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« “Monetary federalism”, unlike fiscal federalism, is still 

a theory in an embryonic stage and this is undoubtly due to 

the fact that there is no substantial difference between the 

monetary organization of existing federal states and that of 

non-federal states.  (…) But asking whether federalism can 

make an original contribution in the monetary field is no 

longer an idle question. The struggle to provide Europe with 

a common currency requires that at least the federalists be 

capable of reflecting on these topics without being hidebound 

by the monetary organisation model that has characterised 

centralised national states. » (Jozzo 1985, 185 and 201). 

 

Introduction 

This chapter develops the concept of monetary federalism by drawing from both theory and 

history. The theory is relative to the concept of federalism in philosophical and political thought, 

while history mainly concerns monetary experiments in Argentina. The chapter is divided into three 

sections. First section presents the general principles and several historical underpinnings of the 

application of federalism to monetary systems. Second section presents one of the clearest historical 

manifestations of monetary federalism, namely the recurrent waves of issuances of provincial fiscal 

complementary currencies (CC) in Argentina between 1890 and 2003. The third section looks at why 

this country has exhibited a such noteworthy case of monetary federalism, even if it is a repressed 

one. In conclusion, we suggest an « argentinian » scenario of monetary federalism for the eurozone 

that would allow to come through the European Union monetary crisis without falling into the 

deadlocks of either present generalized austerity policies, or breakdown of the monetary union. 

But before getting to the heart of the subject, some preliminary remarks are to be made. While it 

is usual to speak of political federalism and fiscal federalism, or still but more seldomly of economic 

federalism, the expression of monetary federalism is extremely rare. Researches in english and french 

on Google lead to less than 10 occurences of it, and show that, alike federalism or federalist, it is used 

with opposite meanings. On the main side where, in the tradition of the Federalist Papers, to be 

federalist is to be partisan of the federal State, politicians and economists equate monetary federalism 

with a single money managed by a Federal Central Bank. For instance, when it is not merely equated 

with the present institutions of the European Central Bank and Monetary Union, the expression 
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« monetary federalism » best refers to a momentaneous modulation of the monetary rule fixing the 

policy interest rate of the ECB ; in order to address the problems of member-States confronted to 

« asymetric shocks», a particular weight is given to their bneeds (Wyplosz 1999, Grégoriadis 2007). 

Thus it concerns neither an organizational structure nor a specific institutional regime of distribution 

of monetary powers within a federation.  

On the minority side, to the contrary, where to be federalist is to respect the federal principle of 

balancing unity and plurality according to a philosophical view of federalism, monetary federalism 

refers to a specific design of monetary systems where interests of federated entities (states, provinces, 

landers, cantons) are taken into account, and where the sharing of monetary competencies is stressed 

(Jozzo 1985, Théret and Zanabria 2007, Arnsperger 2011, Théret and Kalinowski 2012, Saiag 2013). 

The conception of monetary federalism developped in this chapter belongs to this second stream of 

thought within which monetary plurality is recognized as an empirical evidence and theorized as more 

efficient and resilient than monetary singleness.  

Indeed, the current crisis of the euro, as an outcome of a single monetary policy for a diversity of 

economically and culturally heterogeneous territories, prompts us to rethink such a monetary policy 

and its theoretical underpinnings. Many historical experiments of monetary plurality, especially in 

political contexts of federal polities, indicate that we should better think of money not as unique or 

plural, but as simultaneously unique and plural, and consider monetary plurality not only as an 

expression of competition between monies, but also of complementarity among them (Kuroda 2008a 

and b). In fact in our view, the concept of monetary federalism as a form of federalism complementing 

fiscal and political federalism, is a theoretical way to design this complementarity among monies 

caused by locality. It refers to territoriality as an extrinsic dimension of money.  

But monetary federalism cannot be reduced to this territorial dimension for two reasons. Firstly, 

like political federalism in general, monetary federalism has both territorial and functional 

dimensions: it balances political relations between territorial interests (due to the spatial division of 

a country into different tiers of government), as well as « functional » interests (entrenched in the 

social division of labour) ; and it regulates the interactions between both types of societal relations 

(Sbragia 1993). Secondly, monetary federalism refers also to the intrisic federal structure of modern 

(capitalist-statist) money which combines singleness (of the system-unit of account) and plurality (of 

the means of payment).  

Eventually an hypothesis of institutional complementarity drives to consider that the principles of 

organization of a monetary system have to fit, in a way or another, with those of the political 

organization of the society within which the monetary system functions as a community of account 
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and payments. Therefore if the intrinsic federal structure of modern money does not appear clearly in 

the monetary institutions of most of the existing federations, it means that monetary federalism is 

politically repressed, as empirical evidence in many federations show, despite it can cause monetary 

and/or political instabilities that may destroy the federation either by its split in many independant 

States, or by its transformation through violence into a unitary State1.  

In federations therefore, it is the fact that federated public powers issue fiscal tender CCs 

circulating at parity with the federal legal tender currency used as unit of account which can be 

conceptualized in terms of « monetary federalism ». But, why should we conceptualise recurrent 

social facts if not to transform them from particular cases into more general categories that are useful 

to widen our view of the field of possibilities for human collective action. Thus our interest for the 

concept of monetary federalism resides in its capacity to design an issue to the current European 

Union’s political and economic crisis in line with the original purposes of the Union.  

In this perspective, even if they have been overlooked because they are viewed by most economists 

and politicians as only emergency devices not susceptible to produce efficient and permanent 

institutions, innovative federal monetary experiments must be considered as a crucial material of 

scientific knowledge. They are indeed part of these « buried knowledges » praised by Michel 

Foucault, and whose failure to survive was not the outcome of their economic inefficiency, but of 

political defeats of the social forces that were promoting them. We have to unbury these experiments 

not only for the beauty of scientific work aiming at historical truth, but also as genuine and original 

social innovations enlightening the design of new political and monetary institutional arrangements 

of federal type. Let’s keep in our mind that purely fiat paper currencies were till the nineteen thirties, 

before becoming the standard form of money for mainstream economists and politicians, considered 

only as an emergency form of money discredited as counterfeited, not true money.  

 

1. Principles and historicity of monetary federalism 

 

Federalism is a political set of normative principles whose purpose is precisely to accommodate 

unity with diversity without sacrificing one or the other. Thus it is no surprise that, albeit non pluralist 

views on money can prevail even there, social scientists may find in federal polities empirical 

evidence of monetary plurality and complementarity. In mainstream economics and political science 

where rational choice theory dominates, federalism is conceived as a « market-preserving » device, 

and no attention is payed to other principles of human action than competition (Weingast 1995, 
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McKinnon 1997). But this view does not fit with empirical evidence of many federations whose origin 

and purpose are mainly « peace-keeping », and which are based on cooperation and complementarity 

more than economic competition between the different territorial tiers of government (Théret 2015).  

Then if federalism refers to an institutional way to combine unicity and diversity without 

destroying one or the other, it is possible to consider that its general principles apply to the modern 

capitalist-statist money. And, as we shall see, albeit in most federations this federalist structure of 

money with its territorial and functionnal dimensions is not recognized clearly and reported by 

« normal » scientific knowledge, it nonetheless surfaces recurrently in critical periods and can be 

studied. Thus drawing from new empirical evidence on three cases - the United-States in the ten years 

separating the Acts of Confederation and the Federal Constitution and in the nineteen thirties, 

Argentina in the nineteen nineties -, we argue that the issuance of a plurality of municipal and 

provincial fiscal CCs is not the simple outcome of emergency conditions, but is a structural 

manifestation of monetary federalism. 

 

1.1. From political federalism to monetary federalism  

 

Federalism can be defined as a way to shape a political order on the basis of a hierarchy of values 

and not, as usual in a unitary State, of a hierarchy of powers (with concentration of all the power at 

the top) (Théret 1999, 2002, 2004 et 2015). The federal tier of government is not greater in power 

than the federated governments, for it does not have the monopoly of political competencies : in the 

domains where they are sovereign, federated entities are superior in power to the federal government. 

But the latter is in charge of competencies which are greater in value because they found the 

federation as a whole, for instance by insuring internal peace between member States, and acting for 

them as their deputy in the external world. Therefore in a federal polity, there is an overlapping 

hierarchy of powers and no sovereign power in the strict classical meaning of the word. Sovereignty 

becomes the attribute of an authority separated from any executive power, and whose decisions are 

enforcable only if federal and federated powers recognize it as a sovereign authority to whom they 

submit themselves; if not, the federation is on the way toward dissolution. This authority, whose 

might is purely symbolical, is a third party placed in position of sovereignty above any political power 

either federal or federated. It usually takes the material and institutional forms of a constitutional Text 

and special judicial power – the Supreme or Constitutional Court – which has the necessary authority 

to settle on the conflicts of powers between or within the two (or more) tiers of governments making 

up a federative political order. 
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Now this general structure of federalism as a hierarchy of values also makes sense for the monetary 

order of the modern state-and-market societies where economy is differentiated from the political, 

the religious and the domestic orders. Decreeing the system and unit of account, maintaining its 

uniqueness, are competencies of the federal tier ; as stated notably by Hawtrey (Currency and credit, 

1919, cited in Commons 1934, 472 and 477) or Keynes (A Treatise on Money 1930, cited by Ingham 

2004, and Wray 2014, 15), they are of greater social value than the powers to issue and circulate means 

of payments. These latter powers can be shared, decentralized and even decentered ; in order to allow 

monetary transactions, they are usually distributed to different agents and organisations acting at 

different territorial scales and with different purposes. Monies of payment – currencies - circulate in 

multiple spheres of transactions and users’ networks (public or private, market or non market, small 

or large, local, regional or national) ; they take different material forms, are not a priori « all purpose 

money », and most often have to be « earmarked » to be accepted in transactions (Zelizer 1994, Blanc 

2006). For them to form a payment community despite the fact they cannot be unified, they must be 

federated, which allows them to circulate in more extended and impersonal networks as well as across 

a priori heterogeneous transactions’ spheres by the mediation of a common federal unit of account.  

Therefore in a society symbolized by a common system and unit of account,  the power to issue 

monies of payment can be distributed functionally and territorially among different issuers (banks, 

private companies, States, Cities, LETS, Associations, etc.) without necessarily being a danger for 

the unity and cohesion of the society ; rather the competence of issuing instruments of debts’ 

settlement appears structurally to pertain to the domain of decentralized or federated economic and 

political powers. But for unification to be effective without centralization, the various means of 

payment created have to be denominated at least in a common unit of account (or convertible at a 

stable value) and the parity between units of payment and the unit of account has to be maintained.  

 As for the third party that would represent the federative sovereign monetary authority, it can be 

neither the federal power to decree and maintain the unit and the system of account, nor the federated 

powers to issue means of payment. History shows that the true sovereign in monetary matters is the 

People of the users of money who decides the future of any money, imaginary or real, in accepting 

or refusing of using it in its internal multilateral transactions (Wennerlind 2011). Now this People 

can be thought of as deciding, through a monetary Constitution, to delegate its authority to an 

institution independant from the monetary powers (public and private), and giving it the power of 

interpreting this Constitution in order to settle on conflicts between issuers of currencies, and to 

maintain the commonality of the system and unit of account.  
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In this perspective, such a monetary authority should not be confused with any Central Bank which 

is not independant from issuers of currencies, and is most often than otherwise only a police and 

executive power, part and parcel of the federal tier of government. Central Banks are powers that 

have to be legitimized, which means that they a priori are deprived of the ethical authority residing 

in the values and social norms constituting a population of money users as a social whole. In order to 

legitimize their monetary policies, Central Banks need an ethical backing in the values sustaining the 

political community, either unitary or federative. Surely, the Federal Reserve Board in the US Federal 

Reserve Banks’ System, in its design at least, is the closest institution of such an ideal-typical 

monetary authority. Its presence could explain why in the US, despite the tremendous monetary 

power of its private financial industry, monetary repression of non commercial bank issuances of 

monies is presently one of the weakest in the world.  

But why this intrinsic federal structure of modern money does not appear clearly in the monetary 

institutions of most of the existing federations? Why complementarities between monetary and 

political institutions are not actualized or, at least, taken into consideration by the social sciences? 

Why monetary institutions in federal or quasi-federal polities are designed as if Federations were 

identical to unitary States? Why the relationships between the political organization of a society and 

the organization of its monetary system are so little investigated and taken into account, even when 

the latter and then the former are falling into a deep crisis? There is no room in this paper to answer 

such questions, answers which would involve beforehand to examine the strong links existing 

between standard monetary theories prevailing in an historical period, and monetary institutions and 

policies (Théret 2011). Let’s rather focus on monetary experiments which unveil the effective 

presence of federalist monetary arrangements in some federations. 

 

1.2. Emergency monies or repressed monetary federalism 

 

In general and even in federations, the importance taken in various historical periods by federated 

states’ issuances of « quasi-monies » under the form of tax anticipation scrips and small denomination 

bonds or warrants is under-investigated. Nevertheless, three cases are better documented : the United 

States during the colonial and postcolonial periods before the Philadelphia Convention (Ferguson 

1969 and 1983, Schweitzer 1989, Grubb 2003, 2005 and 2012), the United States still during the 

crisis of the nineteen thirties (Elvins 2010, Gatch 2012), and Argentina during the convertibility crisis 

of the dollarized peso from 2001 to 2003 (Schvarzer and Finkelstein 2003, Argañaraz et al. 2003, 

Chelala 2003, Licari et al. w.d., DNCP 2003, Feliz 2004, Sbatella 2004, Colliac 2005, Douthwaite 
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2005, Théret and Zanabria 2007). In the US, the still usual practice of issuance of IOUs in order to 

finance their unbalanced budget by some US federated States as California, cannot be considered as 

a monetary practice since these IOUs do not circulate as paper money. In Argentina, to the contrary, 

issuances of quasi-monies were not the privilege of the 2001-2003 period, but have been recurrent 

since the fall of the last military dictatorship in 1984.  

Nevertheless emissions of provincial fiscal paper monies in Argentina under the form of tax 

anticipation scrips (generally called bonds or letters of debts’ settlement) are noticed by economists 

only in times of strong social stresses and political crises, and, most of the time, these « quasi-

monies » are considered exclusively as emergency monies and not further investigated. Now this 

supposed emergency character is nothing but the outcome of a normative prejudice of what is a 

« normal » state of monetary order which implies that the federal State (or an independant central 

monetary power) has to be fully sovereign in public monetary matters, even if the polity is officially 

organized in accordance with federalist principles (Helleiner 2003). So provincial States’ currencies 

appear most of the time visible to official actors only in periods of emergency, and, as soon as crises 

are overcome, they are outlawed or/and forgotten; when they appear to be macroeconomically 

significant they are eliminated or redeemed by the central power in search of a « return to normality ».  

Consequently, as they are thought as politically unacceptable, the empirical evidence that they 

have been and therefore could be permanently successful – under certain conditions - in resolving the 

issues of balancing public finance and promoting local economic development, is not taken into 

account and integrated into monetary theory. Thus what Loren Gatch writes about the U.S. municipal 

tax anticipations scrips in the 1930s holds for the provincial monies of Argentina: 

« If the money-sovereignty nexus is constitutive of “monetary space”, then the implied lessons of the historical 

experience with tax anticipation scrip will come from answers to political questions about the powers and autonomy of 

local governments, and not to economic questions about the putative benefits of local currencies. (…)  For us to take 

cognizance of the significance of local currency, and to revive public consciousness of its potential in our present day, 

requires us to appreciate those historical moments when local currency, despite its success, disappeared as an expression 

of local power. (…) From the broader perspective of American monetary history, the proliferation of local currencies 

during the 1930s appears as an anomalous development in the progressive centralization of monetary power and authority 

in Washington D.C. » (Gatch 2012, 33). 

 

Farley Grubb (2003, 2005, 2012), following Lester (1939), Ferguson (1956, 1983), Schweitzer 

(1989), draws similar conclusions in his works on fiscal monies of the North American Colonies and 

then States after the « Articles of Confederation ». It is not because monetary systems backed by 

public taxing powers are economically inefficient that they have been recurrently outlawed ; it is 

because their supporters have been regularly defeated in the political arena by coalitions between 

(and sometimes merging of) private financial interests and politically dominant ruling classes (Beard 

1913, Ferguson 1969, Holton 2005). In fact, economic arguments legitimizing the political 
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devaluation of tax backed monies in favour of private fractional reserve credit money issued by 

commercial banks are, as stated by Richard Lester, nothing more than « economic theology » that we 

need to overcome: 

 « Above all we need today some of the intelligent skepticism toward the financial dogma of the day that our colonial 

forefathers had. They did not hesitate to challenge the existing economic theology or to engage in intelligent 

experimentation. » (Lester 1939-1970, 307) 

 

Economic theology indeed is not limited to the United-States, it is also reigning in Argentina as 

an internal Report of the Argentinian ministry of economy and finance (DNCP, 2003) testifies. This 

report concerning the federal redemption to occur in 2003 of the provincial quasi-monies issued by 

about 16 provinces in the period 1999-2002, and which was probably prepared by academic 

economists (Licari et al., w. d.), admitted that complementarity between public monies – national and 

provincial – was perfectly viable, since they had distinct spatial spheres of circulation. Nevertheless 

the authors considered that it was not “optimal”, since optimality required the unicity of the monetary 

power in order to resolve the supposedly two problems of monetary plurality: externalities and 

uncertainty. But this reference to optimality is purely theological2 ; it is sustained neither by general 

empirical evidence (Financial History Review 2008), nor by evidence in this particular case. For, if 

provincial monies expanded in 2001, as we shall see below, it was in fact because the federal 

monetary policy had produced strong negative externalities and increased uncertainty to the point of 

destroying confidence and trust in the whole monetary system, and therefore the credibility of the 

centralized monetary power. Moreover provincial monies had produced positive externalities and 

reduced uncertainty when they were successfully managed, what has been the case in many provinces 

and for the largest amount of money issued (Greco 2001, Douthwaite 2005, Théret and Zanabria 2007 

and 2009). 

In this cognitive context, the issuance by the Province of Tucuman of a quasi-money called bocade 

that lasted continuously during 17 years (1985-2003) takes all its importance. Despite it concerns a 

small northwestern peripheral province of Argentina (in terms of population and GNP, Tucuman is 

very close to be to Argentina what Greece is to the Eurozone, i.e. around 3%), this « experiment »  

whose we give a detailed account in chapter Th2 of this book, proves two main things: that provincal 

tax anticipation small denomination bonds are not necessarily of an emergency nature ; and that they 

do not compete with national money but are complementary to it. 

To explain the « funny » « tucumani dollar », as the Tucuman CC has been ironically and with 

condescension called by the Financial Times (Pilling 1996), maintaining the view that provincial 

currencies were only answers to crises of a « normal » state of affairs should require to consider that 

the argentinian monetary system, whatever form it takes, incorporates long term unresolved 
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contradictions that render it structurally instable. Now that would mean that the argentinian « standard 

state » of centralisation and commodification of money’s issuance is not an optimal steady state. 

Moreover, unlike the cases of late comers in provincal CCs issuances as provinces such as Buenos 

Aires (patacon) and Entre Rios (federal), it is possible to assume that the 2001 crisis of the 

convertibility regime has not given life but death to the Tucuman currency. And this death has not 

been natural but a political murder, since the federal government and most of provincial governments 

themselves, under the pressure of the IMF, took advantage of the very failure of some of these CCs 

due to overissuances and of the common sense on their emergency character, to redeem them all 

together and to recentralise the whole system in Buenos Aires.  

Thus it is more accurate to say that, during the convertible peso’s crisis (2001-2003), the tucuman 

bocade which was circulating as a CC since already 16 years has been constrained to become a 

substitute to a peso more and more scarce at the national and provincial levels. Therefore it was 

overissued and lost a part of the trust put in it, due to growing difficulties to insure its convertibility 

at par in a national legal tender in short supply. But that did not imply that the bocade was condemned 

to disappear, since, as shown in chapter 8, it had been already confronted to deep crises of the national 

monetary system (notably hyperinflation) and had successfully gone accross. Moreover if bocade’s 

exchange rate in peso deteriorated on the market during the crisis, it nevertheless was maintained 

under control, as shown in figure 5.1 where the bocade appears as good a money as the lecor, issued 

by the Province of Cordoba, usually considered as a successful experiment (Luzzi 2012).  

 

Figure 5.1 about here. 
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Eventually if the bocade disappeared in 2003, it was not an outcome of its endogenous economic 

functioning, but because it did not benefited anymore of the benign neglect of the central and 

international financial powers, and became with the whole set of « quasi-monies » a stake in the 

negociation between the federal Government and the IMF which was now preoccupied by them:  

« Quasi-money issuance by provincial governments in 2002 amounted to Arg $ 3.2 billion (…), and should be 

compensated by orderly financing as provided in the 2002 bilateral agreements. The main drawbacks of quasi-monies 

are : they erode the ability of the central bank to conduct monetary policy (…) ; they complicate the commitment to fiscal 

management and do not alter the budget constraint ; they contribute to the growth of the informal economy and to tax 

evasion (…); they have and adverse effect on inter-provincial trade (…) (since) they generate important trade diversion 

flows, promoting regional inefficiencies and tending to regionalize provincial economies at the expense of efficiency-

enhancing nationwide integration » (IMF 2003, 34). 

 

Unlike this resurgence of « economic theology », chapter 8 shows that issuance of provincial 

quasi-monies can be an efficient response to provincial structural problems of shortage of national 

currency and credit money, themselves the outcomes of centralized fiscal and monetary federal 

institutions and policies. It shows also clearly that provincal CCs are not competing and driving out 

of the circulation the national legal tender media of payment ; they complement them within the limits 

of the provincial economic spaces where they are accepted as means of redemption of taxes and as 

such, they are a clear expression of an efficient monetary federalism. If a surplus of national legal 
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tender currency would be observed in the local economy, the provincial money whose use in 

transactions is spatially confined, would return to the provincial treasury and be destroyed or stored 

in its coffers. 

Another interesting feature of the Tucuman bocade, which explains its longevity, has been its 

capacity of resilience in a period of monetary instability at the national level (figure 5.2). It was firstly 

conceived and issued immediatly after the end of the « processo » military dictatorship (1976-1983), 

and at the same time as the « austral », the new national money created in order to reduce the very 

high inflation bequeathed by the military power. But soon after, the austral itself was the prey of 

hyperinflation and was replaced in 1992 by another money - the convertible peso - issued under a 

regime of currency board (strict convertibility at par with the U.S. dollar). This time, the new regime 

led to a deep recession, and finally to a general political and social crisis in 2001 that ended by a large 

devaluation of the peso and a new regime of "pesification" (de-dollarization) at the beginning of 2002. 

Remarkably, as chapter 8 demonstrates, the bocade muddled through this very volatile period with 

"success". In the words of its founding father, R. Cirnigliaro, untill 2002, the bocade had proved 

« Difficult to kill ».  « During the 17 years it lived », it had been strongly supported by « the local 

businessmen (who) recognized that it allowed them to work quietly », and  had  « resisted to » 

hyperinflation, to convertibility, to adjustments of the IMF and the Federal Government, to 

counterfeiting, to overissuing, and even to  

« attack who changed a credit without interest from the people into a credit at high rates from the banks and the 

markets. And finally, it twisted porteños’ arms, since after 16 years of critics towards provincial monies, they have had 

to issue a younger sister of them, the lecop. » (Cirnigliaro 2004, 125) 

 

This resilience at the provincial level, meanwhile there was recurrently monetary chaos at the 

national level, is paradoxical ; on one side the bocade founded its viability and efficiency upon a strict 

convertibility with the national money of the moment, but on the other side it was an autonomous 

device since it had a peripheral character vis-à-vis the central monetary system to which it could 

freely adapt. Its autonomy was therefore an independance within interdependance, a good definition 

for complementarity. And since independance within interdependance is also at the core of the 

concept of federalism, it justifies to tackle the issue of complementarity caused by locality in terms 

of monetary federalism.  

 

 

Figure 5.2 about here 
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Let’s see now this point more precisely by adopting a long run perspective and recalling the 

importance, recurrence, and causes of provincial fiscal monies’ issuance in the history of Argentina 

as an independant federative Republic.  

 

2. The four waves of issuance of provincial CCs in Argentina since 1890. 

 

Since the origin of Argentina as an independant country in the years 1810, monetary plurality, tax-

based money and problems of convertibility of paper-money have marked its history (Grinfeld 1910, 

Bordo and Veigh 2002, Irigoin 2000 and 2003). Even after the definitive foundation of the Federation 

in 1861, there has been issuances of provincial monies. In a previous paper we mentionned traces of 

provincial emissions in 1876, 1881, 1883, et 1885 (Theret and Zanabria 2007, 22), and more recently, 

we found numismatic traces of provincial paper money issued by the Province of Buenos Aires in 

1867 and 1869. But let’s limit us to times when the federative Argentinian Republic and the monetary 

regime of the « peso moneda nacional » (m$n) were stabilized, i.e. since the end of the 1880s. From 

there to date, we can distinguish four waves of provincial issuances of quasi-monies3. 
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2.1. The first « peso moneda nacional » wave (1890-1933). 

 

A first wave took place in the golden age of the argentinian agro-export-led growth and its crisis, 

between 1890 (the year of institution of a currency board in order to insure the convertibility of the 

national paper money) and 1933. We can name it the « peso moneda nacional » wave with seven 

provinces mainly of the North-West and the West parts of the country issuing tax backed quasi-

monies more or less sporadically (Table 5.1). Further research should likely drive to divide this wave 

in two periods, before and since the first world war, for convertibility with gold was suspended in 

1914 (and only restaured in 1927 till 1929) (Bordo and Veigh 2002). Nonetheless this wave holds its 

unity from the fact that issuances of provincial monies were made on the same peso (m$n) standard. 

As displayed in table 1, the north-western provinces (Jujuy, Salta and Tucuman) were the more 

active. These provinces will be also at the forefront in the second and third waves. But between 1934 

and 1984, 50 years of military and/or authoritarian rules, and import-substitution led-growth regime 

associated to a Central Bank (created in 1935) « absolutely centralized » (Olivera 1992), we find no 

trace of any issuance of provincial fiscal money other than one of « certificados de cancelacion de 

deudas » (certificates of debts’ settlement) by the Tucuman Province in 1965-66 which were not 

anonymous and looked more as endorsable checks. 

 

Table 5.1 about here 

 

Figure 5.3 about here 
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2.2. The austral’s (second) wave (1984-1991) 

 

One has to wait the end of the last military dictatorship, and the return to a fully liberal democratic 

political regime in 1984, to observe new issuances in four north-western provinces, starting with Salta 

in 1984, La Rioja and Tucuman in 1985, and then Jujuy in 1986. In the World Bank Report of 1990 

on Provincial Government Finance, five, including Catamarca, and not four provinces are considered 

as issuing money in this period (World Bank 1990, 77). Oppenheimer (1985) et Cirnigliaro (2004, 

126) also mention Catamarca as one of the north-western provinces having discussed of a possible 

monetary regional space where quasi-monies from every province could have circulated at par. But 

we have found no numismatic traces of emissions in Catamarca before 1993.  
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This second wave that lasted until 1991, we name it the « austral wave » since it coincides with 

the replacement in 1985 of the peso by the austral in which the quasi-monies were convertible at par, 

thanks to the institution of currency boards managed by the public banks of each province. Only the 

first issue of the bocade of Salta preceded the « austral plan » and was first denominated in peso 

argentino (1000 $a = 1 austral), and the first bills had to be surcharged by a stamp to circulate on the 

basis of austral standard (figure 5.4). 

 

Figure 5.4 about here 

 

The monies issued during these years, called « bocade » in Salta, Tucuman and La Rioja, and 

« titulo publico al portador », usually called « publico » in Jujuy (and Catamarca in 1993) (figure 

5.5), were very similar in the four provinces : they followed the Salta model, especially the tucuman 

bond which was originally a copy of the Salta’s one (Del Rey & Orive 1986 ; Cerro 1988). 
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Figure 5.5 about here 

 

 

We can therefore speak of a particularly resilient north-western (NOA) sub-type of argentinian 

provincial bonds. What are these peculiarities? A first striking difference is that bocades as well as 

publicos were the only quasi-monies emerging and maintaining them in the austral period of high and 

then hyper inflation. Another peculiarity is that whereas patacones, lecors, cecacors, federales, etc. 

have officially borne interest, NOA bonds were non-interest-bearing assets, even if, at least in the 

case of Tucuman, it was not excluded in their Act of birth but never implemented (chapter 8). Like 

the federal lecop issued in 2001, they were fiscal tender currencies anchored in the national money, 

the NOA interest-bearing means of payment being called « certificates » and not bonds (like notably 

the cecades issued in Tucuman in 1965 and 1966, and La Rioja and Salta in 1988). It is not coincident 
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that these north-western provinces represent the older part of Argentina where provincial belonging 

is an important part of individual identity. It reveals the outstanding political nature of NOA CCs: 

here financial market incentives for building trust and confidence in them, as interest rate, have been 

excluded ; since the onset of the emissions, these incentives aiming were looked for through lotteries, 

a traditionnal fiscal instrument of States. 

At last, another possible important specificity of NOA bonds is not so much the institutional fact 

that they mobilise currency boards to insure their convertibility, for it has been also the case of the 

Cordoba’s lecor and Entre Rios’ federal, but the political fact that their convertibility at par which 

was not easy to maintain, especially in time of high and hyper inflation, were de facto and sometimes 

very explicitly defended by the local business community, even when the local political ruling classes 

were in a hurry to come back to « normality ».   

 

2.3. The dollarized peso’s (third) wave (1992-2000) and the crisis (fourth) wave 

 (2001-2003) 

 

After the « convertibility plan » by which the country went out of hyperinflation in 1992, it is 

usually considered that there were no more quasi-monies issued by provincial governments. People 

and academics just remember of the successful issue of the cecor by the government of the Cordoba 

Province in 1995, by linking it to the « Tequila Effect » crisis. This is not right. Only Salta stopped 

its emissions, and Tucuman (continuously), Jujuy (with an interruption between 1992 and 1995), and 

La Rioja (with an interruption between 1997 and 2001) carried on issuing bocade or publico along 

the decade.  

Figure 5.6 about here 
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Figure 5.7 about here 
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Moreover other provinces entered the game : Catamarca in 1993, if not in 1985 ; Cordoba (lecor), 

Formosa (boncafor), Mendoza (petrobono/petrom), Rio Negro (cedern), and San Juan (crefi/huarpes) 

in 1995 ; Missiones (cemis) in 1996 ; and then Corrientes (cecacor) in 1999. Thus eleven provinces 

had already started to issue small denomination bonds in convertible peso before 2001 and the great 

crisis of the currency board regime. Thus it is necessary to distinguish between a third wave of 

provincial issuance starting in 1992 and going untill 2000, from a fourth wave starting in 2001.  

 

Figure 5.8 about here 
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The third wave including eleven provinces and forgotten by the literature either scientific or 

journalistic, we name the « dollarized peso » wave. The fourth and last wave starting in 2001 concerns 

4 more Provinces that were newcomers in the movement: Buenos Aires (with the patacon), Chaco 

(with the quebracho) and Entre Rios (with the federal) in 2001, and San Luis (with the san luis) in 

2002. This last wave (2001-2003), we name the « convertibility crisis and dedollarised peso » wave.  

 

Figure 5.9 about here 
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As provinces of the « dollarized peso » wave carried on to issue monies untill 2003, the period of 

the so-called convertibility crisis (2001-2003) comprises 15 provinces (over 23 for the whole 

Argentina) including the largest. Some sources (for instance Licari et al. 2003, Douthwaite 2005) 

also mention two others provinces of Patagonia with cuasimonedas in 2003 : Chubut (petrobono) and 

Tierra del Fuego (letras). Thus if these emissions were to be dated from 1995 as for the petrobono of 

Rio Negro, it would push the number of Provinces belonging to the third and fourth waves 

respectively to 13 and 6 Provinces, 17 Provinces being monetarily active in 2002-2003 (Jujuy did not 

issue its own money during the last wave, but used patacones from Buenos Aires with which it was 

possible to pay federal taxes).  

To these provincial monies, we must still add at least one municipality in the province of Santiago 

del Estero, and five in the province of Cordoba that have issued quasi-monies, four of them in the 

convertible peso wave (1995), and one (Bell Ville) in 2005. Eventually, in 2001 the federal 

government itself started to issue a large amount of a quasi-money called lecop (figure 5.10). The 

lecop was an interprovincial money (inconvertible in dollar) that was put into circulation through the 

system of federal transfers to provinces and municipalities, and was legal tender for payment of 

federal taxes. 
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Figure 5.10 about here 

 

The total issuance of provincial and interprovincial small denomination bonds in 2002 was so 

impressive, nearly 40% of the monetary basis (Théret and Zanabria 2007, 28), that the same year, the 

central bank used a new enlarged concept of monetary base including them  (BCRA 2002, 39). But 

standing back from this short period of open crisis and taking into account the previous waves show 

that provincial issuances of tax anticipation small denomination currencies cannot be reduced to this 

episode.  

Another important characteristic of these monetary experiments is their diversity. There has been 

a wide variety of devices associated to the diversity of political and economic provincial situations. 

Some Provinces mobilized local currency boards to keep their CCs at parity (Cordoba, Entre Rios, 

Tucuman), other not ; some benefited of larger tax bases than others (especially when the CCs could 

be used in payment of national taxes, and were circulating in the equalization transfers’ circuit as for 

Buenos Aires’ patacon) ; some could use special public resources to back their bonds (oil royalties 

in Mendoza, Chubut and Rio Negro) (figure 5.11), and one (the san luis issued at the end of 2002) 

was indexed to a basket of five national currencies (argentinian peso, brazilian real, chilian peso, U.S. 
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dollar and euro) (figure 5.12) (http://www.saij.gob.ar/legislacion/ley-san_luis-5338-

autorizase_al_poder_ejecutivo.htm). 

 

Figure 5.11 about here 

 

 

Figure 5.12 about here 

http://www.saij.gob.ar/legislacion/ley-san_luis-5338-autorizase_al_poder_ejecutivo.htm
http://www.saij.gob.ar/legislacion/ley-san_luis-5338-autorizase_al_poder_ejecutivo.htm
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Political strategies for building trust, confidence and credibility were also quite idiosyncratic. 

Some – the most important – succeeded, some failed (Théret and Zanabria 2007 and 2009). That 

being said, very few things are known in detail on most of these various experiments, since 

unfortunately, historians have not been interested in recording their histories untill now. Nevertheless 

we have sufficient datas to understand and explain why issuances of provincal small denomination 

bonds have been so recurrent in Argentina.  

 

3. Why such a historical recurrence? Argentinian fiscal federalism and 

shortages of currency and credit at the provincial level.  

 

In our view, this historical recurrence is to be explained by the specific federalist structure of the 

argentinian political and fiscal systems. Three elements of this structure must be outlined: first, the 

form of fiscal federalism ; second, the monetary regime ; third, the constitutional regime. 

 



 

25 

 

3.1. Fiscal federalism and currency shortage 

 

As it has been recognized by the World Bank, « understanding the transfers from the national to 

the provincial governments is key to understanding provincial finance in Argentina » (World Bank 

1990, vol. 1, 13). This country is characterized by a strong dependance of provincial budgets on 

federal transfers coupled with a large federal discretion in the distribution of funds.  

Argentinian Provinces, with the exception of the Autonomous City of Buenos Aires (the federal 

capital), depend hugely, with variations across time and space, on federal transfers, the federal 

government collecting around 85% of all taxes (including social contributions), while spendings are 

quite decentralized (the provincial and municipal levels are responsible for around 45% of them). The 

large and wealthiest provinces of Buenos Aires, Santa Fé, Cordoba and Mendoza are less dependant 

(their own revenues representing around 30-35% of their total revenues) than the poorest and 

peripheral ones (for instance autonomous revenues are worth less than 20 % in the nort-western 

provinces of Jujuy, Salta, and Tucuman, and 10% in Catamarca and La Rioja) (Saiegh and Tommasi 

2000, 69).  

This very large vertical deficit in the tax primary distribution is structural ; it exists since the outset 

of the Republic, for Buenos Aires has always benefited of a monopoly on customs duties that were 

the main source of the tax revenues backing its fiat money issuances (Irigoin 2003); these duties are 

still outside the basis of revenue-sharing. Moreover, as illustrated for Tucuman in figure 5.13, the 

vertical deficit has been much reinforced in the seventies and eighties by unilateral devolutions of 

social spendings - without transfers of the corresponding revenues - initiated by the last military 

dictatorship but carried on untill 1993 by the civil governments of Presidents Alfonsin and Menem 

(Eaton 2001, Falletti 2010, Théret 2015).  

 

Figure 5.13 about here 
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In most federations, federal tax transfers are of three kinds: general revenue sharing (equalization); 

earmarked for a particular use ; purely discretionary. But in Argentina the boundaries between these 

categories are blurred, since, even when fixed rules of automatic revenue sharing and/or earmarking 

are edicted, it is recurrent that these rules are either bypassed through bilateral negociations between 

the federal President and Governors, or permanently renegociated. Before the updated 

institutionalization of revenue-sharing in the Act of coparticipacion of 1988, bypassing federal 

rules was dominating; afterwards, it has been permanent renegociation of these rules (Bonvecchi 

2005).  

For these reasons provinces suffer a great instability and uncertainty concerning the true amount 

of federal money they are going to receive annually, monthly, daily. Permanent discussions about the 

effective amounts of federal engagements is coupled with federal discretion relative to the agenda of 

payments, since funds distribution is often conditioned to political support to the President’s 

initiatives in Congress (Bernadou 2009). This uncertainty is increased when the federal government 

is itself the prey of a fiscal crisis.  

Moreover money shortage is a daily problem for Provinces since transfers’ payments tend to feed 

provincial treasuries at irregular pace. In fact federal transfers and devolution of public spendings to 

provinces are often the primary variables of adjustment in the management of the Nacion federal 

budget. And because the argentinian economy knows a high degree of volatility and strong 

dependance vis-à-vis external shocks, federal and then provincial fiscal crises are recurrently 

expected and always feared.  
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Thus it is no surprise in Argentina to see payments of wages to public employees and/or debts vis-

à-vis small providers belated and delayed for months. It is not surprising too to see these waiting 

periods correlated with social unrests and emergency situations where provincial governments have 

to borrow money to banks and/or on financial markets, in order to finance current spendings. This 

large dependance of provincial governments on federal resources explains that their public debt is 

primarily a floating debt that is funded at high cost.  

 

3.2. « Absolute centralization » of the monetary system, shortage and high cost of credit 

 

Another element in the conundrum of provincial public finance is the shortage and correlated high 

cost of credit for poor peripheral or impoverished Provinces. Their economic dependance towards 

the federal government is not limited to fiscal transfers, but is extended to federal monetary policy. 

Because this monetary policy is hypercentralized, the monetary regime being managed exclusively 

in relation to the exchange rate regime and macroeconomic stability, economic interests - public and 

private - in the peripheral provinces are not taken into account. This exogenous constraint on 

provincial finance and local economic development is more or less hardened according to periods, 

since it depends on the type of management of monetary policy and the institutionnal design of the 

financial system. In the Austral and dollarized peso periods, credit was a priori easier in the first, and 

more costly and restrained in the second.  

In the Austral period, provinces were assisted by a provincial public bank through which they 

could have access to short term credit that these banks could rediscount at the Central Bank. But as 

soon as the rediscount of the Central Bank was more restrictive, as it has been for instance the case 

after 1987 when the Austral was confronted to a renewed very high inflation, this source of short term 

credit could be closed or become much more costly. Anyway, through this kind of financing, 

governments were transferring their structural problem of liquidness to their banks, and the 

consolidated accounts of the provincial public sector were not improved. So the device only allowed 

for a better short term smoothing of public debt payments. 

In the dollarized peso period, the argentinian Central Bank (BCRA) was transformed into a kind 

of currency board and forbidden to issue credit money. Moreover after 1995, most of the Provincial 

Banks were privatized and no more inclined to directly finance provincial deficits at low cost, and 

hard budget constraints were put in place. Provinces had to go on more costly financial markets and, 

for that, could not do anything but to back their loans on their revenue-sharing resources. Provincal 

debt’s burden clumb faster than ever, and their capacity to pay for current expenses declined. It is 
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precisely what occured in Tucuman between 1996 and 1999 when the Governor wanted to get rid of 

the bocade (chapter Th2). 

But shortage and hight cost of credit have also a second - indirect - impact on provincial finance, 

one relative to the difficulty of funding local economic development and, consequently, the 

enlargement of provincial tax base. Julio Olivera (1992) links this problem to the « absolute 

centralization » of the BCRA in Argentina.  

For Olivera, economist internationally known for its distinction between active and passive 

money, on the « active » side of monetary supply the « monetary base multiplier » changes according 

to the provinces, since the growth of monetary base is inequally distributed among them, an inequality 

reinforced by the diversity of provincial economic situations. Thus, if a province is in a state of either 

underemployment, or full employment, growth of the monetary supply will stimulate either 

production, or inflation. Moreover, depending on the presence or absence of regional active and wide 

monetary and financial markets, the mecanisms of monetary transmission will either lead up in the 

productive economy, or be limited to the financial sector.  

On the « passive » side of the monetary demand stimulated by changes in prices and wages, there 

is also for Olivera, even if employment rates are equal, a regional differenciation of the capacity of 

monetary institutions to respond to demand, if they are spatially inequally distributed.  

Eventually, for him, 

« the decentralisation of the political power and the decentralisation of the economic authority, the political federalism 

and the economic federalism, are the mutually complementary terms of the constitutional binomial concerning relations 

between the Nation and Provinces. » (Olivera 1992, 17)  

  

 Therefore « a rational monetary policy must take into account regional differences », and « the 

best way to do so is to decentralize the Central Bank », given that  

« the optimal degree of decentralization of the Central Bank is not the same for all countries and depends on the size 

of the territory, of the regional diversity, of the financial organization, and of the types of monetary policies 

implemented. » (ibid., 9) 

 

After examination of different actual types of Central Banks, Olivera states that the argentinian 

one « functions as a totally centralized organism » despite its federal juridical statute that should 

constrain it to take a decentralised form (ibid., 14). Thus, instead of its « absolute centralisation » that 

is at odd with the federal Constitution of the country, the BCRA should be administratively 

decentralized, according to « the size of the country and the magnitude of its interregional 

differences. » (ibid.) 

From this analysis, it can be deduced that structurally, argentinian peripheral provinces are 

confronted to monetary policies and a geographical distribution of monetary institutions that do not 

fit their economic needs and the stabilization of their public finance. From there the fact that local 
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business classes have been generally supporting the « currency finance » (Ferguson 1956) that 

provincial governments, in great shortages of national currency and credit, get accustomed to rely on. 

 

3.3. States of political emergency and provincial States’ initiative to issue local currencies 

 

Shortage of State money from the top, shortage of market money from the bottom, public 

spendings mainly composed of inelastic social expenses (education, health, security) and politically 

difficult to reduce due to threatening street pressures, uncertainty and discretion in the federal delivery 

of tax transfers, autonomous tax revenues difficult to expand due to weak domestic markets and 

production deprived of an adequate access to credit money and investment, here is the set of factors 

composing the structural conundrum that is susceptible to develop in a vicious circle of cumulative 

and unsustenable provincial indebtment and then bankruptcy, and that hopefully issuance of tax 

anticipation bonds of small denomination circulating as paper money promise to resolve.  

But how can it be possible for provincial government to issue paper money while it is mainly 

thought as forbidden by the federal Constitution (Gallo 1988)? How is it possible to observe 

effectively such paper monies during quite long periods without decisions of the federal Supreme 

Court or modifications of the Constitution? Why «  federal interventores  » designated by the federal 

executive power to substitute temporally failing or too much corrupted Governors, do not stop these 

monetary experiments of provincial state money when they are in office, but to the contrary resume 

or initiate new emissions, as it has been at least twice the case : in 1991 in Tucuman where the 

interventor Julio Cesar Araoz relaunched the issue of bocades in dollarized peso to replace the 

bocades in austral (Chapter Th2) ; in 1999 in Corrientes where the cecacor was launched by the 

interventor Ramon Mestre who, previously as Governor of the Province of Cordoba, had created in 

1995 the cecor (Théret and Zanabria 2007)?  

The usual answer to these questions is that it was tolerated because of the very small amounts of 

money concerned. But this argument, if it can make sense for economists and international monetary 

authorities as IMF and the World Bank (World Bank 1990, 77-78 ; World Bank 1996, i, 2, 8, 11), 

does not fit with the fact that the federal State was actively participating to the issuances through both 

its « interventores » at the provincial level as seen above and, during the crisis of the dollarised peso, 

the federal ministry of finance in person, Domingo Cavallo, the father of the convertibility plan of 

1992 who was back in office ; in 2001, after having urged the Governor of the Province of Buenos 

Aires to issue the patacon, he also decided to issue at the federal level his own quasi-money, the 

lecop.  
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Thus it seems more acurate to take into consideration three other arguments. The first is that, as 

soon as it was supported by the provincial legislative and juridical (Supreme Court) powers, the power 

of the provincial executive to infringe a Federal Constitution that required the authorization of 

national Congress to issue money was legitimized by the character of emergency and urgency of the 

situations in which the quasi-monies emerged.  

The second is that the Constitution contemplates only two forms of money, the « coined » money 

and paper banknotes. Direct printing by the Treasury of paper money backed by taxes is not explicitly 

considered. Thus the interpretation of provincial currencies as a money that is not juridically 

legitimate is not as straightforward as it seems a priori. 

 The third argument assumes that the federal behaviour of benign neglect or active complicity can 

be understood more easily if we take into account that the provincial quasi-monies are not in 

competition with the national money but complementary to it. As soon as provincial issuances of 

small denomination bonds do not « restrict » the circulation of federal currency, but rather 

complement it in politically delimited spaces, they can be perceived positively by federal executives 

whose monetary policy is therefore not threatened but rather improved. That’s precisely what occured  

when «  the money supply in pesos dropped from $15,056 million to $10,960 million during 2001 », 

and « the total issue of quasi currencies, $2,900 million, replaced over half the loss in the money 

supply in the latter part of the year » (Douthwaite 2005, 21).  

The situation is different with issuances of credit money by provincial States through their Banks 

that may be partly rediscounted at the Central Bank ; in that case, the money issued is of the same 

nature as federal money and may circulate on the whole territory of the federation. Generally there is 

confusion between both forms of money. But the federal tolerance of provincial scrips seems to 

express that federal politicians are concious of the difference between the two instruments. The 

federal attitude means that the bocade, publico, federal, patacon and other provincial scrips were 

testimony of a need for monetary plurality and complementarity due to the overlapping geographical 

tiers of public payments circuits. 

Conclusion 

 

The Argentinian experiences of monetary federalism related above display a complementarity 

between a federal legal tender currency and provincial tax tender currencies. As Richard Douthwaite, 

in his report for the Club of Vienne in 2005, had already the intuition, these experiments are quite 

inspiring to tackle the issue of the current eurozone crisis, since they point out a way toward a 
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monetary system that would overcome this crisis without falling into the deadlocks of either present 

generalized austerity policies, or breakdown of the monetary union (Théret and Kalinowski 2012 ; 

Théret 2013a, b ; Théret, Coutrot and Kalinowski 2015). Such a federal monetary system should 

combine an all-purpose federal currency and unit of account – the current euro - circulating across 

the whole European Union and abroad, and member-states-issued CCs backed by their own fiscal 

ressources and denominated in euro - the federal unit of account and exclusive legal tender.  

Monetary federalism is thus designing a way out of the prevailing dichotomic debate between 

carrying on a single monetary policy combined with fiscal austerity policies, or coming back to single 

national monies combined with competitive devaluations, both like-minded « single 

currency ». Promoting a monetary federalism in the EU, inspired by the most recent argentinian 

experiences, but also by the successful tax anticipation scrips of the US cities at the start of the 

nineteen thirties, as well as by the currency finance of the american colonies and confederated states, 

would allow to preserve the euro as a common currency and unit of account without depriving 

member States of issuing fiscal CCs circulating within their boarders and maintained at par with the 

euro. It would be both a logical and historically founded way of « reinventing monies in Europe » 

(Dodd 2005). 

Where national goverments would be able to build trust and confidence in their CC, such a truly 

federal monetary system would be efficient and resilient as we show in Chapter Th2 below where we 

come back with more details to the case of the Tucuman bocade. By examining precisely how it 

functionned and evolved, we demonstrate that this CC has been useful and successful by both 

reducing the Province’s public debt, and pushing its economic growth contracyclically without 

creating structural inflation and/or CC’s depreciation. Moreover, this outcome was obtained despite 

unfavourable fiscal conditions to sustain the CC’s parity vis-à-vis a federal money which was, in 

addition, very instable or, to the contrary, extremely rigid. Thus if plunged by its creditors into a 

desperate austerity policy supposed to reduce its public debt but in fact increasing it, a EU member-

State would engage in a tucuman type of strategy, it would be in easier conditions than Tucuman to 

succeed, since it would have the entire control of its fiscal policy and would suffer a softened 

convertibility constraint on the CC. Moreover, to give legitimity to what could be a unilateral 

innovation for improving the living conditions of its population, this member-State could mobilize 

the principles of subsidiarity and variable geometry which are still at the core of the EU Constitution. 
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