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Introduction!

 

The concept of tax expenditures originated in the United States and Germany in the 1960s. Stanley 

Surrey, then US Assistant Secretary of the Treasury, is attributed with including a chapter on tax 

expenditures in the US budget for the first time in 1968. Germany’s 1967 



Tax expenditures 
 

CIAT (2011) defines tax expenditures as the revenue that the State foregoes as a result of 

incentives and benefits that lower the tax burden of certain taxpayers in relation to a reference tax 

system. The word “expenditures” emphasizes the fact that the foregone resources could have 

financed particular public spending programs favoring those whose tax burden has been lowered, 

as well as favoring others.  

 

The economic and social policy goals most often cited to justify the introduction or retention of tax 

benefits and incentives include the need for more efficient and progressive tax systems, improving 

social wellbeing, promoting regional or sectoral development by means of greater investment, 

human capital accumulation and, more recently, environmental protection. Tax expenditures stem 

from provisions such as exclusions (untaxed or unaffected activities), exemptions, deductions, 

credits, lower rates, deferrals, special or promotional regimes (in free zones, for example), and 

drawbacks (including some refunds).  

 

The main interest in measuring tax expenditures springs from the potential mobilization of new 

resources that governments in developing countries could realize if such expenditures were 

eliminated or rationalized, especially given the ever more limited possibility of raising the rates of 

existing taxes or introducing new ones. But measuring tax expenditures helps in particular to 

improve public-finance management by taking a broader view of public spending. Such efforts 

promote fiscal policy transparency, 



conceptual framework (a 



The outlook in Latin America  
 

CIAT constantly monitors trends in tax expenditures in Latin America. A great deal of information is 

available on the institutional websites of the national tax administrations and/or the finance 

ministries. Other information can only be obtained through links with the responsible authorities. By 

accessing this information, CIAT’s Directorate of Tax Studies and Research has created a database 

of the most significant tax benefits and incentives in 18 countries of Latin America. This database 

reveals trends in their fiscal cost over time, both in the aggregate and by tax, as well as their 

composition by tax break or incentive, and by budgetary or economic sector. Note that the database 

covers only those tax expenditures under the remit of central, national or federal governments.1, 2 

Below, we make some comments in that regard. 

 

The following reports were used. Argentina: reports prepared by the National Directorate of Tax 



 

 

Table 1 

Tax Expenditures in Latin America: 1/ 

(% of GDP) 

 

 2008 2009 2010 2011 2012 

Argentina 2/ 2.11 1.98 2.33 2.46 2.59 

Bolivia - - - - - 

Brazil 3/ 2.51 3.15 3.02 2.80 3.32 

Chile 4/ 5.00 4.83 4.69 5.04 4.46 

Colombia  
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