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Determinants of reforms (“traditional” PolEcon)

* The role of crises as catalyst of reform

— Alesina et al., 2006; Drazen and Easterly, 2001; Drazen andGrilli, 1993; Hallerberg
and Scartascini, 2015

* The timing of the reform (e.g., the electoral calendar)
— Alesina et al., 2006; Hallerberg and Scartascini, 2017

* The configuration of domestic political institutions

— Ardanaz et al., 2020; Giuliano et al., 2013; Sturzenegger and Tommasi, 1998;
Tommasi et al., 2014

* The ability to reach intertemporal cooperation

— Spiller and Tommasi, 2007; Tommasi and coauthors (many)



Other potential determinants

* Preferences and distributive effects (given [sometimes biased] beliefs)

e Salience of the reform

Ability to organize against the reform

* Therefore, it may matter:
— The size of the reform
— The composition of the reform
— Compensation mechanisms
— The path of the reform
— The information about the reform
— The origin and the confidence in the source of the information






Fiscal consolidation preferences during crises

Increase sales taxes Reduce public Cut public spending:
on all products employment Infrastructure (C) / Public goods (T)

Control I:l Treatment 1

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Fiscal consolidation preferences during crises

Increase sales taxes Reduce public Cut spending on
on all products employment public goods

Treatment 1 (Same-party government) D Treatment 2 (Opposition government)

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Fiscal consolidation preferences during crises
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Argentina Bolivia Chile Colombia Costa Rica Honduras PerQ Uruguay

B Reduce public employment Reduce infrastructure spending Reduce social transfers

Preferred fiscal adjustment measure

Source: Latin American Parliamentary Elites Project (PELA) Survey (2022). Data from 8 countries: Argentina, Bolivia, Chile, Colombia, Costa Rica, Honduras, Peru, and Uruguay (N = 643).



Policymakers share the preferences for public
employment reduction

Increase taxes on Reduce public Reduce spending on
product sales employment spending public goods

Preferred fiscal reforms in a crisis scenario

Source: IDB-UMD Survey (2023). Data from 973 public officials (CoPLAC) across 19 Latin American countries (N = 973).



Policymakers would support the reform

Not likely Somewhat likely Likely Very likely

Likelihood of supporting a fiscal stabilization program

Source: IDB-UMD Survey (2023). Data from 973 public officials (CoPLAC) across 19 Latin American countries (N = 973).



But they don’t believe that legislators will do it too

The President does not The legislature does not approve the The bureaucracy does not
promote the reform reform proposed by the President implement the reform

Perceived cause of the non-implementation of the stabilization program

Source: IDB-UMD Survey (2023). Data from 973 public officials (CoPLAC) across 19 Latin American countries (N = 973).



Legislators are also willing to reduce public employment

Increase VAT Increase Personal Increase Corporate Reduce public  Reduce infrastructure  Reduce social
Income Tax Income Tax employment spending spending assistance spending

Preferred fiscal adjustment measure

Source: Latin American Parliamentary Elites Project (PELA) Survey (2022). Data from 8 countries: Argentina, Bolivia, Chile, Colombia, Costa Rica, Honduras, Peru, and Uruguay (N = 643).



But they are not willing to reduce subsidies

Prefers reducing subsidies Prefers increasing taxes

Source: Survey of Colombian Legislators (2022). Data from 211 respondents, including 66 Senators and 145 Representatives (N = 211).



Even if people prefer it to higher taxes

Increase taxes on Cut spending on public goods Reduce fuel subsidies
all products (T1: with impact on quality/quantity) (T2: leading to higher prices)

Controi [ Treatment 1 1 Treatment 2

Fiscal reform preferences according to framing of fiscal costs

Source: LAPOP—IDB Country Survey (2023). Data from 31,388 respondents across 19 Latin American and Caribbean countries: Mexico, Guatemala, El Salvador, Honduras, Costa Rica, Panama,
Colombia, Ecuador, Bolivia, Peru, Paraguay, Chile, Uruguay, Brazil, Argentina, Dominican Republic, Trinidad and Tobago, Suriname, Bahamas, and Grenada (N = 31,388).



Preferences for taxes or spending is not uniform across
countries

(%]
]
c
Q
o
c
[=]
o
(%]
@
ul
Y—
o
3%

Argentina Bolivia Chile Colombia Costa Rica Honduras Peru Uruguay

B rprefers to increase taxes Prefers to reduce spending

Preferred fiscal adjustment measure

Source: Latin American Parliamentary Elites Project (PELA) Survey (2022). Data from 8 countries: Argentina, Bolivia, Chile, Colombia, Costa Rica, Honduras, Peru, and Uruguay (N = 643).



If taxes are going up, make the firms (or the rich) pay

Increase VAT Increase income tax Increase the income tax paid by companies
on all products (T1: that mainly falls (T2: even if prices rise and wages fall
on the richest) for their workers)

Controi [ Treatment 1 3 Treatment 2

Fiscal reform preferences by framing of who bears the tax burden

Source: LAPOP—IDB Country Survey (2023). Data from 31,388 respondents across 19 Latin American and Caribbean countries: Mexico, Guatemala, El Salvador, Honduras, Costa Rica, Panama,
Colombia, Ecuador, Bolivia, Peru, Paraguay, Chile, Uruguay, Brazil, Argentina, Dominican Republic, Trinidad and Tobago, Suriname, Bahamas, and Grenada (N = 31,388).



If taxes are going up, make the firms pay
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Argentina Bolivia Chile Colombia Costa Rica Honduras Peru Uruguay
Increase VAT Increase Personal Income Tax B ncrease Corporate Income Tax

Preferred fiscal adjustment measure

Source: Latin American Parliamentary Elites Project (PELA) Survey (2022). Data from 8 countries: Argentina, Bolivia, Chile, Colombia, Costa Rica, Honduras, Peru, and Uruguay (N = 643).



Price controls are popular

Lower prices even if product is unavailable Higher prices but always available
(frequency varies)

Control Treatment 1 Treatment 2
(half of the time) (occasionally) (almost never)

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Firing restrictions are also popular

Not necessary Not very necessary Somewhat necessary Very necessary

Bad economic conditions and

Bad economic conditions ki :
fewer future hiring incentives

Framing conditions on support for firing restrictions

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



And with social security reforms either push them to the
future or make firms pay
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Gradually increase the Increase taxes Reduce pension benefits Gradually increase the Increase taxes paid by Reduce pension benefits
minimum retirement age now (C) / in the future (T1) minimum retirement age people (T1)/ firms (T2) in the future

Control :I Treatment 1 D Treatment 1 Treatment 2

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



The right tradeoffs may
facilitate reforms



Tradeoffs matter: people like subsidies unless they imply
lower spending or higher taxes

Strongly disagree Somewhat disagree Somewhat agree Strongly agree Strongly disagree Somewhat disagree Somewhat agree Strongly agree

Control (no trade-off mentioned) D Treatment 1 (trade-off: less spending on public goods) Control (no trade-off mentioned) D Treatment 2 (trade-off: higher taxes on other products)

Framing conditions: alternative costs of subsidies Framing conditions: alternative costs of subsidies

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Tradeoffs matter: people like regulation, unless it affects
medicine availability

Lower price, Higher price,
less availability guaranteed availability

General products you need D Medicinal products you need

Product Type Framing

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Who pays matters

Strongly disagree Somewhat disagree Neither agree Somewhat agree Strongly agree
nor disagree

Control(The rich pay Treatment 1 (The rich Treatment 2 (The rich
the same proportion) pay a higher proportion) pay a lower proportion)

Framing conditions on support for taxing the rich

Source: LAPOP—IDB Country Survey (2023). Data from 31,388 respondents across 19 Latin American and Caribbean countries: Mexico, Guatemala, El Salvador, Honduras, Costa Rica, Panama,
Colombia, Ecuador, Bolivia, Peru, Paraguay, Chile, Uruguay, Brazil, Argentina, Dominican Republic, Trinidad and Tobago, Suriname, Bahamas, and Grenada (N = 31,388).



And who compensates for the costs

Strongly disagree Somewhat disagree Somewhat agree Strongly agree

Treatment 1 (transfer implemented D Treatment 2 (transfer implemented

by national government) by local governments/ organizations)

Framing conditions: implementing level of compensatory transfer

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



The credibility of the information matters

Strongly disagree Somewhat disagree Somewhat agree Strongly agree

Congress [ Prestigious economists [J No source

Source of argument

Source: LAPOP—IDB Online Survey (2023). Data from 9,100 individuals across nine countries: Argentina, Brazil, Chile, Colombia, Costa Rica, Guatemala, Mexico, Panama, and Peru (N = 9,100).



Does the size and path
matter?



Legislators prefer step-wise increases

Immediate reform Staggered reform

Senator ] Representative

Source: Survey of Colombian Legislators (2022). Data from 211 respondents, including 66 Senators and 145 Representatives (N = 211).



And policymakers too
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Argentina  Chile Bolivia Brasil Colombia Costa  Ecuador El  Guatemala Haiti Honduras Meéxico Panama Paraguay Perd Dominican Micaragua Uruguay Venezuela Other
Rica Salvador Republic country

B immediate implementation Gradual implementation

Preference for reform implementation pace

Source: IDB-UMD Survey (2023). Data from 973 public officials (CoPLAC) across 19 Latin American countries (N = 973).



Our evidence does not seem to indicate that it matters
(once the reforms have passed)

Tax rate=10% Tax rate =40%
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—8— Abrupt with no information —8— Abrupt with information

#— GStaggered with no information Staggered with information




But the size and the strength of the government matter
for passing the reform




Thanks a lot!
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