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buildings), 146
information asymmetries as factor,
127-129
infrastructure, 146—148, 419-421
innovations in program design and
delivery, 129
local governance
developing economies, 286
OECD countries, 277
mandates, 153—155
political economy arguments
regarding, 129-131
political stability and, 131
poverty alleviation, 451-459
private provision of public goods and
services, 155—-156
public enterprise, 148
public goods and services, 133-137,
146, 155-156
quasi-private goods and services,
137-139
social insurance, 139-143
social welfare, 139
subnational government preferences
and needs, allowing for, 124-127
time inconsistency problem, 132-133
transfers
individuals and households, to, 145
private firms, to, 146
transition costs of, 131-132
type of expenditure, assignment by,
133, 134
expenditure competition, 42—43, 79-82,
504

expenditures, generally, 393

assignment of. See expenditure
assignment

decentralization of, 64, 66, 68—85,
111-112

harmonization of, 52, 82-83, 327-328

health and education. See health and
education expenditures

infrastructure. See infrastructure

interjurisdictional spillovers, 36-38,
42, 76-79

needs of subnational governments. See
under intergovernmental transfers

poverty alleviation. See poverty
alleviation

public goods and services. See public
goods and services

role of government in federal
economies, 9—-11

externalities, 18—19

agglomeration and network, 19

benefit spillovers, 312

education, associated with, 404

expenditure competition, 42—43

fiscal, 47-48

horizontal fiscal, 38—43

interjurisdictional spillovers, 36-38, 42

local or state, 18, 35-36, 47-48,
69-70

regional development, resulting from,
53

regulation, 43

tax competition, 38—41

tax exporting, 41-42

vertical fiscal, 43—46, 169-170

Faguet, Jean-Paul, 119, 120
Fan, Simon, 532
federal governments
decentralized governance,
responsibilities under
assignment problem, 62, 66—-68
optimal assignment of functions,
features of, 111
overall roles and general principles,
93-95, 111
enumeration of, 5, 517
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federal governments (continued)
equity as federal objective, 1-29, 54-57,
162-164
intergovernmental transfers, federal
versus local priorities in, 385
market economies, intervention in,
11-17
natural resources ownership and
management by, 225-229
poverty alleviation, responsibility for,
455-459
preemption of state by federal law,
171
regional competition and cohesion,
role in, 508, 509
partnership or do no harm
approach, 509-514
paternalist or do good approach,
514-516
subnational governments
federal government influenced by, 8
federal influence on, 8
transfers to state and local
governments by. See
intergovernmental transfers
federalism, fiscal. See fiscal federalism
Filimon, R., 309
Filmer, D., 119
Finland, 276, 279, 280, 378, 403
First Peoples, local governance amongst,
266
fiscal [in]efficiency and [in]eqiuty, 50, 76,
85, 89
fiscal accountability. See accountability,
fiscal and political
fiscal competition resulting from natural
resources ownership and
management, 226227
fiscal equalization transfers. See
equalization transfers
fiscal equivalency, principle of, 244
fiscal externalities, 47—48
fiscal federalism, 4
asymmetric federalism, 8
basic concepts of, 4—11
coming together versus holding
together, 5-6, 464

competitive federalism, 6-7, 34, 499

confederal governments, 9

cooperative federalism, 7, 246

corruption. See corruption

decentralization, principle of. See
decentralized governance

definition of federalism and federal
government, 4, 5-6

design of fiscal constitutions, 1-3

developing economies, 57-59

dual federalism, 6-7, 246

efficiency. See efficiency and
inefficiency

equity. See equity and inequity

etymology of federalism, 5

executive or interstate federalism, 8

globalization and the information
revolution leading to rethinking
of, 548-549, 554-555, 581. See
also globalization and the
information revolution

hourglass model, 550-551

impetus for, 59-60

list of federal countries, 5

local governance. See local governance

Macroeconomics. See macroeconomic
management

market economies. See market
economies

market-preserving federalism, 9

natural resources. See natural resources
ownership and management

problems and challenges of, 460

regionalism. See regional competition
and cohesion

revenue of. See revenue

rise in, 9

role of government in federal
economies, 9-11

spending. See expenditures, generally

subnational governments. See
subnational governments

transfers. See transfers

fiscal policy, institutional environment

for macroeconomic management
of, 473-488, 495

fiscal residua. See net fiscal benefits

© Cambridge University Press

www.cambridge.org



http://www.cambridge.org/9780521732116
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-73211-6 - Fiscal Federalism: Principles and Practices of Multiorder Governance
Robin Boadway and Anwar Shah

Index

More information

Index 597

fiscal transfers. See intergovernmental
transfers
Fisman, Raymond, 536
Fiszbein, Ariel, 536
Fitts, M. A., 476
Flatters, Frank R., 47, 49, 187, 208, 220,
226, 341, 342, 346, 522
FOC]J (functional, overlapping, and
competing jurisdictions), 244
Ford, Kathryn, 121
Foster, Andrew, 119
Fox, W. E., 142, 154, 155, 156, 176, 177,
189, 192, 505, 511, 513
France
decentralized governance in, 5
fiscal policy in, 478, 495
health care, grant financing of, 378
intergovernmental transfers, 279
local governance in, 242, 268-269,
272-274, 275, 276, 279
monetary policy and central banking
in, 468
fraternal fiscal equalization programs,
372
free trade clauses, 488, 508
free-rider problem, 133
Frey, Bruno, 244
Friedman, Thomas, 538, 542
functional, overlapping, and competing
jurisdictions (FOCJ), 244
fungibility effect of grants, 312

Gabon, 519

Galasso, E., 119

gambling, taxes on. See excise taxes

Gamkhar, Shamah, 312, 313

Gardner, Roy, 523

Garman, Christopher, 500, 506

gas resources. See natural resources
ownership and management

gasoline taxes. See excise taxes

Gatti, Roberta, 536

Gauthier, Denis, 49, 226

GEF (Global Environment Facility), 541

Gendron, Pierre-Pascal, 117, 180, 181,
239

general sales tax. See sales taxes

general-purpose or unconditional
transfers, 305-306, 309, 315,
340-341
Germany
cooperative federalism, 7
decentralized governance in, 6, 122
economic union in, 488
equalization program, 552
expenditure assignment in, 142, 147,
150, 152, 153
extent of federalism in, 547
federal status of, 5
fiscal policy in, 478, 479-480, 495
globalization and the information
revolution in, 513, 550, 551,
552
health and education expenditures in,
378, 396, 398, 402, 412, 413
infrastructure in, 420, 428
intergovernmental transfers in, 279,
340, 361, 372, 373, 374
local governance in, 269, 272-274, 275,
276, 279
monetary policy and central banking
in, 467, 469
natural resources ownership and
management in, 241
poverty alleviation, governmental
responsibility for, 451, 453
regional competition and cohesion in,
507-508, 509, 510, 513
revenue assignment in, 157, 187, 196
revenue sharing in, 199, 294
subnational governments
federal influence on, 8
influence on federal government, 8
tax harmonization in, 489
VFG in, 321
Ghana, 502, 536
Gillen, David, 309
Global Environment Facility (GEF), 541
globalization and the information
revolution, 538-539
citizen empowerment by, 541-542
competitiveness, international, 543
consumer sovereignty resulting from,
542
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globalization and the information
revolution (continued)
decentralization and localization,
540-541, 545-546
democracy deficit created by, 542
division of fiscal powers, 549550
equalization programs, 551-552
fend for yourself federalism, fiscal
prudence and discipline under,
557
fiscal federalism, rethinking, 547-549,
554-555
glocalization, 539, 546, 547, 548
governance implications of, 539-545,
547, 548
hourglass model diminishing
subnational government role,
549-551
intergovernmental transfers, 554
internal common market,
fragmentation of, 554
international agreements leading to
conflict within nation, 548
internationalization of cities and
regions, 542
local governance, increased
importance of, 243, 549-551
mitigating adverse consequences of,
513-514
nation-state, reorientation of, 540—541
NGOs and, 541
protectionism resulting from, 544
public goods and services, 551-552
social welfare and, 545
state as counterweight to, 544-545
supranational regimes, emergence of,
540-541
wages affected by, 544
glocalization, 539, 546, 547, 548
Goetz, Charles, 47, 346
Goldfajn, Tlian, 483, 484
Gomez-Lobo, Andres, 379
Gonzalez, J. M. G., 153, 175, 189, 199,

decentralization’s effect on delivery of,
119, 121, 123
expenditure assignment of
public goods and services, 133137
quasi-private goods, 137-139
national minimum standards for,
setting, 378, 381
public. See public goods and services
quasi-private. See quasi-private goods
and services
Gordon, Norma, 379
Goss, Sue, 243, 254
governance
corruption and, 520
decentralized. See decentralized
governance
globalization and the information
revolution, governance
implications of, 539-545, 547, 548
local. See local governance
Gramlich, Edward M., 308, 313, 466, 474,
475
grand corruption, 520
grants. See transfers
Great Britain. See United Kingdom
Great Depression, 476
Greece, 276-279, 475, 478
Grossman, Gene M., 28, 522
Guatemala, 527, 534
Guerra, S. C.,, 397, 398, 406, 407, 412, 413
Gupta, Sanjeev, 518
Gurgur, Tugrul, 527, 529, 530, 536
Guriev, Sergei, 522
Gygi, U., 470, 479

Hagen, Karen P, 163
Haggard, Stephan, 500, 506
Hallet, Andrew Hughes, 465
harmonization
of expenditures, 52, 82-83, 327-328
of policies
fiscal policy in federations, 488
health and education, 398-399, 413

intergovernmental transfers, via, 350
of poverty alleviation with other public
programs, 459-464

297, 301, 396
Gonzalez, Pablo, 147, 379
goods and services
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of regional interests. See regional
competition and cohesion
of taxes, 50-52, 196
decentralized governance, 87,
106-108
equalization, 206
intergovernmental transfers,
330-331, 349-350
macroeconomic management of,
489-490
methods of, 198-206
purpose of, 196-198
regional competition and cohesion,
510-511
state control of tax and degree of
harmonization, 238-239
Hart, Oliver, 545
Hausman, Ricardo, 476
Hayashi, Masayoshi, 44, 45
health and education expenditures, 395,
393-395
efficiency arguments for public
financing of, 402-403
equity/social insurance arguments for
public financing of, 403—405
expenditure assignment
education, 138—-139
health care, 139
infrastructure (hospitals and school
buildings), 146
financing of, 401-409
harmonization of policy on, 397-399,
413
infrastructure (hospital and school
buildings). See infrastructure
intergovernmental transfers for, 409
level of government responsible for
provision of services, 395-401
local government responsibility for,
414
Medicare and Medicaid (U.S.), 142,
145, 404
national standards for, 378, 398-399,
409-415
NGOs, provision of services by, 401,
415
poverty alleviation via, 397

private sector
financing of services, 402, 403, 409
provision of services, 399-401
regional competition and cohesion,
504
special purpose bodies delivering
services, 413-415
user fees, 409, 415-418
Heaps, T., 208
Helliwell, J. F., 208
Helpman, Elhanan, 28, 522
Henderson, Vernon, 47
Hendrischke, Hans, 487
Hettich, Walter, 15
Heymans, C., 426, 434, 435, 443
Hirshleifer, Jack, 21
Hobson, Paul A. R., 341
holding together versus coming together,
5-6, 464
Holland, 273, 275-279, 378, 401
home rule principle, 244, 271, 517
Horiba, Isao, 127
horizontal competition, 498
horizontal equity in federal states, 54,
56-57
horizontal fiscal [im]balance in natural
resources ownership and
management, 232-236
horizontal fiscal externalities, 38—43
Horn, Murray J., 256
hourglass model of federalism, 550-551
Howes, Stephen, 181
Howitt, Peter, 145
hukou, 488, 509
Humes, Samuel, IV, 269
Hungary, 355
Huther, Jeff, 119, 318, 466, 468, 527, 530,
531, 536

laryczower, Matias, 474
Iceland, 274, 276-279
idiosyncratic shocks, ensuring states
against, 81, 100

IMF (International Monetary Fund), 542
income tax

corporate income tax

natural resources, 222
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income tax (continued)
revenue assignment, 175-178
federal control of, 114
personal income tax
revenue assignment, 172-175
state control and degree of
harmonization, 239
revenue assignment
corporate income tax, 175-178
personal income tax, 172-175
revenue sharing, 298-299
transfers delivered via credits against,
144
incomes, inequity of, 24-25
India
asymmetric federalism in, 8, 549
cash transfers in, 448
coordinate-authority model of dual
federalism in, 7
corruption in, 536
decentralized governance in, 5, 119,
119, 121, 122
equalization program, 552
expenditure assignment in, 142, 144,
146, 151, 152, 153
federal status of, 5
fiscal policy in, 475, 478, 495, 496
globalization and the information
revolution in, 550, 551, 552, 553,
554
health and education expenditures in,
396, 399, 401
holding together view of federalism in, 6
infrastructure in, 420, 425, 426, 435
in-kind transfers in, 449
intergovernmental transfers in, 338,
355, 359, 361, 375, 381, 386, 388
local governance in, 242, 264, 266, 270,
282, 283, 284, 285, 286, 287
poverty alleviation, governmental
responsibility for, 451, 460
proactive poverty programs in, 450
regional competition and cohesion in,
505, 506, 510
regional equity in, 491
revenue assignment in, 175, 178, 182,
188, 196

revenue sharing in, 294, 302
subnational governments, federal
influence on, 8
tax harmonization in, 489
Indians in North America, local
governance amongst, 266
indirect taxes, responsibility for, 115-118
individualism, 13
Indonesia
decentralized governance in, 5, 119
free trade and mobility clauses, 509
globalization and the information
revolution in, 544
health and education expenditures in,
396, 399, 401, 404, 406, 407, 408,
411, 412
infrastructure in, 419, 420, 422, 425,
443
intergovernmental transfers in,
286-287, 288, 372, 375, 379,
382
local governance in, 282, 284, 285-287,
288, 290
revenue assignment, 178, 185, 188, 189,
191
revenue sharing in, 295
inefficiencies. See efficiency and
inefficiency
inequity. See equity and inequity
influence peddling 520. See also
corruption
information asymmetries as factor in
expenditure assignment, 127—-129
information imperfections, 21-22
information revolution. See globalization
and the information revolution
infrastructure, 418—419
accountability and governance issues,
432-433, 438
backlogs, dealing with, 441-442
borrowing for
capital markets, access to, 438—-440
state-local governments, 429
VEG and, 421-422
capital investment and budgeting,
429-432
capital/current expenditure mix, 429
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expenditure assignment, 146—148,
419-421
intergovernmental transfers
capital funding as component of
federal grants, 422-423
capital grants, 381-383, 437444
capital purchases, 437
conditional grants, 336, 443-444
interjurisdictional spillovers, 441
multiperiod capital costs, 432
national standards, meeting,
440441
natural resources ownership and
management, 218, 223
O&M expenditures, 432433
regulatory services, 436
soft budget constraint problem,
426428, 442
unused capital funds, 432
user fees, 433—437
Ingberman, D., 476
inheritance tax, 239
in-kind transfers, 448—450
Inman, Robert P., 5, 476479
innovations in program design and
delivery, expenditure assignment
based on likelihood of, 129
insurance, transfers to private-sector
firms for purposes of, 146
interdependent spheres approach to
cooperative federalism, 7
interest group capture and corruption,
533-534
intergovernmental transfers, 9, 291-292,
306, 351
accountability of, 314-320, 353
benchmark equalization system,
341-345
block grants, 82, 307, 338, 409
capital grants, 381-383, 437-444
conditional grants. See conditional
grants
decentralization and, 66
depressed areas, stability in, 381-383
design of, 351-353, 388
economic arguments in favor of,
321-328

efficiency and, 325-326, 352
equalization. See equalization transfers
equity and, 322-325, 352
expenditure harmonization, 327-328
expenditure needs
ad hoc determination of, 361-362
conclusions regarding, 370
direct imputation methods,
representative expenditure system
using, 362-363, 365, 366
measuring, 360—-368
practical difficulties in equalizing,
368-369
theory-based representative
expenditure system, 365-368
features of, 228-333
fungibility effect of grants, 312
general-purpose or unconditional
transfers, 307-308, 309, 315,
340-341
globalization and the information
revolution, 554
health and education expenditures, 409
infrastructure. See under infrastructure
institutional control of, 332-333
institutional responsibility for,
384-387
interjurisdictional spillovers, 312,
326-327, 381
local governance
developing economies, 286, 287, 288
OECD countries, 277-278, 279
transfers from subnational
governments to local
governments, 383-384
macroeconomic governance of
management of transfers,
macroeconomic, 490—491
stability, transfers creating, 381-383
matching. See matching
intergovernmental transfers
national minimum standards for
services, setting, 376-380
negative perceptions of, 353—354
nonmatching, 309-310, 311, 315
output-based (performance-oriented)
transfers, 314-316, 319, 320
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intergovernmental transfers (continued)
policy coordination and
harmonization, 349-350
practices to adopt, 380-391
practices to avoid, 377-390
priorities, federal versus local, 381
regional competition and cohesion,
511-512
regulation and, 331
revenue (fiscal) capacity, measuring,
358-360
revenue sharing. See revenue sharing
specific-purpose or conditional. See
conditional grants
tax harmonization via, 330-331,
349-350
types of, 306-321
unconditional equal per capita grant
formulas, reasons for deviating
from, 331-332
VFG and, 321-323, 340-341, 347-349,
353-355
interjurisdictional spillovers, 36—38, 42
benefit spillovers, 312, 381
conditional grants, 334
decentralized governance and, 76-79,
105
infrastructure, 441
intergovernmental transfers and, 312,
326-327, 381
internal common market or economic
union, 30-35, 97-103, 126, 161—
162, 334-335, 488-489, 502-503,
510, 554
international agreements leading to
conflict within nation, 544
international competitiveness under
globalization andthe information
revolution, 543
International Monetary Fund (IMF), 542
internationalization of cities and regions,
543
interregional competition and cohesion.
See regional competition and
cohesion
interstate agreements
ensuring collective goals via, 83

federal government responsibility for,
94
interstate commerce clauses, 171, 488,
509
interstate or executive federalism, 8
Iraq, 5, 6
Ireland, 276, 279
Isham, J., 119
Italy
cash transfers in, 447, 448
decentralized governance in, 5, 122
fiscal policy in, 495
globalization and the information
revolution in, 514
health care, grant financing of, 378
intergovernmental transfers in, 279
local governance in, 242, 276, 279, 280
monetary policy and central banking
in, 467
regional competition and cohesion in,
514, 515

James, Steven, 474
Japan
decentralized governance in, 5
expenditure assignment in, 129
intergovernmental transfers in, 279,
345, 372
local governance in, 242, 271, 275, 276,
279, 280
multiple layers of government in, 31
revenue assignment, 157
VFG in, 348
Jha, Raghbendra, 127
Johnson, William R., 90
Jones, Mark, 474
Joumard, L., 151

Kihkonen, S., 119

Kanbur, Ravi, 88

Katz, Lawrence E., 515

Kazakhstan, 272-288, 290

Kearney, Richard, 271

Keen, Michael J., 24, 28, 42, 43, 45, 80, 88,
90, 108, 130, 141, 169, 239, 321

Kehoe, P. J., 80, 133

Kennedy, S., 476
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King, E. M., 119, 397, 398, 406, 407, 412,
413, 414, 417

Kirchgassner, Gebhard, 501

Klitgaard, Robert E., 521

Knopff, R., 142, 146, 150, 153, 396, 452

knowledge culture, 543, 581. See also
globalization and the information
revolution

Kopits, G., 476, 495

Korea, 5

Kotsogiannis, Christos, 43

Kramer, J., 142, 147, 151, 153, 188, 199,
396, 398, 413, 507, 509, 514

Krug, Barbara, 487

Krugman, P. R, 53, 212, 541

Kuncoro, Ari, 536

laboratory federalism, 500

Laffer curve, 43

Lambsdorff, Johann, 526

Lane, Timothy D., 476

Latin America. See also specific countries

cash transfers in, 447, 448
regional competition and cohesion in,

502

Latvia, 372, 375, 519, 527

layer cake model of dual federalism, 6-7

Le Roy, L., 507

leadership commitment and corruption,
528

Leo XIII (pope), 245

Leviathan model, 16, 28, 56, 130, 255, 501

Levy, Joaquim Vieira, 469, 485

Lieberman, S. S., 397, 404, 407, 408, 411,
416

Lin, Chen, 532

Lin, Justin, 121

Lindbeck, Assar, 28

Linder, W., 507, 508

Lipsey, Richard G., 31, 541

Lithuania, 372, 375

Liu, Z., 121
Livingston, J., 120
loans. See borrowing, governmental
local governance, 3—4, 242-243
accountability of, 262
administrative feasibility criterion, 251
ancient history, 267
citizen-centered, 260, 262
comparative perspectives on 267, 581.
See also under specific countries
alternative national/regional models,
267-272
developing economies, 290
OECD countries, 272-281
correspondence principle, 244
corruption and localization. See under
corruption
credit, local access to. See under
borrowing, governmental
decentralization theorem for, 245
defined, 242243
dual supervision model of, 268
economic efficiency criterion for, 248
expenditure assignment
developing economies, 286
OECD countries, 277
fiscal equivalency, principle of, 244
fiscal need/revenue adequacy criterion,
251
FOC]J (functional, overlapping, and
competing jurisdictions), 244
globalization and the information
revolutionincreasing importance
of, 243, 542-551
handmaid to higher governance orders
in traditional fiscal federalism,
246-253
health and education expenditures,
responsibility for, 414
home rule principle, 244, 271
infrastructure borrowing, 429-521
integrated analytical framework for,
262
citizen-centered local governance,
260, 260-262
implications of, 260-265
new and old views compared, 266
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287, 288
OECD countries, 278-279
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governments, 272-383, 384
intergovernmental transfers from
subnational governments to,
383-384
key considerations and tools for, 251,
252
legal status
developing economies, 282
OECD countries, 273
national equity considerations and, 251
network forms of, 257-258
NIE approach to, 256-257
NPM perspective on, 253-255
optimal size and number of
jurisdictions, achieving, 246
population covered by
developing economies, 284, 285
OECD countries, 274, 275, 276
poverty alleviation, responsibility for,
454-455
primary agents of citizens, local
governments as, 262
public choice approach to, 255-256
public goods and services, 18, 36, 48,
70, 125-126, 248-249, 376381
relative importance of
developing countries, 282, 283
OECD countries, 273, 274
responsibleness of, 259
responsivity, 259
revenue
developing economies, 286, 287, 288
OECD countries, 277, 278, 279
roles and responsibilities of, 246, 264
subsidiarity principle, 245
two-tier structures for metropolitan
governance, 247
local preferences for redistribution, 72-73
localization. See decentralized governance
Lockwood, Ben, 38, 81, 88, 127
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regarding, 492, 493-494
developing countries, lessons for, 495
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intergovernmental transfers, 491
internal common market,
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insurance, 490-491
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management of, 491
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indicators of, 360
Majeed, A., 151, 153, 396, 399, 451, 460
Malawi, 531
Malaysia
asymmetric federalism in, 8, 549
coordinate-authority approach to
federalism, 6
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corruption in, 529

decentralized governance in, 5

equalization program, 552

expenditure assignment in, 152

extent of federalism in, 547

federal status of, 5

globalization and the information
revolution in, 544, 550, 552

intergovernmental transfers in, 355, 381

local governance in, 254

natural resources ownership and

open-ended, 311, 312, 315
Mathur, O. M., 422, 445, 446
Mauro, Paolo, 514
MCFP (marginal cost of public funds),
40, 41, 44, 169, 332, 342
McLure, Charles E., Jr., 239
McMillan, Melville, 272, 277, 280, 309,
414, 429, 434, 452
McNab, R. M., 121, 122
means testing for cash transfers, 447-448
medical expenses. See health and
management in, 211 education expenditures
regional competition and cohesion in, =~ Medicare and Medicaid (U.S.), 142, 145,
500, 505 404
revenue assignment in, 185, 188, 189, merit goods. See public goods and
196 services
subnational governments, federal Mexico
influence on, 8 coordinate authority approach to

Mali, 417 federalism in, 6
mandates and expenditure assignment, decentralized governance in, 122
153-155 expenditure assignment in, 142, 152

Manor, James, 536
marble cake model of cooperative
federalism, 7
Marceau, Nicolas, 21
Marchand, Maurice, 42, 80, 160
marginal cost of public funds (MCPF),
39-40, 41, 44, 169, 334, 344
marginal effective tax rates, 221
market economies
decentralization, appreciation of
market mechanisms as impetus
for, 60
inefficiency in, 16-17, 20-24
inequity in, 16-17, 24-29
intervention of federal government in,
11-17
market-preserving federalism, 9
markets, absence of, 20-21

federal status of, 5

globalization and the information
revolution in, 550, 554

health and education expenditures in,
396, 412

infrastructure in, 420, 435

intergovernmental transfers in, 375

monetary policy and central banking
in, 467

poverty alleviation in, 459

regional competition and cohesion in,
505

regional equity in, 491

revenue assignment in, 175, 185, 188,
189

revenue sharing in, 199, 301

subnational governments, federal
influence on, 8§

Marshall, W., 476
Martina, Riccardo, 522
Martinez-Vasquez, Jorge, 121, 122
matching intergovernmental transfers,
311-314
closed-ended, 312-313, 314, 315
general-purpose grants, matching
requirements for, 309

Micronesia, 5

Mieszkowski, Peter M., 46, 47

migration. See mobility considerations

Mihaljek, Dubravko, 466

mineral resources. See natural resources
ownership and management in

Mintz Committee (Technical Committee
on BusinessTaxation), Canada, 22
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Mintz, Jack, 88
Mirrlees, James A., 141
Mitsui, Kiyoshi, 46, 125
mobility considerations
education, 413
expenditure assignment based on
subnational preferences and
needs, 126
health care, 410
infrastructure borrowing, 429
public goods and services, obtaining,
499
revenue assignment to subnational
governments, 166—167
right to mobility in most federations,

488, 509
Moene, Karl O., 522
Monaco, 5

monetary policy and central banking,
institutional setting for, 466—473

money creation, 10

monitoring controls and corruption,
533-534

Mookherjee, Dilip, 119, 524, 533, 535

Moore, Mark, 253-254

moral hazard, 22, 128

Morris, Alan, 151

Mountfield, E., 142, 155

Mueller, Dennis C., 15

multijurisdictional nonfederal
governments, 306

Mundell, Robert A., 466, 474

Musgrave, Richard A., 18, 35, 46, 73, 89,
341

Muzzini, E., 420, 422, 435

Myers, Gordon M., 50, 344

Napoleon, 268
Nash equilibrium, 80
national common market. See internal
common market
national public goods, 103-105
national standards
goods and services, 378, 381
health and education services, 378,
396-399, 415
infrastructure, 441

poverty alleviation programs, 455, 459
national treatment criterion or principle,
35,98, 177
nation-state, reorientation of, 400-541
Native Americans, local governance
amongst, 266
natural resources ownership and
management, 4, 207-210
[in]efficiencies in, 208, 227-228
assignment problem, 211-212
chief features of, 211-213
corporate income tax system and,
221-222
diversification of industrial structure,
223-224
equalization issues, 225-226, 228
horizontal fiscal [im]balance,
232-234, 236
vertical fiscal [im]balance, 232-234,
240
exploration, extraction, and processing
rates, 207-208, 218-219
federations, 224-225
federal government ownership,
225-229
federalization versus
decentralization, 240-241
horizontal fiscal [im]balance,
232-234, 236
policy responses, 232-234
subnational government ownership,
229-232
vertical fiscal [im]balance, 232-234,
236-240
fiscal competition, 226227
horizontal fiscal [im]balance, 232-236
infrastructure expenditures, 218, 223
location-specificity of resources, 211
nonrenewable versus renewable
resources, 210-211
public goods and services, 222-223,
225-226
public revenue management, 220-221
redistributive consequences of,
217-218, 223
social welfare, social insurance, and
transfers, 222-223
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taxation. See resource taxes
unitary governments, 213-224
policy issues, 218-224
private sector adjustments, 218-216
public sector consequences, 216-218
VAT, 239, 241
vertical fiscal [im]balance, 232234,
236-240
volatility issues, 209
Nepal, 5
net fiscal benefits (NFBs), 46-50, 57,
75-76, 168—-169, 323-325, 344
net present value (NPV) rule, 429-432
Netherlands, 273, 275-276, 279, 378, 401
network forms of local governance,
257-258
New Deal, 476
new federalism, 5
new institutional economics (NIE)
approach
corruption, 526-527
local governance, 257
new public management (NPM)
perspective
on corruption, 525-526
on local governance, 253-255
New Zealand
cash transfers in, 448
decentralized governance in, 5
fiscal policy in, 495, 496
health and education expenditures in,
401
intergovernmental transfers, 279
local governance in, 242, 254, 272-279
monetary policy and central banking
in, 467, 468
Neyapti, Bilin, 468
NFBs (net fiscal benefits), 46-50, 57,
75-76, 168169, 323-325, 344
NGOs. See nongovernmental
organizations
Nicaragua, 119, 413
NIE. See new institutional economics
(NIE) approach
Nigeria
corruption in, 531
decentralized governance in, 120
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equalization program, 552, 552
expenditure assignment in, 152
federal status of, 5
globalization and the information
revolution in, 550, 551, 552
intergovernmental transfers in, 375
natural resources ownership and
management in, 211
regional equity in, 491
revenue assignment in, 175, 185, 188,
189, 196
subnational governments, federal
influence on, 8
Niskanen, William A., 476
nongovernmental organizations (NGOs)
globalization and the information
revolution, 541
health and education services provided
by, 401, 415
in-kind transfers, administration of, 449
poverty alleviation, involvement in,
454, 455, 460
nonmatching transfers, 307-308, 309, 315
nonresidents, shifting regional tax burden
to, 506
Nordic countries. See Scandinavian
countries
Northern Ireland. See United Kingdom
Norway
decentralized governance in, 5
health and education expenditures in,
378, 403
intergovernmental transfers, 279
local governance in, 209, 220, 232, 241,
267, 276-279
poverty alleviation, governmental
responsibility for, 455, 456, 457, 459
NPM. See new public management
(NPM) perspective
NPV (net present value) rule, 429-432

O&M (operating and maintenance)
expenditures for infrastructure,
432433

Oates, Wallace, 18, 35, 69, 73, 89, 124,
244, 245, 308, 356, 466, 499,
500-501
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octroi tax on intermunicipal trade, India,
182
OECD. See Organisation for Economic
Co-operation and Development
(OECD) countries
oil and gas resources. See natural
resources ownership and
management
Olowu, Dele, 536
Olson, Mancur, 244
operating and maintenance (O&M)
expenditures for infrastructure,
432
opportunity, equity of, 25
Organisation for Economic Co-operation
and Development(OECD)
countries. See also specific
countries
developed versus developing
economies, fiscal federalism in,
57-59
economic growth, effects of
decentralized governance on, 122
globalization and the information
revolution in, 544
growth of public spending in, 158
health and education expenditures in,
403
income tax in, 298
infrastructure in, 427, 439
intergovernmental transfers in, 351
local governance in, 272-281
personal income taxes in, 172
refundable tax credits, use of, 168, 173
revenue assignment by type of tax in,
171
origin method for sales taxes, 179
output-based (performance-oriented)
transfers, 314, 316, 319, 320
overgrazing and corruption, 532
Ozler, B., 119

Pakistan
coordinate-authority approach to dual
federalism in, 7
corruption in, 519, 527, 531, 534
decentralized governance in, 120

Index

federal status of, 5
globalization and the information
revolution in, 551
intergovernmental transfers in, 355,
375, 381, 387
local governance in, 242, 266, 270,
290
monetary policy and central banking
in, 469
regional competition and cohesion in,
501, 502, 504, 505, 506, 508, 515
regional equity in, 491
revenue assignment in, 177, 189
revenue sharing in, 198
subnational governments, federal
influence on, 8
Palau, 5
panchayats, 270
Papua New Guinea, 189
Pareto Principle, 13
participation and corruption, 528
partnership or do no harm approach of
federal government to regional
relations, 509-513
paternal fiscal equalization programs, 372
paternalist or do good approach of
federal government to regional
relations, 513-516
patronage, 520
Pauly, Mark V., 55, 89
pay
corruption, wage-based strategies to
combat, 530
globalization and the information
revolution affecting, 544
taxes on. See income taxes; payroll
taxes
payroll taxes
health and education expenditures, 405
intergovernmental transfers and, 330
responsibility for, 115
revenue assignment, 171, 185-186
revenue sharing, 299
pensions, 448
performance-oriented (output-based)
transfers, 316, 319, 314-320
Perotti, Roberto, 347
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personal income tax
revenue assignment, 172-175
state control and degree of
harmonization, 239
personalism and corruption, 531
Persson, Torsten, 81, 347
Peru, 5
Pestieu, Pierre, 160
Peterson, G. E., 420, 422, 435
petroleum products. See natural
resources ownership and
management in
petty corruption, 520
Philippines
corruption in, 519, 527, 530, 534
decentralized governance in, 5, 120
health and education expenditures in,
397, 404, 406, 407, 408, 411, 412,
416, 417
infrastructure in, 420, 422
regional competition and cohesion in,
505
revenue assignment in, 177, 189, 190
Phillips, K., 122
piggybacking (subnational surtaxes on
federal taxes), 86, 200, 298, 299,
331, 454
Pigou solution, 37
Pisani-Ferry, J., 478
Pius XI (pope), 245
Poland
cash transfers in, 447
decentralized governance in, 5
intergovernmental transfers in, 287,
286-288, 372, 375
local governance in, 281-282, 282-283,
284, 285, 286, 287, 288, 290
policies
harmonization of
fiscal policy in federations, 488
on health and education, 398-399,
413
via intergovernmental transfers,
349-350
institutional environment for
macroeconomic management of
fiscal policies, 473-488, 495

monetary policy and central
banking, 465-473
poverty alleviation, 445-447
political accountability. See
accountability, fiscal and political
political decentralization and corruption,
531-532, 534-535
political economy arguments regarding
expenditure assignment, 129-131
political stability and expenditure
assignment, 131
Pommerehne, Wener, 501
pork-barrel politics, 474-476, 506-507,
554
Portugal, 4-5, 269, 276, 279, 378, 475
Poschmann, F., 238
Poterba, James, 476
poverty alleviation 393, 445-446. See also
social insurance; social welfare
cash transfers, 447—448
developing economies, 445
cash transfers, relative rarity of,
447-448
in-kind transfers, use of, 448—450
equalization of state capacities for,
456457
expenditure assignment, 455-459
federal government responsibility for,
455-459
harmonization with other public
programs, 459-460
inducing comparable state standards
for, 457-458
in-kind transfers, 447-450
local government responsibility for,
454-455
national standards for, 455, 458—459
NGOs involved in, 454, 455, 460
policy instruments for, 447-450
proactive poverty programs, 450—451
subnational government responsibility
for, 452-453, 454
targeted transfers, 71-72
via health and education expenditures,
397
preemption of state by federal law, 171
pressure group influences, 28
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principal-agent model of corruption,
521-525
private sector
corporations, transfers to, 9, 108-109,
145-146
health and education expenditures
financing of services, 402, 403, 409
provision of services, 399-401
natural resources ownership and
management in unitary
governments, adjustments to,
213-216
public goods and services provided by,
155-156, 248
social insurance for unexpected
adversities not insured by, 140
transfers to corporations in, 10,
108-109, 145-146, 490—491
production efficiency/inefficiency, 29
property taxes
health and education expenditures,
405
responsibility for, 115
revenue assignment, 170, 188-190
protectionism, globalization and the
information revolution leading
to, 544
provincial governments. See subnational
governments
Prud’homme, Remy, 464, 531-533
public capital 418—419. See also
infrastructure
public choice theory, 55, 255-256
public corporations, 11
public enterprise and expenditure
assignment, 148
public goods and services, 18
club goods, 18
expenditure assignment, 133-137, 146,
155-156
fiscal externalities, 47—-48
globalization and the information
revolution affecting, 551-552
local or state, 18, 35-36, 47—48, 69-70,
126, 247-248, 249, 376, 378-381,
501-502
mobility considerations, 499

national minimum standards for,
setting, 378, 381
national public goods, 103-105
natural resources ownership and
management, 222-223, 226
pricing of, 190-191
private provision of, 155-156, 248
quasi-private. See quasi-private goods
and services
regional competition and cohesion
affecting, 499-500, 501-502, 504
public sector consequences of natural
resource sownership and
management in unitary
governments, 216-218
public works programs, 450

Qian, Yingyi, 74, 133, 472, 486
Qiao, B., 452
quality of life affected by regional
competition and cohesion, 503
quasi-private goods and services
decentralized governance and, 70-71,
105-106
expenditure assignment, 2, 120,
137-139
health and education. See health and
education expenditures
pricing of, 190-191
social welfare. See social welfare
Quebec, Canada
asymmetric federal treatment of, 549
fiscal equalization transfers and
separatist movement in, 355
QST (Quebec Sales Tax), 239

R&D (research and development),
transfers to private-sector firms
for, 145

race to the bottom federalism, 503, 554

Rao, M. Govinda, 145, 175, 182, 199, 505

Ravallion, M., 119, 120

real property taxes. See property taxes

redistribution. See also equalization
programs; equity and inequity;
poverty alleviation; social
insurance; social welfare; transfers
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criteria for assignment of taxes to
lower-level jurisdictions, 91
decentralization of, 66, 95-97
expenditure assignment based on
subnational preferences and
needs, 126-127
federal responsibility for equity issues
and, 95-97
local preferences for, 72-73
natural resources ownership and
management, consequences of,
217-218, 222-223
revenue assignment
national equity and, 162-164
suitability of tax base for
redistributive purposes, 167-168
state income, 48—49
targeted transfers, 9, 71-72
Refinetti, Eduardo, 483, 484
refundable tax credits, 144, 168, 173
regional competition and cohesion, 461,
498, 499
accountability, 500, 534-535
conclusions regarding, 516
constitutional provisions, 508-509,
510
corruption, 501
credit, local access to, 512-513
disadvantages of competition, 502-507
efficiency advantages of competition,
498-502
equity, regional, 512
expenditure competition, 504
federal government, role of, 508, 509
partnership or do no harm
approach, 499-514
paternalist or do good approach,
514-516
globalization, mitigating adverse
consequences of, 514
health and education expenditures, 504
horizontal coordination mechanisms,
507-508
intergovernmental bodies, creation of,
507-508
intergovernmental transfers, 511-512

internal common market affected by,
502-503, 510
Leviathan, taming, 501
methods of countering disadvantages
of competition, 507-509
nonresidents, shifting tax burden to,
506
pork-barrel politics and, 505-507
public goods and services affected by,
496-500, 501-502, 504
quality of life affected by, 503
race to the bottom, 503
regulatory impediments, 504
tax competition, 489, 501, 504-506
tax harmonization, 510-511
transfer dependency, 515
transfer payments and social insurance,
513
regional development, externalities and
inefficiencies resulting from,
52-53
regional equity
federal government control of
regional competition and
cohesion, 512
macroeconomic management of,
491-492
regional governments. See subnational
governments
regions and cities, internationalization of,
542-543
regulation
decentralized governance, federal
versus subnational responsibilities
in, 112-113
externalities, 43
federal powers of, 11
infrastructure, user fees for regulatory
services related to, 436
intergovernmental transfers and,
331
interjurisdictional spillovers, 79
regional competition leading to
regulatory impediments, 504
regulatory capture, 520
Reich, Robert, 543
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representative expenditure system of
measuring expenditure needs
direct imputation methods, using,
360-364, 365
theory-based, 357-364
Representative Tax System (RTS)
approach, 235-236
research and development (R&D),
transfers to private-sector firms
for, 145
residuality principle, 245
resource taxes
intergovernmental transfers and, 331
responsibility for, 114-115
revenue assignment, 186-188
revenue sharing, 300-301
resources, natural. See natural resources
ownership and management
responsibleness of local governance, 259
responsiveness
intergovernmental transfer design, 352
local governance, 259
restricted origin principle, 179
revenue, 291
assignment of. See revenue assignment
borrowing, 10, 101-103
from natural resources. See natural
resources ownership and
management
local governance
developing economies, 285-286, 287,
288
OECD countries, 277, 278, 279
money creation, 10
sharing. See revenue sharing
subnational unit’s fiscal capacity,
measuring, 258-360
taxation. See taxation
transfers of. See intergovernmental
transfers
user fees. See user fees
revenue assignment, 2, 4, 159
accountability issues, 165-166
administrative costs of. See under
administration
base system, separate taxes on,
202-204

benefit taxes, 170
breadth of tax base, 169
capital taxes, 171
co-occupation of tax base, 192
corporate income tax, 175-178
decentralized governance and,
106-108, 109
elasticity of tax base, 169—-170
excise taxes, 170, 183—185
factors relevant assigning taxes to
subnational governments, 166—171
general principles of, 159-161
harmonization of taxes. See under
harmonization
internal common market, efficiency of,
161-162
mobility of tax base, 166-167
national equity issues, 162—164
payroll taxes, 171, 185-186
personal income tax, 172-175
pricing of public/quasi-private goods
and services, 190-191
property taxes, 170, 188—-190
redistribution
national equity and, 162-164
suitability of tax base for, 167-168
representative assignment of taxing
powers
different levels of government, to,
193
subnational governments in 12
federal countries, to, 196
resource taxes, 186—188
sales taxes, 171, 183
tax equalization, 206
type of tax, by, 171-172
uncoordinated tax decentralization,
204-205
unequal distribution of tax bases,
168-169
user fees, 170, 190-191
VAT, 166, 171, 183
wealth and wealth transfer taxes, 171
revenue sharing, 291, 293-295
advantages of, 295-296, 305
allocation of revenues among
subnational units, 294
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constitutional factors, 294
disadvantages of, 296-298, 303-305
general revenue sharing, 302-303
harmonization of taxes, as method of,
198-200
mechanism for determining type and
amount, 294
proportion of revenues going to
subnational units as awhole, 296
tax base, by, 300-302
type of revenues shared, 293
unconditionality of, 293
Rezende, Fernando, 137, 143, 145, 152, 182
Rhodes, R. A. W., 243
Riker, William H., 6
Riley, John, 21
riskiness component of state-local
infrastructure borrowing,
424-426
Roberts, Sandra, 318, 489, 503, 545
Robin-Hood-type fiscal equalization
programs, 372, 457
Robins, J., 476
Rodriguez-Pose, A., 122
Rodrik, Dani, 544
Roland, Gerard, 74, 133
Roman Catholic Church, social teaching
of, 245
Romania, 375
Romer, T., 309
Rose-Ackerman, S., 521, 522
Rosen, Harvey S., 44, 308
Rosenthal, H., 309
Rosenzweig, Mark R., 119
Rotten Kid Theorem, 46
Rounds, T., 120
Rousseau, Jean Jacques, 268
RTS (Representative Tax System)
approach, 235-236
Rubinfeld, Daniel L., 476, 479
Ruggie, J. G., 541
Russian Federation
asymmetric federalism in, 8, 549
cash transfers in, 447
confederal government in, 9
coordinate-authority approach to dual
federalism in, 6
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corruption in, 532

equalization program, 552

federal status of, 5

globalization and the information
revolution in, 550, 551, 552, 553

intergovernmental transfers in, 321,
372, 375

market economy, collapse of Soviet
Union and increased appreciation
for, 60

revenue assignment in, 175, 177, 185,
188, 189, 196

Sachs, J. D., 208, 216
Saiegh, Sebastian, 474
Sakata, M., 121
Saknini, Humam, 474
salaries
corruption, wage-based strategies to
combat, 530
globalization and the information
revolution affecting, 544
taxes on. See income taxes; payroll
taxes
sales taxes
intergovernmental transfers and, 330
responsibility for, 115-118
revenue assignment, 171-183
revenue sharing, 300
surtaxes on federal taxes, 202
VAT. See value added tax
Salikov, M., 175, 185, 189
Salmon, Pierre, 7, 500
Salomao, Miguel, 505
Salop, Steven C., 20
Samaritan’s dilemma, 23, 46, 146
Samuelson, Paul, 137
Sanchez, Fabio, 120
Sandmo, Agnar, 40, 163
Sanguinetti, Pablo, 474
Santos, B. D. S., 119
Sarney, José, 506
Sato, Motohiro, 46, 74, 125, 131
Saunders, C., 187, 296, 507
Sayers, A., 142, 146, 150, 153, 396,
452
scale, economies of, 20, 63, 80-81
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Scandinavian countries. See also
Denmark; Finland; Iceland;
Norway; Sweden

cash transfers in, 447

expenditure assignment in, 129

infrastructure in, 420, 427, 428, 435

intergovernmental transfers in, 351,
355

local governance, 267, 273-274, 277,
280

multiple levels of government in, 31

poverty alleviation, governmental
responsibility for, 454, 456, 457

revenue assignment in, 157, 191

VFG in, 348

Schacter, Mark, 518, 519, 531

Scharpf, Fritz W., 526

Schliefer, Andrei, 532

Schmitt, N., 176, 178, 295, 415, 507, 510,
513

schools. See health and education
expenditures

Schroeder, L., 396, 404, 405, 414, 420,
428, 429, 434, 444, 459

Schwab, Robert, 499

Scotland. See United Kingdom

Scott, Anthony, 70, 466

Seabright, Paul, 474, 535

selfish voting, 28

Sen, Amartya K., 13, 94

services and service delivery. See goods
and services

sewage systems. See infrastructure

Sewell, David, 466

Shah, Anwar

on corruption, 518, 519, 525, 527, 529,
530, 531, 533, 536

on decentralized governance, 119

on fiscal federalism generally, 119

on globalization and the information
revolution, 518, 519, 527, 530,
539, 545, 547, 554

on health and education expenditures,
399, 407, 411

on infrastructure, 422, 443

on intergovernmental transfers, 309,
312, 313, 317, 318, 341, 353, 355,

356, 361, 365, 367, 368, 369, 379,
383
on local governance, 246, 254, 256, 262,
263, 267
on macroeconomic governance, 464,
466, 467, 468, 470, 476, 481, 482,
489, 490
on poverty alleviation, 452
on regional competition and cohesion,
499, 503, 504, 505, 506, 515
on revenue assignment, 174
Shah, Furhawn, 555
Shah, Sana, 555
Shankar, Raja, 355, 492, 515
Shapiro, Carl, 20
shared-cost programs, 77-78
Sheikh, Munir A., 466, 474
Shirai, S., 473
Shliefer, Andrew, 523, 532
shocks, ensuring individual states against,
81, 100
Sierra Leone, 531
Singapore, 5
Sinha, S., 119
Sinn, Hans-Werner, 140, 541
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