

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Decentralizing Spending More than Revenue: Does it Hurt Fiscal Performance?

	
    
        
            
            







    
    










    
    
    
    











			
                    IMF Working Paper No. 11/226
 
        

    
	

	
	
		
		
			34 Pages
		
		

		Posted: 8 Oct 2011
		
		
		
	

	
		
			
			




	See all articles by Luc EyraudLuc Eyraud
International Monetary Fund (IMF)
Lusine Lusinyan
International Monetary Fund (IMF); European University Institute - Economics Department (ECO)


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 2011

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In many countries the decentralization of spending responsibilities has outpaced the decentralization of revenue powers. Sub-national governments have then to rely on transfers from the center and borrowing to finance their spending. When this occurs, we find that the overall fiscal deficit tends to increase. This result is based on cross-country econometric evidence from OECD countries, and is particularly strong in the presence of regional disparities. Fiscal discipline can be strengthened by ensuring that sub-national taxing powers are adequate to meet spending obligations. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Cross country analysis, Economic models, Fiscal policy, Fiscal reforms, Governance, Government expenditures, OECD, Revenues

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Eyraud,  Luc and Lusinyan,  Lusine, Decentralizing Spending More than Revenue: Does it Hurt Fiscal Performance? (September 2011). IMF Working Paper No. 11/226,  Available at SSRN: https://ssrn.com/abstract=1940812
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Luc Eyraud

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street, N.W.
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Lusine Lusinyan (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street, N.W.
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European University Institute - Economics Department (ECO)  ( email )

			

			
			
				
				
				
					Villa San Paolo
Via della Piazzuola 43
50133 Florence
Italy

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      184

			

		
		
		
			Abstract Views

			      852

		

		
		 
		
			Rank

			  294,953

		

		
	


	

	
		
			
				       55 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Monetary Fund (IMF) Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Monetary Fund (IMF) Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            8,268

                                    

                                    
                                        PAPERS

                                            8,254

                                    

                                

                                
                            

                        

                    

                
	
                    Macroeconomics: Monetary & Fiscal Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Monetary & Fiscal Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,570

                                    

                                    
                                        PAPERS

                                           18,513

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Political Economy: Government Expenditures & Related Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: Government Expenditures & Related Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,142

                                    

                                    
                                        PAPERS

                                           18,999

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Fiscal Incentive Effects of the German Equalization System

                        
                            By
                                
                                
                                    
                                    Sven Jari Stehn
                                     and 
                                
                                    
                                    Annalisa Fedelino
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Dynamic Commitment and the Soft Budget Constraint: An Empirical Test

                        
                            By
                                
                                
                                    
                                    Per Pettersson-lidbom
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Legislative Malapportionment and the Politicization of Germany's Intergovernmental Transfer System

                        
                            By
                                
                                
                                    
                                    Hans Pitlik, 
                                    
                                
                                    
                                    Friedrich Schneider, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Earmarked Grants and Accountability in Government

                            
                                By
                                    
                                    
                                        
                                        Richard M. Bird
                                         and 
                                    
                                        
                                        Michael Smart
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What Determines Fiscal Policy? Evidence from German States

                            
                                By
                                    
                                    
                                        
                                        Helge Berger
                                         and 
                                    
                                        
                                        Anika Holler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Reforming Federalism German Style - a First Step in the Right Direction

                            
                                By
                                    
                                    
                                        
                                        Thomas DÃ¶ring
                                         and 
                                    
                                        
                                        Stefan Voigt
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Sustainability Across Government Tiers

                            
                                By
                                    
                                    
                                        
                                        Peter Claeys, 
                                        
                                    
                                        
                                        Raul Ramos, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Perfect Finance Minister: Whom to Appoint as Finance Minister to Balance the Budget?

                            
                                By
                                    
                                    
                                        
                                        Beate Jochimsen
                                         and 
                                    
                                        
                                        Sebastian Thomasius
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Institutionalized Bailouts and Fiscal Policy: The Consequences of Soft Budget Constraints

                            
                                By
                                    
                                    
                                        
                                        Alexander Fink
                                         and 
                                    
                                        
                                        Thomas Stratmann
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

