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Abstract 

 

There is a vast literature on economic cycles and policies that can either encourage or limit them. In this 

paper, we analyze the fiscal policies in Romania in recent years. Most authors support the idea that in developing 

countries, such as those in Central and Eastern Europe, where Romania is located, there are multiple pro-cyclical 

policies. We want to see if in Romania, taking into account the period of economic reconstruction after 2007-2008 

and continuing until the shock caused by the situation with Covid-19, we can identify these pro-cyclical policies and 

what would be their effect. The methodology starts from Frey and Schneider's (1978) approach. We are testing the 

Efthyvoulou (2008, 2012) model, which argues that the adoption of fiscal consolidation policies in pre-accession to 

the European Union period has not prevented the emergence of political business cycles but has reduced the partisan 

effect on fiscal policy outcomes. The goal of this paper is to identify if there are pro-cyclical fiscal policies in Romania 

during last 30 years. 
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Introduction 

 

The term "political business cycle" (PBC) is used to describe a cyclical fluctuation in fiscal policies induced 

by the timing of elections. The direct cause of the PBC can be explained by the opportunistic behavior of the rulers: 
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politicians in power, regardless of their ideological orientation, try to use fiscal policies focused on an increase in pre-

election spending to please / attract potential voters in order to and maximize your chances of re-election.  

The literature on these political-budgetary cycles has its origins in the works of Nordhaus (1975)1, Lindbeck 

(1976)2 şi MacRae (1977). Opportunistic politicians use the possibilities of manipulating the state of the economy 

according to the Phillips curve and choose those measures that maximize the chances of re-election, more precisely, 

artificially stimulating the economy immediately before the elections, and will try to eliminate the inflationary effect 

through a post-election recession.  

 The first work dealing with the politico-budgetary cycle is that of Rogoff and Sibert (1988)3, which propose 

a model of adverse selection, which emphasizes the idea of competence (ability to manipulate the economy) along 

with asymmetric information. Rogoff and Sibert start from the Nordhaus model and add the hypothesis of rational 

behavior. The political-budgetary cycle is explained by the existence of sufficiently complicated measures to be 

understood by most of the electorate, so that politicians succeed, at least temporarily, in misleading voters. The 

proposed model assumes that every politician has a high or low degree of competence regarding the ability to minimize 

spending for a more pronounced effect, this degree of competence being considered confidential information: only he 

himself knows his ability. The electorate wants to choose the person who will maximize the expected utility and will 

be able to appreciate the incumbent politician in terms of the results of the economy. Before the election, the politician 

with higher powers will signal this aspect through lower costs than in the case of a politician with a lower degree of 

competence. This behavior leads, in the case of a competent politician, to a politico-budgetary cycle with significant 

differences from the one predicted by the model presented by Nordhaus (1975). Rogoff4 (1990) resumes studies from 

1988 and presents a similar model in which it is emphasized that the more competent a politician is, the more he will 

prefer visible programs and transfers over costly investment projects and tax cuts.  

 Shi and Svensson5 (2004) refer to this model as adverse selection type model and it cannot be decisively 

confirmed by empirical evidence. For example, since only a competent politician can manipulate the economy before 

the election, only he will be able to be elected, which leads to a lack of information to be able to test the models of the 

political-budgetary cycle. 

 These shortcomings do not apply to the new generation of models of the political-budgetary cycle, presented 

by Persson and Tabellini (2000)6, and by Shi and Svensson7 (2006) – models also known as moral hazard type. The 

hypothesis on which these models are based is that, firstly, neither the electorate nor politicians are aware of the latter's 

powers, and secondly, the rulers may use an unobservable tool or, at the very least, unobservable in a timely manner 

to voters, instead of signaling evidence of competence. For example, if we were to consider as a measure of 

competence the ability to transform budget revenues into public goods, an unobservable tool directly by the electorate 

could be intensive indebtedness in the run-up to elections, which leads, economically, to an increase in the budget 

deficit. It is noteworthy that, unlike the models of the adverse selection type, in these models all politicians, regardless 

of their competence, can generate politico-budgetary cycles and thus can test the empirical implication for all 

governments, regardless of country or situation of a party (governing, or in opposition). 

  Several empirical studies, both at the national and multinational levels, have highlighted the existence of 

these electoral manipulations of fiscal policies. However, the econometric models applied, the size, the composition 



of the factors considered (expenses / savings) and the effect on the electorate vary significantly from one study to 

another. Moreover, the fact that data from different types of countries are used only makes it more difficult to 

demonstrate the existence of a common fund for these political and budgetary cycles.  

 Considering these aspects, studies have recently appeared in the specialized literature meant to answer the 

question regarding the location of the politico-budgetary cycles and the intersectoral variation of their effects. For 

example, Shi and Svensson (20028, 20069) showed that the magnitude of these cycles is higher in developing countries 

than in developed ones, using panel-based studies from 85 countries from 1975-2005 and that this difference is 

supported by two institutional considerations, in this case government spending to maintain the power and access of 

the electorate to an independent media.  

 Similarly, Gonzalez (2002)10, who examined the relationship between the level of democracy (more 

precisely, the costs of changing government) and the extent of political-budgetary cycles for 43 countries in the period 

1950-2000, showed that, in practice, the political-budgetary cycles are stronger in countries with a medium level of 

democracy. 

 On the other hand, Persson and Tabellini (2002)11, using data from 60 democratic countries from 1960-1998, 

provide evidence that there is an influence of electoral regulations on political-budgetary cycles (majority model 

versus parliamentary model). 

 These studies show that there is a cut in pre-election taxes in all countries analyzed, but post-election fiscal 

corrections (spending cuts, tax increases) are present only in presidential democracies. Brender and Drazen (2005)12 

suggest that these results appear because there are few electoral moments in the "new democracies", fiscal 

manipulation has a higher degree of success due to the lack of experience of the electorate regarding electoral policies, 

or lack of correct information, which is available to experienced voters in the old democracies. 

 The presence of political and budgetary cycles in the European Union has attracted a great deal of attention 

from researchers over the last years and remains an interesting topic of study. On the one hand, the fiscal policy of the 

members of the European Union is restricted by the Stability and Development Pact, but on the other hand, it is the 

only instrument left, at least in the Eurozone, to manipulate voters' perceptions before the elections (monetary policy 

is no longer a variant due to Monetary Union) and therefore the existence of politico-budgetary cycles is somewhat 

questionable. Empirical evidence is also contradictory.  

 In his empirical study of 14 members of the European Union from 1970-1998, Andrikopoulos (2004)13 failed 

to find a regular electoral cyclical component of fiscal instruments. On the other hand, Buti and Van den Noord 

(2003)14, Von Hagen (2003)15 and Mink, and De Haan (2005)16, based on fiscal behavior in the period 1998-2004, 

showed that the disciplines imposed by the Stability and Development Pact are insufficient to dampen the temptation 

to use some manipulative fiscal instruments before the election.  

 However, the result is not confirmed by Warin and Donahue (2006)17, who showed that the implementation 

of the Maastricht Treaty and the Stability and Development Pact prevented the emergence of political-budgetary cycles 

in 1993-2005. Although these studies have yielded some interesting observations, the results obtained are not 

representative of the enlarged European Union nor of the current development of the European political and economic 

environment. Specifically, none of these data series used contain references to the newly acceded states, and therefore 



information on inter-sectoral variation in the size and composition of political-budgetary cycles is very vague (e.g., 

variations between new and old democracies or between euro countries and those in the process of joining the single 

currency). 

 Moreover, the studies presented above consider the timing of elections as an exogenous variable (e.g., 

elections take place every 4 or 5 years), use a unifactorial model or unifactorial trend elimination procedures (von 

Hagen, 2003; Buti and van den Noord, 2003; Andrikopoulos, 2004) or focuses on determining the electoral effects on 

the general budget deficit (von Hagen, 2003; Mink and de Haan, 2005; Warin and Donahue, 2006). 

 Another important limitation of the existing literature on politico-budgetary cycles is that it does not capture 

all the political repercussions and does not define a closer approach to the reality of the react function of the rulers in 

the run-up to the elections. The models of the political-budgetary cycles assume that the electorate evaluates the rulers 

only based on the state of the economy and, implicitly, they consider that it is enough for re-election to signal their 

competencies / results through specific fiscal policy measures. Although the state of the economy matters significantly 

in the formation of electoral options, there are other non-economic factors (for example, the fight against terrorism 

and crime, how to solve various socio-political problems, the management of international relations, and, more 

recently, the fight with the Covid-19 situation etc.). Although the "importance" factor is an element that induces 

heterogeneity in the formation of political decisions (Rivers, 198818; Brody, 199119), we can assume that the initiatives 

of politicians to influence the economy in general and fiscal policy are also determined by the non-economic vote", 

translated by the impact that non-economic situations have on the voting decision. 

 At the same time, a correct definition of the react function of the rulers must include the uncertainty regarding 

the election results, estimated from the information available close to the elections (for example, polls). As Boix and 

Strokes (2007)20, point out, where there is high competitiveness (often measured by a candidate's margin of victory), 

politicians make great efforts to mobilize their own electorate, and the electorate pays more attention to politics. In 

other words, when the rulers fear the possibility of losing the election, they are more willing to influence the economy 

to increase their popularity and vice versa, the influence in a certain direction is lower when they are confident in re-

election. 

 There is also the case when losing elections is inevitable (for example, in the event of a political scandal). In 

this situation, politicians may pursue the implementation of ideologically oriented policies, policies that are not 

necessarily popular (Frey and Schneider, 1978)21. These comments lead to the following conclusions: 

(i) the political and budgetary cycles may vary over time, even after the control of fiscal policies mentioned 

above, and 

(ii) the intensity of these cycles is inversely proportional to the importance that voters attach to non-economic 

factors in the formation of voting preferences and directly proportional to the degree of uncertainty regarding 

the outcome of the vote. 

For Romania, a first analysis of political business cycles was presented in the paper of Dorin Jula, (2001)22. 

An exhaustive analysis for PBC in Romania in the timeframe 1990-2010 was presented in the doctoral thesis of Marius 

Nicolae Jula (2010)23. 



 In his paper, Efthyvoulou (2008)24 (2010)25 analyzes the presence of political-budgetary cycles in all 27 

countries of the European Union, for the period 1997-2008, using panel data. The model used is as follows: 

  Yit = α1Yi,t-1 + α2Yi,t-2 + βXit + γPIBit + δELEit + μi + εit, 

where 

 Yit  – is an instrument of fiscal policy in country i, in year t; 

 Xit – is a vector of control variables; 

 PIBit – measures GDP growth in in country i, in year t; 

 ELEit – dummy electoral variable for country i, in year; 

 μi  – country i -specific unobservable effect, 

 εit – random variables (regression equation errors) 

 

 Efthyvoulou (2008, 2010) uses the following fiscal variables, calculated in relation to the gross domestic 

product of each country: net borrowing, total income and expenditure, current income and expenditure, final 

consumption expenditure, total taxes. The following are the control variables: the level of development (calculated as 

the logarithm of the gross domestic product per capita), the shock induced by foreign trade (measured as a deviation 

from the trend of those variables, trend estimated using the Hodrick-Prescot filter), the share of the population between 

15-64 years and over 65 in the total population, the degree of government fragmentation (measured by a concentration 

index, based on the share of parties that make up the government) and the ideological position of the government 

(dummy variable that takes the value -1 for a left-wing government, 0 for a center-wing government and 1 for a right-

wing government).  

 To identify the political orientation of the government, Efthyvoulou (200826:6), considers the party to which 

the prime minister belongs and uses the following rule: right - for right-wing, conservative and Christian Democrat 

parties; left - for the parties that declare themselves on the left, for the communist, socialist and social democratic 

ones; center - for parties that declare themselves to be center-wing, or whose position can be described as center (eg 

parties that advocate for the consolidation of the private environment in a social-liberal context). Also, the variable 

that assesses the ideological position of the government takes the value 0, if the prime minister is independent. 

 Starting from the framework provided by the theory of partisan cycles, Efthyvoulou argues in favor of a 

systematic electoral cycle in fiscal policies (for example, he demonstrates that in election years, spending and budget 

deficits are higher). Moreover, he identified the fact that in the eurozone countries the political-budgetary cycles are 

much more pronounced than in the countries that have not yet adopted the euro. 

 He also discusses an interesting issue, namely that electoral manipulations through fiscal policies are 

influenced by information available on the market before elections. Specifically, he pointed out that the size of the 

political-budgetary cycles is inversely proportional to the relative weight assigned by voters to non-economic issues 

before the elections and is positively correlated with the uncertainty of the election result. For the countries of the 

European Union, it states the following: 

(1) The governments of the countries of the European Union tend to manipulate fiscal policies in order to 

maximize their chances of re-election. In particular, the fiscal deficit increases by 1% of GDP in the pre-



election years and this increase is reflected in the components and sub-components of government spending 

(total expenditure, current expenditure and final consumption expenditure increase by about 0.8% and 0,4% 

and 0.2% of GDP respectively). These manipulations of fiscal policies do not seem to be the result of 

endogenous election timing, nor to diminish with the enlargement of the European Union in 2004. 

(2) Efthyvoulou (2008 :11), argues that the adoption of fiscal consolidation policies in the run-up to pre-

accession to the European Union has not prevented the emergence of political-budgetary cycles, but has 

reduced the partisan effect on fiscal policy outcomes. 

(3) The importance of non-economic factors and the degree of uncertainty in the outcome of elections can 

explain, to a large extent, the large differences in the size of the political and budgetary cycles in different 

countries of the European Union. 

(4) A methodological unitary analysis of the political-budgetary cycles in different sub-groups of countries (eg 

Euro area and non-Euro area) can be achieved by combining fiscal policy data with market information.  

In a study from 2018, Milan BEDNÁŘ 27 analyzed the possibility of the existence of the PBC within the 

European Union, using also dynamic panel regressions. His findings were somehow contradicting the previous 

Efthyvoulou’s (2012) results. Bednář found out that there is evidence of interventions that occur prior the electoral 

year, more specific the structural budget balance being -0.41 lower than the potential GDP. Despite the fact that 

Efthyvoulou stated that there is evidence that countries in Euro zone show signs of electoral effects, Bednář could not 

support this thesis.  

In summary, his findings are: 

- “The structural budget deficit related to potential GDP ratio rises by –0.41 percentage points a year 

before the election year while the standard budget deficit measure increases by –0.5 percentage points” 

- “The groups of countries with the comparatively higher perceived corruption, lower media freedom, 

lower GDP per capita, and lower parliamentary turnout exhibit the strongest PBCs”, and this is the group 

where he considers Romania to be part of. 

 

Methodology 

 

We are testing two hypotheses. First, that there are Political Business Cycles on national level. For this, we 

are analyzing the evolution of the budget deficit after the year 1990.  

The second approach is on regional level and, as the before mentioned authors, we are using panel data 

analysis. The data we used were of panel type, for 41 counties (NUTS-3), grouped in 8 development regions (NUTS-

2). We tested the State Budget Subsidies (SBS),  Local Budget Surplus (SURPLUS) and EXPENDITURES of local 

budgets in electoral years. 

 

For the first model, we have built the following equation: 

SBSi,t/CPIt  = ai + bi·t + c0 + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004  

+ c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 



Where: 

SBSi,t = Subsidies from the state budget, for county i, in year t; 

CPI = consumer price index; 

ELECTION = a dummy political variable for capturing the timing of regional elections, so that ELECTIONxxxx = 1 

in the election year xxxx, and 0 in all other years. 

 

The second model, related to local budget surplus, we used a model like: 

SURPLUSi,t /IPCt  = b0 + b1·t + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004 + 

c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 

where: 

SURPLUSi,t = Surplus in local budgets, for county i, in year t; 

CPI = consumer price index; 

t  = trend variable; 

ELECTION = a dummy political variable for capturing the timing of regional elections, so that ELECTIONxxxx = 1 

in the election year xxxx, and 0 in all other years. 

 

 The third model is analyzing the EXPENDITURES of local budgets in electoral years. The model is: 

EXPENDITUREi,t/IPCt  = b0 + b1·t + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004 + 

c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 

Where: 

EXPENDITUREi,t = Exenditures from local budgets, for county i, in year t; 

CPI = consumer price index; 

ELECTION = a dummy political variable for capturing the timing of regional elections, so that ELECTIONxxxx = 1 

in the election year xxxx, and 0 in all other years 

 

Findings 

 

Political Business Cycles on national level 

 

General elections in Romania were recorded in 1990, 1992, 1996, 2000, 2004, 2008, 2012, 2016 and 2020. 

Until 2004 the presidential elections were in the same years as general elections. After that, there were presidential 

elections in 2009, 2014 and 2019. Starting with 1990, Romania went through a process of transition from the planned 

socialist economy to the market economy. This process involved major institutional changes. Public budget revenues, 

expenditures and deficits were influenced by the gradual withdrawal of the state from the economy and changes in 



financial legislation. Therefore, the impact of electoral political behavior is difficult to separate from the other factors 

that have influenced the various elements in the structure of the public budget. However, we can observe that: 

- the deficit of the national public budget registers extremely local points in the electoral years 1992, 1996 

and 2000. After 2003, the restrictions imposed by the process of Romania's accession to the European 

Union led to the decrease of the budget deficit (Figure 1) 

- the data series on total revenues and expenditures do not record systematic behaviors in the election 

years 

- the evolution is consistent with the evolution of budget deficit in European countries (Figure 2) 

 

 

Figure 1: Evolution of Budget Deficit in Romania (% of GDP),  

Data Source: https://ec.europa.eu/eurostat/databrowser/view/tec00127/default/table?lang=en 
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Figure 2: Evolution of Budget Deficit (% GDP), 

Data Source: https://ec.europa.eu/eurostat/databrowser/view/tec00127/default/table?lang=en  

 

Because for Romania the macroeconomic time series is very short, it is not possible to build another 

econometric model of electoral behavior using time series of the general budget. 

 

 

Political-budgetary cycles at regional level 

 

For Romania, the main problem in the analysis of regional political cycles is determined by the lack of 

regional data with monthly or at least quarterly frequency. This is because local elections are held in Romania, usually 

in the middle of the year. Under these conditions, it is possible that the signals regarding the manipulation of fiscal 

instruments in the first two quarters of the year (before the election date) will be attenuated by the political behaviors 

in the next two quarters, post-election. 

On the other hand, we can hypothesize that politicians use budgetary instruments in order to increase the 

electoral chances in the national elections, which, in Romania, are organized at the end of the year. However, except 

for the continued political rule of the left at the beginning of the transition process (the 1990 and 1992 elections), after 

1992, in Romania there was an alternation in power in each of the next elections (moreover, the winning coalition in 

1996 - CDR, failed to cross the electoral threshold and enter the Parliament in the 2000 elections). As, in many cases, 

the political alternation was registered at regional level (6 months in advance), it came to the situation that in the 

second half of the electoral years cohabiting central governments of a certain orientation with regional administrations 

(county, municipal…) of adverse political orientation. Of course, this situation has mitigated the possibility of using 

fiscal instruments to increase electoral chances. 

Evolution of Budget Deficit (% GDP)

Romania

Euro area - 19 countries  (from
2015)

European Union - 27 countries
(from 2020)

https://ec.europa.eu/eurostat/databrowser/view/tec00127/default/table?lang=en


We tested the existence of regional political cycles in Romania starting from the components of the local 

budget for the data series 1990-2020. The data used were of panel type, for 41 counties (NUTS-3), grouped in 8 

development regions (NUTS-2). Significant results were obtained for State Budget Subsidies (SBS), Local Budget 

Surplus (SURPLUS) and local EXPENDITURES. 

For the first model, we have built the following equation: 

SBSi,t/CPIt  = ai + bi·t + c0 + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004  

+ c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 

 

Results are obtained using EViews, and the equation output is the following: 

 

Figure 3: State Budget Subsidies (SBS) in electoral years. Data source: Tempo Online, www.insse.ro 

Subject to the small size of the data series, from an econometric point of view the coefficients of the electoral 

variables are significantly different from zero, which could indicate the existence of an electoral political cycle. As 

we can see in figure 3, there is evidence of transfers from general budget to local budgets in some electoral years. 

Positive coefficients demonstrate this. The electoral moments 1992, 1996, 2008, 2012, 2016, and 2020. 

The situation in 2000 can be explained by the fact that the Prime Minister position was held by the Governor 

of the National Bank of Romania, politically independent. In 2004, the pre-European accession protocols diminished 

the possibility of pro-cyclical fiscal and budgetary policies to be implemented. 

 

The second model, related to local budget surplus, we used a model like: 

Variable Coefficient Std. Error t-Statistic Prob.  

C 0.004936 0.001043 4.730924 0.0000

T 0.011790 0.000311 37.91704 0.0000

@ISPERIOD("1992") 0.014399 0.000776 18.56325 0.0000

@ISPERIOD("1996") 0.000949 0.000336 2.828089 0.0048

@ISPERIOD("2000") -0.065717 0.001939 -33.89905 0.0000

@ISPERIOD("2004") -0.030486 0.000964 -31.63242 0.0000

@ISPERIOD("2008") 0.084221 0.002205 38.19894 0.0000

@ISPERIOD("2012") 0.004254 0.001274 3.338602 0.0009

@ISPERIOD("2016") 0.008432 0.001469 5.738717 0.0000

@ISPERIOD("2020") 0.005860 0.001792 3.270771 0.0011

Weighted Statistics

Root MSE 0.999533     R-squared 0.726025

Mean dependent var 0.694150     Adjusted R-squared 0.724117

S.D. dependent var 1.804257     S.E. of regression 1.003394

Sum squared resid 1300.784     F-statistic 380.4178

Durbin-Watson stat 2.001651     Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.210923     Mean dependent var 0.199919

Sum squared resid 61.64104     Durbin-Watson stat 0.040028



SURPLUSi,t /IPCt  = b0 + b1·t + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004 + 

c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 

If there is a PBC in the analyzed data, then we anticipate that in the election years the surplus of the local 

budgets is reduced, so the coefficients c1… c7 are negative 

Results are obtained using EViews, and the equation output is the following: 

 

 

Figure 4: Surplus of local budgets in electoral years. Data source: Tempo Online, www.insse.ro 

All the coefficients are statistically significant with a confidence level exceeding 99%. With the exception of 

years 2008 and 2016, all the coefficients have the anticipated sign (“-“), suggesting possible signs of political influence 

in the fiscal policies. 

 

 The third model, regarding the EXPENDITURES of local budgets in electoral years, is: 

EXPENDITUREi,t/IPCt = b0 + b1·t + c1· ELECTION1996 + c2·ELECTION2000 +  c3·ELECTION2004 + 

c4·ELECTION2008 + c5·ELECTION2012 + c6·ELECTION2016 + c7·ELECTION2020 + ei,t 

We expect positive coefficients in electoral years, signaling the increase in the local spendings in order to 

maximize the re-election chances. 

The results obtained using EViews, are: 

Variable Coefficient Std. Error t-Statistic Prob.  

C 0.001731 5.45E-05 31.73987 0.0000

T 0.000217 6.45E-06 33.63867 0.0000

@ISPERIOD("1992") -0.002305 6.99E-05 -32.95576 0.0000

@ISPERIOD("1996") -0.002474 8.35E-05 -29.62772 0.0000

@ISPERIOD("2000") -0.003650 0.000113 -32.16125 0.0000

@ISPERIOD("2004") -0.000976 0.000108 -8.999919 0.0000

@ISPERIOD("2008") 0.004523 0.000373 12.12705 0.0000

@ISPERIOD("2012") -0.011971 0.000814 -14.70540 0.0000

@ISPERIOD("2016") 0.011363 0.001388 8.184796 0.0000

@ISPERIOD("2020") -0.009619 0.001326 -7.251383 0.0000

Weighted Statistics

Root MSE 0.991093     R-squared 0.582306

Mean dependent var 0.546910     Adjusted R-squared 0.579392

S.D. dependent var 1.434289     S.E. of regression 0.994928

Sum squared resid 1276.946     F-statistic 199.8208

Durbin-Watson stat 2.012558     Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.070102     Mean dependent var 0.004863

Sum squared resid 0.308728     Durbin-Watson stat 1.323820



 

Figure 5: Expenditures of local budgets in electoral years. Data source: Tempo Online, www.insse.ro 

 Again, all the coefficients are statistically significant with a confidence level exceeding 99%. With the 

exception of years 2000 and 2004, all the coefficients have the anticipated sign (“ + “), indicating possible signs of 

political influence in the fiscal policies. In 2000, the Prime Minister was politically independent and in 2004, the 

policies were influenced by budgetary constraints imposed by the need to comply with European integration criteria 

 

Conclusions 

 The main conclusion is that there are signs of fiscal policies meant to influence the economy in electoral 

years. This is in accordance with the quoted literature. The Romanian economy may be regarded as an emerging one 

and the transformations suffered by the society when moving from planned economy to capital one can be reflected 

also through some manipulative fiscal policies. The politicians in power tend to use the available options in order to 

improve their chances of reelection. The young democracies are more exposed to manipulative measures than old and 

experienced ones. 

 In Romania, it is difficult to create extensive econometric models regarding fiscal policies or any other 

policies, because of the short timeframe. So, the analyzes on national level suffer from this data shortage. 

Moving to local elections, we identified signs of fiscal interventions in budget transfers form general budget 

to local ones, in local budget surpluses and in local budget expenditures. There were econometric and statistic 

significant coefficients supporting the idea of economic manipulation in electoral years (except for 2000 and 2004, 

mainly because of the political independency of the prime minister in the former case and the need to comply with the 

accession policies in the latter). These findings are somehow in disagreement with Efthyvoulou’s results, meaning 

that in Romania the pre-accession constraints reflected in a decrease in pro-cyclical policies. 

Variable Coefficient Std. Error t-Statistic Prob.  

C 0.004936 0.001043 4.730924 0.0000

T 0.011790 0.000311 37.91704 0.0000

@ISPERIOD("1992") 0.014399 0.000776 18.56325 0.0000

@ISPERIOD("1996") 0.000949 0.000336 2.828089 0.0048

@ISPERIOD("2000") -0.065717 0.001939 -33.89905 0.0000

@ISPERIOD("2004") -0.030486 0.000964 -31.63242 0.0000

@ISPERIOD("2008") 0.084221 0.002205 38.19894 0.0000

@ISPERIOD("2012") 0.004254 0.001274 3.338602 0.0009

@ISPERIOD("2016") 0.008432 0.001469 5.738717 0.0000

@ISPERIOD("2020") 0.005860 0.001792 3.270771 0.0011

Weighted Statistics

Root MSE 0.999533     R-squared 0.726025

Mean dependent var 0.694150     Adjusted R-squared 0.724117

S.D. dependent var 1.804257     S.E. of regression 1.003394

Sum squared resid 1300.784     F-statistic 380.4178

Durbin-Watson stat 2.001651     Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.210923     Mean dependent var 0.199919

Sum squared resid 61.64104     Durbin-Watson stat 0.040028



Further analyses should expend also these models, by including new data, but also to test different models 

including political ideology, national and international contexts, vote-popularity function, Covid-19 fiscal policies and 

the political impact. 
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