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EXECUTI VE SUMVARY

In recent years a nunber of studies have been devoted
to the twin issues of economc developnent and of
decentralization in Argentina. Mny papers have tried to
understand the conplex system of i nt ergover nnment al
rel ati ons. Most of them however, have focussed on the role
of provinces, and neglected the problens raised by
muni ci palities. This paper tries to bridge this gap, and to
suggest that stronger municipalities could contribute to
produce stronger cities that would in turn foster econom c
devel opnent .

The first section of the paper is devoted to
muni ci palities. Al though Argentina is one of the nost
ur bani zed countries in the world (the urbanization rate is
reported to be 89%, nunicipalities do not play a key role
in the operation of cities. The flows of funds they control
are small (about 2% of CGDP). Their autonony is limted.
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Their political representation is weak. In fact, Argentina
is at the sane tinme highly decentralized to the provincial
| evel, and highly centralized at that |evel.

Municipalities are often not responsible for nany of
the tasks allocated in nobst countries to nunicipa
gover nment s (wat er and sani tation, i nt er-rmuni ci pa
transport, education, health, security, etc.). The I|inks
between adjacent nunicipalities are very |oose. Wen a
probl eminvolves two (or nore nmunicipalities), it becones a
provi nci al problem and when it involves two provinces, it
becones a federal problem

Municipalities do not have access to good |ocal tax
bases, and therefore do not have nuch own tax resources.
The di sparities bet ween tax-rich and t ax- poor
muni cipalities are enornmous. Resources of nmunicipalities
are limted and the fixed cost of nunicipalities is high
Wages represents nearly 60% of total expenditures —pre in
certain cases— thereby reducing the share of expenditure
for direct services to the popul ation.

The share of transfers in total resources of
municipalities is, on average, close to 50% but it is
higher in smaller nmunicipalities and lower in [|arger
muni cipalities. The bulk of transfers takes the form of a
block grant (coparticipacion), which may be used by
municipalities as they please, with no strings attached
For a given province, the total of this block grant seens
not to be discretional. It is defined as the sum of a pre-
deternmined share of each of the provincial resources. The
al l ocation of this total anmount to the various
municipalities is formula driven. It is likely that
transfers kill local tax effort; when transfers go beyond a
certain threshold, local tax effort tends to disappear,
whi ch means that in many cases increasing transfers would
not increase nuch total resources and expenditures.

The second section is focused on the role of
Argentineans cities. In 2001, the population of the ten
|argest cities anmounted to exactly half the tota
popul ati on of the country. The urban hierarchy is obviously
dom nated by the weight of the capital city, which is
nearly ten tines as great as the weight of the second
| argest aggl onmeration. The ratio of the first city to the
four largest cities, another index of primacy, is close to
8. The growmh of the capital city is lower than that of
other cities, and indeed |lower than that of the nation. It
nmeans that the degree of primacy is presently declining.

The ten major Argentinean cities account for nore than
60% of the economic activity of the country. 60% of the
jobs are concentrated in these cities, and so is an
estimted 63% of the wage bill —a representative proxy of
the GDP. Buenos Aires aggloneration alone accounts for a




si zabl e 39% of enpl oynent and an estimted 45% of the wage
bill.

Enpl oynment ratios are much higher in cities than in
the rest of the country, since 50% of the population
account for 60% of enploynment. This is not a surprising
finding, and simlar differences are found in nost
countries.

Wages per worker, and presunably output per worker,
are not nuch higher in the main cities than in the rest of

the country. This finding is very surprising. In al
countries, income is higher in large cities than in the
rest of the country. Incone is a function of city size

because productivity is a function of city size. In larger
cities both | abor productivity and capital productivity are
greater. Thi s enpirically and t heoretically wel |
established rel ati onshi p between productivity and city size
is not verified in Argentinian cities. There is no positive
correl ation between the size of a city, or rather the size
of its labor market, and its productivity. If anything,
there would be a negative correlation. Some of the nost
productive cities are anpongst the snallest aggl onerations
of the country. Buenos Aires aggloneration, which should be
expected to have a nuch higher productivity than other
aggl onerations is only 12% nore productive than the
unwei ght ed average, and is surpassed by rather small cities
| i ke Conpdoro Rivadavia, Neugquen, Ri o Gallegos or Ushai ai a.
The second tier of cities, Cordoba, Mendoza, Rosario —

aggl onerations of about one nillion people— exhibit a
productivity |ower than the weighted or unwei ghted average
of al | aggl oner ati ons. This a-typical pattern  of

productivity distribution deserves an expl anati on.

The explanation suggested is the following. The
benefits associated with city size are only potential or
conditional. For a given size, a city can have different
productivity levels. This nmerely reflects the fact that a
city can be nore or less well nmanaged. It seens plausible
to conclude that Argentinean cities are not as productive
as they could be because they are not very efficiently
managed. The weakness of nunicipalities conbined with the
bal kani zati on of agglonmerations is probably the cause of
their relatively poor perfornances.

There are reasons to believe that urban managenent is
weak in Argentinean agglonerations. First, nunicipalities,
which are normally key players in the provision of such
services, are too poor to be efficient at it. Second, the
| ack of horizontal cooperation at the agglonmeration |evel —
often the only neaningful |evel— further weakens the
quality of urban managenent. The provinces capture the
noney, the people, and in many cases the formal right,
required to deliver efficient agglonmeration-w de services
i ke transportation and urban planning, but they often do
not deliver. Urban devel opnent and efficiency is usually
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not their prime economc and political concern. This
anal ysis suggests that there is an untapped source of
increased efficiency in the Argentinean econony. Better
managed cities would have a higher productivity. |nproving
Argentinean cities by strengthening nmunicipalities and
encouraging them to cooperate at the aggloneration |eve
would inprove their productivity, ad their output, and
therefore the output of the country.

These problens are particularly apparent —and
i nmportant—in the case of Buenos Aires, which is exam ned
in the third main section of the paper. Buenos Aires
aggl oneration or Geater Buenos Aires (11.8 mllion
inhabitants = 2.7 mllion inhabitants in the city of Buenos
Aires + 9.1 mllion inhabitants in the 25 nmunicipalities of
t he province of Buenos Aires) accounts for about a third of
t he popul ation of Argentina, and nearly half of its output.

It is easy to show that there is nobody really in
charge of operating and devel opi ng Greater Buenos Aires.

The 25 municipalities of the province that are part of
GBA, and account for the bulk of it in population terns,
are financially much too weak to be able to play a |eading
role. In addition, they are legally and intellectually not
enpowered to get together to decide jointly on issues of a
nmetropolitan interest.

The city of Buenos Aires, which is financially better
of f because it has access to the resources of a province
cannot do much either. It accounts for only one fourth of

the total population. It <can, in principle, talk to
adjacent nunicipalities and cooperate wth them but
politically and legally, it needs approval if not

aut hori zation fromthe Buenos Aires province to do so, and
in practice does not do it nuch.

The province of Buenos Aires would seem to be in a
better position to help develop netropolitan policies. The
province has the legal power to coerce or induce the
muni cipalities to develop joint policies. However, it seens
that the province —the capital of which is |ocated outside

GBA, in La Plata— is not very active or even very
i nterested.
The  Federal gover nnment has traditionally been

i nvol ved, when it was in charge of what is now the city of
Buenos Aires, and was directly nanaging water, railroads
roads, in the GBA area. It feels nmuch |ess concerned now
that many of these services have been privatized and that
di rect managenent of the city has been decentralized. In
addi tion, the Federal government has been cash-strapped and
has been trying, with a neasure of success, to reduce
public expenditures. In such a Federal country as
Argentina, the political weight of GBA is not comensurate
with its econom c wei ght.




This absence of nmetropolitan |eadership, and of
metropolitan policies, leads to inefficiencies. GBA is far
from being as efficient an urban area as it should and
could be. A nunber of basic urban public services seemto
be inadequately provided in the area for lack of
nmet ropol i tan pl anni ng and poli ci es.

Water and sanitation is a case in point. Substantia
progress has been made in the past decade the framework of
a 1993 contract between the Federal governnment and a
private concessi onaire, for an area covering 17
municipalities plus the city of Buenos Aires. Neverthel ess,
much remains to be done, and it proves very difficult to
extend the benefits of this inproved system to the
remai ning 8 municipalities of the G eater Buenos Aires, and
their 2 mllion inhabitants —even when it would be highly
desi rabl e and cheap.

Spati al devel opnment, be it residential or industrial
and commercial, is very much left to devel opers and market
forces. Land use constraints, when they exist and are
i npl enented, exist at the level of each nunicipality. They
are unable to inpose or even pronote a efficient use of the
| and at the nmetropolitan level. As a result, GBA, which was
already a fairly spread over city, has been spreading or
sprawl i ng even nore in recent years.

The transportation system is also rather weak, which
reduces the effective size of the |abor market. The latter
can be defined fromthe viewioint of workers as the average
nunber of jobs that a worker can access in less than n
mnutes. In general, the larger this effective size of the
| abor market, the greater the productivity of the area. The
policy inplication is that the efficiency of the transport
system contributes to the productivity of a city. The
productive city (for a given size) is a conpact city in
whi ch transportation is fast. In Argentina, one should add

and cheap. What restricts the |abor market is not nerely
the time of the journey to work, but also its cost. For
many poor potenti al wor ker s, particularly for |ong
journeys, transport costs mght represent a substanti al
share of their salary, and be too high to make it
worthwhil e to consider certain jobs.

In GBA, the notorization rate is low (about 270
vehi cl es per 1000 inhabitants). A large nunmber of people
therefore are dependent upon public transportation. It is
reported that about half the trips undertaken in GBA are by
private car and another half by public transportation. For
journey to work trips, the share of public transportation
woul d certainly be significantly higher.

Bus transportation domnates the public transport
pi cture. Buses are private, and operate on |licensed routes.
There is no single authority to deliver these |licenses. The
all ocation of route is done wthout any coordinating
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authority, 1is a safe recipe for inefficiency. Rai
transportation, which used to be public, highly subsidized,
and not very efficient, has been privatized. In the
process, nmany rail |lines have disappeared. Sone of the
remai ning private lines seemto be well nanaged, but on the
whol e the supply of suburban rail transport has probably
decl i ned. Subway transportation is not very large: only
about 50 km It is practically limted to the city of
Buenos Aires.

For private autonobile transportation, the picture is
much better. In the recent past, a network of tolled
expressways has been created, that greatly facilitates
center-suburbs and (sone) suburbs-suburbs trips. This is
good in itself. | t nevertheless has two serious
limtations. First, it constitutes an incentive to yet nore
sprawl . Second, it does not do nmuch for non car-users, and
m ght even harm them because of the spraw effect it
i nduces.

I n consequence, the effective size of the | abor market
for public transport users is nmuch smaller than for car
users. This is not surprising in itself: in nbst countries,
car transportation is on average much faster (tw ce as fast
is a reasonable order of magni t ude) than public
transportation. What is surprising is the great difference
observed in Buenos Aires. At 45 mnutes, the relative
effective size of the |abor market (the nunber of jobs
accessible in 45 mnutes as a percentage of the total

nunber of jobs in the area) is very snmall for public
transportation (23% and r at her | ar ge for car
transportation (87%. This reflects the inefficient

provision of public transport on the one hand, and the
benefits of the good expressway system created, on the
ot her hand. For greater transport times, such as 50 or 60
mnutes, inplying nearly two hours per day of journey to
work, the effective size of the |abor market is about two-

thirds of the total or potential size. On average, a given
wor ker has access to around 2.5 mllion jobs, not 4 mllion
jobs. An increase in average public transport speed of 20%
woul d produce a 17% increase in the effective size of the
| abor market; this would inply an increase in productivity
and out put of about 3% or about 1% of the Argentinean GDP

This analysis leads to obvious policy suggestions.
Changes could be considered in two distinct although
related directions : the strengthening of nunicipalities,
and the devel opment of aggl omeration wi de institutions.

Strengthening nunicipalities 1is another nane for
decentralization. In nost countries, decentralization nmeans
shifting power, responsibilities and noney fromthe central
government to nunicipal governments. In Argentina, it
shoul d nmean shifting power, responsibilities and noney from
provi nci al governnments to nunici pal governnents.
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First, muni ci pal resources should be increased
Muni ci pal taxes could be increased by allocating property
taxation, and perhaps also business activity taxation, to
muni ci palities only.

The amount of transfers from provincial governnents to
muni ci pal governments (about 1% of GDP) is probably about
adequate. Wiat could be inproved are the allocation
formul ae. A greater role should be given to the correction
of disparities in nunicipal tax bases. Watever the tax
bases, there wll always be nunicipalities that have
smal | er than average tax bases, that are “poor” in terns of
tax bases. They should in part be conpensated by greater
(per capita) transfers. In sone provinces at least, this is
presently done. But it should be nore systematic and nore
| mportant.

There are great disparities in Federal transfers to
provi ncial governnents. On a per capita basis, sone
provi nces get much nore than other. Local governments in
much ai ded provinces get nuch nore in provincial transfers
t han muni ci pal governnents in | ess aided provinces. Part of
the large inter-provincial di sparities in rmunicipal
governments resources has its source there. One solution to
this very serious problem lies in developing a system of
transfers from t he Feder al gover nirent to t he
municipalities. Such systens exist in nost countries,
i ncluding Federal countries. Transfers to nmunicipalities
have an equalizing objective. But the goal is to equalize
(or to contribute to equalize) over all the country as much
as over each province; and this goal is best achieved by
Federal to nunicipality transfers, rather than by province
to municipality transfers. The possibility of establishing
Federal to mnunicipalities transfers, probably at the
expense of Federal to provinces transfers, should therefore
be seriously consi dered.

The other policy direction relates to the creation of
i nstitutional changes or incentives for aggloneration-w de

urban managenent. It is quite clear that the provision of
many, if not nost, urban public services in nulti-
jurisdictional aggl onerations require some form of

hori zontal cooperation between the various nmunicipalities
that constitute an urban area.

The least that could be done would be to create
permanent and independent bodies to prepare area-w de
studies, analysis, information, forecasts, and proposals.
In decision-naking, the final word should remain wth
elected politicians. But decisions nust be prepared,
choices nust be specified, and the range of feasible
options nust be narrowed.

The Federal, or the provincial, government m ght
provide incentives to encourage horizontal cooperation
between municipalities. The initiative of the creation of
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area-w de specific entities should cone from participating
muni ci palities. Upper |evel governments should refrain from
deciding in their place.

In the difficult present situation, even though
macr oeconom cs issues domnate the debate, all that can
contribute to economc efficiency, such as strengthening
muni cipalities and inproving urban managenment, should be
wel come. And the very seriousness of the present situation
m ght help overcome reluctance and resistance to much
needed changes.

— I ntroduction

In recent years a nunber of studies have been devoted
to the twin issues of economc developnent and of
decentralization in Argentina. Mny papers have tried to
understand the conplex system of i nt ergover nnment al
relations, and many nore to understand what Cine (2003)
calls the 3-D crisis (default, devaluation, depression).
The relative and interrelated roles of the Federa
governnent, the provinces, the ~currency board, t he
privatization of public enterprises, the 1999 deval uation
of the Brazilian real, the lowering of trade barriers, the
change in the funding of pensions, the Russian financial
crisis, the political shocks, and many other itens, have
been discussed at length. Two agents or issues, however,
have received nuch Iless attention: nunicipalities and
cities. This paper tries to bridge this gap, and to suggest
that stronger nunicipalities could contribute to produce
stronger cities that would in turn foster economc
devel opnent .

Argentina is one of the nost urbanized countries in
the world. The urbanization rate is reported to be 89%
only surpassed by the rates for Belgium and Uruguay.
Argentina is also one of the nost decentralized countries
in the world. There is no single and sinple neasure of
decentralization, but if one considers the share of sub-
national governnment in total public expenditure, Argentina,
with about 45% is also very high on the Iist. Everywhere,
muni ci palities play a key role in the operation of cities.
One woul d therefore expect Argentinian nunicipalities to be
key players in the country.

In reality, they are not. In financial, econom c and
political ternms, they do not weight nuch. The flows of
funds they control are small (about 2% of the GDP). Their
autonony is limted. Their political representation is
weak. To take an extrene exanple, a 300,000 people province
i ke Neuquen has a budget nine tinmes larger than a




1,300,000 people large nunicipality |ike La WMtanza; and
Neuguen has 3 senators in the Federal Senate and 2
congressman in the National Assenbly, whereas La WMatanza
has no senator and only one congressman.

This Argentinian paradox can easily be explained by
hi story. Provinces pre-dated the nation, and Argentina was
born as a federal <country. The various constitutions
adopted in Argentina always gave provinces a key role. In
addition, Argentina was for long a predonm nantly rural and
agricul tural econony: what nmat t er ed for econoni ¢
devel opnent and prosperity was land, not cities. It was
also —and still is to a large extent— a |low density
country, that could hardly afford and perhaps did not
really need two sub-national |evels of government. It has
al so been a nation of |lawers, very attached to the letter
of constitutions and |aws, and reluctant to adapt them or
to interpret them —and to change them— under the pressure
of economic realities.

However, an explanation is not always a justification.
Policies nmust certainly take the past into consideration
but they nust also consider the present, and aim at the
future.

I nstitutional Context

Argentina is divided into 24 provinces. |In al
countries, there are great differences in size, population
or output of the various intermnmediate |evel jurisdictions.
California is nmuch bigger than Maryland, and Il e-de-France
t han Linmousin. Neverthel ess, such differences are probably
greater in Argentina than in other countries. The |argest
province (in population terns) is 70 tinmes as large as the
smallest. Until 1996, the three mllion people city of
Buenos Aires was directly admnistered by the Federal
Government, who appointed its mayor. Since 1996, it has
gained its aut onony, and it is at the sane tine a province
and a mnunicipality".

Each province has two chanbers®?, an executive, and a
judiciary system Provinces have their own constitutions.

There are 2,157 nunicipalities®. Provinces are free to
create and to control nunicipalities as they w sh. The
nunber and status and power of rnunicipalities vary

therefore from province to province. In sone provinces,
such as Buenos Aires, the entire territory is divided into
municipalities (134). In other provinces, such as Cordoba,

this is not the case, and part of the territory is
“uni ncorporated”. The taxes and responsibilities allocated

' This is also the case of Paris, which is at the sanme time a
départenment and a nunicipality.

? The city of Buenos Aires has only one.

* Technically, about 1,000 of them are not called municipios, but
comunas, com siones vecinales, or juntas de gobierno.
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to municipalities can differ —and do differ— from one
province to another. A nunber of nunicipalities are very
smal |, but about 800 of them have nore than 10,000
i nhabi t ant s.

Each municipality elects a <council and a mayor
(intendente). Mayors are elected for four vyears, and —
unl i ke what happens in many other Latin American countries—
can usually be reelected several tinmes'. Councilnen (or
wonen) are also elected for four years, but every two
years, half of the council seats are up for election. Like
mayors, council nenbers can be reelected for an undefined
nunber of times. There is no mechanism to avoid conflict
bet ween the mayor and the council

The spoils systemis generalized at the provincial and
| ocal level. Every new provincial governor or nmunicipal
mayor changes practically all top provincial or nmunicipa
enpl oyees when he/she conmes to office. It is not rare to
see 10 or 15 % of all enpl oyees changed. This inplies that
there is no protected civil service, wth security of
tenure, and continuity in nunicipal admnistration and
policies. It cannot but favor sonme form of short-term sm
It also contributes to a high degree of politicization. The
fight for political power is everywhere Intense and heat ed;
it is even nore so when people are not only fighting for
their ideas but also for their jobs.

Econom ¢ Cont ext

The present economic context, as is well known, is
that of a crisis. In output terms, Argentina enjoyed a
significant growh from 1993 to 1998. In this period, GDP
i ncreased by 22% In subsequent years, GDP declined, and at
the end of 2001, the Argentinian governnent was unable to
pay interests to its nostly foreign creditors (default)
the peso-dollar parity was abandoned and the val ue of peso
went down to 3 pesos for one dollar (devaluation), and GDP
decl i ned by about 10% (depression). The many causes of this
3-D economc crisis have been discussed at |ength, and need
not be elaborated upon here. What matters here is the
magni tude of this crisis. By 2002, the Argentinian GDP was
back to its 1993 |evel, unenploynent was nassive, and
poverty was ranpant.

The vyear 2003 was sonmewhat nore encouraging. The
massi ve devaluation did not trigger a massive inflation
(contrary to many pessimstic forecasts). Exports increased
significantly (as predicted). GDP  rebounded, by an
estimted 7% Taxes collected al so increased.

In spite of these good news, the situation renains
critical. Present Ilevels of activity remain low The

I'n Santa Fe province, mayors can only be re-elected once, ie can serve
only two terns ; the sane is tue for the nmayor of Buenos Aires.
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banki ng sector is in shanbles. |ndebtedness renmins very
high, and the international financial credibility of the
country is jeopardized. The public finance position is
critical. Even a primary surplus of 4 or 4.5% —which would
be a remarkabl e achi evenent, difficult to achieve socially
and politically— would not be enough for the Argentinian
government to fully honor its foreign debt. It is wdely
agreed that a serious reform of the fiscal relationship
between the State and the provinces is a necessary,
al though not sufficient, condition of a return to a
sust ai nabl e growt h pat h.

In this context, all that can contribute to increase
the efficiency and the output of the country deserves
serious attention. Thi s paper argues that better
muni cipalities and better cities could play such a role.

Report CQutline

This paper is organized as follows. Section 11
di scusses the present rol e, function, fi nances of
muni ci palities in Argenti na. Section 1] presents
Argentinian cities, and explores the central hypothesis of
the paper, nanely that Argentinian cities do not harness
the potential benefits of urbanization, and do not do so
because of the weakness of nunicipalities and of the |ack
of cooperation between nunicipalities at the aggloneration
| evel. Section IV illustrates and develops this thesis on
the case of Buenos Aires, which is particularly relevant
because of its sheer econom c inportance, and al so because
it is reasonably well docunented. Section V, entitled
concl usions and recomendations , sumrarizes our findings
and explores sone of the policy conclusions that energe
fromthe anal ysis.

Il — Municipalities in Argentina

Argentinian municipalities are diverse. First, they
are very different from each other in ternms of size,
| ocati on, hi story, weal t h, structure, —as are
municipalities everywhere. Second, they differ from
province to province. As nentioned, they are creatures of
the provinces, and each province treats its municipalities
in a different fashion. Third, in certain provinces at
| east, nunicipalities enjoy a certain degree of freedom
for instance in tax matters, and produce systens that
differ to a certain extent. As a result, it is always
dangerous to generalize about Argentinian nunicipalities.
They neverthel ess have several points in conmmon.

Fi nanci al Wakness of Miunicipalities

Argentinian nunicipalities do not weight mnuch in
public finance ternms. Fig 1 shows the major flows of funds
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that describe the intergovernmental relations system Local
(that is rmunicipal) taxes represent about 1% and | ocal
expenditure slightly nore than 2% of the Argentinian CGDP.
This is about five tines | ess than provinces for both taxes
and expenditures.

Figure 1 — Argentinian System of Decentralization: Min Fl ows of
Funds, 2002

Banks
Feder al .‘///QL;E;/////,/////,
CGover nnent
0.01
Pr ovi nci al 0.16
CGover nment s
Muni ci pal

16.1 11.60 Gover nnent s

17.\81 . 6* 1f/

Househol ds and enterprises

Sour ces and not GOP = 100. 00 prelimnary
estimates. *Th m househol ds
and enterprises to provincial governnment is for year 2,000. In these
nunbers the city of Buenos Aires is considered as a provincia

gover nment.

A simlar picture is given by nunbers relative to

public enpl oynent, as shown in Table 1. Muni ci pal
enpl oynment represents one fifth of provincial public
enpl oynent . Over the ~course of time, total public

enpl oynment per 100 inhabitants increased, even in the
1980ies (contrary to what is often claimed), but it
declined at the national |evel, stagnated at the rmuni ci pal
| evel, and increased significantly at the provincial |evel
—by nearly 30% in the 1990ies. The nunbers for nunicipa
enpl oynment are | ow by international standards. The nunbers
for provincial enploynment, accounting for about three-fifth
of total public enploynent, are high by international
st andar ds.
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Table 1 — Public Enpl oynent by Level of Governnent, 1970-1999

(per 100 inhabitants)

Nat i onal Pr ovi nci al Muni ci pal Tot al
1980 1.97 2.29 0.70 4. 96
1986 1.80 2.60 0.74 5.14
1999A 1.46 3.30 0.74 5.80
1999B 1.16 3.60 0.74 5.80
1999C 1.16 3.30 1.04 5. 80
2002A 0. 83 3. 47 na na
2002B 0.73 3.78 na na

Note : In 1999A ane 2002A, enploynent in the city of Buenos Aires is
classified as national, as in preceding years. In 1999B and 2002B, it
is classified as provincial. In 1999C, as nuni ci pal

Source : Porto 2003 p. 13

In short, Argentina is at the sane tinme highly
decentralized to the provincial | evel, and highly
centralized at that |evel.

Box n°® 1 — Santa Fe: Province v. Main Municipalities

The province of Santa Fe conprises two inportant nunicipalities:
Rosario and Santa Fe. Together these two municipalities account for
nearly half (46% of the entire provincial population. Yet, the public
resources (nostly taxes and subsidies) of these two nunicipal
governnents represent only 12% of the public resources of the
provincial government. In terns of public enploynment, the discrepancy
is even greater. The rmunicipal enploynent of these two nunicipalities
is only 9% of provincial governnment enpl oyment.

Most  discussions on decentralization and fisca
federalism tend to ignore distinctions between |evels of
sub- nati onal gover nment s. They consider “sub-national
governments” as a whole. Yet, nost of the argunents in
favor of decentralization refer inplicitly to the |ower
| evel of governnment. The key Tiebout-type argunment that
tastes differ over space and that only a decentralized
system can offer each jurisdiction the bundle of public
goods (and taxes) that wll best match its wants, thus
i ncreasing allocation efficiency, this argunent nakes much
nore sense for mnunicipalities than for provinces.

Resources of Municipalities

It is often clained that Argentinian runicipalities do
not |levy taxes (inpuestos), but only fees (tasas). For an
econonist, a fee is a price, a paynent made for a specific
good or service benefiting the fee-payer, whereas a tax is
transfer, a conmpul sory paynent to a public body that does
not benefit (at least directly) the tax-payer. This is a
|l egal fiction. The two nobst inportant levies are indeed
described as fees, and identified by their supposed usage
one is called the “nmunicipal urban services fee” (tasa por
servi ci os urbanos muni ci pal es) and t he ot her t he
“safety and hygiene inspection fee” (tasa por inspeccion
seguridad e higiene). In reality, these levies have all the
characteristics of taxes. The first one is a property tax,
the second one is a business activity tax. The fact that
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they are in official docunents called “non-tax resources”
(recursos no tributarios) should not mislead us (see Box 2)

Box n° 2 — M snoners

The language utilized in Argentinian public finance reports can be
m sl eadi ng. It di stingui shes between tax resources (recursos
tributarios) and non tax resources (recursos no tributarios), which
sounds quite straightforward and familiar.

A cl oser | ook, however, shows that “non-tax resources” refer nostly to
the so-called fees (tasas) originally collected for public services or
i nspections, but which have beconme conpul sory, based on property or
busi ness activity not directly related to services provided, and are
not even ear-nmarked for that purpose —which are in reality taxes, and
shoul d be called as such

The opposite happens with the resources described as “tax resources”.
They consist nostly of “co-participation”, of a share of taxes decided
and col |l ected by the upper governnent |evel (the Federal governnent in
the case of provincial resources, the provincial governnent in the
case of nunicipal governments). For the recipient |evel of government,
these resources do not have any of the characteristics that define a
tax. They are in reality transfers or subsidies, and should be called
as such.

In short, when we read “non-tax resources” in many public Argentinian
docunents, we should understand “tax resources”, and when we read “tax
resources”, we should understand “transfers”.

As shown in Figure 1, Argentinean nmunicipalities
derive about half their resources from taxes and fees and
the other half from subsidies. Bank | oans do not constitute
an inportant source of income. However, the relative

I nportance of taxes and transfers, as well as the per
capita amounts of both, vary greatly from one nunicipality
to the other. This is illustrated in Table 2.

14




Table 2 — Municipal Income by Source, Recent Years, Selected
Muni ci palities

Taxes Transfers O her
& fees
In %of total:
Fl orencia Varel a (2003) 34 62 4
La Matanza (2002) 54 46 -
Tigre (2003) 71 28 1
La Plata (2002) 68 32 -
Villa Constitucion, (2002) 53 42 5
Rosario, (2001) 53 39 8
Santa Fé, (2002) 47 49 4
Santo Tone, (2002) 59 38 3
Corrientes, (2001) 38 58 4
I n pesos/capita:

Fl orenci a Varel a (2003) 60 108 7
La Mat anza (2002) 70 60 -
Tigre (2003) 198 76 4
La Plata (2002) 160 74 -
Villa Constitucion, (2002) 129 102 11
Rosari o, (2001) 162 118 23
Santa Fé, (2002) 103 109 9
Santo Tome, (2002) 117 77 6
Corrientes, (2001) 53 73 -

Source: Field visits

Consol i dated data for all Argentinian nunicipalities
seens avail able only for 2000, and is given in Table 3.

Table 3 — Municipal Incone by Source, Al Argentinian Minicipalitiesa,

2000
(G pesos) (%9 ( pesos/ head)
Taxes and fees 3655 47. 4 110
Transfers 3771 49. 1 113
O her® 268 3.4 8
Tot al 7702 100.0 232

Source : Direccion Nacional de Coordinacion Fiscal con | as Provincias
Notes : aExcluding the city of Buenos Aires (per capita numbers are
cal cul at ed excl uding the popul ation of the city of Buenos Airs

bl ncluding royalties for 140 and capital incone for 84 Gpesos ; G =
giga = billion.

Al though the data in Table 3 is three years old, it renains
meani ngful, not only in relative terms, but also in
absolute terns. Absolute nunbers are low In 2000, they
represented a simlar anmount of US dollars. Now, they
represent three tines |ess.

More systematic data provided by the ongoing National
Survey of Minicipalities' (See Annex B)) available for
seven provinces confirm these orders of magnitude. The
share of transfers in current resources (but current
resources account for nost of total resources) range from
31% in Buenos Aires to 65% in Mendoza. It is higher in
smal | er muni ci palities, and snal | er in | ar ger
muni cipalities, but inter-provincial disparities seemto be
nore inmportant than intra-provincial disparities.

1

Undert aken as part of the Programa de |Informaci on Estadistica y Apoyo
a | os Minicipios (PRINEM sponsored by the European Union
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Muni ci pal Taxes

As nentioned above, the set of nunicipal taxes vary

from province to province, in design and even in nane.
Nevertheless, it seenms that the two npbst inportant
muni ci pal taxes are a property tax and a business activity
tax, but there are other taxes as well. Table 4 indicates,

for a sanple of nunicipalities the relative inportance of
t hese taxes.

Table 3 — Munici pal Taxes and Fees by Type, Recent Years, Selected
Muni ci palities

Property Busi ness O her taxes
t ax t ax & fees
In %of total :

Fl orenci o Varel a, BA (2003) 48 24 29
La Matanza, BA (2002) 43 30 27
Tigre, BA (2003) 54 18 28
La Plata, BA (2002) 43 22 35
Villa Constitucion, (2002) 47 33 20
Rosario, (2001) 46 30 23
Santa Fé, (2002) 37 27 36
Santo Tone, (2002) 46 21 33

Corrientes, (2001)
Source : Field visits

The property tax (tasa por servicios urbanos
municipales) is in nmost or all nunicipalities the nost
i nmportant tax. The definition of the tax base varies from
municipality to nunicipality, even within a given province.
It is either the value of |and and building, expressed in
pesos, or the frontage of the property, neasured in neters;
or a conbination of both. Minicipalities are free to decide
on tax rates. Tax rates, or rather tax schedules, are
conplicated. Industrial and comercial properties, which
are also subject to the tax, are usually charged at higher
rates than residential properties. Provinces also have a
property tax, which has practically the sane tax base as
the nmunicipal property tax. Property taxes are “good” | ocal
taxes, but they are difficult and costly to adm nister.
Since each |level of gover nirent has its own tax
adm nistration, its own cadaster (in principle), its own
assessment and tax collection systens, it inplies a waste
of scarce resources. Sone municipalities seem to be much
nore efficient than other at assessing and collecting this
property tax. In some, the rate of taxes collected to taxes
due is below 30% Indeed, the differential efficiency of
tax collection is akin to differential tax rates
increasing tax collection effort (for a given tax rate) has
the sane effect as increasing tax rates (for a given
collection effort).

The business tax (called tasa por inspeccion de
seguridad e higiene in certain provinces, such as Buenos
aires, but ) is a conplicated and cunbersone tax on
busi ness activity. The tax structure varies from
municipality to nmunicipality, but seens to include one or
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several of the following: a given anount per enployee, a
mninmum for enterprise (that varies with the type of
enterprise), and anount per square nmeter of area allocated
to the business, a given anount per $ of sales. Here again,
it can be noted that this tax doubles, so to say, a
provincial tax, which is assessed on business sales. Box 3
describes this tax in th case of Rosario.

Box n° 3: Business Activity Tax in Rosario

In Rosario, the third |largest Argentinian nunicipality, the rmunicipal
business tax is called Derecho de Registro y Inspeccion (DRI). It
produces around 50 m pesos (about 17 M US$) annually. It may be
considered that the DRI is a duplication of the provincial sales tax
(I ngresos Brutos)

In Rosario the tax base is nearly entirely based upon the anount of
sales (or turnover) which in fact makes DRI a sales tax. The tax rate
is 6.5"° but there are countless exceptions to this general rule,
maki ng nuni ci pal business tax adnministration a hard task and also
providing interesting insights into the Cty of Rosario policitical
views and priorities.

The range of the rates is very large —+t varies from1l to 12—from the
low | evels of 4.2 (not for-profit organisations), 4.3”% (food shops)
and 5.3 (a wide range of activities including f ood- processi ng,
housi ng and transport businesses) to the high levels of 13"%
(financial) 15”° (entertainnment), 33°° (tertiary) and 55" (night
cl ubs).

There are several other |ocal taxes of |ess inportance
(see Annex B for the exanple of La Plata municipality). In
the municipalities of Buenos Aires province, there is a tax
on electricity consunption, which is usually recorded as a
transfer, not as tax, and which is often the third | ocal
tax by yield. There are in principle “betternent taxes”
(contribuciones de nejoras) charged from the beneficiaries
in case of infrastructure investnment that increase the
val ue of the property. In nost cases, however, the yield of
this desirable form of |ocal taxation seens to be |ow or
very low. There are also nore traditional fees on

ceneteries, or on advertisenent billboards, as well as
stanp duties. There are also sone inspection fees, for
checki ng t he safety of engi nes in i ndustri al

establishnments, and for checking the safety of food
inmported into the nunicipality. Such inspection fees
probably have a high nuisance cost for the enterprises
concerned, and are likely to be a source of petty
corruption. These conpulsory levies on sonething which is
not perceived as a service rendered are nore in the nature
of taxes than of fees.

Subsi di es and Transfers

Transfers from provi nces to muni ci palities,
representing about 1% of GDP, are an essential part of
municipalities resources. They vary from province to
provi nce, but they seem to have several points in comon.
First, the bulk of transfers takes the form of a block
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grant, beari ng t he name of co-participation
(coparticipacion). It is a block grant in the sense that
the noney given may be wused by municipalities as they
pl ease, with no strings attached. Second, for a given the
total amount of this block grant seenms not to be

discretional. It is defined as the sum of a pre-detern ned
share of each of the provincial resources. Third, the
al | ocati on of this t ot al anount to t he vari ous

municipalities is formula driven. Understanding the system
i s understandi ng how the total amount is cal cul ated and how
it is distributed.

Calculating the total — The total to be transferred,
the so-called “co-participation nmass” (nasa copartici pabl e)
represents between 10% and 15% of provincial resources. In
Buenos Aires, it is 16% of federal government transfers,
plus 16% of the mmjor provincial taxes. In Mendoza, 14% of
federal transfers, 14% of the provincial sales tax and
property taxes, 70% of the autonobile tax, but 0% of other
taxes. In Santa Fe, 13% of federal transfers, 13% of the
sal es tax, 50% of the property taxes, 90% of the autonobile
tax’. O particular inportance is the ratio of federal
government transfers that is allocated to the co-
participation nmss. In nmany provinces, the bulk of
provi ncial resources conmes from federal transfers, and the
co-participation mass is largely deternmined by this
transfer multiplied by this ratio. This nmeans, anongst
ot her things, that per capita differences between provinces
in federal transfers received are in part “translated” into
per capita differences in provincial transfers to
muni ci palities.

Allocating the total — The allocation formula varies
from province to province. Let us consider, as an exanpl e,
the case of Buenos Aires province. The total is divided
into three parts: a general part (58%, a health part (37%
and a social action part (5%.

The general part 58% is allocated as a function of
three criteria: population (62%, area (15%, and the
inverse of tax base (23%. The tax base, or tax capacity
(capacidad contributiva) is a neasure of the aggregate tax
base of each municipality conputed by the province. It
includes the tax base of the provincial property tax (a
proxy for the nunicipal property tax base), the nunber of
enpl oyees in industry and comrerce (a proxy for the
muni ci pal business tax), and the nunber of cattle head (a
proxy of the nunicipal business tax in rural area).

The health part (37% is allocated is allocated as a
function of six health-related criteria : the nunber of

Y This principle is not applied everywhere : in Santa Fe province, for
i nstance, the percentage of the provincial sales tax that is co-
parti ci pated decreased in recent years.

For a conplete presentation, see Porto, p. 47, quoting Wrld Bank
2002
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primary health centers in the nmunicipality (10%, the
nunber of visits in these centers (25%, the nunber of beds
in the hospitals of the municipality and the degree of
conpl exity of these hospitals (35%, the nunber of patient-
days in hospitals (20%, and expenditures (10%.

The social action part (5% is allocated as a function
of the social needs of each municipality, and may include a
nmeasure of discretionality.

In addition to this block grant, there are
occasionally other, less inportant transfers, or nmunici pal
resources classified as transfers. The contribution of
power conpani es, assessed on electricity consunption, is
presented as a “transfer” fromthese conpanies; in reality,
it should rather be treated as a nunicipal tax, as
ment i oned above.

The province of Buenos Aires has also partially
“decentralized” three of its own taxes to municipalities
its rural land tax, its autonmobile tax, and its sales tax.
The rural land tax is decentralized to nmunicipalities,
whi ch are supposed to collect it on behalf of the province,
and to keep 50% of the proceeds. This is a transfer because
the tax rate remains decided by the province, and it is
partially a specific transfer because 50% of it nust be
spent by the nunicipality on rural roads. The provincial
tax on autonobiles is also decentralized to municipalities
for old autonobiles only, i.e. for autonobiles put on the
r oads before  1986. The  provinci al sales tax is
decentralized for small taxpayers, that is for taxpayers
with a tax base (a turnover) Ilower than 144,000 $.
Muni cipalities can keep 25% of the tax proceeds, give 50%
to the province, and 25% to provincial school districts
These three “decentralized” provincial taxes, or the parts
t hereof which have been decentralized, have one thing in
common : they are difficult and costly to administer and to
collect. For some nunicipalities, these transfers may well
turn out to be poi sonous gifts.

Finally, there are transfers associated wth the
benefits of provincial casinos and chance ganes. A certain
share of these benefits is allocated to the municipalities
t hat have casinos, prorata the benefits made in the casinos
of their jurisdiction. Another share is allocated to all
other municipalities, prorata their share of the block
grant. Sone nunicipalities conplain that they have no way
of finding out what provincial casino benefits actually
are, and suspect the province of under-reporting.

Box n° 4: Interest Rates Wdge for Minicipal Borrow ng

' About the allocation of casino benefits, there is an interesting
ongoi ng debate on whether the tax on benefits of casinos housed on
boats anchored in Buenos Aires harbor should go the the Federal
governnent (because Rio de la Plata waters are Federal) or to the city
(because the boats are attached to city land).
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The interest rates paid by municipalities on | ADB or Wrld Bank | oans
are quite different from the interest rates charged by these
institutions. Let us consider PRODISM (Progranma de Desarrollo
Institucional e Inversiones Sociales Minicipales), a 1996 US$ 210
mllion ADB | oan to Argentinian rmunicipalities. The nobney was |ent by
the Bank to the Federal government at 5.7% for a 25 years period. It
was then sub-lent by the Federal Government to provinces at 8.0% for
a period of 15 years, with Federal governnent guarantee. It was then
sub-sub-let by provinces to nunicipalities at 9.5% wth provincial
guarantee. Even if one ignores the difference in maturity, this is a
3.8% wedge —a 67% increase in interest rate. The justification given
for it is that it is an insurance prem um needed because both
muni ci palities and provinces mght default. |If feasible, short-
circuiting the Federal governnent and provinces, or just provinces,
woul d significantly reduce borrowing costs for nunicipalities.

Source: Based on contributions by Nelida Reyna

Muni ci pal Responsibilities and Expenditures

The functions of nunicipalities are nowhere clearly
defined. What is clearer is what they are not responsible
for: water, inter-nunicipal transport, education, health,
security, welfare, are in nmany cases the responsibility of
the provinces, and even in sone cases, of the federation
As one representative of a nmunicipality put it, with a

degree of exaggeration : “we are responsible for street
cleaning”. There are two major constraints that limt
muni ci pal involvenent in the provision of wurban public
servi ces.

One such constraint is a legal rule which seens to be
applied rigorously. Wen the provision of a service
involves two or nore nmunicipalities, service provision
becones the responsibility of the province, or at |east
joint provision requires a provincial authorization'. Wen
this provision involves two or nore provinces, it becones
the responsibility of the Federal government. Suppose a bus
line goes from one nunicipality to another one —a very
common occurrence in multi-nmunicipal agglonmerati ons— then
it has to be regulated by the province. The costs and
i nefficiencies of such practices are particularly apparent
in the case of cities involving nmunicipalities from two
di stinct provinces (see Box n° 5)

Box N° 5 : Inter-provincial Cities

For centuries the Parana river has been a natural border between
provinces. Cities like Corrientes (Corrientes) and Resistencia (Chaco)
or Santa-Fe (Santa-Fe) and Parana (Entre-Rios) were established on
opposite sides of the river, in different provinces, and were
devel oped independently. In recent decades, however, the geography has
changed dramatically as a conplex set of bridges and tunnel have been
constructed to allow easy connections between these previously

' Sone provinces, such as Santa Fe, have passed |legislation to
facilitate such arrangenments : a Decenber 1992 | aw stipul ates that
muni ci palities fin Rosario, Santa Fe and Villa Constituticion

aggl onerations can create ad hoc institutions for the joint provision
of nmetropolitan public services.
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separated cities. As a result Corrientes (Corrientes) and Resistencia
(Chaco) or Santa-Fe (Santa-Fe) and Parana (Entre-Ri os) have becone, in
social and econonic terns, twin-cities quite alike St Paul/M nneapolis
or St Louis/East St Louis in the USA

Politically and adm nistratively, however, no changes have been nade
These cities belong to different provinces, and cannot easily
cooperate without the approval or intervention of their respective
provi nci al governnents. In practice, they do not cooperate nuch, and
these potential agglonerations renmain divided. The costs of this |ack
of cooperation are high

They are, for instance, unable to develop area-w de urban transport
systens that would enconpass the size and diversity of the nore than
doubled twin-cities labor nmarkets. In these aggl onerations, each city
fights to keep and expand its harbor and its airport, which leads to
an unnecessary and costly duplication of infrastructure expenditures.

The other constraint s obviously the financia
weakness of nunicipalities. Their very limted resources
prevent them from doing nmuch. A substantial share of their
resources is allocated to “admnistration”, to the nere

functioning of the nunicipal bureaucracy (3% of their total
budget, for instance, goes to the nunicipal counci
operation and wages), to the upkeep of public building, to
tax collection (the ratio of <collection costs to taxes
collected nust be very high). The “fixed costs” of
municipalities are high (in relative ternms), thereby
reducing the share of expenditures on direct services to
t he popul ati on.

Under the pressure of their electorate, and in sone
cases with the support of provinces, many nunicipalities
are extending their functions beyond traditional street
lighting, street cleaning, and garbage collection. They are
increasingly involved in health, in welfare, in education.
Nevertheless, it seens fait to say that municipalities do
much less in Argentina than in mny or nost other
countries.

Wat er is typically in nost countries t he
responsibility of  rmunicipal gover nment s. Not so in
Ar genti na. It is in general the responsibility of
provi nces, who either provide it directly or contract it
out’. In the case of Buenos Aires, it is the Federal

governnment that is involved. It used to provide it directly
at the time when Buenos Aires City was under Federal
control, not only for the city itself, but also for 17
adjacent nunicipalities. It contracted it out to Aguas
Argentinas, a private conpany, for the sanme area. It is
true that a regulation agency involving the Federal
Governnent, the province, and the city of Buenos Aires has
been created, but its function is to oversee the concession

"'Until the 1970ies, water and sanitation was even in
the hands of a national enterprise, Cbras Sanitarias de |la

Naci on, at least in the major Argentinian cit
| €S.

21




contract, not to plan for water and sanitation. Presently,
al t hough Buenos Aires City has had the status of province
for six years, it is the Federal government which is
renegotiating the contract with Aguas Argentinas, wthout
consulting with Buenos Aires City or with Buenos Aires
province, and even less with the other rmunicipalities of
the aggloneration interested. In Cordoba, to take another
exanple, it is the province —-not the city— that has
negotiated and signed a concession contract (also wth
Aguas Argentinas) for the provision of water in an area
which is precisely that of the city of Cordoba.

In principle, data on nmunicipal expenditures could
throw additional light on these issues. Miunicipalities are
supposed to present their budgets and accounts by function,
with a di stinction bet ween five mai n functions
(adm ni stration, health, municipal services, public works,
and soci al devel opnent). In practice, however , t he
al | ocation of expenditures to these functions does not seem
to follow a constant pattern, and it is not clear that
avai l abl e data is conparable and neaningful. Mre reliable
is informati on on expenditures by nature, which is given in
Table 4. It shows the great inportance of wages in tota
expenditures (nearly 60%, and the relatively snal
i nportance of investnents (about 10% .

Table 4 — Minicipal Expenditures, by Nature, Al Minicipalities®, 2000

(G pesos) (%9 (Peos/cap.)
Wages 4476 56. 3 135
Pur chases 2228 28.0 71
Transfers 312 3.9 9
I nvest nent s 930 11.7 28
Tot al 7946 100. 0 239

Source : Direccion Nacional de Coordinacion Fiscal con | as Provincias
Notes : °Excluding the city of Buenos Aires (per capita nunbers are
cal cul at ed excl uding the popul ation of the city of Buenos Airs ; G =
giga = billion.

This helps explain the rather |low |evel of provision
of many public services, relative to the Argentinian |eve
of devel opnent, and the great nagnitude of inter and intra
provincial differences in it. Consider the percentage of
houses with current water by nunicipalities, for instance.
In 1991, it ranged from 0.1% to 100% in the country. But
provi nci al averages range froma low 19% in Msiones to a
high 97% in Santa Cruz, with only 56% in Buenos Aires. For
nost provinces, the range was also very large. In Buenos
Aires, for instance, it ranged from 0.2% to 96% (Porto
1991, p.21). Geat inprovenents have been achieved in the
| ast decade, relative to these nunbers, but there is no
doubt that differences renmain very large. O consider the
percent age of blocks (cuadras or manzanas) connected to a
sewer system |In 2001, according to the National Survey of
Muni cipalities, that only gives figures for five provinces,
it ranged from 19% (in Chaco) to 62% (in Neuquen), wth
significant variations by size class of municipalities.
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Concl usi ons

On the present status of nunicipalities in Argentina,
several conclusions can be drawn. First, nmunicipalities do
not have access to good l|ocal tax bases, and therefore do
not have much own tax resources. Second, there are great
di sparities, both within provinces and between provinces,
in tax bases and tax resources: differences between tax-
rich and tax-poor nmunicipalities are enornous. Third,
transfers received by nunicipalities fromthe provinces are
overwhel m ngly fornmula-driven block grants. Fourth, there
are also great disparities (on a per capita basis) in
transfers received, both within provinces and even nore so
bet ween provinces, and these transfers do not contribute
much to reduce initial tax base and tax resources
disparities. Fifth, it seens that transfers kill |ocal tax
efforts; when transfers go beyond a certain threshold,
| ocal tax effort tends to disappear, which neans that in
many cases increasing transfers would not increase much
total resources and expenditures. Sixth, rmunicipalities do
not contribute much to the provision of nmany urban public
services, such as water, transportation, health, education,
safety, or sanitation. This is in part because they do not
have the noney to do so, but al so because they do not have
the right to do so. Provinces, or even the central
government, control, regulate and/or supply these services
—+n a centralized and not always very efficient manner.
Finally, municipalities borrowing is strictly controlled by
the provinces, with the result that nmunicipalities are
generally not much indebted; nost of the few that have
rati ngs have nuch better ratings than the provinces or the
federal government.

1l — Cties in Argentina

Al t hough Argentina has for |long been a country with an
agricultural economc base, it is a country of cities. This
is probably explained by the abundance of Iand and the
resulting specialization in low land intensity activities
such as cattle raising or wheat. What is neant by “cities”
are econom c and soci al agglonerations that may or may not
coincide with nunicipal borders. There are two definitions
of cities. One 1is geographical and norphological and
focuses on the continuity of the built-up area. The other

IS socio-econonmc, and based on the intensity of |inks,
particularly |labor market links, with the city center. In
this paper, we shall follow the practice of INDEC, the
statistical institute, that identifies urban areas, or
aggl onerations consisting of one or several nunicipalities,
and often called, in the case of multi-nmunicipalities

cities, “greater X' (gran X'), such as Geater Buenos Aires
or Geater Rosario. Geater Rosario, for instance, consists
of the nmunicipality of Rosari o, plus 9 adjacent
muni ci pa:ities. Geater Buenos Aires consists of the Cty
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of Buenos Aires plus 24 adjacent nunicipalities of the
Buenos Aires province. Mst of the data is collected at the
municipality level, and can be aggregated at the “city”

| evel, and sonme data —+n particular the precious and
updated data from the urban househol ds survey (encuesta
permanente de hogares, subsequently called EPH — is

collected at this relevant city |evel.

Table 5 ‘indicates the inportance of «cities in
popul ati on terns. It identifies t he ten | ar gest
aggl onerations. In 2001, their total population anounted to
exactly half the total population of the country. The urban
hierarchy is obviously domnated by the weight of the
capital city, which is nearly ten tinmes as great as the
wei ght of the second |argest agglonmeration. The ratio of
the first city to the next four largest cities, another
index of primacy, is close to 3. No great denographic
changes are expected in the comng years. Argentina is
denographically a mature country, with no in-mgration (an
possi bly sone out-migration) and with a |ow natural growth
rate. Table 1 shows that the gromh of the capital city has
been, during the |ast decade, lower than that of other
cities, and indeed lower than that of the nation. The
degree of primacy has been declining, and m ght continue to
do so, but at a very noderate rate. By and large, the
relative inmportance of cities in Argentina is not expected
to change nuch in the com ng decades.

Table 5 — Popul ation of Major Cities, 1991- 2001

1991 2001 Gowth rate 2001

(1, 000) (1,000) (% per vyear) Cunul at ed

(% of total)

Buenos Aires 10918 11453 0.5 31.6

Cor doba 1208 1368 1.2 35.4

Rosari o 1119 1159 0.4 38.6

Mendoza 773 847 0.9 40.9

Tucunan 622 736 1.7 42.9

La Pl ata 643 682 0.6 46. 3

Mar del Plata 513 542 0.6 46. 3

Salta 371 469 2.3 47. 6

San Juan 254 421 1.8 50.0

Ten Largest agglo 16928 18129 0.7 50.0
Rest of the country 15687 18430 1.5

Ar gentina 32616 36260 1.1 100

Source . 2001 Census

It is nmore difficult to assess the econonic inportance
of cities. INDEC used to publish estimtes of GDP per
province (and in sone cases per municipality), but it has
di sconti nued doing so since 1993. The Permanent Househol ds
Survey has data on enploynent, incone and wages for the
maj or aggl onerations, but not for the country as a whole,
and it is always difficult to find a conparable figure for
the country as a whole. Table 6 provides estimtes for
enpl oynent and the wage bill.
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Table 6 — Macro-economic Data for Major Aggl onerations, Recent Dates
Enpl oynent 2001 Wage bill 2003
(1000) (M pesos/ nont h)

Buenos Aires 4343 2697
Cor doba 435 208
Rosari o 440 193
Mendoza 326 149
Tucunman 254 101
La Pl ata 268 153
Mar del Plata 222 124
Sal ta 160 56
Santa Fe 150 68
San Juan 134 57
Ten largest cities 6732 3806
Rest of the country 4482 2199
Argentina 11214 6005
10 cities/Argentina (% 60 63

Sources : For enploynent, defined as accupi ed working popul ati on, EPH
for the ten mpjor cities, and S| EMPRO (Encuesta de Condici ones de Vida
2001) for Argentina. For the wage bill : EPH for the ten najor cities
and a cal cul ati on based on the ratio of wages in Buenos Aires

aggl omeration to wages in Argentina in 1996/97 found in the | NDEC
produced Encuesta Naci onal de Gastos de | os Hogares 1996/97 for
Argentina at |arge.

Tabl e 6 suggests that the ten major Argentinian cities
account for nore than 60% of the economc activity of the
country. 60% of the jobs are concentrated in these cities,
and so is an estimted 63% of +the wage bill —a
representative proxy of the GDP. Buenos Aires aggl oneration
al one accounts for a sizable 39% of enploynent and an
estimted 45% of the wage bill. Wat happens in these
cities, and in particular in Buenos Aires is therefore a
maj or conponent of what happens in Argenti na.

Two ot her inportant conclusions can al so be drawn from
Table 6. One is that enploynent ratios are nuch higher in
cities than in the rest of the country, since 50% of the
popul ati on account for 60% of enploynment. This is not a
surprising finding, and simlar differences are found in
nost countries. The other conclusion is that wages per
wor ker, and presumably output per worker, are not nuch
higher in the main cities than in the rest of the country.
In the ten main cities, nonthly wages are on average 556
pesos per nonth. In the rest of the country, they are 490
pesos. Indeed, they are lower in many of the main cities
than in the rest of the country. This finding, by contrast,
Is very surprising, and tells us sonething inportant about
Argentinian cities.

Productivity as a Function of city Size

In all countries for which data is available, incone
Is higher in cities, particularly in large cities, than in
the rest of the country. This is not because cities
“exploit” the rest of the country. In public finance terns,
it is even the opposite: everywhere, larger cities
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contribute to national (or regional) budgets nore than they
get fromthese budgets. They | ose at the budget ganme. There
is nothing objectionable, nuch to the contrary, in this
redi stributional inpact of national (or regional) budgets.
The reason why inconme is a function of city size is that
productivity is a function of city size. In larger cities
both labor productivity and capital productivity are

greater. This, by the way, is one of the reasons why
rapi dly urbanizing countries tend to have hi gher econom c
growh rates : when people nove from a |ow productivity

area (the countryside) to a high productivity area
(cities), average automatically productivity increases —
even if the productivity of the countryside and of cities
remai ns constant. All this is by now rather well known.

What is not so clear is why productivity is a function
of city size. A comon explanation is that cities,
particularly large cities, tend to specialize in high
productivity activities, such as managenent, banking,
I nsur ance, consul ting, speci al i zed trade, surgery,
communi cation, etc. This is obviously true, although one
must note that this specialization does not occur by
chance, but that it is itself intimtely associated with
city size. A sophisticated trader, for instance, certainly
commands a high salary (and by definition has a high
productivity), but he/she can only practice his/her job in
a large or very large city. Then, it appears that even when

one discounts for industry-mix (or skill-mx for that
matter), productivity remains higher in larger city. A
gi ven professional will have a higher salary (reflecting a

hi gher productivity) in a large city. OQher explanations
nmust therefore be found.

The theory of |abor market natching provides such an
expl anation. People and jobs are very diverse. The

probability that a given worker will find exactly the job
that best suits his/her qualifications increases with the
size of the labor market. It is low in a 10,000 people

city, particularly if he/she has sone specialized skills,
and in such a city our worker nmay well have to accept a

second or third choice job, one in which he/she will be
under-utilized. In a 10 mllion people city, t he
probability that the sane worker will find a first choice
job, one in which he/she will perform at his/her *“highest

possi bl e productivity” is much higher. This better natching
of | abor supply and denmand can al so be | ooked at from the

Vi ewpoi nt of ent erpri ses. The probability that an
enterprise will find, for a given job, exactly the kind of
worker it wants, is, for exactly the sanme reasons, a

function of | abor market size.

Can this enpirically and theoretically wel |
establ i shed rel ati onshi p between productivity and city size
be observed in Argentinian cities ? The answer, already
suggested by Table 6, is : no. The Encuesta Pernanente de
Hogares presents, for 2003, estimates of the average incone
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per enpl oyed person for 29 agglonerations, as well as the
nunber of enployed persons. This average income is a good
proxy of productivity. This data is presented in Annex C,
and synthesized in Figure 2.

Figure 2 - Income as a Function of City

Size, 2003
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There is no positive correlation between the size of a
city, or rather the size of its labor market, and its
productivity. If anything, there would be a negative
correlation. Sonme of the nbst productive cities are anongst
the smallest agglonerations of the country. Buenos Aires
aggl oneration, which should be expected to have a much
hi gher productivity than other agglonerations is only 12%
nore productive than the unweighted average, and is
surpassed by rather small cities |ike Conpbdoro R vadavia
Neuquen, Rio @Gllegos or Ushaiaia. The second tier of
cities, Cordoba, Mendoza, Rosario —agglonerations of about
one mllion people—exhibit a productivity lower than the
wei ght ed or unwei ghted average of all agglonerations. This
a-typical pattern of productivity distribution deserves an
expl anati on.

Actual Benefits v. Potential Benefits

The explanation can be that the benefits associated
with city size are only potential or conditional. This is
illustrated by Figure 1 that plots the efficiency (which
can be neasured as the productivity) of ~cities as a
function of their size. As size increases, productivity
i ncreases. But the correlation is far from perfect. For a
given size, a city can have different productivity |evels.
This nerely reflects the fact that a city can be nore or
| ess well managed.
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Figure 1 —Urban Efficiency as a Function of City Size

A Benefit

Efficiency Frontier

p City Size

A well managed city is a city that reaps all or nost
of the potential benefits of city size. In the |anguage of
figure 1, it is a city that is on or close to the
“efficiency frontier” line. His a well nanaged city; E is
not. The notion of managenent quality, that varies wth
cities, explains why efforts wundertaken to define an
“optimal city size” have been fruitless. There are, in sone
countries, cities of 100,000 people which are “too big” for
their managenent capabilities. At the other extrene, Tokyo
aggl oneration, with about 30 mllion people is not “too
bi g”, because it is well managed, and it is one of the nost
productive (perhaps the nobst productive) areas in the
entire world. In a nore formal fashion, it can be said that
urban productivity is a function not nerely of urban size
but al so of urban nanagenent:

productivity = f (size, nmanagenent)

It seens plausible to conclude that Argentinian cities
are not as productive as they could be because they are not
very efficiently managed. The weakness of municipalities
conbined wth the balkanization of agglonmerations is
probably the cause of their relatively poor performances.

The i nmportance of urban nmanagenent increases with city
size. A very small city cannot really be very badly, nor
very wel |, managed, because aggl oneration externalities are
relatively nodest. The actual and potential benefits cannot
possi bly diverge nmuch. Not so in the case of a very large

city. Poor management nmeans t hat t he potentia
aggl oneration economies wll not be captured, that the
aggl onerati on di seconom es (congestion, pollution) will not
be controlled, and that net benefits will remain small.
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The Notion of Effective Size of Labor Market

A nore concrete neaning can be given to “good
managenent” with the help of the notion of “effective size
of the labor market”. Wiy is a large city nore efficient
than a small one ? The reason (or one of the reasons) is
that it offers a large |abor market and the externalities
attached to it. In a large | abor market, a given individual
is more likely to find exactly the kind of job that best
suits his or her skills. Simlarly, an enterprise is nore
likely to find exactly the kind of worker that best fits
its needs. In a small town, a highly specialized individual
is unlikely to find the highly specialized —and well paid—
job he could take, and wll probably settle for a nore
common —and | ess paid—job. Simlarly, in a snall town, an
enterprise looking for a highly specialized worker may have
difficulty finding himher, and nake do wth a |ess
qualified worker. In both cases, there wll be an
efficiency loss. In short, a large |abor nmarket ensures a
better match of | abor demand and | abor supply. This in turn
is reflected in a higher productivity.

What matters, however, is not the total |abor narket
size of a city, but its effective |abor market size. The
| atter can be defined fromthe viewoint of workers as the
average nunber of jobs that a worker can access in |ess
than n mnutes (wwith n = 50 mnutes for instance). It can
al so be defined from the viewpoint of enterprises as the
aver age nunber of workers that can come to an enterprise in
less than n minutes. In a large city, not all the jobs are
open for all workers : sone are too far away in time or
noney costs from sone workers.

Let W be the nunber of workers in zone i, Ji the
nunbers of jobs in zone i, and Tij, the time distance from
i toj. Li, the effective size of the |labor market for the
wor kers of zone i is:

Li = XJj for j such that Tij>n

L, the effective |labor market for the entire aggl oneration

is the wei ght ed average of all Li:
L = ZLi *W/XZW

A simlar calculation can be nade to estimate E, the
effective labor mrket size from the viewpoint of
ent erpri ses.

W can therefore reasonably assune that | abor
productivity (output divided by the labor force) is a
function of the effective size of the |abor market:

YIW=f (L)
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An  enpirical analysis conducted on 23 French
aggl onerations fully supported this hypothesis. The
effective size of the labor market turned out to be an
excel l ent predictor of |abor productivity (Prud homme and
Lee 2000). It yielded an elasticity of about 0.18. A 10%
increase in the effective size of the |abor market was
associated with a 1.8% increase in productivity. Simlar
studies on (only three) Korean cities, and on nine
Brazilian nmet ropol i tan ar eas, al so confirmed this
hypot hesi s, and yielded elasticities not very different.

What explains the effective size of the | abor nmarket ?
The answer is quite straightforward, and nearly axiomatic :
the total |abor narket size, the average distance of all
jobs to all workers, and the speed at which workers travel
to jobs. In short : size, sprawl and speed. Al other
things equal, the nore sprawled a city, the lower the
effective size of the | abor market. All other things equal,
the higher transport speed in a city, the higher the
effective size of the |abor market. A regression analysis
on the 23 French cities fully confirmed this comonsense
hypot hesis, and yielded elasticities of the effective size
of the | abor market to size, to sprawl and to speed. Figure
2 sumari zes this anal ysis.
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Figure 2 —Efficiency of Cties

Productivity
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Note : The nunbers are elasticities

The policy inplication of this analysis is that, in
addition to city size or total |abor force, tw managenent -
related factors contribute to the productivity of a city
the efficiency of the planning system and the efficiency
of the transport system The productive city (for a given
size) is a conpact city in which transportation is fast. In
Argentina, one should add : and cheap. Wat restricts the
| abor market in a country like Argentina is not nerely the
time of the journey to work, but also its cost. For many
poor potential workers, particularly for Iong journeys,
transport costs mght represent a substantial share of
their salary, and be too high to make it worthwhile to
consider certain jobs. Land use policies and transport
policies are the basic pillars of “good urban managenent”.

There are reasons to believe that these two pillars —
as well as the many other dinensions of urban managenent —
are weak in Argentini an aggl oner ati ons. First,
muni cipalities, which are normally key players in the
provi sion of such services, are too poor to be efficient at
It. Second, the lack of horizontal cooperation at the
aggl oneration level —often the only neaningful |evel—
further weakens the quality of wurban managenent. The
provi nces capture the noney, the people, and in many cases
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t he f or mal right, required to del i ver ef ficient
aggl oneration-wi de transportation, urban planning, and
ot her services. But the provinces do not always deliver.
Ur ban devel opnent and efficiency is usually not their prine
econoni ¢ and political concern.

If this analysis is correct, it is encouraging. It
nmeans that there is an wuntapped source of increased
efficiency in the Argentinian econony. Better mnaged
cities wuld have a higher productivity. | mpr ovi ng
Argentinian cities by strengthening nmunicipalities and
encouraging them to cooperate at the aggloneration |eve
would inprove their productivity, ad their output, and
therefore the output of the country.

|V - The Case of Greater Buenos Aires

The case of Buenos Aires aggloneration is particularly
interesting for several reasons. It is, in terns of
popul ati on and output, the third |argest aggloneration of
Latin America, after Sao Paul o and Mexico. It accounts for
about a third of the population of Argentina, and nearly
half of its output, so that what happens in Buenos Aires
has a mmjor and direct inpact upon the econony of the
country. Then, it typifies many of the nmnunicipal-urban
I ssues di scussed here.

The Buenos Aires aggloneration, or Geater Buenos
Aires (11.8 mllion inhabitants), is defined as the city of

Buenos Aires (2.7 mllion i nhabi tants), pl us 25
municipalities (9.1 mllion inhabitants) of the province of
Buenos Aires'. It is a socio-economic reality, and a

statistical artefact, but it is not an admnistrative or
political institution. The fact that it “belongs”, so to
say, to two strong provinces, and that it has been for |ong
the subject of direct interference of the Federal
governnment, does not facilitate its governance.

We shall try to argue : (i) that there is no pilot in
the GBA plane, (ii) which leads to serious structural and
functioning inefficiencies, particularly in the area of
planning and transportation, (rit1) resulting in a
surprisingly small effective |abor market for such a |arge
city, (iv) which in turn contributes to explain the
relatively poor productivity performance of the area.

' One of these municipalities, Presidente Peron, has recently been
created, and sone studies only refer to 24 nunicipalities.Some people
al so add an additional 15 nmunicipalities (1.6 M inhabitants),
formng what is occasionally called a “third ring”, to define a

met ropol i tan regi on of Buenos Aires. Some of these nunicipalities,
however, seemquite far fromthe city center, and do not belong to
anything like a labor nmarket. W will therefore follow the | NDEC
definition of Geater Buenos Aires, and limt ourselves to the 26
muni ci palities (counting Buenos Aires city as one nunicipality) area.
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No Pilot in the Pl ane

It is easy to show that there is nobody really in
charge of operating and devel oping G eater Buenos Aires.
Four sets of institutions are partially responsible for
this: the city of Buenos Aires, the province of Buenos
Aires, the nunicipalities which are part of GBA, and the
Federal governnment. For different reasons none of these
institutions does rmnuch.

The 25 municipalities of the province that are part of
GBA, and account for the bulk of it in population terns,
are financially much too weak to be able to play a |eading
role. In addition, they are legally and intellectually not
enpowered to get together to decide jointly on issues of a
nmetropolitan interest.

The city of Buenos Aires, which is financially better
of f because it has access to the resources of a province
cannot do much either. It accounts for only one fourth of

the total population. It <can, in principle, talk to
adjacent nunicipalities and cooperate wth them but
politically and legally, it needs approval if not

aut hori zation fromthe Buenos Aires province to do so, and
in practice does not do it nuch.

The province of Buenos Aires would seem to be in a
better position to help develop netropolitan policies. It
is better off than nmunicipalities. The 25 municipalities
that are part of GBA account for nearly three-fourth of the
provi nci al popul ation. And the province has the | egal power
to coerce or induce these nunicipalities to develop joint
policies. However, it seens that the province —the capita
of which is located outside GBA, in La Plata—is not very
active or even very interested. For one thing, the
political power of the remaining 110 nmunicipalities of the
province is much stronger than what their popul ation share
woul d suggest. In the provincial senate, for instance, they
account for [Find out] % of the seats. For another thing,
many or nost of netropolitan policies would require joint
action with the city of Buenos Aires. Politically, and even
| egally, such actions are difficult and costly for the
provi nce, and do not have a sufficiently high pay-off.

The  Federal gover nnment has traditionally been
i nvol ved, when it was in charge of what is now the city of
Buenos Aires, and when it was directly managi ng water,
railroads, roads, in the GBA area. It feels much |ess
concerned now that many of these services have been
privatized and that direct nmanagenent of the city has been
decentralized. In addition, the Federal government has been
cash-strapped and has been trying, wth a neasure of
success, to reduce public expenditures. Politically, in
such a Federal country as Argentina, GBA does not weight
much. Finally, doing sonething in and for GBA nmeans running
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the risk of conflicts with the powerful Buenos Aires
province —a risk few governnents are ready to take.

Resul ting I nefficiencies

This absence of nmetropolitan |eadership, and of
nmetropolitan policies, leads to inefficiencies. GBA is far
from being as efficient an urban area as it should and
coul d be.

A first consequence of this lack of |eadership is a
remar kabl e dearth of data, statistics, analysis and studies
on Geater Buenos Aires. As a 11 mllion people and a
relatively rich area, it weights economcally (not to
mention culturally) nuch nore than countries |ike Uruguay,
Par aguay, Bolivia, Ecuador, Peru (in GDP terns), or Central
American countries. Yet, the amount of economc analysis
devoted to any of these countries is many times greater
than to GBA. Even the GDP of the area is not directly
available ! Not only is there no pilot, but there is not
even a road map in the plane. In this respect, things have
wor sened rather than inproved over the past decade. In the
1980ies, there was a forum for the joint discussion of
nmet ropol i tan matters cal l ed CONAMBA (CONsejo  Area
Met ropolitana de Buenos Aires) that at |east was producing
netro-wide data and analysis. The Federal |[|nvestnent
Council (Consejo Federal de Inversiones) was also active in
produci ng data for the entire aggl oneration area.

A nunber of basic urban public services seem to be
i nadequately provided in the area for |ack of netropolitan
pl anning and policies. Water and sanitation is a case in
poi nt .

Substantial progress has been nade in the past decade
the framework of the 1993 contract between the Federal
government and Aguas Argentinas. The nunber of people with
access to a water network increased from5.7 mllion people
to 7.8 mllion people —a 37% i ncrease. The nunber of people
with access to a sewer system increased from 4.7 to 5.9
mllion people —a 25% increase. In both cases, quality
increased. The <city of Buenos Aires, which was well
serviced at the beginning of the period, was not
particularly interested. The province of Buenos Aires was
also slow to show interest. Only the 17 weak nunicipalities
of the concession area', who have hardly any voice in the
matter, were keen stakehol ders.

Neverthel ess, it proves very difficult to extend the
benefits of this inproved system to the remaining 11
municipalities of the Geater Buenos Aires, and their 2
mllion inhabitants —even when it would be highly desirable

' There were originally 13 nunicipalities in the ex-0OSM but Quil nes
(which used to produce its water by itself) was added to it, and two
muni ci palities were each divided into two.
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and cheap. W rst perhaps, there is a serious underground
water table problem that is developing. The |evel of the
wat er tabl e keeps increasing, which leads to flooding and
contami nation issues. Institutionally, this is nobody’' s
responsibility. As a consequence, the problem is not even
consi dered, nmuch l|ess solved. Cdearly, water and water
related issues (punping from the Rio de la Plata and/or
from the water table, treatnment, distribution, used water
coll ection, used water treatnment, etc.), which are closely
inter-related, extend geographically and thematically much
beyond the concession contract. Optimzation in the
provi sion of water and of sanitation could only be done in
a broader institutional setting.

There are two additional —and key—areas in which GBA
does not work very efficiently : spatial devel opnent, and
transportation. In both cases, there are no institutions to
desi gn and i npl enent, or even discuss, policies.

Spati al devel opnment, be it residential or industrial
and commercial, is very much left to devel opers and market
forces. This is somewhat surprising in a country with a
long and strong anti-business tradition, where private
enterprises are usually distrusted and highly regul ated. W
have seen, for instance, that mnunicipalities are enpowered
to control the quality of food inported into their
jurisdiction (and charge a fee for that purpose) or to
verify the safety of every engine in every enterprise of
their jurisdiction (and to charge a fee for that purpose).
There is a provincial law (Ley 89-12) supposed to “plan”
spatial developnment, but it sees toothless. Land use
constraints, when they exist and are inplenented —a big
when— exist at the level of each nunicipality. They are
therefore ineffective to i npose or even pronote a efficient
use of the land at the netropolitan level. As a result
GBA, which was already a fairly spread over city, has been
spreading or sprawing even nore in recent years. [Witing
for Pierre’s contribution on density profiles]

As Pablo Ciccollela (2002, p. 208) puts it: “In the
1990ies, nore than 500 gated communities (urbanizaciones
cerradas) have been devel oped. Mre than 75% of them were
| ocated on the North and North-East axis. [ee¢*]These
devel opnents cover about 50,000 ha, at a distance of 25-75
km fromthe city center [representing] a fifth or a sixth
of the total build up historic aggl oneration”

In a highly notorized environnment, a Los Angel es type
of devel opnent mi ght be efficient. A dense city with a good
public transport system and a |ow notorization rate m ght
also be efficient. This is a fortiori true of a dense city
with a good public transport system and nany autonobil es.
But it is hard to believe that the Buenos Aires conbination
of a sprawled city, a low notorization rate and a poor
public transport systemcould be efficient.
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The nunber of notor vehicles in GBA is not known. What
is known (www. dnrpa.gov.ar) is the nunber of recorded notor
vehi cl es per province. Assum ng that 70% of Buenos Aires
province vehicles are used in the GBA nunicipalities,
addi ng the vehicles recorded in the city of Buenos Aires,
and multiplying by 0.64 to take into account the officially
esti mated 36% of recorded vehicles no |onger on the roads,
one obtains an estimate of 2,95 mllions notor vehicles.
This is about 272 vehicles per 1000 inhabitants, a
relatively low notorization rate, very nuch in line with
what is known of inconme and income distribution.

A large nunber of people therefore are dependent upon
public transportation for the trips they want or nust make.
It is reported that about half the trips undertaken in GBA
are by private car and anot her hal f by public
transportation. For journey to work trips, the share of
public transportation would certainly be significantly
hi gher. Al though we did not study public transportation in
depth, it seems clear that it is poorly organized, and
therefore inefficient, in GBA

Bus transportation dom nates the picture. Buses are
private, and operate on licensed routes. There is no single
authority to deliver these l|icenses. For bus routes that
are confined within the borders of a given rmnunicipality,
including the city of Buenos Aires, it is the nunicipality
t hat grants |icenses. For bus routes that Cross
muni cipality borders within Buenos Aires province, it is
the province. For bus routes (and there nust be nmany) that
cross the border between the city and the province, it is
the Federal governnment. This allocation of route granting

powers, Wwthout any coordinating authority, is a safe
recipe for inefficiency. In addition, it is not sure that
route licencing, at each level, is well done. The problem

is not privatization per se. Publicly owned and managed
buses woul d probably fare even worst. But a bus route is a
| argely a nonopoly, and private nonopolies can be as bad as
publ i ¢ nonopolies, when they are not granted as a result of
conpetitive, fair, honest , wel | or gani zed bi ddi ng
pr ocedur es.

Rail transportation, which used to be public, highly
subsi di zed, and not very efficient, has been privatized. In
the process, many rail |ines have di sappeared. Sonme of the
remai ning private lines seemto be well nmanaged, but on the
whol e the supply of suburban rail transport has probably
decl i ned.

Subway transportation is in principle a desirable node
in a large aggloneration. In Buenos Aires, however, the
subway network —the oldest in Latin Anerica—is not very
| arge: only about 50 km [Check]. It is Iimted to the city
of Buenos Aires. This is not enough to give it an effective
integrating role in the GBA
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For private autonobile transportation, the picture is
much better. The entire area has historically been bl essed
with very large streets and avenues. In the recent past, a
network of tolled expressways has been created, that
greatly facilitates center-suburbs and (sonme) suburbs-
suburbs trips. This is good in itself. It neverthel ess has
two serious limtations. First, it constitutes an incentive
to yet nore sprawl. Second, it does not do nuch for non
car-users’, and mght even harm them because of the spraw
effect it induces.

In addition, urban trips in GBA seem to be costly,
relative to inconmes. This is obviously the case for car
transportation, in a country where gasoline is highly
taxed. This is also the case for public transportation.
Subsi dies seemto be relatively nodest. Fares are generally
a function of distance, and for |ong distances fares are
hi gh.

These few lines on transportation in GBA do not aim at
presenting a real diagnosis of transportation issues in the
area —this would require an entire study—but nore nodestly
to suggest t hat the lack of proper institutional
arrangenents is very likely to lead to an i nadequate supply
of urban transportation in GBA

If jobs are on average far away from workers, and if
trips from home to work are slow and costly, then nany
wor kers cannot access all jobs offered, and symmetrically
many enterprises cannot count on a very large pool of
wor kers. The inportant potential advantages associated with
a large | abor nmarket cannot be reaped in Buenos Aires.

A Measure of the Effective Size of Buenos Aires Labor
Mar ket

There are 4 mllion jobs and enpl oyed workers in GBA
This is potentially a very large |abor narket, one of the
|largest in the world. Is it in reality ? The procedure
descri bed above produces a quantitative answer.

The data used to this effect was prepared Qy t he
Buenos Aires Subway (Subterraneos de Buenos Aires)”. The
area covered is that of Geater Buenos Aires, and is
divided into 101 zones. For each zone, we have total
enpl oynent, and total population, and we each pair of zones
we have an estimate of the transport tinme by node. This is
very useful, although inperfect in several respects. It
relates to 1997, but this is not a serious problem because
variables utilized have not changed nuch since that date.
Enpl oynent by zone is very inconplete, because the tota
nunber of jobs anmpbunts only to 2 mllion, when we know t hat

"It does sonething, however, in the sense that sone of these
expressways are used by bus |ines.

? Very kindly provided to us by Dr. Luis Yanes, without whome we coul d
not have done this anal ysis.
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there are about 4 million jobs. W have to assune that non-
recorded jobs are located |like recorded jobs. Labor force
by zone is not avail able; instead, we have total popul ation
by zone; we have to assunme that activity ratios are
identical for all zones. Transport tines from zone to zone
are cal cul ated, not neasured on the basis of a survey. For
public transport, transport tines ignore access tinme and
waiting tinme; we added 10 mnutes to obtain better
estimates of origin-destination tinmes. The nodal split is
only available for the aggloneration as a whole, and for
trips actually made. It is 50% public transportation — 50%
private transportation. This ratio is used to calculate
averages. This procedure tends to exaggerate the effective
size of the |abor market. Many non car-users do not find
jobs at a reasonable distance of their hone and are not
recruited. We have no possibility to correct this bias. The
results obtained, and presented in Table 7, are therefore
i nperfect. They nevertheless provide a reasonable picture
of the effective size of Buenos Aires |abor nmarket®.

Table 7 — Effective Size of the Buenos Aires Labor NMarket, as a
Function of Travel ©Mde and Travel tinme, 1997

(in %of potential |abor nmarket size)
Public Aut onmobi | e Aver age
transportation

45 m nut es 23 87 55
50 29 91 60
60 44 97 70
70 59 99 79
75 66 99 82
90 81 100 90

Source : Omn cal cul atation

This Table reads as follows. The 23% of the first
line and first colum neans that, on average, people using
public transportation have access to 23% of all the jobs
avai l able in the agglonmeration in |less than 45 mnutes. Two
conclusions energe from Table 7. First, the effective size
of the labor market for public transport users is nuch
smal ler than for car wusers. This is not surprising in
itself, and the sane is true everywhere : on average, car
transportation is nmuch faster (twce as fast is a
reasonabl e order of magnitude) than public transportation.
What is surprising is the great difference observed in
Buenos Aires. At 45 mnutes, the size for public
transportation (23% is very small and the size for car
transportation (87% relatively large. This reflects the
inefficient provision of public transport on the one hand,
and the benefits of the good expressway system created, on
the other hand. Second, for already high transport tines,
such as 50 or 60 mnutes, inplying nearly two hours per day
of journey to work, the effective size of the |abor market
Is about two-thirds of the total or potential size. On

‘'W are heavily indebted to Bernard-Henri N cot, who perforned the
required cal cul ati ons.
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average, a given worker has access to around 2.5 mllion
jobs, not 4 mllion jobs. Considering higher transport
times is not very neaningful, because of the high tine
costs, and al so noney costs they inply. Transport costs are
a function of distance, and long trips are prohibitively
expensive for | ow or even mddl e-i ncome workers.

Tabl e 8 provides conparative data for Seoul, London
and Paris. These aggl onerations are about the sane size as
Buenos Aires in population and in enploynment terns. The
nunbers given nust be taken with care, because it is not
sure that they are rigourously conparable. They suggest
that Buenos Aires fares slightly better than London and
Seoul. This is probably because the share of car
transportation, the fast node, is higher in Buenos Aires
than in these cities (although it has increased in Seoul
since 1987), and because car transportation functions well
in Buenos Aires. Paris, which has at the sanme tinme a highly
devel oped expressway system (accounting for two-thirds of
aggl oneration notorized trips) and an efficient public
transport system (accounting for one third of notorized
trips), however, fares nmuch better than Buenos Aires.

Table 8 — Effective Size of Labor Markets at 45 and 60 M nutes,
Buenos- Aires, Seoul, London, Paris
(in %of total enploynent)

At 45 mn At 60 mn
Buenos- Ai res (1997) 55 70
Seoul (1987) 31 55
London (1991) 49 62
Paris (1991) 80 87

Source : For Seoul, London and Paris : Lee 1997

Note : A simlar calculation for Sao Paul o produced, for 60 ninutes, a
figure of 22% (Prud honme 2002) ; however, this figure cannot be
compared with that for Buenos Aires, because the data utilized for Sao
Paul o is grossly inconplete (it could only be used to conpare and
apprai se various scenarios for Sao Paul 0).

If the available data is to be believed, the Buenos
Aires expressway systemis sufficiently devel oped to ensure
that workers who have a car have access to nost of the jobs
in the area, which is good for themand for the enterprises
that hire them This good expressway system conpensates the
rel atively high degree of sprawl of the aggl oneration. For
wor kers who do not have a car —and they constitute a |arge
share of the working popul ation—the [ ow efficiency of the
public transport system neans that they do not have access
to a large | abor market. They either renmain unenpl oyed, or
take jobs which do not match very well their skills, which
inplies a loss for them and for their enployers, and
therefore for the econony. Wlat is at stake here is
significant. An increase in average public transport speed
of 20% (which corresponds roughly to a change of the 50
mnutes to 60 mnutes lines in Table 7) would produce a 17%
increase in the effective size of the |abor market. If we
believe the elasticity of productivity to effective size of
| abor market estimated in Prud homme and Lee (1999) of
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about 0.18, this would inply an increase in productivity
and out put of about 3% or about 1% of the Argentinian GDP

V —Concl usi ons and Reconmmendati ons

Mai n Features of the Present System

The preceding analysis can be sumarized in a few
sent ences. First, muni ci palities in Argentina are
economcally and politically rather weak. They do not have
access to good tax bases. Their tax resources consist of a
property tax, that doubles a provincial property tax, and
of a business activity tax that also doubles a provincial
busi ness activity tax. Both taxes are difficult to assess
and collect. Minicipalities also receive fornula-driven
provincial transfers. These transfers do not seem to
redress significantly disparities in tax bases. As a
result, intra-provincial disparities and even nore so
inter-provincial disparities between nunicipalities are
| arge or very | arge.

Second, nost nedium or | arge aggl onerati ons consi st of
several nunicipalities that do not cooperate nuch for the
provi sion of aggloneration-wi de public services, such as
wat er provision, sanitation, urban transportation, |and use
pl anni ng, garbage collection, etc. In mny cases, the
municipalities of the aggloneration do not cooperate at
all. This is in part because of their weakness, in part
because of political conflicts, in part because there are
no institutional nmechanisns to do so. In fact, in sone
cases, they are prevented from cooperating by the province,
because nmulti-jurisdiction activities are the domain of the
provinces —and even of the Federal governnent in sone
mul ti - provincial aggl onerations.

Third, as a result, Argentinian cities do not operate
as well as they could and should. What is at stake is
significant. Argentinian cities are a very inportant share
of the country and of its econony : the ten largest cities
account for exactly half the population of the country, and
at least 60% of its output. Inproving their operation is
therefore one way of inproving the output of the country.
There are reasons to believe that the functioning of
Argentinian cities is particularly deficient in terns of
urban transport and of urban planning, and that this |eads
to effective labor markets smaller or much smaller than
possible, which in turn Jlowers the productivity of
Argentinian cities —and of the econony at |arge.

Fourt h, al | these deficiencies are particularly
apparent, and even nmagnified, in the case of G eater Buenos
Aires. Here again, what is at stake is particularly
I nportant, because G eater Buenos Aires represents nearly

40



one-third of the population of the country, and a much
| arger share of its output. The lack of institutional
mechani sms to manage this |arge aggl onerati on area —shared
by two provinces, with Federal governnent interference—is
particularly blatant. There is no pilot in the GBA plane.
As a result, spatial developnent is largely uncontroll ed,
area-wi de public transport is enbryonic, and the effective
| abor market is a fraction of the potential |abor market.
GBA does not reap the economc benefits that could and
shoul d be associated with its size.

This analysis leads to obvious policy suggestions.
Changes could be considered in two distinct although
related directions : the strengthening of nunicipalities,
and the devel opment of aggl omeration wi de institutions.

Need for Decentralization

Strengthening nunicipalities 1is another nane for
decentralization. Argentina is highly decentralized to the
| evel of provinces, but highly centralized at that |evel
In nost countries, decentralization nmeans shifting power,
responsibilities and noney from the central government to
muni ci pal gover nment s. In Argentina, it should nean
shifting power, responsibilities and noney from provincia
governments to rmunici pal governnents.

First and forenost, runicipal resources should be
i ncreased. Municipal taxes could be increased by allocating
property taxation, and perhaps also business activity
taxation, to municipalities only. In practice, it would
nmean elimnating the provincial property tax and business
activity tax. The present duplication, or double taxation
of simlar tax bases, is not healthy. Such taxes are
typically | ocal governnent taxes, and this is what they are
in nmost countries.

The amount of transfers from provincial governnents to
muni ci pal governments (about 1% of GDP) is probably about
adequate. Wiat could be inproved are the allocation
formul ae. A greater role should be given to the correction
of disparities in nunicipal tax bases. Watever the tax
bases, there wll always be nunicipalities that have
smal | er than average tax bases, that are “poor” in terns of
tax bases. They should in part be conpensated by greater
(per capita) transfers. In sone provinces at least, this is
presently done. But it should be nore systematic and nore
| mportant.

This raises a technical issue. If a given province
wants to conpensate for differences in nunicipal tax bases,
it must know what runicipal tax bases are. This neans that
muni ci pal tax bases assessnent cannot be left entirely to
muni ci pal governnents. Qherwi se, nunicipal governnent
woul d be tenpted to under-assess tax bases in order to
increase their transfers (even if it neant increasing tax
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rates). Municipal tax bases assessnent mnust therefore be
done, or at least controlled and supervised, by provincial
governments. This does not inpinge upon the tax freedom of
muni ci pal governnents : what matters in tax policies is the
setting of tax rates, which is a political decision, not
t he eval uati on of tax bases, which is a technical action.

There are great disparities Federal transfers to
provi ncial governnents. On a per capita basis, sone
provi nces get nmuch nore than other. This is a problem in
itself, that will not be discussed here. But it is also a
problem for |ocal government resources, because it gets
transmtted to nunicipal governnents. Local governments in
much ai ded provinces get nuch nore in provincial transfers
t han muni ci pal governnents in | ess aided provinces. Part of
the large inter-provincial di sparities in rmunicipal
governments resources has its source there. One solution to
this very serious problem lies in developing a system of

transfers from t he Feder al gover nirent to t he
municipalities. Such systens exist in nost countries,
i ncludi ng Federal countries. Brazil is a case in point; in

this federal country, nunicipalities receive transfers (of
conpar abl e anmounts) from both their State and the Federa
government; nobody sees this as inconpatible with the
federal nature of the country. Transfers to municipalities
have an equalizing objective. But the goal is to equalize
(or to contribute to equalize) over all the country as much
as over each province; and this goal is best achieved by
Federal to nunicipality transfers, rather than by province
to municipality transfers. The possibility of establishing
Federal to nunicipalities transfers, probably at the
expense of Federal to provinces transfers, should therefore
be seriously consi dered.

Together wth increased nunicipal resources should
come increased responsibilities. It should be clear that
municipalities are responsible for water provi si on,
sanitation, environnental quality, |land use planning, urban
transport, |local econom c devel opnent, and that they are
co-responsible (with the provinces) for health and
educat i on.

Hori zontal Cooperati on

The other policy direction relates to the creation of
i nstitutional changes or incentives for aggloneration w de

urban managenent. It is quite clear that the provision of
many, if not nost, urban public services in nulti-
jurisdictional aggl onerations require some form of

hori zontal cooperation between the various nmunicipalities
that constitute an urban area. The problemis not specific
to Argentina. It can be found in nost world cities. But it
is exacerbated in Argentina by the weakness of
muni ci palities, and by the strength of provinces.
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The least that could be done would be to create
permanent and independent bodies to prepare area-w de
studies, analysis, information, forecasts, and proposals.
In decision-naking, the final word should remain wth
elected politicians. But decisions nust be prepared,
choices nust be specified, and the range of feasible
options nust be narrowed. Wwen this 1is done, sone
supposedly political issues mght appear as fal se issues,
and agreenent on decisions be facilitated. These bodies
could be <called foundations, planning agencies, study
groups, intelligence units, or otherwise. The key words
here are independence, conpetence and relevance. They
should be protected from political interference (and
change), yet be trusted and used by citizens and by
politicians -by citizens and politicians from all the
muni cipalities of each aggloneration. They should consi st
of small teans of professionals —snall nmeans 15-20 peol e—
perhaps associated wth wuniversities. They would be
overseen by boards or commttees including not only
representatives of governnments, but also of the business
comunity, of citizen's associations, and qualified
individuals. It would be quite justified that they be, at
| east in part, financed by the Federal governnent.

Shoul d there be sonme sort of metropolitan governnents
in larger agglonerations ? W do not think so. The
advantages of area-wide governnents are inportant and
obvious. It is true that many distinct urban services (such
as urban planning, urban transport, and water provision)
are inter-related, and would benefit from joint policies
it does not make much sense to all ow new urban devel opnents
wi thout providing transport and water to their future
i nhabitants. But the better can be an eneny of the good
The technical, practical, and above all political,
difficulties associated with the creation of netropolitan
governments are so great that it does not seem to be a
realistic option in to-day’s Argentinian context.

The way of ad hoc, limted, sectoral, area-w de w de
provi sion of specific urban services seenms nobre prom Sing.
It is probably too much to expect all the nunicipalities of
a given aggloneration to cooperate for “urban managenent”
at large. But it nay be reasonable to expect certain of
these municipalities to cooperate for one (or several)
services. Uban transport, water provision, sanitation,
gar bage collection, would be the first candidates. Health,
education, safety and planning mght conme next. On a
voluntary basis, wlling municipalities mght create an
entity (called association, consorcium syndicate, or
otherwise) for the provision of a given wurban public
service, such as public transport for instance. The board
of this entity would consist of representatives of
parti ci pating muni ci palities, with or wi t hout
representatives of the provincial and federal governnents.
It would decide whether the service is to be provided
directly, on force account, or whether it 1is to be
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contracted out to private enterprises. In nany cases, it
woul d nostly regulate. In other cases, it would have to
fi nance, which would inply a negotiated allocation of costs
anongst participating nunicipalities. Two points can be
added.

One is that, in a given aggloneration, there could be
several such entities (one for transport and one for
garbage collection and/or disposal, for instance) wth

di fferent geographic borders. Some nmunicipalities mght
decide to join the transport entity, but not to join the
garbage entity. This m ght be justified by good, technical,
reasons. The optinmal area for urban transportation policies
is usually not the sane as the optimal area for garbage

coll ection and disposal. It mght also be justified by not
so good, political, reasons. But it would not matter nuch.
It mght inply a small loss in inter-services coherence,
but this would be a very snmall |oss indeed, many tines

smaller than the benefits created by the intra-service
coherence produced by the system

The other is that the Federal, or the provincial,
government m ght provide incentives to encourage this type
of horizontal <cooperation between nmunicipalities. The
initiative of the creation of area-wi de specific entities
should come from participating nunicipalities. Upper |evel
governments should refrain fromdeciding in their place. It
does not nean that Federal or provincial governnents should
remai n passive. They should support and facilitate the
devel opnent of aggloneration-wide entities. They should
create an appropriate legal framework. They m ght design
specific grants, going only to nunicipalities joining such
entities or to the entities thenselves. They mght go as
far as creating special taxes that could only be |evied by
such entities. An exanple of the latter can be found in
France in the area of transportation. The French
municipalities of an aggloneration are invited to create
what is called an “organizing transport authority” to
provi de public transportation at t he nmeani ngf ul
aggl oneration level. These authorities, and only those
authorities, are entitled to levy a special tax! based on
the wages paid by enterprises located in the authority
zone, the proceeds of which are used to finance public
transportation. No municipality is forced to join the
authority, but those that chose not to (there are sone)
cannot benefit from the transport services provided by the
authority. In practice, nearly all muni ci palities,
including nmunicipalities of very different politica
persuasi on, join these “organi zing authorities”.

Creating stronger nunicipalities for stronger cities
for increased econonmc efficiency in Argentina is certainly
not the nost inportant strategy for econom c devel opnent in
this country. Macr o- econom ¢ consi derations obviously

' call ed versenent transport
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dom nate the picture, and call for inmediate attention. But
they should not provide an excuse for not exam ning other
i ssues, identifying other problens, and carrying out other
policies. Just the opposite. In the difficult present
situation, all that can contribute to econonic efficiency
shoul d be welcone. And the very seriousness of the present
situation mght help overcone reluctance and resi stance to
much needed changes.

Ref er ences

Bird, Richard. 2003. Intergovernenental Fiscal Relations in
Latin America : Policy Design and Policy Qutcons. Polygr.
65p. | ADB

Burki, Shahid Javed, CGuillerno Perry & WIlliam Dillinger.
1999. Beyond the Center : Decentralizing the State. Polygr.
104p. The Wbrl d Bank.

dine, Wl liam 2003. Restoring Economic Gowh in
Argentina. 11p. (World Bank Policy Research Paper 3158.
Cct. 2003)

Cuevas, Alfredo. 2003. Reformng Intergovernnental Fisca
Rel ations in Argentina. Polygr. 27p. |IM Wrking Paper
(WP/ 03/ 90)

Lee, Chang- Won. 1997. L'Inpact de |’efficacité du
transport wurbain sur la productivité de la ville. Paris.
Ecol e National e des Ponts et Chaussées. Polygr. Juin 1997.
205p. (PhD thesis, Ecole Nationale des Ponts et Chaussées)

Port o, Al bert o. 2003. Pri ori dades de reform y
fortalecimento i nstitucional e i nversion | ocal en
Argentina dsde |la perspectiva de |los diferentes actores e
i nvol ucrados. Polygr. 68p. (paper prepared for the |BRD
Mnistry of Interior Wrkshop on Decentralizaton and Local
Devel opment in Argentina : Challenges and Qpportunities,
Buenos Aires, Novenber 20-21, 2003)

Prud’ homme, R & Chang-Won Lee. 1999. « Size, Spraw,
Speed and the Efficiency of Cties ». U ban Studies. Vol
36, n° 11, pp. 1849-1858.

Prud’ homre, Rénmy (for the 1ADB). 2002. Estimating the
Benefits of the Rehabilitation of Sao Paulo Downtown.
Pol ygr. 30p.

Prud home, Rénmy. 2003. The Potential Role of Cities and
Muni ci palities in Argentina. Polygr. 26p. (paper prepared
for t he | BRD-M ni stry of Interior Wor kshop on
Decentralizaton and Local Devel opnment in Argentina :

45



Chal | enges and Qpportunities, Buenos Aires, Novenber 20-21,
2003)

wrld Bank. 2002. Argentina : Provision de Servicios

Muni ci pales — Temas y Opciones. Polygr. 67p. (Inforne n°
23685- AR)

Annexes

Annex A - Maps

Annex B - Local Taxes in La Plata (Buenos Aires)
Muni ci pality, 2202

Annex C — Rel ative Inportance of Transfers in
Muni ci palities Resources, 2001

Annex D — I ncone per Wirker as a Function of Gty Size, My
2003

46



Annex A - Map

47



(E002 Micwsnf Compl

del

Hiode
ifa Flata

Zacramento

48




00|

REPUBLICA ORIENTAL

DEL URUGUAY

49



L= T e

Colonia del

Hio de
ifa Flata

Sacramento

50




300 ]

REPUBLICA ORIENTAL

DEL URUGUAY

51



52



Annex B - Local Taxes in La Plata (Buenos Aires)
Muni ci pality, 2202

(in M pesos) (in %
Property tax 37.7 44,1
Busi ness activity tax 19.8 23.4
El ectricity consunption tax 5.0 5.6
Provi ncial contribution® 4.3 5.1
Pavenent tax’ 3.9 4.6
Gas consunption tax 3.3 3.9
O fice (stanp) duties 2.8 3.3
Advertisement rights 1.5 1.8
Betterment tax 1.4 1.7
Ceneteries fees 1.3 1.6
O her 3.6 4.3
Tot al 84.6 100.0

Notes : °Provincial properties are tax exenpt ; in lieu of property

tax, however, the provincial governnment pays a special contribution ;
*The pavenent tax is a formof betterment tax ; residents of streets
that are paved pay a special contribution.

Annex C — Rel ative Inportance of Transfers in
Muni ci palities Resources, 2001

Transfers / Current Expenditures, Selected Privinces, by Size of
Muni cipalities, 2001 (in %

Tot al Lar ger Medi um Smal | er
Mendoza 65 65 63 79
M si ones 48 43 61 54
Chaco 60 55 62 74
Santa Fe 43 43 37 45
Ri o Negro 32 29 15 46
Neuquen 61 53 71 65
Buenos Aires® 31 36 29 24

Note : °Data refers only to the 25 municipalities which are part of
G eater Buenos Aires.
Source : Encuesta Nacional a Minicipios (ENM
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Annex D — I ncone per Wrrker as a Function of City
Si ze, May 2003

Cty Labor Force I ncorre/ wor ker
(aggl oner ati on) (in 1000 (pesos/ nont h)
Bahi a Bl anca 92,7 588
Cat amar ca 64,5 387
Conmodor o Ri vadavi a 56, 7 822
Concordi a 45, 6 373
Cor doba 445 479
Corrientes 113, 3 321
For nosa 66, 2 395
Gran Buenos Aires 4031, 8 621
Juj uy 98,1 384
La Plata 206 573
La Rioja 51,4 420
Mar del Plata 187 557
Mendoza 315, 8 456
Neuquen 97,6 668
Par ana 80, 8 427
Posadas 87,5 393
Rawson 49, 3 564
Resi st enci a 108, 4 396
Rio Cuarto 59, 2 510
Ri o Gall egos 35,1 723
Rosari o 361, 9 439
Salta 153, 7 353
San Juan 140, 9 429
San Luis 52,5 406
San Ni col as 48,5 516
Santa Rosa 39,6 580
Santiago del Estero 105, 7 370
Tucuman 241, 1 398
Ushuai a 43,6 856
Vi edma 24,1 564
Wei ght ed aver age 552
Unwei gt hed aver age 499
Medi ane 447,5

Source : calculated fromthe | NDEC site, Encuesta Pernmanente de
Hogares, cuadro 27
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