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8. The tax reform and the fiscal consensus with 
provinces will allow a reduction of the “Argentine 
cost” albeit at a gradual pace 

The government has managed to reflect the fiscal pacts reached with 23 of the 24 provinces in laws more quickly than 

was expected following its October election victory. The fiscal responsibility laws and the fiscal consensus approved in 

December make it possible to rein in provincial primary expenditure growth in real terms at the same time as they allow 

tax pressure on the private sector to be gradually eased, especially as regards the more distorting provincial taxes such 

as Gross Income and Stamp. Funds have been reallocated among provinces with, for example, increased participation 

by Buenos Aires province, while there has been modification of the percentages of resources received by the Nation 

and the Social Security system, although this has been without any great setback for any of those involved as the drop 

in revenues was offset by a smaller increase in pension benefit expenditure due to the amendment to the mobility 

formula finally approved by Congress after serious rioting and clashes with the opposition. 

The unrest associated with the pension benefit reform voting leads one to assume that the passing of the labour reform 

bill to Congress (which does not have the backing of the full spectrum of unions) will be temporarily suspended. On the 

other hand, the tax reforms and the draft budget for 2018 were swiftly enshrined in law at the end of December in a set 

of extraordinary sessions. The changes are aimed at cutting the tax burden that weighs down on companies and 

stimulating investment, but they will be implemented only gradually. Thus the bundling and lowering of employer’s 

contributions to the social security system for minimum wages, the removal of the tax on bank debit and credits and the 

lowering of the profit tax on undistributed dividends will only materialise over a time frame of 4-5 years.  

There are likely to be major political limitations on forging ahead more swiftly with an agenda of supply-side reforms that 

will allow the country to boost its competitiveness, but the government remains oriented toward its goal of bringing 

Argentina back onto the world stage to expand the size of the market and generate economies of scale. Despite the 

hurdles to allowing meat products, sugar and biofuels into Europe, an agreement between Mercosur and the EU is still 

being negotiated with the shared aim of achieving a political agreement that takes account of the needs of both blocs 

before mid-2018. Argentina has made progress in the process of applying for inclusion within the OECD and will chair 

G20, which will provide it with a chance to enhance institutional quality, although it is still too early to know when the 

economy will be in a position to satisfy potentially bigger world demand at competitive prices. A step in this direction is 

the executive order to simplify procedure and cut through red tape recently approved by the Executive, one that aims 

to cut administrative procedure costs for the private sector to produce and export by roughly 1% of GDP.  
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DISCLAIMER 

This document, prepared by BBVA Research Department, is informative in nature and contains data, opinions or estimates as at the 

date of its publication. These derive from the department’s own research or are based on sources believed to be reliable, and have 

not been independently verified by BBVA. BBVA therefore makes no guarantee, express or implied, as to the document's accuracy, 

completeness or correctness.  

Any estimates contained in this document have been made in accordance with generally accepted methods and are to be taken as 

such, i.e. as forecasts or projections. The historical evolution of economic variables (positive or negative) is no guarantee that they 

will evolve in the same way in the future. 

The contents of this document are subject to change without prior notice for reasons of, for example, economic context or market 

fluctuations. BBVA does not give any undertaking to update any of the content or communicate such changes. 

BBVA assumes no responsibility for any loss, direct or indirect, that may result from the use of this document or its contents.  

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, divest or obtain any interest in assets or 

financial instruments, nor can they form the basis of any contract, commitment or decision of any kind.  

In particular as regards investment in financial assets that may be related to the economic variables referred to in this document, 

readers should note that in no case should investment decisions be made based on the contents of this document; and that any 

persons or entities which may potentially offer them investment products are legally obliged to provide all the information they need 

to take these decisions.  

The contents of this document are protected by intellectual property law. It is expressly prohibited to reproduce, process, distribute, 

publicly disseminate, make available, take extracts, reuse, forward or use the document in any way and by any means or process, 

except where it is legally permitted or expressly authorised by BBVA. 
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