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Starting from the conviction that at the momere thcal government finances a
leading role in regional development and the fim@nphenomena have an impact on
economic, social and political developments | waterested in relations between local
public finance, decentralization and regional depelent policy. This explains the choice
of the thesis, whose title is "Public finances lauad regional development.

For the modern state, public finance, especialballmnes, are no longer just a
means of managing revenues and expenses of adatioist but above all a means of
local authority intervention in the econonfyhat is why, studying the tools, techniques
and methods by which local government may intenverthe economic life of the entity
may be a matter of actualitBeing aware of the complexity of this problem Iypfdcused
on several directions, which | considered priostyategies for sustainable development,
setting objectives which lead to a reduction irgnal inter regional disparities by showing
the value of local and regional potential.

Combining fundamental theoretical aspects, witllissiand practical analysis, the
paper is structured in six chapters, of which thst fthree were aimed at addressing
regional development issues in the European Unmahoair country and in the last three |
focused on the role of public finances, on the neegkform the budget process and make
the best use of financial control.

To achieve the most relevant analysis of regioraletbpment policy, th@rst
section of the paper entitledTheoretical basis for regional development and
architecture" (pages 5-26) we used as a starting point the theoretical antcagtual
evaluation of regional science, whose origins weehalentified in the economic and
social, classical, neoclassical and Keynesian gk

Analyzing the five schools of economic thinking oegional development, |
recognized so many ideas, which created the theaketpproach to regional development
issues and outlined possible ways in which demamdbe stimulated and controlldgiach
design has more or less emphasis on differentbdasawhich it seemed relevant at a time
of prosperity or poverty interpretation of regiom&ionomies, thus providing a wide range
of ideas.

The interpretation of the level reached in develepinsetting goals for regional
development and especially the solutions proposeddhieving these objectives were the
subject of several theories which | appreciatetht@sesting to look into.

How economic development in terms of progress ams$gerity is inextricably
linked to territorial organization and evolutiontbe geographical area called "region”, on
this notion | focused on this term, following iternceptual and applicative evolution.
Regarding Europe, | noticed that in terms of legialtus, the term region as the term
regionalization, cover very different political aadministrative realities.



The way we find in the EU countries diversity e§ional and local administrations
| exemplified by presenting the "European Expemencf regions and regional
development, which allowed me to get an overviewissies facing the region, the
advantages and disadvantages that it has in onemayother.

The comparative study of regional and local adrnai®ns in the EU revealed
that:

+ We witness a very heterogeneous landscape of egiodh their development level,
Europe is composed of a veritable patchwork ofaegjithat have evolved and developed
differently and at different speeds;

+ The disparities between regions are a consequdrsaveral factors: different rates
of development of regions, the uneven distribut@ntechnical infrastructure within
countries and social development of its poor, deaqolgc imbalances, the existence of
natural factors and different economic resourcesfone region to another; the different
ways of behavior, from one region to another of ldeal initiative and the spirit of the
urban-household.

In my attempt to complete the study of regionaledeyment policy, | consider it
necessary, as time second chapter - " Economic and Social Cohesion Policy of the
European Union (pages 27-55) to address economic and social cohesion polieywttich
includes among its instruments of regional develepinat Community level interventioh.
wanted to bring into question an area currentlyanrabnsolidation: territorial cohesion as
an expression of balanced development, consistehtharmonious planning, in terms of
economic activities, social, facilities, accesdipiand environmental quality, the existence
conditions Living and working field for all citizenwherever they are.

In the conditions of the economic and social cahrepolicy of the EU is closely
related to European integration a parallel presemtaf the main steps towards cohesion
and integration processes has allowed me to doiessa& findings and formulate several
conclusions:

+ each step of the process of achieving economicsaoidl cohesion is an expression
of European solidarity and a requirement for ecanorefficiency and global
competitiveness;

+ improving economic and social cohesion is actuallyorollary of a single market
without internal frontiers, and the benefits ofealarged market created by the removal of
all barriers preventing free movement of goodsyises, people and capital should be able
to reap all the equally;

+ Not all Member States and especially not all regiohtheir components are well
equipped and prepared to face increased competititile new environment created, the
less developed regions not being able benefit plpffem the new conditions.

| also considered important to analyze how, reguriat and reference documents
adopted at Community level (Community Strategic delines on Cohesion 2007-2013,
the Integrated Guidelines for Growth and Jobs 22083 OPs) and authorized institutions
(Committee of the Regions - CoR Directorate Gen&ralRegional Policy - DG Regio,
Regional Development Commission - kings, EuropeankBof Investments - EIB) allow
the implementation of regional policy measures.

The result of the analysis was that, on the omal hall the regulations, programs,
guidelines and strategic lines adopted ensure &atteke regulatory framework and
necessary in the implementation of regional develqm policy and structures created
advisory, legislative or executive permit applioatcohesion.

Because the process of reducing disparities aetigitiening economic and social
cohesion, the EU has created the financial cortidbhs of member countries, Structural
Funds and Cohesion Fund, their approach we usaslat starting point in identifying the
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role that these funds play in supporting economit social restructuring of regiond/e
found that, the last wave of enlargement has cafledquestion the thorniest issues on the
usefulness and effectiveness of Structural Fundgeving economic convergenégom
the theoretical point of view, the use of EU furaddeast two major implications, closely
interlinked: first, generate substantial economiovwgh ("growth boost"), on account of
increased demand for certain goods and servicatedelo the sectors receiving investment
and, secondly, reduce disparities (“catch-up pr&¢eson account of infrastructure
development and human resources.

From studying the new Member States in the pressice have concluded that the
absorption of EU funds requires an effective adstiative structure, a coherent legislative
framework, an inter-ministerial coordination andeiminstitutional, but also effective
management, through all phases specific to theranaging, implementation, monitoring
and evaluationFor Romania, the lack of strategic parts, weakr@ssdministrative
capacity and limited budget available for co-finagchave fueled the main concerns of
local authorities in accessing funds.

We can appreciate that, beyond the debate ontigffezapacity of absorption and,
respectively, correct and effective use of EU fynasl prospect of an effective and
efficient institutional reform throughout the comyaappears to be extremely valuable.

We cannot end the chapter on the policy withouassessment of disparities and
imbalances in inter-regional and intra-regional elev of economic development in
European community countries, assessment that &€ nimdugh an analysis of GDP value
per capita, considering it the most relevant indigawhich is, in fact, based on policy
decisions regarding the allocation of Structural ndgi and other financial
instrumentsAnalysis revealed several aspects, some of theatdpaical, namely:

#following the January 1, 2007 accession to the Fema Union, Romania and
Bulgaria within the EU, the territory increased &%% and 6.3% the population, but the
Union's GDP, measured in terms of purchasing petardard, only increased by 1%, less
than any other previous expansion;

#from a general point of view for the European Unithve period of 2006-2008 has
been beneficial, occurring approximately equal galaf GDP per capita, with a maximum
in the case of Luxembourg (253 PPS, the perceraégg) average) and a minimum in
Bulgaria (PPS 40);

#regional disparities are greater in highly devetbpeuntries such as Germany,
France, Belgium, Austria or Great Britain;

#+ 43% of the income and 75% of investments in reseand innovation focuses
only on 14% of European territory, the so-callesitpgon between London, Hamburg,
Munich, Milan and Paris.

Therefore, if we are to reduce regional disparitres more sustainable level in a
reasonable time, the policy continues to be essetdi support regional development,
particularly in new Member States and new EU regliopolicy, must be based on
diversity, opportunities and challenges offeredhs/regions of Europe.

The third chapter, entitled” Regional Development Policy in Romania" (pages
56-109) | considered to be particularly important in therlw architecture, while the
regional development issues is a relatively redestiory in our country, the Romanian
widening regional disparities mitigation measuresiluafter the start of EU accession
negotiations.

The chapter begins with an overview of steps tdieRomania to the definition
of the eight development regions, followed by aalgsis of levels of socio-economic
development of our country compared with other Ebuntries, Romania's regions
between them, but also in other parts of Europe.
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The study revealed a number of problems facedadbly Romania as a whole and
each region, in particular:

2 an increase in newborn rate and a negative balfineeernal migration, having a
negative effect on the educational system and ksetarrity system;

> an employment rate of the population by 12.6 pasgpoints below the Lisbon
strategy forecast and a doubling of the numbemefployed (in August 2009 versus the
same month of previous year),

2 an underdeveloped transport system having alsooa quality, with the highest
traffic in the EU (165.8 tone-km/PIB) versus the Blkrage of 106.8, the effect being an
overload existing transport infrastructure;

2 a GDP per capita of only 45.8% of the EU 27 (Romasithe penultimate position
of the EU27 average, ahead of Bulgaria) and abregilevel, only half of Romania's
regions had a higher GDP per capita than the redtererage.

How Romania has ensured the construction and operaf the institutional and
legislative support necessary for regional develepnpolicy was another topic discussed
in this chapter. We also analyzed the strategic gpetational documents that Romania
was ready to establish development priorities, $oayon assessing the impact of the use
of structural instruments in regional developmeniCase where has been used the
Hermine Model (to assess the NDP 2007-2013).

The conclusions | reached following the study edional development policy in
Romania were that:

+ Regional policy in our country arose exclusively nweet the availability of
financial assistance from the European Union;

&+ although currently there is this formal framewoukgcertainties remain about the
management capacity of the assistance and espdtialeffectiveness of monitoring and
surveillance mechanisms;

+ Regional policy as a political phenomenon in thditipal public was put in
contrast with Romanian national idea, for whichramains a rather nebulous subject.
Perhaps the reason why public authorities prefertdg establishment of eight
development regions which do not provide an arganmertheir development and are
obviously trying to avoid historical criteria;

4+ pre-access instruments have remained an exercispulitic policy towards
accession, the size of their "learning” is pertthpsmost important;

+ whatever view you take, must be underlines the fhat economic and social
cohesion policy is a "value free” policy, but regsi an explicit choice on the overall
economic;

#+ The priorities proposed for future convergence,ioma competitiveness and
employment, and the territorial cooperation, areambheto optimize efforts to reduce
disparities in the Community. In this sense, redg¢he number of structural instruments
and their objectives can only be a positive develoqt for the efficiency of cohesion
policy.

Given the role and functions of public financesha procurement and distribution
of state resources it needs for its tasks, | censd necessary to address the issue in the
context of thefourth chapter - " Public finances and their role in the Romanian
economy" (pages 110-136).

In presenting the evolution of public finance, véadentified the key concepts
raised in the literature, their forms of represeotaand the elements that characterize
one form or another.

Starting from the principle that public finances all the work done in the public
sector of the economy | considered necessary detlaiat: What is and what is not

4



public?We found that, in its development, the public sechas seen three paradigms:
one liberal, one of the social welfare and anothe of leadership, none of the three
forms not remaining uncontestdeintering more into detail in the subject of the
supporters, the promoted ideas, arguments and @@ugtments | learned some general
conclusions:

2 The involvement of the state in the economy is @essity for any economy, but
also a possibility;

A forms of state involvement varies from country ¢miatry;

# public sector coexists with the private sector, ifiesting complementary
relationships and/or competition;

A Public choice is not always cost-benefit analysisdal on giving priority to ethical
principles and not automatically to the efficiency;

= social problems of security, income inequality, edy, healthcare,
macroeconomic policies and measures require aqcidiracter;

= The functioning of the public sector is not perfestcounting for failure itself, that
society can improve by a change in the governmeniterference by a private or mixed
intervention.

In addressing the concept of public sector, | warb present the phenomenon of
decentralization, where | treated these two formaspely self-government, which regards
all the powers of state - legislative, executivd &gal power that the central government
delegation, which is achieved through administetivdecentralization and
devaluationThe arguments for and against decentralization q@menon we have
examined three models of governance: absolutelyralerdecentralized and partially
decentralizedThe conclusion drawn was that decentralization marseen in the public
sector:

+ providing expertise in tax matters in regional amchl administrations, with the
purpose of introducing new taxes and the grantihdaoilities to power the central
government restriction on fiscal stabilizers (in@tax and consumption taxes);

&+ autonomous decision making in the current publipeexiiture management by
local governments;

+ Local governments having the power to decide amdraball public investment
programs that do not concern the national leivehding through grants budget is not
subject to the approval of value and technical patars of public works by the central
government, but the condition of economic efficignc

+ The competence of local and regional elected pubéicvice delivery, with
restrictions only in respect of: national qualitpredards and technical reliability and the
non interference with market mechanism.

Entering into the details of the local autonominahcial independence and
territorial administrative decentralization was imated by the fact that the local state
representative as manager of public resources pamardial role in the development of
key regional projects and the administration StmadtFunds.

Territorial administrative decentralization, as thasic framework of development
strategy should ensure a profound change, but ghead and distribution of powers
between elected officials and powers between laa#iorities and statéchieving such
mutations involving the first approximation in acéetralized structure and organization
of the various territorial entities, changing distition of public powers conferred
missions between those assumed by the state, abaod territorial level, and those
granted to local authorities. It is needed the @ase in the freedom of managing



municipalities, county institutional mutation andrisformation in local authority areas,
having the same importance.

| believe that the transfer of power should natseaa withdrawal of any abilities
of decentralized communities instead, they musvigeothem with powers in November.
That is not to seek a redistribution of tasks betwstate and local current, but to give
local authorities new missions, which have so feerbexercised by the staWhile the
transfer of powers should be without prejudice ng eule of the state, but must make it
possible to devote more of its fundamental missiefeted to national sovereignty.

Inthe fifth chapter of the project Reforming the budget process - the
imperative of regional development" (pages, 137-167) as a conceptual approach of the
concept of budgetary process, the actors involwebdudget preparation, but especially,
the role that local budgets have in their capgeigyning and management tools, | found
it necessary to show a practical example of howisgpamounts deducted from certain
income of the state budget can balance local bsdget

Using the budget implementation of Harghita count2008, | applied the criteria
set by the current legislative framework, the rebeling that if administrative-territorial
units with a low per capita income tax, in balagcihe state budget shares be allocated
larger amountsMoreover, it is the role of the budget process,vijpled that the
distribution amounts from the state budget to take account objective, true and correct
based, so as to ensure a reduction of imbalandegé&e administrative units within the
territorial districts.

| continued the practical study with an analysisiational and regional level of
development revenues and expenditures of local éigdgwvhich provided relevant
information on regional development and local lexatl the degree of autonomy of a
Community. this context, based on the budgetaryampntation of national and regional
level, with a customization level of the Harghitauaty, | calculated various indicators,
which have established the dependence of locabatiés, the degree of self-financing,
investment capacity, noting that :

+** in Romania the share of own revenues in total neesf local budgets increased
in recent years, from 21% in 2003 to 42% in 2008 4%% respectively in 2002009
saw a regression such, local revenues accountetitférof their total incomel his trend
is a consequence of changes in legislation thatvell the decentralization of various
sources of income;

+ same trend also applied to amounts deducted fremViT, which if in 2003
represented only 31% of total local revenues, thleare reached a maximum of 52% in
2006 and in 2009 the value achieved is 41%;

++ | found that the South-West region, recorded theekt share, both revenue (8.8%)
and expenses (8.9%) at regional level in total maee but also expenditure in the
county.At the opposite, Bucharest region is maximum upl88% in respect of the
income, 18.7%, respectively, in relation to exp&um;

++» dependence of local authorities is manifested mstrsingly in the case of the
North-East region (with a difference between thecpetage of their income and the
amounts deducted from tax in total revenue, of &), dalf of the regions of the country
are above the national average prevalence in &te Btidget transfers;

| reached the same conclusion from the analysisatpnal level of the share of
their revenue in total local spending, "the degoéeelf-financing” of local authorities
registering a maximum 51% in 2007, a visible imgnarent over 2003 when it was only
21%. Regionally, the lowest degree of self-finagciryou will find in the North-East



Region, with 31% followed by South-West and Souttnich is below the national
average, 49%;

% Analyzing the "expenditure rigidity" | could deteme how limited is the
autonomous decision of the local government auiberin prioritizing spending. | found
that, for 2009, average whole county increased f5&%% to 43.8% in 2008 and only
40% in 2007, adversely affecting investment in ipafar;

| also calculated the "capacity investment” (thdoraf capital expenditure and
total expenditure) in order to see the whole codatds allocated for development in a
budget yearl found such an upward trend in investment spendingng 2006-2008,
followed by a dramatic decrease in 2009, when walwere below those recorded in
2006;

*» The analysis took into account a comparison betwieercounty administrative-
territorial units (municipalities, cities, commufesn terms of their level of self-
financing, meaning that each entity has capacitycdwer expenses on their income
account. The research showed that, cities arendisth from other types of entity,
reaching a high of 52.7% self-financing in 2009, the county council, which has
consumed about 17% of the county - two times tleading of five cities, with the same
capacity for self-financing with them.

All these findings allowed me to conclude that:

# although the fiscal autonomy of local governmerats substantially increased the
effectiveness of transfer of responsibilities wasiausly affected by the lack of
administrative capacity, in particular low level atvenue collection and the
unpredictability of revenue sources;

#+ Regarding the budget expenses | have identifiekegsssues: the over spending
of the central government, the lack of clarity xpenditure assignment and frequent
changes in distribution costs;

#+ There is a substantial lack of capacity to impleimand manage development
projects, especially if they include a componentahmunity participation.

Starting from motto: "Who does not punish injusticommands that it be done"
the approach to tHeFinancial control - local public finance management tool" (pages
168-219) | considered it appropriate the last chapter the thesis, given the role that
knowledge is control by state, local governmenhatrities of how material and financial
resources are managed by public entities to obtainspend public funds.

In this chapter | focus on how to organize andr@ge the control of public
money, the way all the methods, procedures andaaeichniques allow monitoring of
local and central management of budgetary resouBsesxemplifying both strategies,
but also the performance of the most importantrobstructures / Audit, NAFA (through
fiscal and financial control, Financial Guard) aB@A, we tried to highlight strengths,
especially those weaknesses that require improvemen

Considered for a long time wrongly and casuagranfof financial control, for the
audit, 1 have spent a part of this chapter, espgammw that tends to take place in our
country and he deserves the role of law in procksslopment and improvement of
economic entitiesAs an alternative and complementary financial aantr approached
all sides: both the internal audit - leverage thedamnization of financial management,
financial audit - which provide reasonable asswarggarding the financial statements,
audit of performance - open judgments and integbicets based on reasonable
arguments.

Following my analysis | determined that the currgystem of control / audit face
many drawbacks:



+ failure of financial control and taxation by notptementing control programs of
all thematic actions required by law or those higk-areas;

+ disorganization and failure of proper financial woh and often overlapping
functions with the preventive control of delegapedventive control;

#+ there are overlaps in terms of financial contraictions of various bodies and
hence create the image, among the control and ameari@us international organizations
or foreign investors, there are too many finangiatitutions and control devices are not
warrants;

#+ unequal development of different forms of contret&use they are not organized
and monitored individually;

+ The conduct by the external auditors of financé@hvties and internal audit of the
controls, due to their extensive trend to repléeeinternal control.

In these circumstances, to improve the level oftr@d quality | consider
necessary:

» improve current methods of control through theaddtrction of electronic control
and indirectly, and by developing new areas of i@nt

» the improvement of the risk analysis, which is thesis of the selection of
contributors with a high fiscal risk, which are cked with priority, and their inclusion in
a database which should contain not only quantéadiata but also qualitative elements,
with the possibility of accessing it in real timerh the entitled persons;

» The implementation of a monitoring system and iheeatation of the information
held by ANAF, CCR and ORC.

| considered that for improving the quality of caiaudit of the public resources,
it could be assured on one side an increase ibutigetary income and on the other side
an increase in the efficiency in maintaining théripaony of the territorial administration
units.

Compiling this work | tried to catch the theoretiparts, but also the applied part
of the relationship between the public finances tedproblem of regional development,
my approach being able to represent a challenge aandncentive for additional
documentation in this domain of interest.



