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SUMMARY  

 

The current thesis looks into the fiscal decentralization developments that took place in the recent 

history of Romania being particularly focused on the economic benefits it generated at the local 

level and the political costs that might be attached. It starts with a thorough literature review that 

critically assesses the benefits and side-effects of decentralization while also presenting 

decentralization models used in European countries that are, to some extent, similar to Romania. 

To put things into context, it also provides a detailed description of the past developments and 

current situation of decentralization in Romania. To assess the economic benefits, it uses an 

econometric growth model that tests the relationship between fiscal decentralization and local 

economic growth in the 42 Romanian counties, including Bucharest, between 2000 and 2015. 

Results suggest that the current fiscal decentralization system is not growth-enhancing as there 

seems to be a wrong assignment of expenditures and revenues between the central and the local 

governments. Nonetheless, an increase of the local fiscal autonomy might reverse the negative 

relationship and lead to significant local economic growth. To analyze the political costs, the thesis 

uses the data of a survey experiment undertaken in Romania’s two largest city, namely Bucharest 

and Cluj-Napoca. Results suggest that the citizens’ support for fiscal decentralization is lower 

compared to their support for political decentralization. Both reforms seem to be more popular in 

ethnically heterogeneous areas. These results are very important for the practitioners who need to 

find a balance for the reform in order to maximize the economic benefits while complying with 

the preferences of the citizens. This thesis is among the first studies of this kind undertaken in 

Romania and can open the way for further empirical research on the topic of fiscal decentralization 

and its impact at the national level. 
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