being
of the society is of concern to the government because individuals, as voters,
are more likely to re-elect a government that has taken actions to improve
their standard of living. Hence, the linear objective function that reveals the
government’s preferences just equals to:

G:C1G+6W(p,P(r)) (10)

where 0 is the weight that government attaches to the society’s welfare rela-
tive to the amount of campaign contributions and W is the aggregate welfare
given by:

W:I+izz1:7ci[p,P(r)]+[R(r)+S(P(r))] (a1

1 is the total income of labor factor since w=1. Aggregate welfare also com-
prises the total income of capital owners, the total tax revenue, because the
incumbent government redistributes tariff revenue in the form of poll subsi-
dies, and the aggregate consumer surplus.

Political activity governs the scene of the short run. The model has
the structure of the principal-agent problem. This situation arises when a
principal attempts to persuade an agent to take an action that may be cost-
ly for the agent to perform. The political ingredient considers two kinds
of actors. First, a single interests group, the principal, serves to coordinate
campaign contributions and to communicate the political offers to the in-
cumbent. The lobby chooses its contributions maximizing the net welfare of
its members; and contributions are linked to the trade policy implemented
by the incumbent. Second, an incumbent government, the agent, maximizes
its own objective function given by equation (10).13

The sequence of the model is as follows. The short-run setting is
characterized by a two-stage non-cooperative game in which the lobby
chooses its political contribution in the first stage and the government sets
the trade policy in the second. The short-run equilibrium gives the optimal

12. Mitra, Thomakos and Ulubasoglu (2002) emphasize that in dictatorships the “other sort of bene-
fits” are the main reason why dictators are interested in contribution funds.

13. Grossman and Helpman (1994) and Chang (2005) allow for competition among many lobbies
that represent interests of specific factor owners. As it will be noted in sub-section III.1, a single
organized interest group is a special case, with similar predictions about the structure of protec-
tion that emerges in case where there is rivalry among interest groups.
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levels of contributions and trade policy, which is reflected by a parameter
that measures the level of freeness.

II1. THE SHORT-RUN EQUILIBRIUM

I1I.1 The endogenous protection

Grossman and Helpman (1994) assume that the interaction between
lobbies and the government takes the form of a menu auction in the sense
of Bernheim and Whinston (1986). Bernheim and Whinston (1986) develop
a model that is adaptable to many cases in which a single individual is en-
dowed with the power to make a relevant decision and differently affected
agents offer rewards in an attempt to obtain their most preferred outcome.
In lemma 2, authors characterize the set of Nash Equilibria for first-price
menu auctions; proposition 1 of protection for sale is a characterization of
the equilibrium to the particular case of a trade policy game in which the
economic structure features perfect competition within sectors and technol-
ogy is governed by constant returns to scale.

This paper follows the Grossman and Helpman (1994) approach as-
suming the same kind of interaction between the government and a single
lobby. In this background, if the contribution function is differentiable and the
equilibrium price maximizes both the welfare of the particular lobby and the
government’s objective function, the lobby may choose a contribution that is
locally truthful. Such a contribution schedule has the interesting property of
indicating identical marginal changes in the contribution and in the lobby’s
welfare when both changes are caused by a marginal change in the tariff, that is:

aC;G (To) ) 6WIG (po,Po (Io))
ot ot

(12)

In equilibrium, truthful contributions induce the government to be-
have as if it were maximizing OW+W;.!#4 In this case, the objective function
of the government is characterized by a social welfare function that weights
differently the members of society. Lobby’s members receive a weight of
(1+0) and individuals who are not organized receive a smaller weight,0. The
first order condition of this problem is:!?

14. One can decompose total welfare by distinguishing welfare of not organized individuals from
well-being of those who belong to the interest group.

15. Goldberg and Maggi (1999) have pointed out that the same trade policy outcome may arise when,
instead of assuming a menu-auction problem, it is assumed a Nash bargaining game.
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oW (p P (7)) aw(p () (13)
o ot

Equation (13) characterizes the equilibrium domestic tariff, and con-
sequently the equilibrium of domestic prices, of all varieties supported by
the differentiable contribution function.

To look for the derivatives of the lobby’s welfare and the aggregate
welfare with respect to the tariff, first a final expression for profits of a typ-
ical firm has to be calculated:

M=(pc+pc)l—|n+a, (x+%)] (14)
Equation (14) depends on optimal demands (equations 2) and the
. : c-1
marginal cost, i.e. a, =p— .
G

Hence, after replacing in equation (14) all expressions, and considering
the fact that the market clears when (c +1* E) I =x+Xx ,firm’s profits are

equal to:
¥l-o % Tk
Ilzl{ Wt + 1 o 1}—n (15)

1- 1—
ocln+n*t ° n*+nt*°

where p* represents the expenditure on all differentiated goods in the
large economy. Equation (15) can be expressed in terms of the spatial

e . ul *[*
distribution of expenditure, 5, = — and 1—s, =———— where

d e

E"=wl+u*I* is the total world expenditure in varieties, and in terms

of the given spatial distribution of industry, s, = ~ 16

16. The assumption of 1 unit of capital per firm implies that the total number of firms equals the total
the total stock of physical capital in the world.
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The marginal changes in aggregate welfare and in lobby’s welfare
due to a marginal change in the tariff are given by the sum of the marginal
changes in profits, total tax revenue and aggregate consumer surplus. As
it 1s expected, the marginal policy change positively affects profits. Such
change has two different impacts in tax revenue. On the one hand, a positive
direct effect which reflects the fact that when the tariff changes, the income
revenue changes in the same direction for a given level of imports. On the
other hand, an indirect negative effect, which shows the change in import
quantities as the tariff is modified. Finally, the effect of the marginal tariff
change on the aggregate consumer surplus is, of course, negative.

Replacing the impacts of the tariff change on profits, on the total
tax income and on the aggregate consumer surplus into equation (13), the
following expression arises in the short run:

[_(1_Sn)fl_c+T_G(1_Sn)+1'_10sn]=—((1+f)e) (G_l)sn+csn (17)
o c

Equation 17 can be written in terms of a freeness parameter as:

o o L 1+0 -1
—0+0°'+s5 | d—0¢°' +0° o ——((g +39)(00 )Sn+GSn (18)
1G

where ¢ = 7! represents a measure of freeness that takes values between
zero and one. As 7 increases, ¢ tends to zero. By contrary, when differentiated
goods are almost traded freely, ¢ is near to one. If trade were completely
free, t = 0; however, in this setting with monopolistic competition, when
the incumbent maximizes the general welfare, the outcome is a second best
optimal tariff. Therefore, the level of freeness would tend to be less than one.

Equation (18) cannot be solved in general for the degree of freeness,
¢, since such level in the left hand side has different powers in each term.
The left hand side (henceforth LHS) of equation (18) can take positive, null
or negative values. It takes positive values for admissible values of ¢ > 1
and 0 < 5,< 1. The higher the value of o, the higher the probability that the
LHS expression is positive for a particular s,. For small values of s,,, the LHS
expression can still be positive; however, as s, tend to zero, it tends to be
negative. A necessary condition for the LHS of equation (18) to be positive
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1 o
is that 5,607 >(1—s,)| —¢°' | (Cl). Ifthe left hand side (LHS) is

positive, as ¢ increases, the LHS increases. A sufficient condition for this

1
— o-1
positive relation is that ¢°~! > —— (C2).!” Though one cannot obtain from (18)
c

a final expression to measure the level of protection, it might be interesting
to consider the LHS as a proxy of the inverse of such measure and analyze
how it is influenced by political and economic variables. Some constructive
predictions arise from this approximation.!8

Like one of the relevant outcomes of the Grossman-Helpman ap-
proach, equation (18) confirms that when the incumbent has a remarkable
concern for the well-being of the society, it will avoid creating an important
excess burden via the introduction of a high tariff. Hence, for a high value
of 6, the LHS of equation (18) will also be high.

As the share of voters who are members of the interest group in-
creases, the level of trade freeness also increases. Though this prediction
is also present in Grossman and Helpman (1994), its explanation here is
somewhat different. In a setting in which many lobbies interact, the fact that
lobbies want to increase the domestic price of their goods but to lower the
prices of the other goods in order to avoid the excess burden as consumers
generates a competitive mechanism that makes lobbies’ actions to neutralize
each other. Here, with only one interest group as principal, the competition
effect is absent. However, the members of the lobby, as consumers, also
want to avoid the high social cost of a protective tariff. The deadweight loss
that the lobby faces increases as the share of population who belongs to
the lobby increases.'® However, the extra profits that the group as a whole
obtains with the tariff implementation do not change with changes in «,..
The negative effect of the tariff on the lobby’s welfare could be relatively
more important than the positive effect of the extra benefit for high values of
a,;- The incentive to lobby for a tariff diminishes as the share of individuals
that belongs to the interest group increases. Hence, the optimal trade policy
for the government might be one which is near to the second best optimal
tariff that such government would choose when maximizes general welfare.

17. This condition does not hold for values of near to zero and values of near to one.
18. Annex B presents the derivations of comparative statics.

19. The negative impact that the tariff has in consumer surplus is multiplied by the total number of
people that belongs to the lobby.
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s, + SnG(G—l)

When 0,5 =1, the LHS equals to , which is positive

c
since by assumption > 1. If a;; = 0, the fraction of population that owns

capital is very low. The LHS is positive when 0 > Ll (C3) holds. In this
G_

case, a high level of free trade is the probable outcome when the demand
elasticity is relatively high and the government is well concerned about gen-
eral welfare.20

Though lobbies would persuade the government to introduce a tariff
when demand elasticity is high, the incumbent will follow the Ramsey rule

(1+6) 1

— (C4) holds. The political cost that government may
(oc G+ 9) G’
bear increases with the excess burden that individuals have to face when the
incumbent set a tariff and this burden is higher at higher demand elasticity.
When 6>0 and 0 and o are high, condition (C4) holds. Moreover, though 6 =0,
the government would follow the Ramsey rule. A similar reasoning as the
one explained in the previous paragraph applies. If the proportion of the
society that belongs to the lobby is high, a,., the lobby’s welfare will be
more affected by the negative effect that the tariff imposes to its members
as consumers than by the positive effect that members can derive as capital
owners. Therefore, it is more likely that the government sets a wedge be-
tween the domestic and foreign prices when the demand elasticity is low,
since the deadweight that the incumbent introduces in this case is lower.?!

when 1>

The spatial distribution of firms also seems to influence the struc-
ture of protection in an economy.?? The relationship between the industry
share and the inverse of the level of protection is a priori ambiguous. On the
one hand, one might expect that concentration of firms in one region would

20. When the elasticity of demand is high, the deadweight loss is important.

21. The effect of the elasticity of substitution is not easy to visualize since such variable is also present
in the LHS of equation (18). Chang (2005) does not present a definite relationship between trade
policy and the elasticity of substitution, as well as does not hand an insight on the effect of mark
up on the level of protection. Nonetheless, from equation (22) of Chang (2005), one would infer a
positive relationship between the inverse of mark up and the level of protection obtained with an
ad-valorem import tax.

22. Some caution have to be taken when one analyses the impact of s» on the level of freeness due
to the fact that this variable is also present in the LHS of equation (18). However, interesting
plausible insights rises from the following analysis presented in the text.
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reflect the political power of the industrial sector since the gains that produc-
ers would obtain from an increase in protection would be magnified by the
number of firms. In this case, the lobby would have much to lose from free
trade; hence, it would bid more actively for protection. On the other hand,
the presence of a high number of firms in such economy involves a tough
level of competition among firms that tends to lower the potential gains that
capital owners would derive from the protectionist policy. In fact, when lo-
cal competition is important, foreign competition and the lobbying activity
to avoid it become irrelevant. The relationship between a given industrial
share and the level of freeness will be positive if the following inequality
holds:

(1+6) o-11

1
>(oc,G+9) c o

(C5)

If he sign of condition (5) is inverted, the relationship is negative.
Finally, a particular distribution of industry might not influence the level
of freeness when this level is too small, that is when the economy is almost
closed. For levels of freeness near to zero, expression (18) approximates to:

L 1+6 -1
d)cfl — _ ( ) (G - )_+_1 (19)
(a;+0) o
1
where ¢°7' = T also measures the degree of trade freeness. In this case,

the economic variables that affect the level of protection are the demand
elasticity and the level of mark-up, which depends on demand elasticity. The
protectionist government follows the Ramsey rule as long as ¢ > 2. Political
variables impact in the level of protection in a similar manner as they do in
the general case.

I11.2 Political Contributions

The characterization of the equilibrium (equation 13) involves the
fact that the interest group may offer contributions that are locally truthful.?3

23. The consideration of truthful contributions restricts the set of Nash equilibria that emerge when
contributions are assumed to be differentiable to the set of truthful Nash equilibria supported by
truthful bids functions. Bernheim and Whinston (1986) have shown that a player can substitute a
truthful strategy for a non-truthful one without facing any additional cost. Since these strategies
are also coalition proof, the authors have argued that truthful Nash equilibria may be focal among
the set of Nash equilibria.
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When the lobby plays truthful contributions, it will choose the maximum
level of its net welfare in such a way that will induce the government to se-
lect the lobby’s most preferred trade policy. Since the lobby aims to increase
its net welfare (Bjg ), it will do it by diminishing the level of contribution
until making the government be indifferent between the trade policies that
it can choose. In this case, the incumbent has two alternative possibilities; it
can select the lobby’s most preferred policy, 1°, or the one that maximizes
general welfare. As it was mentioned above, when the government maximiz-
es general welfare, as there is a distortion in the economy due to the monop-
olistic pricing rule, it will choose a second best small tariff. This tariff, t”,
will be lower than that the lobby prefer the most. The equilibrium campaign
contribution that satisfies the incumbent’s indifferent situation is equal to

ol (2).3)=0m (")) -0 (1" (<)

As Grossman and Helpman (1994) have pointed out, when there is
only a single organized interest group, it contributes to the government an
amount that is proportional to the excess burden that the equilibrium trade
policy imposes on the society. The proportionality component is given by
the relative weight that the incumbent set on general welfare. The excess
burden is given by the sum of the gain in producer surplus when government
chooses the lobby’s most preferred equilibrium tariff, the tax revenue that
the government derives from such policy and the loss of consumer surplus
as a result of the protectionist policy. In this case, the government payoft is
equalto G=0 WI( p (rW )) , just the same to what the incumbent would derived
if it were implemented a second best trade policy.

VI. CONCLUDING REMARKS

This paper has aimed to explain how tariffs are endogenously deter-
mined within a background of imperfect competition. The model incorpo-
rates in an economic geography setting, the political standpoint of why gov-
ernments may select trade policies that are far from those that maximize the
general well-being. Particularly, two different backgrounds are combined
in order to characterize the political game and the economic structure. The
Grossman and Helpman (1994) model has usefully served to characterize
the political game due to the fact that, as it well known, it provides micro-
foundations for each payer’s behavior. The FC model has provided an eco-
nomic structure in which one of the two sectors competes monopolistically.
Both models share the nicely feature of being relatively tractable; therefore,
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these frameworks were selected as pillars to build a first simple background
that helps to understand how economic variables, that are relevant in a mo-
nopolistic competition structure, may determine the endogenous tariff.

As it can be expected, predictions derived from the influence of po-
litical variables are the same than those of derived in the Grossman and
Helpman (1994) setting. All else given, a relevant government’s concern
about the welfare of the general electorate will predict a high level of free-
ness. Though competition among lobbies is not present in this setting, as the
share of voters who are members of the interest group increases, the level of
trade freeness also increases. The deadweight loss that the lobby faces when
a high tariff is implemented increases with a,;, but the extra profits that the
group as a whole can derive do not change. When the negative impact in the
welfare’s lobby becomes relatively more important than the positive effect
of the extra benefit due to the tariff change, the lobby does not contribute. In
fact, as truthful contributions reflect the marginal change in lobby’s welfare,
a negative impact prevents the lobby to bid for protection.

Two new appealing insights come from the consideration of a mo-
nopolistic competition structure. Firstly, in this setting the interest group
seems to be more worried to persuade the government to implement a high
level of protectionism when it can charge a low mark-up. This insight is in
line with the argument presented in Baldwin and Robert-Nicoud (2007); the
authors explain the asymmetric incentive that makes interest groups to fight
harder in order to avoid losses; the asymmetric appropriablity of rent is the
reason for that.?* Secondly, the initial distribution of industry might also
influence the structure of protection in an economy. On the one hand, the
presence of a high number of firms in such economy involves a tough level
of competition among firms that tends to erode the potential gains that capi-
tal owners would derive from the protectionist policy. In this situation, lob-
bying activity might become less fruitful. On the other hand, if the number
of firms might reflect a measure of lobby’s political power, a higher number
of firms will magnify the potential gains from protection. Hence, the lobby
would be more willing to bid for protection. When an economy is almost
closed, the industry share is not a relevant variable in the determination of
the trade policy.

24. As authors explain, in an expanding industry, entry tends to erode those rents that may arise from
persuading the government to set the lobby’s most preferred policy. Differently, in declining
industries, sunk costs rule out entry as long as the rents are not too high. In other words, there is
an asymmetric appropriablity of rents.
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ANNEX A

The Footloose Capital Model: The spatial distribution of firms

As it was mentioned above, the endogenous level of protection is
derived by considering the spatial distribution of firms as given; hence, the
background allows for a short-run analysis. NEG models take into account
the possibility of factor mobility; this consideration is crucial in defining the
spatial distribution of economic activity in the long run.

The FC model assumes capital services move from one region to an-
other in the long run. Unlike in the short run, capital owners can offer their
capital services in every region, looking for the highest nominal reward.? In
this context, the long run equilibrium is only achieved when capital owners
have not incentive to continue offering capital services in the other region.
This situation happens either when capital earns the same retribution in both
regions or when such factor is agglomerated in one of the two regions and
this region pays the highest (and only) reward. In other words, one can visu-
alize two types of long run equilibria; the interior ones which equalize profits
between regions, = ", or the core-periphery outcomes in which s,= 0 and
n <m or s,= 1 and m > w*. Focusing in interior outcomes, the equilibrium
division of industry equals to:

¢ —_ ¢ N (1-99%)s, (A1)
t(1=0) (1-9)(1-9%)

25. Although capital services are perfectly mobile in the long run, the FC model assumes capital
owners are completely immobile across regions. Thus, owners spend their incomes in the re-
gion where they live. This assumption prevents the model from displaying circular causality, an
important characteristic of most NEG models. Though this absence makes the FC model totally
tractable, it brings the disadvantage of losing the self-reinforcing mechanism that is present in
other economic geography models.
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where ¢* =1 *1° " Characterizes the foreign level of freeness, which is consid-
ered as an exogenous variable. Equation (A1) shows the positive relationship
between the share of industries located in the small economy and the spatial
distribution of expenditure in differentiated goods. Such relation reflects the
fact that a high market size in one region tends to encourage concentration of
firms in that economy. The process involves the interaction of two opposite
forces. On the one hand, monopolistic firms desire to locate their production
in the largest market in order to increase their sales and profits and to export
to small ones, when trade barriers are present. Such behavior is a distinctive
characteristic of the monopolistic industry and defines the so-called mar-
ket access effect, which is an agglomeration force. On the other hand, firms
want to avoid competition locating their production in regions in which there
are fewer competitors. This effect is called the market crowding effect and
represents a dispersion force. Both forces make up the home market effect
which highlights the outcome that for an exogenous change in the share of
market size, the relocation of firms is more than proportional to that exoge-
nous change, that is

os, _ (1-9¢%)

o, (1—0)(1-0%)

The home market effect depends crucially on the levels of freeness
of the home economy and the rest of the world. When protection diminishes
and both economies become freer in terms of trade, the home market ef-
fect becomes more powerful. The reduction in protection weakens the two
forces, the market access advantage and the market crowding disadvantage.
However, the fall in the tariff weakens the dispersion force at a higher speed
than it weakens the agglomeration force. Hence, freer trade magnifies the
degree of relocation of firms; capital becomes more footloose as the level
of trade freeness increases. Algebraically, these effects can be shown by the
following partial derivatives:

OHME __ 1 . .. OHME _ 12>0 (A2)

% (1-¢) % (1-¢%)

The reasoning behind this argument is that as trade gets freer, com-
petition from firms that are located in the other economy becomes as impor-
tant as domestic competition. The market crowding disadvantage of being
in the larger market turns into an irrelevant problem. Hence, the incentive to
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relocate capital factor from one region to the other in order to avoid competition
vanishes; competition is not very much localized for low tariff barriers. The
advantage of producing in the larger market, the market access effect, also
erodes as the level of freeness increases since firms can have access to all
markets when barriers are dismantled.

This paper has endogenously determined the level of protection
in the small economy. Though an extended formal background should be
considered to explore how political variables would impact on the spatial
distribution of firms, one can intuitively follow a path of reasoning to have
a roughly first notion. Since the level of freeness depends on political and
economic variables and the home market effect depends on this level, one
can deduce implicitly that impact in terms of such variables:

HME = f(¢(6,04.0.5,)) (A3)

Hence, intuitively, when the government has a valuable concern on
the well-being of individuals, the share of voters who are members of the
interest group, the mark-up and the constant elasticity are high, the home
market effect would become powerful since the level of freeness tends to
be relatively high. An exogenous positive change in the market size would
trigger a more than proportional change in the location of industry.

An interesting issue arises when one considers the initial spatial dis-
tribution of industry. The home market effect may be affected by the initial
share of firms, i.e. 5, since, as it was mentioned above, it affects the level of
freeness. However, the direction of such impact is a priori not determined.
If condition (C5) holds, a high initial share will reinforce the home market
effect. When the economy is almost closed, the initial distribution of industry
does not impact on the home market effect.

Equation (A1) shows that the location of industry depends not only
on the market size but also on other variables. The first expression in the RHS
of equation (A1) is indeed related with the level of freeness. Hence, the total
impact of the level of freeness on spatial location is given by the following
expression:

Os 1 1

n

—~ —+ =S, (A4)
@  (1-¢) (1-9)
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When trade costs are asymmetric, they affect differently the location
of industry. In fact, a high level of protection in one economy creates a posi-
tive profit gap that favors such economy. The difference in profits stimulates
capital to flow from the region with high level of freeness to the other, with
high level of protection. While the level of freeness in the home economy
negatively affects the share of local industries, the level of freeness in the
foreign economy affects positively the industry share of the local region:

0s, 1

- —5, >0 (A3)
0% (1-¢*)

A government that scarcely weights the welfare of individuals in the
short run and set a high tariff will induce a relocation of firms to its economy
in the long run. Such relocation in favor of the relatively closed country is
also probable when capital owners who are part of the lobby are few, the
mark-up that firms can charge is low and the demand of varieties is relatively
inelastic. Moreover, the likelithood of such relocation increases when the for-
eign country is a freer trader.

The market size

Since market sizes are also relevant variables that define the eco-
nomic landscape between different countries, it is a useful task to fully
characterize them. Market shares are defined by the total income that local
individuals spend on differentiated goods in each market in terms of total
world spending on such goods. In the quasi-linear utility function (equation
1) the intensity parameter, 1, which reveals the preferences for varieties, is
assumed to be common to all individuals in each region. However, though
identical inside each country, it may differ across them; p # u* . Hence, the
total spending on differentiated goods is simply = = [u in the home region
and Z* = I"u* in the foreign country, and the sum of both represents total
world spending on differentiated goods, E”. The local market size is therefore

%k k
M~ 2
=w

S, = du and the foreign market size is equal to 1-s, =
P:"W

As it was mentioned in section I, in every region each individual is
endowed with one unit of labor and possible one unit of capital; accordingly,

26. The quasi-linear structure of preferences implies that income effects are absent; hence consumer
spending on differentiated goods is independent of income.
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the home population equals the number of labor, / = L. Labor force in the home
economy can be expressed in terms of world labor endowment, L=s;L"”, where
L"=L+ L"and s;= L/ L”. Relative home market size is therefore:

§ = i (A6)

*
(=),

Equation (A6) expresses the relative market size of the home econ-
omy in terms of its share of world labor and the ratio of the intensity pa-

rameters. The more skewed local individuals’ preferences on differentiated
*
goods relatively with those of the foreign economy, Ladll <1 , the bigger relative
U

home market size. Also, a higher share of labor factor involves a higher market size.

What means “small economy”?

It has been used the term “small economy” without precisely defining
in terms of what parameters the economy might be considered small. The
small economy term was used to highlight the existence of some kinds of
asymmetries in the model, beyond the one that exists in trade costs, without
explicitly specifying which asymmetries were taken place.

As in other NEG models, in the FC setting uneven economies may
arise because of differences in market size and factors endowments. The
domestic economy can be small due to the fact that its relative market size
is low, s, < 1/2 . Equation (A6) defines the market share in terms of the
intensity ratio of preferences and the labor share of world labor endowment.
Therefore, a low relative market size can be the result of a relative lower
expenditure on differentiated goods by local individuals, a small population
in the home country, or both. The economy also might be small in terms of
the capital endowment, i.e. s, < 1/2 .

When differences between regions are the outcome of differences
in market share, a small size spurs firms to locate in the larger region; the
market access advantage operates in favor of the rest of the world. However,
the small economy has the advantage of being the region in which firms
face less competition. A dispersed equilibrium is the likely result when trade
costs are high since the small region protects pretty well its industry from
competition coming from the large region. As equation (A4) shows, though
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a lower trade cost boosts the impact of 5, on s, , since s, < 1/2 ; such impact
does not predominate in the determination of the geographical distribution
of firms. There is a process of delocation of firms from the small region
to the large one as the tariff falls. The political game can prevent such a
delocation when the local lobby has the incentive and succeeds in the short
run to persuade the government to set a high tariff, or when the incumbent
scarcely cares about the general welfare, or both.

If the economy is small in terms of capital endowment, an interesting
issue to analyze is whether the region is an importer or exporter of such factor.
The difference between the share of employed capital, s, and the spatial
distribution of capital owners, s, gives the direction of capital flows. The
small economy hosts foreign capital when the following inequality holds:

S, —(I)+(I)(I)*(1—su)

>1/2 A7
(T-0)(1- )

Because of similar arguments as those expressed above, this situa-
tion is likely to occur when the local government implements a high tariff,
when the foreign government follows a free trade policy and when the small
economy is not too small in terms of the market size.

ANNEX B
The Comparative Statics Analysis

The effect of the weight government attaches to the well-being, 0, on
the proxy of the level of freeness (LHS of equation 18) is:

OLHS _ (ot +6)—(1+6) (c—lSnj

00 (o +6)2 c

(BI)

1_ —
:(( OL[;))Z(G 1SHJZO sinceOL,GSI and o >1
O+ °

Similarly, total differentiation of equation (18) with respect to the
share of voters who belong to the interest group, a, is positive:
OLHS 1 c—1
0, (0+0) ©

s >0 (B2)

n
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The inverse of mark up (IMU) also impacts on the proxy of the level
of freeness; as IMU = (o - 1)/ o increases, the proxy expression diminishes
since:

ois ___(1+6) ®3)
OIMU  (a,;+6)

The own price and substitution elasticities are represented by only
one parameter, o:

OLHS (1+6) ) _G—(G—l) L
o (o +8) " c’ " (B4)

__ (1+0) L}Sn

(o,;+6) "Lo

Government will follow a modified Ramsey rule if expression (B4) is
positive; hence condition (C4) is derived by taken into account that 0LHS/0c >0,
which implies:

(1+6) [ 1 »
1> m[—z} (Condition (C4))
1G G

Finally, the impact of the share of firms on the proxy level of free-
ness equals:

oLHS _ (1+6) (o-1)
Os, (a,;+6) o

+0 (B5)

When 0LHS/0s,, >0, the following inequality holds:

(1+6) o-1

1
(0,40 o

{l} (Condition (C5))
(0}
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ABSTRACT

We examine the impact of descentralized public policy in the form of inter-
governmental fiscal transfers on local election outcomes —the probability of
reelection. We assemble a new and unique dataset recording every local ex-
ecutive election in the period 1995-2011 and examine the electoral effect of
various types of intergovernmental fiscal transfers. We find that the odds of
reelecting local incumbents are increasing in the incumbency dummies for
both major parties. Local governments which receive a positive discretion-
ary transfer from the provincial government have also associated higher
odds of being reelected. The probability of reelection is also increasing in
the difference in the vote share between the winner and the runner up in the
previous election. Finally we find evidence that the amount of discretionary
transfers per capita affect positively the probability of reelection only in
those governments aligned with the provincial government. Our results are
robust to controlling for other potential explanatory variables.
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RESUMEN

Analizamos el impacto de la politica publica descentralizada bajo la forma de
transferencias fiscales inter-gubernamentales sobre los resultados electora-
les a nivel local. Usando una base de datos especialmente compilada para
este trabajo, examinamos el impacto de diferentes tipos de transferencias
inter-gubernamentales sobre la probabilidad de reeleccion. Encontramos
que la probabilidad de reeleccion de los incumbentes es creciente en las
dummies de incumbencia para los dos principales partidos. Los gobiernos
locales que reciben un monto positivo de transferencias discrecionales
desde el gobierno provincial también poseen mayores probilidades de ser
reelegidos. La probabilidad de reeleccion también es creciente en relacion
a la diferencia en el porcentaje de votos entre el primero y el segundo en
la eleccion previa. Finalmente, encontramos evidencia de que el monto de
transferencias discrecionales per capita afecta positivamente la probabilidad
de reeleccion solo en aquellos gobiernos locales alineados politicamente
con el gobierno provincial. Nuestros resultados son robustos a la inclusion
de variables de control adicionales.

Palabras Clave: Reeleccion, Transferencias Inter-Gubernamentales, Politica
Fiscal, Gobiernos Locales.

Codigo JEL: H72, C23, C25.

I. BACKGROUND AND MOTIVATION

In many federal countries, a large proportion of local governments
rely almost exclusively on revenues other than their own. This may be due
to the fact that many local governments have expenditure levels which are
far larger than the amount of taxes collected locally. It may also be the result
of the specific features of the inter-jurisdictional financial arrangements in
place. Either way, this form of financing local spending may generate an
incentive structure that discourages local fiscal discipline and may have
adverse effects on electoral competition. In this paper, we focus on the po-
litical (electoral) effects of inter-governmental cash transfers for a sample
of over 2000 local elections in Argentina. Our study makes two related con-
tributions. Firstly, it introduces electoral competition as a predictor of the
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probability of reelection. Secondly, it assesses the impact of different types
of transfers —automatic, discretionary- on the probability of reelection.

There is a vast literature addressing the relationship between cash
transfers and economic and political outcomes [Levitt (1995),Khemani
(2003), Sakurai and Menezes-Filho (2008), Litschig and Morrison (2009),
Brollo et al. (2009), Arvate et al. (2010) Brollo and Nannicini (2011)]. Levitt
(1995) shows that higher federal transfers to a constituency increases the
congressional incumbent’s vote share by a significant margin. Using data
for Brazilian municipalities, Sakurai and Menezes-Filho (2008) show that
higher public expenditures increase the probability of reelection of Brazilian
mayors; more specifically, higher capital expenditures in the years preceding
the election and higher current expenditures in the election year increase the
probability of reelection. There are several studies exploring various aspects
of the relationship between fiscal transfers and electoral results for Argen-
tine municipalities. Porto and Porto (1999) suggest that fiscal performance
during the election year and the previous year is a significant predictor of the
probability of reelection of local mayors in the Buenos Aires province. Sim-
ilarly, Porto and Porto (2000) find that capital expenditures are associated
with a greater probability of reelection. More recently, a paper by Cingolani
et al. (2009) finds that municipalities and townships which receive discre-
tionary transfers in the election year increase their probability of reelection;
another paper by Paniagua (2012) find that provincial transfers are distrib-
uted politically to municipal governments in her study of two Argentine
provinces, Buenos Aires and Cérdoba. Although the scholarly literature has
found reelection rates of local mayors and governors (and legislators) to be
rather high [Porto and Porto (1999), Porto and Porto (2000), Sakurai and
Menezes-Filho (2008), Levitt (1995)], there are various differing explanations
as to the variables that influence the probability of reelection.

The choice of local governments of the province of Cordoba is made
on the basis of its significance as a politically decentralized constituency —the
province with the largest number of local governments- and the availability
of disaggregated transfer and electoral data. The period examined also al-
lows us to explore whether aligned and swing districts have been targeted by
the provincial government —which remains the same political color through-
out the period- by the selective allocation of discretionary funds.

The theoretical presumption behind our hypothesis is that the vote
share of the incumbent party at the local level is directly related with the
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amount of money spent in the local jurisdiction. More precisely, in line with a
long-standing literature, we argue that the vote share going to the incumbent
party is a function of spending financed with resources that are collected
without local political effort; in other words, the larger the share of spend-
ing which is financed through resources not locally collected —resources
collected in other jurisdictions, automatic and discretionary transfers from
the provincial and national government, resources collected from local tax-
es designed to be applied to non-local taxpayers'-, the larger the vote share
for the incumbent party. Note that due to several data limitations obtaining
vote shares, we use a proxy that has been widely used in the literature: the
probability of reelection.

I1. LOCAL GOVERNMENTS IN ARGENTINA

As of 2010, there are 2259 recognized local governments in Argenti-
na, half of which have the legal status of municipality.” Local governments
elect their own representatives and receive transfers from both the provincial
and national governments. In most provinces, a population of at least 10000
is required for a municipality to have the right of sanctioning their own mu-
nicipal charter. Smaller local governments are not entitled to this. In many
aspects, Argentine municipalities are afforded a great deal of autonomy by
law. Due to the tax-sharing system, however, in practice municipalities are
heavily dependent on both automatic and discretionary transfers from above.
This is the case for the large majority of Argentine local governments where
own-source municipal revenues amount to less than half ot total revenues; in
many cases, own-source revenues are less than 10% of total revenues. On av-

1. There are several types of such resources applied in local governments such as the Tasa de Abas-
to, whose aim is to tax products entering the jurisdicton from other jurisdictions and has been
levied by local governments in the Buenos aires province, the Tasas de publicidad y propaganda,
which is levied on advertising in local trades especially in the provinces of Mendoza and Cor-
doba, and Contribuciones sobre ventas de extraiia jurisdiccion, which is particularly important
in the province of Cordoba where most of the mid-size and large municipalities have gradually
imposed taxes on sales which are carried out locally by non-resident firms.

2. Each province has its own municipal regime which, among other things, specify the population
criteria for being considered a municipality and provisions regarding their autonomy. The pop-
ulation requirements are usually higher in larger provinces —criteria range from 2000 to 10000
for Santa Fe, Cordoba and Salta- than in smaller provinces —criteria range from 500 to 1000 for
Catamarca, Corrientes, Chaco, La Pampa, Neuquén and Santa Cruz. Several provinces define dif-
ferent types of municipalities according with population size; this often entails different fiscal and
political autonomy regimes. The legal status for units not meeting the population requirement for
a municipality varies between provinces —Comision de Fomento, Comuna, Comisiéon Municipal,
Delegacion Municipal, Comision Rural— although most of them face similar restrictions on their
fiscal and political autonomy.
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erage for municipalities in over half of the Argentine provinces, only around 3
out of 10 pesos —the local currency- are collected locally.

Municipal governments in Argentina are heterogenous in several as-
pects. They differ in total population —three municipalities with over a mil-
lion inhabitants while several municipalities in Chaco, Corrientes and other
provinces have less than 1000 inhabitants-, economic status —from rich and
resourceful agricultural and industrial districts with large tax bases to deso-
late and impoverished municipalities with little own-source revenues-, and
the extent of their capacity and autonomy —municipalities providing a wide
range of public services to municipalities providing only the most basic set
of services. Figure 1 shows the average local government population and the
total number of local governments by province. The five largest provinces
—Buenos Aires (BUE), Mendoza (MZA), Cordoba (CBA), Santa Fe (SFE),
and Entre Rios (ERI) have very different distributions of local governments.
While the first two have the largest average population by local government,
local governments in the latter are amongst the least populated districts on
average. For all the other provinces, however, a clear pattern emerges: there
seems to be a negative association between total number of local govern-
ments and average local population size.

II.1 The province of Cordoba: an ideal testing ground

The province of Cordoba boasts the largest number of local govern-
ments and is also among the provinces with the smallest average district size
(7955 inhabitants). The average locality in the province of Cordoba has a
population 12 to 14 times smaller than the average locality in the provinces
of Buenos Aires and Mendoza.* According to its Ley Organica de Municipios
which rules on all important organizational and fiscal municipal matters,
local governments are of two types: municipalities (“municipio”), with a
population larger than 2000, and townships (“comuna’), with a population
below 2000.° This distinction between municipalities and townships is im-
portant since the tax-sharing scheme between the Province of Cordoba and
the local governments has different provisions for both types of governments.
The financial arrangements between the province of Cordoba and its local
governments are laid out in the Ley 8663 - Régimen de Coparticipacion de

3. This includes the sale of public assets and capital resources which are highly volatile.
4. This ratio is even smaller if we exclude the capital cities in each of the provinces.

5. All municipalities with a population larger than 10000 are considered cities (“ciudades”) and are
granted the right to sanction their own Carta Orgéanica which is the equivalent to the local Constitution.
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Impuestos entre la Provincia y sus Municipalidades y Comunas. According
to this tax-sharing law, the total amount of transfers that the provincial gov-
ernment distributes to the lower level —known as primary distribution- is
made up of 20% of the provincial sales tax, 20% of the housing tax and 20%
of the amount that the province itself receives from the National government
as transfers from the national tax-sharing fund. This total is split between
local governments to form the secondary distribution in the following manner:
80.5% goes automatically to municipal governments; 3% goes automatically
to local townships and other local communities; 12% goes to local govern-
ments which run their own public health services through the Fondo para
el Financiamiento de la Descentralizacion; 1.5% are selectively assigned
to struggling governments —these are usually known as Aportes del Tesoro
Provincial—; and 3% goes to pay for general and infrastructure investment in
selected municipalities and townships through the Programa de Asistencia
Municipal. The latter are, in practice, highly discretionary.®

For a large majority of local governments in the province of Cor-
doba, public spending is financed by transfers from the provincial level.’

Figure 1:
Number of local governments and average population by district size
(total population)
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6. It is relevant to note that more than 83% of this fund is allocated automatically to local govern-
ments depending on population and government type —devolution and population criteria—; while
only around 4.5% and 16.5% are subject to more political discretion in their allocation —redistri-
butive and political criteria.

7. They also receive non-automatic transfers from the Federal level.
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Local tax bases are virtually non-existent in most local governments below
2000 inhabitants and represent only a small fraction of total revenues in
municipalities with less than 5000 inhabitants. However, municipalities
with populations above 10000 inhabitants —only around 10% of total local
governments- often collect local taxes and other revenues to meet their ex-
penditures. On the other hand, local debt levels have been falling markedly
relative to transfers throughout the period under examination. As Table 1
shows, the average ratio of total debt relative to total transfers went from
0.90 in 2001 to less than 0.20 in 2010.® Larger municipalities tend to have
debt-to-transfers ratios above 1 while smaller municipalities and townships
show ratios below 1.°

Although we do not have data on the structure of local government
revenues, the available information suggests that in 80% —328 out of 427- of
the local jurisdictions the level of public spending is by and large financed by
transfers from above.!° Although these jurisdictions represent only around 13%
of the population of the province, they are electorally relevant on two fronts:
they contribute votes to both the executive —proportional representation elect-
ed in a unique district- and legislative provincial election —mixed-member
district with around two-thirds of the Legislature elected through proportional
representation in a unique district (Province) and around one-third elected
in single-member district plurality voting (where districts are lower level
provincial administrative divisions known as Departments)."!

8. This only includes municipalities as we could not obtain the total debt for townships and villages
for 2010.

9. Due to the limited availability of data on public debt holdings, we are only able to get a rather
sketchy picture of the importance of public debt as a source of local government financing. Howe-
ver, since total transfers are largely automatic and follow a population and devolution criteria it
is clear that public debts have either fallen or grown at a much slower rate than total transfers.
During this period, the evidence shows, transfers appear to have been by and large the main
source of local government financing.

10. If debt is a significant local government resource then it may be the case that this had an impact
on the probability of reelection. Unless local governments were able to issue as much public debt
as they wanted at a negligible cost, a higher public debt position implies a lower spending levels
for a given tax rate and/or higher tax rates to maintain a given spending level —both diminish
theoretically the probability of reelection through a higher cost of raising local taxes and/or lowe-
ring local public spending. In the empirical analysis below, we include the public debt position to
control for this possibility.

11. It is interesting to note that since each Department elects a legislator for the provincial legislative
assembly, population size is hardly a good indicator of political relevance. In other words, small
municipalities and townships often play a critical role in regional politics due to their alignment
with the provincial government and/or due to strategic political reasons. In fact, a relevant pro-
portion of provincial legislators in recent decades have previously held office as mayors in small
local governments.
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Table 1: Local government debt relative to total transfers

Local government population

less 2000- 5000- 10000-  25000- over

Year Total 5000 5000 10000 25000 50000 50000
2001 0.90 0.64 0.85 1.09 1.70 115 1.52
# govs 249 106 62 47 22 7 5
2010 0.18 0.10 0.12 0.22 0.23 0.36 1.09
# govs 254 93 62 52 33 9 5

Note: Since we only have complete debt data for municipalities —the debt information for townships and
villages is missing for 2010- for both years, we include only municipalities for the calculations above.

I11. DATA AND METHODOLOGY

Data on transfers come from the annual release of the Cuenta de In-
version Ejercicio Financiero by the Ministry of Finance of the province of
Cordoba.' We group transfers into automatic and discretionary.

III.1 Automatic transfers: COPA and FOFINDES

The Co-Participacion a Municipios (COPA) is by and large the most
important transfer that local governments receive. It is non-earmarked and is
distributed according with both a devolutive —population- and redistributive —
minimum provision- criteria. Significantly smaller, the Fondo para el Financi-
amiento de la Descentralizacion (FOFINDES) is also non-earmarked although
it compensates those local governments running their own health services. '

II1.2 Discretionary transfers: ATP, ATN, and PAM

These transfers are neither automatic nor allocated on the basis of
any devolutive or redistributive criteria. Two of these are given out at the
will of the Provincial government —Fondo para Emergencias y Desequi-

12. We have adjusted all the financial data for inflation using the regional GDP deflactor. We also
adjust for government size by using constant-prices transfers per capita in all cases.

13. The provision of basic and low-level healthcare services were transferred (continued on next page)
(continued from previous page) to municipalities and townships by National law starting 1989.
Between 1989 and 1995, local governments initially were paying for non-personnel costs and
capital expenditures. After the provincial economy went into a deep economic crisis in 1995, both
personnel and other running costs were transferred to the local governments which eventually
caused an increase in debt levels of local governments. See Cingolani (2001) for more details.
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librios Economicos (ATP) and Programa de Asistencia Municipal (PAM).
The third fund —Aportes del Tesoro Nacional (ATN)- consists of discretionary
transfers from the National government.

Figure 2:
GDP and total transfers to municipalities and townships
of the province of Cordoba, 1999-2011 (in millions of constant 1993 pesos)
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There are no official accounts or estimates for local economic activity.'*
However, since decentralized automatic transfers are highly correlated with
the evolution of provincial economic activity, they can be used as a first-
hand proxy of local economic activity. Therefore, we use the automatic
transfer variables to capture at least part of the effect of local (regional) eco-
nomic conditions on the probability of reelection. Contrarily, discretionary
transfers (ATN, ATP, PAM) are better suited to capture political influence
on the probability of reelection. Figure 3 presents the evolution of both
types transfers for the period 1999-2011. On the left panel, we can see that
both automatic transfers closely match the evolution of provincial GDP per
capita. The right panel shows that discretionary transfers —ATN, ATP and
PAM- are only loosely associated with the evolution of provincial economic

14. The only available information on regional economic activity is the series on departamental
GDP estimations produced by the province of Cordoba that we use as a control variable in the
econometric section.
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activity and are prone to sharp variations from one year to another. National
transfers tend to be rather unimportant after 2003 but provincial transfers
have grown in size in recent years. More importantly, some of these trans-
fers seem to increase sharply in election years.

Figure 3: Average transfers per capita by type, 1999-2011
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II1.3 Election data

Local government elections in the province of Cordoba are held
regularly every 4 years. During the period under study, there were local
executive elections in 1995, 1999, 2003, 2007 and 2011. All 427 mayors
and council chiefs are elected throughout the election year. We collected
electoral data from the Justicia Electoral de la provincia de Cordoba and
Justicia Federal Electoral. However, since data are only availabe for those
local elections concurring with the provincial election, we gathered data
from both selected local jurisdictions and from secondary sources —regional
and local newspapers and radio stations.'> We obtained three types of data
on elections characteristics and outcomes. Firstly, we recorded information
on both winning parties and mayors to construct incumbency dummies and
re-election dummies.'® Secondly, we collected data on vote shares for each

15. Obtaining data directly from the local electoral councils is often difficult due to poor record kee-
ping thereby we resorted to many secondary sources. We are aware that errors and inacuracies
may be present in our data.

16. We end up with a balanced panel with 427 cross-sectional units and 5 time periods, 2135 ob-
servations in total.
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of the major parties in each election year and data on margin of victory."’
Finally, we also recorded election dates to create dummies and “distance”
variables between local and provincial/national dates.

I11.4 Data modelling and estimation

Table 2 summarizes the electoral data. The reelection rate of parties
and mayors stands at around 76% and 61% respectively for all years. May-
ors have lower reelection rates due to a number of different reasons such as
primary elections, deaths, resignations and removals. The reelection rate is
increasing throughout the period going from 73.07% and 54.57% respec-
tively in the 1999 election to 78.45% and 69.55% respectively in the 2011
election. Also, the reelection rates for municipalities are slightly lower than
for townships, specially if we look at reelection of mayors.

Our estimation approach follows a two-step procedure. Firstly, we
test whether the probability of reelection is affected by the amount and type
of transfers that local mayors receive. We use a logistic regression approach.
The main independent variable is the amount of per-capita transfers from
the national and provincial government to the local governments. We also
include additional controls such as dummies for incumbent parties. Our
baseline specification is:

REELEC;; = o + 1 TRF;; + B> PJINCPRE;; + 3 UCRINCPRE; /+¢;; (1)

where REELEC;is a dummy recording whether the incumbent party
was re-elected (1) or not (0) in the locality i for the election year t; TRF;
is a variable that captures per capita transfers to locality i in the election
year t; PJINCPRE;; and UCRINCPRE; are party incumbency dummies for
locality i and period ¢ for PJ and UCR parties.

We run the regressions for both reelection of parties and mayors using
a logistic regression with pooled observations. We do not use a fixed-effects

17. The two major nationwide parties in Argentina are the Partido Justicialista (PJ) and the Union
Civica Radical (UCR). Both have widespread presence at sub-national levels: in fact, only 12%
of the total number of elections have been won by parties other than the UCR and PJ. We also
recorded vote shares obtained by three other parties: the Partido Nuevo, later renamed Frente Ci-
vico formed in 2003; a local grassroots party known as the Union Vecinal and the Frente para la
Victoria, the ruling party at the National level. The reason we include the latter is that the PJ at the
national level is fragmented in two blocks: the Frente para la Victoria and the Peronismo Federal.
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Table 2:
Re-election of parties and mayors

All four elections

Parties Mayors
Group Reelect Change Total RR Reelect Change Total RR
Full sample 1295 413 1708  75.82 1044 664 1708  61.12
Municipalities 759 246 1005 75.52 596 409 1005 59.30
Townships 536 167 703 76.24 448 255 703 63.72

1999 Election

Parties Mayors
Group Reelect Change Total RR Reelect Change Total RR
Full sample 312 115 427 73.07 233 194 427 54.57
Municipalities 182 67 249 73.10 132 117 249 53.01
Townships 130 48 178 73.03 101 77 178 56.74

2003 Election

Parties Mayors
Group Reelect Change Total RR Reelect Change Total RR
Full sample 316 111 427 74.00 238 189 427 55.74
Municipalities 185 64 249 74.30 136 113 249 54.62
Townships 131 47 178 73.60 102 76 178 57.30

2007 Election

Parties Mayors
Group Reelect Change Total RR Reelect Change Total RR
Full sample 332 95 427 77.75 276 151 427 64.64
Municipalities 196 53 249 78.71 156 93 249 62.65
Townships 136 42 178 76.40 120 58 178 67.42

2011 Election

Parties Mayors
Group Reelect Change Total RR Reelect Change Total RR
Full sample 335 92 427 78.45 297 130 427 69.55
Municipalities 196 62 258 75.97 172 86 258 66.67
Townships 139 30 169 82.25 125 44 169 73.96

The column RR in each block denotes the reelection rate for each category. It is calculated as the number
of reelections as a fraction of the total number of elections. There are 249 municipalities and 178 towns-
hips during 1999 and 2007; and 258 municipalities and 169 townships during 2007 and 2011. Source:
Own elaboration based on data from the Justicia Electoral and other sources.
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logistic regression due to the incidental parameter problem, which may be
really important in our case due to the small T and relatively large N, thus
increasing the the number of nuisance parameters (Abrevaya, 1997).'® In
such cases, there are three alternative approaches: the traditional random
effects (RE) logit model, the conditional fixed-effects logit and the Mund-
lak-Chamberlain approach. The first two approaches require to some extent
that the individual effects are not correlated with the explanatory variables
—an assumption that is not valid for our data-; while the third approach does
not require independence between explanatory variables and individual ef-
fects, it does require explicit functional forms. Since there is little advantage
to the random effect model as compared to a pooled model, we decided to
run pooled logit models.

Table 3 shows models for reelection of parties. We include two var-
iables for automatic transfers —copapc and fofindespc; copapc is our main
proxy local economic activity. It comes out as not significant in any of the
models. The same applies to fofindespc. Incumbency dummies —pjincpre
and ucrincpre- are both statistically significant and with the expected sign:
incumbency gives an advantage to parties since it is possitively associat-
ed with the probability of reelection for the main two parties. The models
represent a reasonably good fit of the data given the log-likelihood ratio
statistic and the residual deviance. The last column reports odds ratios for
the last model: localities where the incumbent party is the PJ and UCR are
3.16 and 1.94 times more likely to gain reelection respectively compared to
incumbents from other parties. Interestingly, the pjincpre variable doubles
also as a dummy for political alignment with the governor: since the Partido
Justicialista (PJ) was the incumbent party at the provincial level from 1999
to 2011, all local governments ruled by the PJ are considered party-aligned
with the provincial level.

The amount of discretionary transfers have little (if any) effect on the
probability of reelection: although the coefficients for atppc, atnpc, and pam-
pc are all positive, they are not statistically significant. However, including a
dummy for a locality receiving (1) or not-receiving (0) each type of discretion-
ary transfer in the election year changes the results somewhat. The coefficients
associated with atpd and atnd —transfers from the provincial and national gov-
ernment respectively- are not statistically significant; however, the coefficient

18. Additionally, the nature of our data means that the main independent variables change little over
time so most of the variation is explained by the between-unit variation. In these cases, the stan-
dard errors of the fixed-effects coefficients are often too large.
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Table 3:
Reelection of parties, pooled logistic regression, 1999-2011

(1 2 3) “ &) (6) O] (Odds)

reelecp reelecp reelecp reelecp reeelcp reelecp reelecp  Model 7

copape -0.0002  -0.0002  -0.0002  -0.0002  -0.0002  -0.0002  -0.0002 0.9
(0.0002)  (0.0002)  (0.0002) (0.0002) (0.0002) (0.0002)  (0.0002)

fofindespc~ 0.001 0.001 0.001 0.001 0.001 0.001 0.001 1.00
0.001)  (0.001)  (0.001)  (0.001)  (0.001)  (0.001)  (0.001)

pjincpre 1.424%%% ] 391%%% ] 400%** ] 430%%* ]411%%*  1304%%% ]279%xx 316
(0.181)  (0.182)  (0.185)  (0.182)  (0.182)  (0.183)  (0.186)

ucrincpre  0.736%*%  (.732%F%  (730%%  (.746%FF  0.721%*%  (.751%%F  0.743%%% 104
(0.175)  (0.175)  (0.176)  (0.175)  (0.175)  (0.175)  (0.176)

atppc 0.004*
(0.002)
atpd 0.052
(0.120)
atnpc 0.001
(0.002)
atnd 0.194
(0.149)
pampc 0.003
(0.002)
pamd 0.469%** 1.60
(0.132)
Constant 0.167 0.162 0.145 0.156 0.139 0.153 0.049
(0.164) (0.165) (0.171) (0.164) (0.165) (0.163) (0.168)
Observations 1708 1708 1708 1708 1708 1708 1708
L.og’ -914.613 -912.417 -914.517 -913.895 -913.744 -913.519 -908.180
Likelihood
Akaike Inf. 1.839.225 1.836.835 1.841.035 1.839.789 1.839.487 1.839.038 1.828.361
Crit.

Note: * p<0.1; ** p<0.05; *** p<0.01. Standard errors in parentheses. All transfer variables are measured
in per capita terms. Transfer variables ending in “d” are transfer dummies. Odds-ratios above 1 imply a
positive effect on the reelection probability
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for pamd —discretionary transfers belonging to the Programa de Asistencia a
Municipios (PAM)- is positive and highly statistically significant."”

Table 4 shows the regression results for the reelection of mayors.
The results are somewhat different to those for the reelection of parties, par-
ticularly with respect to the party incumbency dummies. Neither pjincpre or
ucrincpre are statistically significant as predictors of the probability of ree-
lecting the mayor. Although this may be against the incumbency advantage
theory, we think it may be due to the large number of cases where party and
mayor reelection do not coincide —there are over 300 instances where party
gets reelected while mayor does not and nearly 70 instances where mayor
gets reelected but running for a different party.?’ The automatic transfer var-
iables are not statistically significant but some of the discretionary transfers
are. This is the case of pampc —amount of per capita transfers— and pamd
—dummy for receiving a trasnfer or not in the election year.

The coefficient is statistically significant in both cases and the
odds-ratios are shown in the last column. This evidence supports the results
from Table 3 regarding the positive association between discretionary PAM
funds and the probability of reelection. In particular, the evidence up to this
point would seem to suggest that the probability of reelection is related to
whether a local government receives or not the PAM transfer. However,
although the amount of (discretionary) transfers per capita do not affect the
probability of reelection, it may have an effect on the margin of victory.?!

19. The pam or Programa de Asistencia a Municipios (PAM) was created in 2002 and it was specifi-
cally oriented to assisting municipalities and townships meet extraordinary expenditures arising
due to fast population growth, the need for basic public infrastructure and the improvement of
basic public services. Although these funds are meant to complement the automatic transfers,
the provincial executive has significant power over the allocation of these funds since they are
non-reimbursable. Cingolani et al. (2005) argue that these transfers are loosely regulated thereby
leaving ample room for using political criteria in their allocation. The authors cite anecdotal
evidence on several scandals concerning the arbitrary distribution of these transfers in 2005.

20. It is quite common at the local level to have candidates switching from grassroot parties to
one of the major parties, usually the Union Civica Radical (UCR), and also candidates swit-
ching between the two major parties. Additionally, the Partido Justicialista (PJ) has a history of
factionalism, the most recent version separating the Kirchner’s flavour of Peronismo from the
Peronismo disidente —or Peronismo federal.

21. As was noted above, we have limited information on the vote shares variable. For this reason,
we will not compare the same models but with different dependent variables —i.e. reelection/non
reelection vs margin of victory.
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Table 4:
Reelection of mayors, pooled logistic regression, 1999-2011.
(1) (2) (3) (4) (5) (6) (7) (Odds)
reelecm  reelecm  reelecm reelecm reelecm  reelecm  reelecm Model 7
copapc 0.0000 0.0001 0.0000 0.0000 0.0001 0.0000 1.000
(0.0002)  (0.0002)  (0.0002) (0.0002) (0.0002) (0.0002) (0.0002)
fofindespc 0.0009 0.0005 0.0011 0.0010 0.0009 0.0012 0.0012 1.001
(0.0008) (0.0008)  (0.0008) (0.0008) (0.0008) (0.0008) (0.0008)
pjincpre 0.2384 0.1987 0.1786  0.2330  0.2303 0.1762 0.0986 1.104
(0.1735) (0.1744)  0.1762) (0.1737) (0.1738) (0.1751) (0.1780)
ucrincpre -0.1093  -0.1155 -0.1342 -0.1166 -0.1180  -0.0905 -0.1097 0.896
(0.1736) (0.1739)  0.1743) (0.1740) (0.1739) (0.1738) (0.1743)
atp 0.0038%**
(0.0016)
atpd 0.2107
0.1044)
atn -0.0002
(0.0003)
atnd 0.1036
(0.1250)
pam 0.0053***
(0.0020)
pamd 0.4178*** 1.518
(0.1111)
Observations 1708 1708 1708 1708 1708 1708 1708
Lo
Likgelihood -1134.56  -1.131.148 -1.132.627 -1.134.387 -1.134.314 -1.130.276 -1.127.526
IIArll(f?.u(l;?it. 2.275.600 2.271.000 2.273.900 2.277.100 2.276.600 2.267.900 2.263.000

Note: * p<0.1; ** p<0.05; *** p<0.01. Standard errors in parentheses. All transfer variables are me-
asured in per capita terms. Transfer variables ending in “d” are transfer dummies. Odds-ratios above
1 imply a positive effect on the reelection probability

Table 5 presents the results of including additional control variables
to the baseline model. The first three models —models (1), (2 and (3)- are for
the reelection of parties while the last three models are for the reelection of
mayors. Models (1) and (4) include the degree of electoral competition in
the jurisdiction in the previous election —diff12?? . This means we lose one

22. This variable measures the difference in vote shares for the winner and the runner up.
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Table 5:
Reelection of parties and mayors, additional controls, 1999-2011
reelecp reelecm
(1 2 3) “) (5 (6)
copapc -0.0004 -0.0003 -0.0004 -0.0001 -0.0002 -0.0002
(0.0003) (0.0003) (0.0004) (0.0003)  (0.0003)  (0.0003)
fofindespc 0.0017 0.0016 0.0023 0.0013 0.0015 0.0017
(0.0015) (0.0015) (0.0018) (0.0013)  (0.0013)  (0.0015)
pjincpre 1.3642%** 1.3632%** 1.3633%** 0.2557 0.2342 0.2350
(0.2940) (0.2945) (0.2947) (0.2761)  (0.2770)  (0.2771)
ucrincpre 0.8309***  (0.8342%** 0.8245***  0.0683 0.0474 0.0432
(0.2964) (0.2969) (0.2974) (0.2832)  (0.2841)  (0.2845)
pamd 0.5571%** 0.5777**%  0.5559%**  0.4554***  0.50900%** (.4998***
(0.1799) (0.1927) (0.1944) (0.1538)  (0.1662)  (0.1681)
diffi2 5.4304%** 5.4572%%%  54913%*%* 4 3374%*%  42262%F*  42430%**
(0.7074) (0.7116) (0.7121) (0.5277)  (0.5309)  (0.5332)
year2003 -0.1331 -0.0976 -0.1672 -0.1546
(0.3330) (0.3324) (0.2987)  (0.2979)
year2007 -0.0615 -0.0210 0.0863 0.1017
(0.3045) (0.3086) (0.2758)  (0.2791)
year2011 -0.1444 -0.1209 0.2790 0.2886
(0.2979) (0.2997) (0.2715)  (0.2729)
muni 0.1677 0.0652
(0.2119) (0.1816)
Constant -1.0560%** -0.9692%*  -1.1191***  -0.8663*** -09151** -0.9743**
(0.3108) (0.3851) (0.4308) (0.2876)  (0.3574)  (0.3941)
Observations 916 916 916 916 916 916
Log Likelihood ~ -4.450.267 -4.448.560 -4.445.399 -5.685.093  -5.658.685  -5.658.039
Akaike Inf. Crit. ~ 9.040.534 9.097.119 9.110.798 1,151.0190  1,151.7370  1,153.6080

Note: * p<0.1; ** p<0.05; *** p<0.01. Standard errors in parentheses. All transfer variables are mea-
sured in per capita terms. Transfer variables ending in “d” are transfer dummies. Odds-ratios above 1
imply a positive effect on the reelection probability

election period, hence the reduction in the number of observations. ** This
variable is highly significant in both regressions —parties and mayors- and
has the expected sign: lower electoral competition is positively associated
with the probability of reelection. Incumbency dummies are only signif-
icant for the reelection of parties echoing the previous results. However,

23. Additionally, there is a significant drop in the number of observations since our data on vote
shares is incomplete.
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the dummy for discretionary transfers —pamd- is still positive and highly
significant.?* Models (2) and (5) include year dummies with the year 1999
as benchmark; the results suggests that localities in the 2007 election are
around two times more likely to gain reelection than in 2003 —there is no
such significant effect for the 2011 election. Finally, models (3) and (6) in-
clude a dummy for the size of municipal government —we assign a 1 to larg-
er, municipal governments; a 0 to smaller, townships. The results show that
municipalities are no more likely to gain reelection of parties. Interestingly,
the variables capturing the incumbency advantage —pjincpre, ucrincpre-, the
resource advantage —pamd- and the degree of electoral competition in the
district —diff12- preserve their sign and significance throughout most of the
models.

Table 6 shows regressions for the reelection of parties including
controls for the concurrence of local with provincial and national elections.
We have alternative measures for these variables: provelecalign and nate-
lecalign are dummies recording whether the local election is held on the
same day as the provincial and national election, respectively. Similarly,
daystoprovelec va and daystonacelec va measure the numer of days (in
absolute value) between the local and provincial and national elections data.
These variables are often used to give a sense of “distance” between execu-
tive elections at different levels of government. These variables are almost
never significant in any of these models. It does not seem that having local
elections concur with provincial/national elections bear any effect on the
probability of reelection of parties.

Thus far, we have ruled out posible interactions between the explan-
atory variables. If there are reasons to expect that the level of transfers —or,
the decision to grant a transfer- may be dependent on the partisan alignment
or the degree of political competition in a given district, then we must in-
clude these potentially relevant interactions. We are interested in one key
interaction, the relationship between discretionary transfers and the political
alignment of the local mayor. The results of these models are given in Table
7. All the models are run using the full sample except for the last two mod-
els which run the regressions for sub-samples. The incumbency dummies
remain strongly significant as in the previous tables. The variable pampc
—the amount of discretionary transfers per capita— does not seem to affect

24. There appears to be a relatively high correlation between positive PAM funds and the magnitude
of electoral competition in the districts, measured as the difference in vote shares between the
winner and the runner up.
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Table 6:
Reelection of parties, additional controls, 1999-2011
reelecp
(1) 2) 3) “4) (5) (6) (7 (®)
copapc -0.0004 -0.0004 -0.0003 -0.0004 -0.0004 -0.001 -0.0004 -0.0003
(0.0004) (0.0003) (0.0003) (0.0003) (0.0004) (0.001) (0.0004) (0.0004)
fofindespc 0.001 0.001 0.001 0.001 0.003 0.003 0.003 0.002
(0.002)  (0.002) (0.002) (0.002) (0.004) (0.003) (0.004) (0.004)
pjincpre 1.399%** 1.302%** 1323%** ] 334%**
(0.313)  (0.308)  (0.309)  (0.309)
ucrincpre 0.751%*%  0.821%** (.808*** 0.796**
(0.312)  (0.311)  (0.310)  (0.311)
pamd 0.616%%* (.519%%* (.577**%*% 0S511**¥* (.785%** 0.771*%* 0.767*** 0.756***
(0.191)  (0.183)  (0.191) (0.183) (0.237) (0.332) (0.257) (0.246)
diff12 5.802%**  5.64T7**¥* 5743%*¥*  §5679%*¥*  5089***  (535%*¥*  6,152%** 6,159***
(0.741)  (0.739)  (0.739) (0.737) (1.106) (1.244) (1.129) (1.126)
provelecalign -0.371*
(0.207)
natelecalign -0.208
(0.470)
daystoprovelec_va 0.001 0.002
(0.001) (0.002)
daystonacelec_va 0.002 -0.007%*
(0.002) (0.003)
Constant -0.943%%* _1,043%** -1 155%**% -1.194**%*  (.053 -0.431 -0.083 0.480

(0.331)  (0.326)  (0.340) (0.350) (0.264) (0.272) (0.299)  (0.331)

Observations 864 864 864 864 552 293 515 515
Log Likelihood -423.442 -424977 -424.505 -424.443 -232.978 -57.881 -223.764 -221.582
Akaike Inf. Crit.  862.884 865.953 865.011 864.886 475.956 325.763 459.528 455.164

Note: * p<0.1; ** p<0.05; *** p<0.01. Standard errors in parentheses. All transfer variables are measu-
red in per capita terms. Transfer variables ending in “d” are transfer dummies.

the probability of reelection. None of the interacted terms are statistically
significant. The last two models test the effect of the amount of discretionary
transfers per capita on the probability of reelection. Model (5) includes only
districts where the incumbent party is the PJ, while model (6) only includes
observations where the incumbent party is the UCR. One interesting result
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comparing these two models is that the coefficient of pampc is positive and
statistically significant for the PJ-incumbent sample while is not statisti-
cally different from zero for the UCR-incumbent sample. This suggest that
the larger the discretionary transfers per capita to districts aligned with the
provincial government, the larger the effect on the probability of reelection.

Table 7:
Probability of reelection: Models with interactions
reelecp
) 2 3 “ ) Q)
copapc -0.0002 -0.0002 -0.0002 -0.0004 -0.0003 0.0007
(0.0002)  (0.0003)  (0.0002)  (0.0003)  (0.0003) (0.0006)
fofindespc 0.0012 0.0008 0.0010 0.0016 0.0003 -0.0007
(0.0009)  (0.0010)  (0.0010)  (0.0011)  (0.0016) (0.0016)
pjincpre 1.1829%** 1.2681*** 1.1888*** .1257***
(0.1927)  (0.1821)  (0.1939)  (0.3111)
pampc 0.0033 0.0027 0.0032 0.0099**  -0.0045
(0.0062)  (0.0024)  (0.0063) (0.0041)  (0.0032)
muni:pampc 0.0024
(0.0062)
pamd 0.1824
(0.5620)
ucrincpre 0.6994*** (0.6779*** (0.7033***  (0.5613**
(0.1805)  (0.1746)  (0.1811)  (0.2573)
pjincpre:pampc 0.0060 0.0060
(0.0074) (0.0074)
pampc:ucrincpre -0.0069 -0.0068
(0.0070) (0.0070)
muni -0.0809 -0.0378
(0.1442)  (0.1392)
pjincpre:pamd 0.5875
(0.6581)
pamd:ucrincpre -0.1265
(0.6777)
Constant 0.2457 0.2998* 0.2672 0.3119 1.4998***  (0.8205%**
(0.1681)  (0.1791)  (0.1856)  (0.2336)  (0.1250)  (0.1288)
Observations 1,708 1,708 1,708 703 819 709
Log Likelihood ~ -9.102.319  -9.137.200 -9.101.949  -3.640.465 -3.693.903 -4.169.797
Akaike Inf. Crit. 1,836.4640 1,843.4400 1,838.3900 7.440.929 7.467.806  8.419.595

Note: * p<0.1; ** p<0.05; *** p<0.01. Standard errors in parentheses. All transfer variables
are measured in per capita terms. Transfer variables ending in “d” are transfer dummies.

REvisTA DE EconoMiA Y EsTaDisTica | VoL. LIT | N° 1] (2014) | pp. 113-135 | ISSN 0034-8066 | e-ISSN 2451-7321



ELECTORAL EFFECTS OF INTERGOVERNMENTAL FISCAL TRANSFERS... 133

IV. CONCLUDING REMARKS

In this paper, we have studied the impact of decentralized public poli-
cy in the form of intergovernmental transfers on the probability of reelection
of local governments in the province of Cordoba for the period 1995-2011.
Our regressions show that there are two sources of variation in the probabil-
ity of reelection of local mayors. Firstly, there is what is often called as the
incumbency advantage or incumbency effect. This effect is strong and it may
be due to a number of factors which we were unable to measure (number and
quality of challengers; incumbent advertising and publicity; etc). Secondly,
there is what we call a “resource effect”. This effect is somewhat smaller
but still significant throughout most of our models and involves increasing
the odds of being reelected for those local governments which receive a
positive amount of the main type of discretionary transfer that the provincial
government distributes among local governments. Furthermore, we find that
the higher the amount of transfers per capita —pampc- the higher the odds of
being reelected for those local governments which are aligned with the ruling
party at the provincial level. This relationship is not present when we consider
the subsample of local governments not aligned with the party.
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VI. APPENDIX
Table 8: Summary statistics for the main variables
Variable Description Min Max mean n
muni Dummy for municipal status 0.0 1.0 0.6 5551
pop Total population 0.0 1322467.0 7090.7 5551
idm Index of local development 13.0 77.9 49.8 249
copapc Automatic transfers due to the 25888.0  559689381.0 1708108.0 5551
Co-participacion
fofindespc  Transfers to finance health decentra- 0.0 45083704.0  235502.7 5551
lization
atnpc Non-automatic transfers from the 0.0 14733000.0 17297.0 5495
National government
atppc Non-automatic transfers from the 0.0 950000.0 30250.8 5548
provincial government
pampc Non-automatic transfers for extra- 0.0 1280000.0 31994.2 3845
ordinary situations
Jispc Fondo federal solidario 0.0 1192027000.0 1203978.1 1263
fcomppc Fondo compensador 0.0 29365551.0 38231.9 1093
ucrvts Total votes obtained by the UCR 10.0 126263.0 1085.3 536
pjvts Total votes obtained by the PJ 6.0 73347.0 1002.9 676
vecvts Total votes obtained by localist parties 14.0 100356.0 1447.9 141
feivvts Total votes obtained by the Frente 5.0 264442.0 1855.0 198
Civico
othvts Total votes obtained by other parties 0.0 227149.0 2125.8 159
totvts Total valid votes 25.0 623562.0 4000.6 700
winsh Vote share of the winner party 0.2 1.0 0.5 700
runsh Vote share of the runner-up party 0.1 0.9 0.3 670
thirdsh Vote share of the third party 0.0 0.4 0.1 401
diff12 Vote share difference between win- 0.0 0.9 0.2 670
ner and runner-up
diff23 Vote share difference between 0.0 0.5 0.2 401
runner-up and third
reelecp Dummy for reelected incument party 0.0 1.0 0.7 583
ucrincpre Dummy for incumbent party UCR 0.0 1.0 0.3 3855
pjincpre Dummy for incumbent party PJ 0.0 1.0 0.6 3855
othincpre Dummy for incumbent party Other 0.0 1.0 0.1 3854
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Observatorio de Politica

Esta seccion incluye articulos que discuten en forma rigurosa,
pero no técnica, temas corrientes de politica econdmica que son
de interés por su vinculacion al mundo real, alin cuando la literatura
econdmica no los haya todavia incorporado definitivamente y ar-
ticulos que presentan contenidos tedricos o resultados empiricos con
implicancias de politica relevantes. Esta seccion procura acercar
a los investigadores académicos con los formuladores de politica
aportando, respectivamente unos y otros, desarrollos tedrico-con-
ceptuales y empiricos importantes y claridad e informacion sobre
las prioridades de politica. Los articulos enviados a para esta Seccion
no estan sujetos a los procedimientos normales de referato de la
Revista.
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RESUMEN

En los ultimos meses ha vuelto a tomar notoriedad publica el tema de los
holdouts (los tenedores de bonos argentinos que no aceptaron la reestruc-
turacion de deuda propuesta por el gobierno en 2005 y 2010), a raiz del
fallo del Juez Federal en la Corte del Distrito en Estados Unidos por el
Distrito Sur de Nueva York, Thomas Griesa, a favor de un grupo de acree-
dores de bonos que no entraron en las ultimas dos restructuraciones.En
este marco, ademas de analizar las posibles implicancias que este fallo
tiene sobre el sector privado en Argentina, resulta importante poner en
contexto el problema de los holdouts. Para ello, se realiza a continuacion
una descripcion del panorama del endeudamiento argentino, haciendo
una resenia del pasado, presente y las perspectivas futuras.

Palabras clave: Politica Fiscal, Argentina, Reestructuracion de deuda.

Clasificacion JEL: E62

ABSTRACT

In recent months he has retaken public attention the issue of the holdouts
(the Argentine bondholders who did not accept the debt restructuring
proposed by the government in 2005 and 2010), following the ruling of
Federal Judge in the District Court in the United States by the Southern
District of New York, Thomas Griesa, in favor of a group of creditors of
bonds that did not enter the last two restructurings District. In this frame-
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work in addition to analyzing the possible implications that this failure
has on the private sector in Argentina, it is important to contextualize
the problem of holdouts. To do this, then a description of the panorama
of the Argentine debt is done, making a review of past, present and future
prospects.

Key words: Fiscal Policy, Argentina, debt restructuring.

JEL Classification: E62

I. NIVEL DE DEUDA PUBLICA: /COMO SE LLEGO A LA SITUACION ACTUAL?

El stock de deuda publica a diciembre del 2014 (segin estadisticas
oficiales de la Subsecretaria de Financiamiento de la Nacion) asciende a
unos US$ 233.381 millones, de los cuales US$ 11.633 millones corresponden
a deuda no ingresada en los Canjes 2005 y 2010, es decir a los llamados
holdouts. En términos relativos, el total de deuda representa actualmente un
45,3% del PIB.!

Observando la trayectoria de la deuda 20 afios hacia atrés, se aprecia
que luego de crecer a un ritmo sostenido en el periodo 1993-2001, en diciem-
bre del 2001 se declara la cesacion de pagos, con un stock total cercano a
los US$ 144.500 millones. La deuda sigui6 creciendo, llegando a un pico
maximo de US$ 191.300 millones en diciembre de 2004, y en marzo del
2005 se llevo adelante el proceso de reestructuracion de la deuda, en el
cual se canjearon los titulos de deuda en default por nuevos titulos que im-
plicaban una importante quita de capital y un alargamiento de los plazos.
Se logro una adhesion al canje del 76% de los titulos en default, con una
quita promedio del 65%. Los nuevos titulos que se otorgaron fueron los
siguientes: Discount (que suponian una quita de la deuda original), Par (que
no llevaban quita, pero si una tasa menor y un plazo mayor que el anterior),
y Bonos Cuasipar (que implicaban una quita menor que los bonos Discount,
pero estaban todos nominados en $, a diferencia de los Par y Discount -que
habia en Pesos, Dolares, Euros y Yenes-). Los nuevos bonos fueron emitidos
en distintas monedas y bajo distintas legislaciones y se les agregd ademas,
a modo de incentivo, el “Cupén PIB”, que consiste en un bono atado al cre-
cimiento de la economia argentina y que se paga proporcionalmente al PIB

1. Considerando la nueva serie del PIB publicada en este afio, con base afio 2004.
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cuando la economia crece a un ritmo mayor al 3%. El monto de deuda que
no aceptd ingresar al canje ascendia a US$ 23.500 millones, que crecieron
hasta casi unos US$ 30.000 millones en 2009.

En el afio 2010 se realizd una reapertura del Canje, tras el cual el
monto de tenedores /holdouts se redujo a los US$ 11.200 millones, que son
los que persisten actualmente y entre los cuales se encuentran los llamados
“fondos buitres” que han iniciado acciones judiciales para poder cobrar sus
acreencias a un valor del 100% de los montos originales.

En términos nominales, se aprecia que el nivel de endeudamiento actual
es mayor aun que el pico maximo alcanzando en el 2004, antes del canje de
deuda. Si bien en términos del PIB el porcentaje actual es sustancialmente
mas bajo que en ese afio, dicho ratio se encuentra en niveles similares a los
de fines de la década del noventa, periodo en el cual el endeudamiento ya
empezaba a constituir un problema dificil de manejar.

Entonces, (cuales son las diferencias entre el nivel de deuda actual
y el del periodo previo al default, que hacen que hoy la deuda no aparente
ser un problema grave para la economia? (o, al menos que sea un problema
con caracteristicas diferentes a las que histéricamente enfrent6 la economia
Argentina).

La respuesta tiene que ver con la estructura y composicion de la
deuda, lo cual se analiza en los apartados a continuacion.

I1. ESTRUCTURA DE LA DEUDA PUBLICA:
(A QUIEN LE DEBE ACTUALMENTE EL ESTADO?

Analizando la estructura de la deuda publica segtn el tipo de acreedor,
se aprecia que un 39% de la deuda del Sector Publico Argentino esta en
manos del BCRA y un 16% en el Fondo de Garantia y Sustentabilidad de
la ANSES. Otros organismos estatales y el Banco Nacion se llevan un 6%.
Los organismos internacionales participan con un 13% y el 26% restante
corresponde a deuda con acreedores privados.

En definitiva, actualmente un 61% de la deuda se encuentra en
manos del propio Estado; a diferencia del afio 2001, en que la deuda con
agencias estatales representaba solo el 6%, e inclusive del 2005, luego de la
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Grafico 2: Composicion de la deuda por tipo de acreedor (2014)
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.

Grafico 3: Composicion de la deuda por tipo de acreedor (2014 vs.2005 y 2001)
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.
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reestructuracion cuando la deuda intra sector publico era del 8%. En otras
palabras, en una buena medida el Estado se debe a si mismo.

Desagregando un poco mas la estructura de la deuda publica segin
instrumento, se observa que practicamente la mitad del stock actual esta
constituido por titulos publicos. El segundo instrumento de relevancia lo
constituyen las Letras Intransferibles al BCRA, que son los titulos colo-
cados en el Banco Central a los fines de poder utilizar las reservas para
pagar la deuda y que actualmente llegan a representar un 24% del stock. En
tercer lugar, se encuentran los préstamos de organismos multilaterales, que
participan con un 13% del total.

Por su parte, y analizando mas en detalle la composicion de los
titulos publicos, en primer lugar se aprecia que los bonos emitidos con la
reestructuracion de la deuda en default representan un 56% del stock total de
titulos publicos (Par, Discount y Cuasi Par, en los distintos tipos de monedas
y legislaciones bajo las cuales fueron emitidos). Otros titulos con un peso
de importancia son los Bonar, en US$ y en § (que son los titulos de deuda
colocados luego del canje del 2005) representan en conjunto un 33% del stock
total. Por su parte, de los diferentes Boden en $ y en US$ (emitidos luego del
default, para compensar a bancos y ahorristas por la pesificacion asimétrica),
solo resta de ser pagado el Boden 2015 en USS$ (representa un 7% del stock total).

II1. COMPOSICION POR MONEDAS:
(BENEFICIARIA AL GOBIERNO UNA DEVALUACION DEL PESO?

Teniendo en cuenta la composicidn del stock de deuda por monedas,
se aprecia que actualmente un 35% de la deuda esta nominada en $, mientras
que este porcentaje en el 2001 era de so6lo el 3%, con lo cual podria decirse
que se habria reducido el riesgo que implicaria sobre la capacidad de pago
de la deuda una devaluacion de la moneda nacional.

Sin embargo, analizando cuales son los acreedores que poseen la
deuda en pesos, se aprecia que practicamente un 60% se trata de los propios
organismos estatales, principalmente la ANSES y el BCRA. De este modo,
si bien una devaluacidn terminaria diluyendo una parte de la deuda, mas de
la mitad de la misma es deuda con el propio Estado, con lo cual se reduciria
el beneficio de la licuacion, viéndose potencialmente perjudicados estos
organismos estatales.
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Grifico 4: Composicion de la deuda, segiin instrumento
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.

Grafico 5: Composicion de los titulos publicos
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.
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IV. VENCIMIENTOS FUTUROS:
LA NECESIDAD DE DOLARES SE PROFUNDIZA EN 2015

El horizonte de pago de los servicios de deuda a futuro es bastante ex-
tenso. Concretamente, hasta el afio 2045 el gobierno nacional debe afrontar
vencimientos de titulos publicos, tanto en moneda local como extranjera.?

Centrando el analisis en un plazo mas inmediato, se aprecia que en el
periodo 2015-2017, los vencimientos de deuda por pagos de amortizacion e
interés promedian los US$ 26.000 millones, con una mayor importancia de
vencimientos en moneda extranjera en todos los casos

A su vez, de los vencimientos de deuda en dolares, los que marcarian
la verdadera necesidad de divisas para poder afrontarlos son los que corre-
sponden a acreedores privados, puesto que se considera que los vencimien-
tos con los propios organismos estatales (como el BCRA) se refinanciarian
en su totalidad, mientras que aquellos con organismos multilaterales si bien
se pagan en su totalidad, lo usual es que luego se obtengan préstamos por
montos similares a los que vencian.

Los vencimientos en moneda extranjera, netos del Sector Publico,
ascienden a un total de US$ 12.300 millones en €l 2015, US$ 7.800 millones
en 2016 y 13.116 millones en 2017.

En consecuencia, la necesidad de divisas para el pago de la deuda
en los proximos afos seria de casi US$ 8.400 millones en el 2015, se re-
ducirian a unos US$ 2.800 millones en el 2016 y ascenderian a US$ 9.200
millones en 2017. Claramente, estas cifras podrian verse modificadas en
caso de alcanzarse algtn tipo de acuerdo con los holdouts, dependiendo de
las caracteristicas que tenga el acuerdo.

V. CAso HOLDOUTS: EL PANORAMA PODRIA OSCURECERSE

V.a ;Qué esta pasando con los holdouts?

El frente con los bonistas que no aceptaron ingresar al canje de deu-
da se complica a partir del fallo del juez de los EEUU, Thomas Griessa, en
noviembre de 2012 que obligo6 a la Argentina a pagar US$ 1.330 millones a
un fondo de acreedores (NML, Aurelius y un grupo minorista).

20. Existe también un bono colocado en el BCRA que se terminaria de pagar en el 2089, pero su
importancia resulta bastante marginal.
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Grafico 7: Servicios futuros de amortizacion e interés
(datos en millones de USS)
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.

Grifico 8: Servicios futuros de amortizacion e interés, en moneda extranjera
(datos en millones de US$)
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Grafico 8: Servicios futuros de amortizacion e interés, en moneda extranjera
(datos en millones de USS)
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Fuente: Elaboracion propia en base a Subsecretaria de Financiamiento
del Ministerio de Economia de la Nacion.

Ademas, el juez trabé un embargo de los fondos argentinos ante el
Banco de Nueva York (BoNY), que es el agente de pago de los bonos ar-
gentinos que se encuentran actualmente en situacion de pago normal en los
Estados Unidos.

En marzo de 2013, la Argentina presentd una nueva oferta de canje
a los holdouts, bajo condiciones similares a las otorgadas en los canjes del
2005 y 2010. Dicha oferta fue rechazada por el grupo de bonistas, que no
aceptan una quita y reestructuracion de la deuda sino que reclaman se les
pague en efectivo el 100% del valor original, mas los intereses devengados.

A comienzos del 2014, Argentina apelo el fallo del Juez Griessa ante
la Camara de Apelaciones, quien otorgd una “suspension’ del embargo hasta
tanto se definiera la situacion.

Luego del rechazo por parte de la Camara de Apelaciones, ratifican-
do el fallo de Griesa, la Argentina se presentd ante la Corte Suprema de Jus-
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ticia de los EEUU para que se expidiera acerca de este tema. Sin embargo,
en junio de 2014 el méaximo tribunal no acept6 la apelacion de la Argentina,
dejando en firme las decisiones que ordenaban al gobierno pagarle a los
holdouts los US$ 1.330 millones.

A mediados de 2014, la Argentina entrd entonces en un periodo al
que se puede denominar “Default Técnico”, puesto que si bien el pais depositd
en el BCRA en la cuenta a nombre del BoNY los recursos para pagar a los
bonistas reestructurados, la Justicia norteamericana freno el pago de dicha
deuda, hasta tanto no se llegue a un acuerdo con los A#oldouts.

V.b ;Por qué se llego a esta situacion?
Dos interrogantes que surgen son:

1) Siendo que la cifra de USS$ 1.330 millones no resulta de gran
magnitud, ;por qué no se afronta directamente el pago a dicho grupo de
acreedores?

Debido a que los restantes fondos que integran los holdouts poseen
caracteristicas similares a los de los acreedores en litigio (todos otorgados bajo
legislacion extranjera), con lo cual seguramente surgirian nuevas demandas
por el monto restante.

2) Considerando que el monto total de los #oldouts no llega a representar
un 10% del stock total de la deuda publica, por qué no se intenta llegar a un
acuerdo, ofreciendo una propuesta mas en linea con lo que los acreedores
solicitan?

Diversas clausulas le impiden actualmente al gobierno ofrecer una
mejor propuesta.

La primera es la Ley Cerrojo, que imposibilita al gobierno realizar
una nueva apertura del Canje de deuda ya realizado. De todas formas, esta ley
puede llegar a ser suspendida (tal como ocurrio en el afio 2010), o directamente
derogada, si el Congreso asi lo decide.

La segunda es la clausula del Pari Passu, que figura en la mayor parte de
las emisiones de deuda soberana y que implica “un trato igualitario para aquellos
bonistas de un pais que entren o no entren a un canje de deuda publica”.
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Por otro lado, los bonistas que accedieron a los Canjes del 2005
y 2010 acordaron con el gobierno la clausula RUFO (Right Upon Future
Offer), que implica el derecho a una mejor oferta para ellos si el gobierno
mejorara las condiciones propuestas a alguno de los bonistas que no ingre-
saron a los canjes. De todas formas, esta clausula vence el 31 de diciembre
del 2014, con lo cual luego de esa fecha, caeria la vigencia y no existiria
fundamento legal para pedir una compensacion similar en caso de existir
acuerdo.

En esencia, la situacion actual argentina para negociar con los holdouts
se encuentra bastante condicionada por los canjes del 2005 y 2010.

V.c. Implicancias del litigio actual con los holdouts

La falta de resolucion del litigio con los holdouts posee implicancias
altamente negativas para el pais, a pesar que el monto en cuestion no representa
un porcentaje elevado del nivel de endeudamiento actual de la Argentina. De
hecho, el sector privado no resulta para nada ajeno a esta cuestion, ademas
de la imposibilidad que tiene el sector publico argentino en todos sus niveles
para acceder a financiamiento internacional a tasas razonables.

El actual escenario al que se ve expuesto el pais, luego de la negativa
por parte de la Corte Suprema de EEUU a analizar el caso de Argentina,
podria impactar sobre multiples variables de la economia, con efectos que se
pueden sintetizar de la siguiente manera:

- Caida en el precio de los titulos publicos.

- Aumento en las tasas de interés.

- Incremento del riesgo pais.

- Freno adicional en el nivel de actividad economica.

- Imposibilidad para el sector privado de tomar financiamiento en el
exterior.

- Necesidad de incrementar el financiamiento del BCRA al sector
publico Nacional.
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V1. REFLEXION FINAL

De lo expuesto en los parrafos anteriores, se aprecia que Argenti-
na se encuentra actualmente frente a una situacion sumamente delicada en
materia de deuda publica, no tanto por su nivel de endeudamiento actual
y los vencimientos futuros en concepto de amortizacidon e interés (que a
diferencia de otras épocas de la historia del pais, resultan ahora bastante
“manejables”), sino por el frente abierto con los holdouts, los acreedores
que no aceptaron entrar en la reestructuracion de la deuda ofrecida por el
gobierno argentino.

Resulta necesario seguir de cerca lo que suceda con el caso holdouts
en los proximos meses. De ahora en mas, se vislumbran basicamente dos
escenarios posibles: o la Argentina realiza un drastico cambio en su politi-
ca de deuda externa y evidencia una verdadera voluntad de acuerdo, pre-
sentando una nueva oferta que resulte atractiva, lo cual le permitiria volver
a insertarse en los mercados financieros internacionales; o se sigue con la
estrategia actual de no encarar una solucioén de fondo, con las consecuencias
mencionadas anteriormente, algunas de las cuales ya se estdin comenzando a
vislumbrar y que no resultan nada favorables para el crecimiento sostenido
del pais.
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Figura 1
Precios de las acciones y riesgo/pais
Fuente: JPMorgan
Tabla 1
Cambios de tipo de tenencia de la vivienda

Fuente: encuesta movilidad espacial en Bogota, Centro de Estudios sobre el
Desarrollo Econémico (CEDE), 1993.
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Anexo: con la base de datos, cuando corresponda, es conveniente el
envio en un archivo adjunto, de los datos utilizados para las estimaciones y/o
construccion de tablas y gréaficos.
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Papers submitted for publication in Revista de Economia y Estadis-
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be submitted for publication in other journals. Received papers will be
considered by a Board of Associate Editors, composed by well known and
prestigious specialists. Articles will be subject to the double blind procedure
(anonymous authors and referees).

Electronic versions of originals (word and /or excel) must be sent to
the Editors to the following e-mail address: rev_eco_estad@eco.unc.edu.ar.
It is the authors” responsibility to ensure that the fi le is completely legible in
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Not legible fi les will not be accepted.

The Editors will not take any responsibility for any damage or loss
of submitted articles. On papers acceptance, authors will be asked to transfer
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I11. MANUSCRIPT PREPARATION

Papers’ length. Submitted articles should typically be less tan 25
double-spaced pages with 2.5 cm margins on all sides, and should in no event
exceed 40 pages. Pages should be consecutively numbered (the title page
being number 1).

Title page. The title page will include:

The article title, which should be short, self explaining and bearing
the paper’s essence. It should be presented in english and spanish.

The authors” name and permanent affiliations, followed by their cu-
rrent postal address, e-mail address and telephone or fax number.

The title page will also include single paragraph abstracts, in Spanish
and in English, of not more than 100 words each and a list of two to five
keywords.

Footnotes. Footnotes will be kept at a minimum and numbered con-
secutively and designated by superscripts in the text. All footnotes should be
typed double-spaced and they will not include formula.

References. All bibliographical references quoted in the text should
follow the format prescribed by the International Organization for Standar-
dization-ISO 690 (printed documents and special materials) and ISO 690-2
(electronic documents and their parts), available in internet for consultation.
The list of references will be presented in alphabetic order.

Formula. They should be numbered consecutively throughout the
text [e.g. (1), (2), etc] on the right of the page. It is recommended, in case of
abbreviated formula display, to separately submit their complete derivation
(which will be not published).

Tables and Figures. Tables as well as figures should be identified
with Arabic numbers and will have a legend and the source (whenever it
applies). Figures carrying photographs will be presented in brilliant, good
quality white and black copies. Tables, references and figure legends should
be written in separate pages.
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Organizations and Institutions. Organizations and Institutions quo-
ted or mentioned in the paper will be indicated with their complete denomi-
nation and the corresponding initials between brackets.

Annex. Authors are advised to send, enclosed to the paper, the file
with the database used for estimations and the construction of tables and
graphics.
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