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Which tier of govemment should be responsible for particular taxing and spending
decisions? From Philadelphia to Maastricht, this question has vexed constitution designers.
Yetsill he issues are unresolved. |

Timothy Besley and Stephen Coate(1999)

“Bo] 84S UM A7 S Y 19953 AlAR-38 (World Bank)
AN ARE APED Avlve] F4g day YEe) ARoiY . 2
(Decentralizatiori)©] E&4< FUAIZIth: F4-2 Tiebout(1956)7F #7| %k
olff, o] 7Hd& MAE o] EoM 71 BHAQ 7K F st =Tk =3
Oates(1972)9] A3 A2] (Fiscal Federalism), & #3419 23L& +£3
7} Holufz] gk HA 99l AW} T Aol E&Aot e AL
A ste] A9 elol7|® sitt A 50edd Bt EHT ST
BA7} o|AE BEA ERE) 7] Wiel, AL B2 AAEY IsE W
of gt} EE Ego] AR AU e AL ol A 22} A Q%) A
A3 AT e AR 3, BB A e ofdolM F3E R A

1) Floor Discussion of
“Fiscal Federalism and
Decentralization: A review
of Some Efficiency and
Macroeconomic
Aspects,” by Vito
TarzA(1995).
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8) “The argument related
to lack of information
has been challenged
on the grounds that
central officials may be
capable of determining
local preferences. The
central govemments of
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have representatives
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ttaly or the intendentes
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1. Intergovernmental Fiscal Relations is a system, and all of the pieces
must ﬁt together.

2. Fist, ﬁx the assignment of expenditures, then assign revenues in
amount that will correspond to the expenditure needs.

3. Begin fiscal decentralization with a'strong central ability to monitor.

4. One system will not fit the urban and rural sectors.

5. Accountability of local government officials requires significant local
fiscal autonomy. _

6. The central government must honor its commitment to
decentralization by following the rules it makes.

7. Keep it simple. Precision in tax administration and grant distribution
is probably not possible in most cases.

8. Grants-and shared taxes must play an important role in almost any
decentralized fiscal system in a developing or transition country.
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9. There is an intraprovince dimension to intergovernmental fiscal
relations and this should be taken into account in planning the system.
10. Impose a hard budget constraint
11. Recognize that intergovernmental systems are in transition, and plan
for this.
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