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federal entities are trending downward – except autonomy that increased in the 1980s and 1990s – 

co-determination and budget frameworks tend to strengthen over time. The degree of stability has 

remained – relatively unchanged. Dynamics for individual countries are presented in appendix 

5.7.  

Figure 5.16. The evolution of fiscal constitutions: changes in the five building blocks, 15 
countries average, 1917-2013 

Note: The lines represent the annual average of indicator values for 15 countries. The panel is unbalanced, 
i.e. countries enter the sample at different points in time (Argentina, Australia, Brazil, Canada, Mexico, Switzerland 
and the United States in 1917, Austria in 1945, Italy in 1948, Germany and India in 1949, Belgium in 1969, Spain in 
1978, Russia in 1993 and South Africa in 1996). 

5.5.2. Explaining the evolution of fiscal constitutions 

This section provides more insights into the changes to individual building blocks of fiscal 

constitutions. Since the club of federal countries grew over the last 100 years, these changes both 

reflect trends within mature federations and the birth and subsequent evolution of new ones.  
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Figure 5.17. Alignment from 1917 to 2013: average of 15 countries 

Note: Incoherence is measured as the average of the variance around intermediate level indicators for all 15 
federations in each year. Coherence is measured as the inverse of incoherence, hence an upward sloping curve means 
rising coherence. 

The clear-cut distinction between decentralized and integrated fiscal constitutions that can be 

observed today is actually quite recent. As cluster analysis of fiscal constitutions for 1980 and 

1996 reveals that the precise division of federations into two groups was impossible. In 1980 and 

1996, at least four clusters of federations could be distinguished, with no characteristic dividing 

line between them. Over time fiscal constitutions moved towards either of the two models. Put in 

other words: fiscal constitutions have become more distinct.  

5.6. Fiscal constitutions and fiscal outcomes 

This section provides a few simple bivariate correlations between selected features of the fiscal 

constitution and fiscal outcomes. The correlations link fiscal outcomes to both the level and the 

alignment of constitutional decentralization, i.e. to both indicator values and variance. Correlation 

does not mean causation. Fiscal institutions and fiscal outcomes interact. Fiscal institutions may 

affect fiscal outcomes, but the latter might also trigger changes to the basic fiscal framework, as 

shown in section 5.4. In some periods the relationship runs from institutions to outcomes, while in 
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