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INTRODUCTION

In the contemporary society the state is preseatyg/here, in politics, economics and
social activity. Public resources come from différeources to fund state’s current needs. In a
market economy the state may be analogous to @y ®itich is subject to economic activity for
providing public goods and public services. Thiewdd ensure the functioning of the economy and
a favorable business environment correlate to dweldpment of country. To accomplish its goals,
the state is entitled to obtain financing from #ndisat receive goods and services. Public revenues
policy is restricted to all decisions that a statees to ensure the necessary financial resoukrss.
action that is taken to substantiate the need dibtip funds is based on the analysis of the state's
role in providing public goods and services. Tlaeshas more then one leverage for intervention in
the economy, but the one which ensures the bestiness and income redistribution is taxation.
Taxation, although it will never enjoy the poputgriis objectively necessary. The problem is to
design a tax system that reduce loss and achieva ggjuity objectives at a certain time. The need
of revenues collected from taxpayers to cover puitipenditures leads to an objective tax burden.
A psychological component is attached to the ohjggtof tax burden.

The reason for choosing this them@®UBLIC FINANCIAL RESOURCES
POLICY IN AN INTERNATIONAL CONTEXT - ALTERNATIVES AND IMPLICATIONS" ,
was the fact that the subject of how public autiesiraises financial resources necessary to their
activities is a matter of debate, both within th@estific community, but especially among
politicians. Public revenues are often a bone ait@ation among public authorities, all the time
there is a problem of public money given by theited nature. Public funds raise interest of all
citizens actively involved in animating public fimgal system. Like many others, we classified as
ordinary taxpayers, interested in how public moasyused by the state. The research during PhD.
studies was the opportunity for understanding gfstesn of public resources in Romania, but also
the opportunity to investigate whether the tax exsy of other countries are an important
determinant of the gap which separates us from tieertonomic development level.

The topicality of research theme is given by thpartance of public revenues policy and by
the reforms in this area for the economic develagnoé any state. Debates are open regarding the
optimum size of the tax rate, the tax techniques sfould draw for economic growth and social
welfare. Moreover, Romania’s accession to Europseuctures brings new challenges in public
finance in general, and in public financial res@san particular.

The research purpose is to highlight strengthsveeamknesses of public financial resources
policies and the opportunities to improve publicereue’s sources by making a comparative study
of the Romanian fiscal system with a different sgstem across the world. Besides this main goal
there are other three derivatives purposes: tlentioin to design the tax revenues in Romania by
an econometric model, to study the level of taxrogation and to use benchmarking technique for
tax matters.

We appreciate that the innovations of our scientiesearch derives from the main
objectives that we have proposed in each chapdollaws:

0118 Identifing the main factors of fiscal revenues #wyalyzing the intensity of correlation
between tax revenues and a panel of economic itodga

01,8 Econometric modeling of tax revenues in Romaniagushultifactorial linear regression;
0,18 Analysis, as a budgetary approach, of the ownipdinlancial resources system, at central
and local level in Romania;

0..,@® Study on strengths and weaknesses of alternativesblic financing (domestic or foreign)
by borrowed resources, at central and local level;

0.3 ldentification of future funding alternatives diet EU budget since 2014
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0318 Numeric quantification of the level of elasticityat tax revenues have to a change in gross
domestic product, in ceateris paribus conditioos Huropean Union countries;

03.@® Development of a multifactorial instrument for reeang the optimization level of a
country's fiscal and budgetary policy meant tovallmmparisons over time for the same country;
033® Analysis of fiscal policy decisions taken by the@rkanian government to revive the
economy due to international economic crisis aspared to the measures taken in this sector by
other countries from Europe;

0418 Shifting the notion of "benchmarking" from privatector to public sector and its adaptation
to public finances, proposing its use as a comgarimethod to identify best practices in
international taxation;

0428 Making a public benchmarking of public revenuei@eb in Romania and France in order to
identify the features of public revenues policy ghicreates, or not, financial performance in
France and their level of acquisition and adaptattothe conditions from our country.

Within each chapter it can be identified a numbérsecondary objectives as follows:
summarizing the objectives of fiscal policy in Rarn@aafter 2000 under government programs,
analysing the psychological factor which determittes dynamic of tax revenue, presentation of
defining features for the indicators used in anlymis of public revenues; research the trends in
dynamic and structure of state budget revenuedy sin financing local budgets through transfers
from the central level, analysing the capacity ablgc authorities to finance by capital market,
centralization of taxation techniques at EU leaglalysing the dynamics of tax burden in Romania
and the European Union, studing Romania's positioninternational tax competition and the
appreciation of its capacity to combat competingntoes, studing the concept of benchmarking.

Particularities of the proposed research is founids purpose and specific subject, in the
objectives which were set, research methodolodyllig in accordance with them. The mechanism
of proposed research appeals to a wide range ditajivee and quantitative research methods,
among which are included fundamental and appliedstigations on the current policy of public
financial resources from Romania, the literaturéiene by accessing the bibliography literature
(books, reports, articles, studies published iarimdtional databases, statistical yearbooks, indlet
of the Ministry of Finance, National Bank of RomanEurostat, European Commission, OECD,
IMF publications, etc.), modeling to create an rmstent to measure the level of tax optimality.
Research methods, that were used, also includersigstinalysis, comparative and comprehensive
approach to the topic investigated, according éoptoposed goals and objectives. We used in the
paper, whenever necessary, mathematical and st@tistethods, such as econometric modeling,
static and dynamic comparative analysis, correlasinalysis, methods of induction and deduction,
the graphical representation of investigated datta, In the fourth chapter we used a case research
method involving a comparative analysis of publinds formation policy in Romania and France.
Own contributions to the field under study are preeed throughout the research work.

Research theme covers a wide spectrum of issuesecong the formation of public
money, which always occupied a central concerntatesrepresentatives. Resources are used by
policy-makers to remove various imbalances emergingociety. Increase ever faster in public
spending entails to the identification of new reases and to the improvement and diversification
of methods and techniques used to mobilize finhmesources to the state budget. Socio-economic
mission of public finances is met only by creatiuplic funds by all economic sectors and citizens.
Throughout history, the structure of public funds/é diversified, it has evolved, it changed the
share of different structural elements. We belighat state revenues have great importance not only
as budget amounts, but also through the influeheethey exert on the country's economic and
social activity. The revenues must be built to state economic and social activity, to accomplish
quantitative and qualitative performance of ecomoimdicators, to balance the development of
economy sectors. Financial policy design tax antemfpublic revenues not only as financial
resources supplying public funds, but as instrushaitich influence economic and social processes
in relation to the country's economic situation abgectives for development. Thus, we insisted on
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the interdependence between fiscal policy, mongtamyrency, income, market and income policy.
In achieving its objectives, the state faces thi®viong problem: available financial resources are
limited and their use is competitive, leading toetheed to use them effectively.

The following chapters are distinguished in thesibie

The first chapter, entitledFINANCIAL POLICY AND FINANCIAL MECHANISM OF
PUBLIC REVENUES” deals with public financial resources in terms tbeir theoretical
determinants, insists on the need and role of puiiancial resources, but also on factors that
influence their evolution. In this first chapterssrprising that revenues policy has two components
of tax revenues’ policy and non-tax revenues’ polstarting from the structure of public financial
resources can be considered two main categoriesglpaesources attracted through tax system or
through public debt. The act to pay taxes is a hadskgation of every citizen. It is understood tha
no one can place an economic activity in isolatioms interdependent with the activities of other
citizens, so every one of us must contribute toftenation of public money according to the
wealth acumulated over time. To this, could beealdthe need for a mutually beneficial for both:
state and citizens. Besides the conceptual notidnsh are present in the first chapter, it can be
identified a technical component, such as an ecetracrone. We intend to select the factors that
influence tax revenues in a sample of 40 EuropeaiorJcountries (EU) and Organization for
Economic Cooperation and Development (OECD) anchéasure the intensity of the relationship
with tax revenues. Add to this the intention to €lep an econometric model to predict the time
evolution of Romania's tax revenues. To this end, areated a multifactorial linear regression
based on independent variables gross value addgdcament account balance, the dependent
variable is, of course, tax revenues.

01.1.# ldentifing the main factors of fiscal revenues bgnalyzing the intensity of
correlation between tax revenues and a panel ofremmic indicators;

Analysis of factors that influence tax revenueshe EU and OECD was performed using
correlation coefficients. Testing the bivariateretation between changes in tax revenues in the 27
EU Member States and a range of 15 causal fac@msschmpleted a division of variables that
determine the evolution of tax revenue into thragegories: significant factors of tax revenues such
as gross domestic product, net national incomeitasagross added value, average gross earnings,
current account balance, less significant factofsinpome tax as employment rate, public
expenditure, public debt and foreign direct investin and non-public income factors such as
unemployment, population, money and interest ratesleposits and loans. Before the data to be
processed were tested econometric assumption afiahadistribution graphs, skewness, kurtosis
and stationarity and autocorrelation of time ser@srrelation coefficients were obtained after data
series were corected by stationarity and aftergeliminated autocorrelation by differences oftfirs
and second order.

The movement of capital from Western Europe tot@érand Eastern Europe is even
evident in our analysis. Member States such asaRiay Slovenia, Romania, Latvia, Lithuania,
Hungary,Bulgaria are particularized by a strongitpas correlation coefficients between foreign
direct investment undertaken within their countngl daxes collected by the authorities. Attracting
foreign investors can provide a complete altermatovinsufficient public revenues. Another feature
identified in the Member States in Central and &asEurope is the importance of fluctuations in
exports and imports of goods and services on taenge of the state. It is obvious that the less
developed countries face negative trade balancehwdxtends annually its sold. The data series
used in the present analysis are time series caydhie period 1995-2010. This period provides
data for all 16 variables for all 40 countries gmat. This selection does not eliminate the lack of
data for certain countries or variables, especthibse in the category monetary factors. Softwares
used for data processing and statistical analysiSBSS 18.0 and Eviews 4.1.
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01..# Econometric model of tax revenues in Romania usimgultifactorial linear
regression;

The analysis undertaken to accomplish the prelyausin objective allowed us to achieve
a selection of independent variables to createiphelltegression econometric model for estimating
tax revenues in Romania. Selected independentblesian the model are: gross added value, gross
average wage and public spending, with positiveetation, and current account balance, with
negative correlation. The use of cronogram as gcaphnalysis reveals the absence of seasonality
and cyclicity in data series for any of the vareablTesting the hypothesis of normal distributibn o
data series was done by determining the skewneassamosis of 5 variables. It was found the
existence of asymmetric series for all variableduided in the model, but they are platikurtic
distributions. Reconfirmation of the previous résulvas achieved by Jarques-Bera test, so the
variables tax revenues, gross value added, govertrempenditure and gross average earnings have
a 55% probability that they are normally distrildieend 97% for the current account balance. It was
considered necessary to test normal distributiothefseries by the graphic method of Quantive
Quantive-Plots and testing the existence of outl{@utliers). For analysing the autocorrelation of
data series were applied autocorrelation functhd@F) and partial autocorrelation function (PACF)
and Ljung-Box test in SPSS. For all 5 variableslyw®al we obtain that the raw data are not
distributed randomly, but they are autocorrelate amtocorrelation was removed by differences of
second order. Testing the hypothesis of stationgtinit Root Test) was done using Eviews
Augumented Dickey-Fuller test (ADF), which led teetidentification of three forms of regression
for all 5 analyzed data sets, more it was continted application of the test for the series of
differences of first order. So, for stationarizedtad series, the series were transformed by
differences of second order. By applying a coirdaégn test (Test Trace and Maximum Eigenvalue
test) it was identified the existence of two cogntding relations between variables.

In the first phase was built a multifactorial lareregression model including the four
variables with series produced by differences aosd order by the "enter" method in SPSS.
However, model testing revealed a lack of staastsgnificance of regression coefficients and the
irrelevance of the initial model. Since the presesgearch is to identify BLUE estimators (best
linear unbiased estimator) and the obtained coeffis are not satisfing our expectations, the
multifactorial regression model was performed byepsvise” method (selection step) on the 4
variables. In these conditions were generated t@lid \inear regression models, the first one with a
single independent variable (Tax Revenues = 0.3@8%5Value Aadded - 64.78) and the second
one, a multifactorial one with two independent &hles, gross value added and current account
balance,Tax Revenues = 0.247 Gross Value Added - 0.444e@uvkccount Balance + 53.176
Average gross earnings and public expenditure bimsawere excluded because they were
statistically insignificant. Student t-test, F testljusted coefficient of determination R2 showed a
significant regression estimators, so we get a gammhometric model. Regression coefficient of
gross value added variable is positive, that cordfithe existence of a proportional evolution of the
two variables. The current account balance hasgative regression coefficient and confirm the
existence of indirect proportional developmentloé two variables. Multiple linear regression of
tax revenues has been tested under the assummifo@auss-Markow model that focus on
multicolinearity of variables, testing normal dibtrtion of errors, testing errors autocorrelation b
Durbin-Watson test and test-Godfrey Serial Corir@talLM Breutch, testing of non-correlations
between independent variables and residuals ahdhiediypothesis homoscedastititby White
test. All these tests were valid which allowed asestimate the amount of tax revenues and to
quantify differences to real values. In conclusithg model is fair enough specified and estimated,
it can be used to forecast, but it can not be dansd a perfect model, but perfectible, unfortynatl
it is basically a statistical approximation. Thene also a number of weaknesses of the model
related to insufficient observations in the dataeseand autocorrelation, unstationarity in thewvr
form, etc. The existence of a slight correlatiobwszn independent variables determine the further
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improvement of the econometric model by developarg econometric model with multiple
equations.

In this chapter we made a comparative analysisahcial policy objectives in government
programs during the 2001-2012. Objectives and adtimection of fiscal and budgetary policy
varies considerably from one period to anothermfrone government to another, and they are
correlated with changes in international macroeognocontext. A first difference that stands
between fiscal policy objectives in the three pasi@f government, is related to the fact that in
2009-2012 fiscal policy in Romania focuse to défieduction and keeping it in targets, given that
the periods 2005-2008 and 2001-2004, the budgetitdefas not a primary objective of fiscal
policy. Another differece pointed out is the atfiéuof the State to the elements of fiscal policg an
the third difference concerns public expenditure, & 2001-2004 the focus is on performance
achieved in the allocation of budgetary resourees?005-2008 on ensuring a transparency in
public spending and multiannual budgeting and iG2R012 the government's efforts are focused
on the drastic reduction of public spending to niesedbligations to IMF.

A special emphasis was placed on psychologicébfdlcat influence the dynamics of public
revenues. Psychological factor takes into accdumttdax morality of tax payers. This is seen as a
social phenomenon that is difficult to explain. Kia about economic problems requires the
involvement of psychological factors, to talk abgsichology it requires economic implications,
therefore there is no contradiction, exclusion @enfrontation between the two. It is accepted the
idea that economic psychology can not successéxibtain the development of business processes
better than economics, but it explains the mostmombehavior of citizens. Previous econometric
investigations were completed to identify a lofadtors that affect moral behavior in terms of tax
payers (such as taxpayer's age, marital statuscatidn, mode of employment, social class,
personal income, religion, type of democracy, comityts confidence in public and government
attitudes to democracy, the tax rate, corruption).eHowever, the level of fiscal morality depends
on the satisfaction of taxpayer to government’soast State's positive actions are designed to
improve the positive attitude of taxpayers to comse pay taxes. A taxpayer has penchant for legal
tax compliance as long as the return of amount$ sadl services provided by the authorities is fair.
Public institutions quality has a strong effect thie fiscal behavior of taxpayers. International
surveyes showed that there is a high level of taxafity in Romania, more than two thirds of the
population is not warranted to circumvent to tayrpant when there is this possibility. Romanians
demonstrate stronger fiscal morality by aging amtha number of years of study increases for each
individual there is a propensity to increase ingaam.

Budgetary policy, in general, and fiscal policy, particular, have played a major macro
economic role. They have become instruments of etagkconomy with the aim of dynamic
economic growth, uninflationary and sustainablele ald generate new jobs along with the
acceptance of structural reforms. The complex obleublic revenues is not limited to activities of
collecting and efficient delivery of public finamatiresources, but must ensure economic growth and
social stability of the whole society. Creating thgblic financial mechanism have favored the
progress of real flows in an economy to achieveotrerall purposes of society.

The research is based on a lot of information dath that are analyzed in the second
chapter, ,BUDGETARY APPROACH ON PUBLIC FINANCIAL RESOURCES'SYSTEM?,
usually during 2000 - 2011. The chapter presemsnaber of trends in the structure and evolution
of public revenues from the state budget, localgetsl and the budget of the European Union.
These are supplemented by a study of internal aterral funding alternatives of borrowed
resources. In the modern economy, the budget ia sohple document where public revenues and
expected expenditures are written over a periodldfmonths, but is a financial plan at the
macroeconomic level. Based on these consideratibashapter begins with a detailed study of the
revenues from the state budget according to budgelkassification by category of income tax and
capital revenues. Figures underlying the conclusierived from the state budget execution during
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2000-2010 obtained from the Ministry of Financetbg application no. 320633/2011 and for 2011
were used preliminary executions published in Andexf the State Budget Law for 2012.
Regarding the system of public resources availablecal budgets, it is intended to develop some
financing alternatives by own fiscal and non-fiscedources, transfers from the state budget and
bank loans or local debentures. Attention was fedusn the destinations of amounts from the
Government Fund of Budgetary Reserve to local gowents, but also those from the national
programs developed by ministries. In this sectioea khave included an analysis of current
development state of municipal bonds’ market in Boia stating the advantages and disadvantages
of this method of financing.

Because in most cases there are recorded disciepdmetween the public revenues and
expenditures, financial policy must target pubBsaurces and ensuring financial stability, balance
to be carried out on behalf of indebtedness. Thigigcof borrowing money by a state has positive
and negative implications, depending upon the dastin of public money and the state’s solvency.
In the second chapter we have covered a multitdd@ternatives that central and local public
authorities have for financing from internationialaincial institutions (International Monetary Fund,
World Bank, European Union, EBRD, commercial baris,), without forgetting to appeal to
Romanian and international capital market. Analysilves the identification of quicker and more
efficient ways for public financing and a study oapital markets’ maturity to cover public
financial needs. It draws attention to the refuhelabature of these extraordinary resources,
reimbursement rates and interest payments lead ioceeased spending, which attracts increasing
taxes, and, if they are not enough, they lead w0 lm@rowing. The public resources in Romania are
interdependent with European financil resource® ifterdependence is materialized in two cash
flows in / out Romania's budget to / from the EUiget. Therefore, the chapter presents the current
state of EU funding sources and the history of Raaia contributions, with the final review of
challenges brought by the new multiannual finanélamework since 2014 and the future of
European funding.

0,.1.# Analysis, as a budgetary approach, of the own palfihancial resources system, at
central and local level in Romania;

The budgetary approach shows that the nationakyatem is the mainstay of the state
budget, taxes collected by the authorities are @B0&o of the resources at their disposal. State
budget funding by non-tax revenues or any otheedypf capital revenues, donations, etc., has an
insignificant importance. The tax system in ourmoy may be analogous to a table with three legs,
the analogy is maintained over a decade. VAT isavix pressure on the Romanian taxpayer,
especially if it increase, which can degenerata neduction of aggregate consumption because of
the higher prices. At present, we can say thaethas been a transformation of the Romanian fiscal
system in a table with four legs represented byevaldded tax, income tax, excise and corporate
tax, the main sources of the state budget.

At local level, building the local budget is a mragnd complex activity for any community
that has an annual impact on the evolution oftinah. We appreciate that the current allocation for
balancing local budgets is far from clear, it igrpited differentiated allocation by subjective
criteria and it does not eliminate political infhae in the allocation of financial resources taaloc
authorities. Although Romanian law provides a folanfor calculating annual volume of transfers
for balancing, financial resources received foahaing are not predictable during the budget year.
We agree that is better that the balancing mecthrasi®uld be carry out directly by the Ministry of
Finance, without the mediation of county councilsansfers of financial resources from central
level to balance local budgets should not exceedntimimum theresholds established for local
income per capita to avoid subjective transfersteims of local funding through programs of
national interest should be performed on the bafsssscore determined for each locality based on a
series of indicators which should not overlook Idssncing capacity.
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The research comes to argue that change is needbéd current way of financing local
budgets and proposes two specific recommendationisis regard. The main proposed measures
are: diversification of revenue sources and difieegion of loan. To reduce the dependence on the
state budget and to increase their financial mpalities’ capacity is desirable a tax policy to
increase their revenues’ levels. Additionally,dtrequired the businesses’ participation to support
local community, just as it happens in Europeanntoes with a high level of economic
development through the establishment of local ¢&x turnover or added value created by
companies. If we look now we can see that the ltaoabystem is a farming local tax system, which
relies on property taxes, no taxes on tertiaryiaddstry sectors as in Western countries.

An existing practice in the world, but which istrmmvered our country, is funding the local
budgets by loans from a public agency which wasiipally built for this purpose. It can been
build this type of structure, which already existEuropean countries. The agency allows public
sector to diversify their funding additional bamahs, even for small towns. Local authorities could
push for creating a local funding agency in orderemove financial intermediation in financing by
local bonds and in order to get cheaper resourtles.working way of this financial structure
requires it to issue bonds to the market investasthe money are re-loaned to local authorities fo
investments. The aim is to obtain low cost of filag and a rating closed to AAA. The Agency is
designed to work as a company and to be treatedd msblic institution in terms of taxation. Its
creation is based on voluntary financial contribatof local communities, plus co-financing from
the Ministry of Finance and other ministries. Thy®etem works in some European countries, such
as Norway, Sweden, Denmark, Finland. We believeé #stablishment of a such structure in
Romania can bring cost advantages for local goventsnwhich do not have financial power to use
the capital market for financing and which do navé other choice than private bank loans.

0,.2.# Study on strengths and weaknesses of alternatimgsublic financing (domestic or
foreign) by borrowed resources, at central and lbtavel;

The need for long-term financing is generatedvlay tauses. First is the need to finance the
budget deficit and the second is given by the @embrtization or reimbursement. Reported to the
first component of the need for long term financiRgmania's consolidated budget cash deficit in
2011 was over 23.8 bhillion lei, meaning 4.35% of R3@xccording to general government budget
executions released by Ministry of Public Finandéesgarding the second component of the need,
at the end of 2011 Romania recorded a total deB2af768.7 million lei, by 14.5% more than in
2010 and 8.8 times higher than in 2000. Therefasag the financial resources of the International
Monetary Fund is a common international practicemgnworld states to cover financing needs. An
analysis of loans from the International Monetaoné during 1984-2011 revealed that over two
decades, only 13 of the 27 EU member states has@ fumding from this financial institution,
including Romania which is a leader. From 1990 tcé&nber 31, 2011 Romania has obtained
financial resources from the International Monetdynd amounting to SDR 12.316 million.
External financing by borrowing from the Internai& Monetary Fund has advantages and
disadvantages. Among the advantages of using ltienal Monetary Fund financing are: increase
Romania's credibility on the international capitalrket, reduce a massive and rapid risk of national
currency depreciation, unloking the funds, increfise transparency of Romania's economic
policies and allow funding to low interest ratescasnpared to capital market financing. Loans
contracted from the IMF are combined in loan paekaigom the EU, EIB, EBRD, IBRD or other
loan forms. The main disadvantage of using the Ib#fAs is the fact that the country is subject to
monitoring to achieve economic and social reforinad the lender requires.

Financing through public issue of bonds is a netywused mechanism in our country.
Analysis of primary market issues of state seasithade after 2005 to 31 March 2012 highlights a
number of 268 bonds prospectus released by Mingdtiublic Finances, of which 31 have been
awarded, and the rest have attracted funds worth3@5 million lei and 6598.5 million €. On
March 31, 2012 Romania had outstanding issued ieswwvorth 80.8 billion USD and 3.96 billion
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€. 27 long-term bonds and 33 Treasury bills areeruly traded on the Bucharest Stock Exchange,
of which 27 have the maturity in 2012. This altéiveaof domestic financing seems to be an easy,
fast and simple way to get public mpney. The disatlge is that it is a more expensive source of
financing than the financial package from the IM¥orld Bank and EU, moreover, as the bond
maturity is higher the cost of financing is highlestability of the laws, financial blockage, regdc
profitability in the economy and high interest st inflation have made the number of public
bonds’ issues conducted in our country to be vewy, Ibut the prospects of development of
Romanian bonds’ market are good. There are somieuwdbweaknesses of this alternative of public
funding on the availability of data which are naffient, there is not specialized rating agencies
to assess bond prospectuses, bonds’ issuers actedfby risk of bankruptcy, default in paying the
principal and coupons, the absence of bond issasstences and the lack of liquidity in trading
bonds on Bucharest Stock Exchange.

Issuance of municipal bonds may be seen as andtegr towards local financial
independence, supported by local decentralizabenause they are repayable solely from locally
collected resources. The main premise of the mpaiddond market’'s development in Romania is
made by the need of local authorities funding. Bt financial crisis, that limited and rised up the
price of bank credit, it gave a further supporttihe development of this type of fixed income
instruments. The 68 municipal bonds listed from 2@ 2011 in Romania amounts to 1219.4
million lei. Now, on Bucharest Stock Exchange thare 20 municipal bonds whose maturity is
until 2030. Thus 30 Romanian communes, towns, nipadiies and county councils have resorted
to this method of financing local budgets, the mgjchave a maturity after 2020. Capital market
allows local councils to obtain financing bettdtdiged to their investments, although issuencescost
are not insignificant and there are numerous fatraal On the market there already is a number of
local councils with a well defined funding strate@ppealing to a series of successive issues of
municipal bonds. As regards the negative aspeatsuoicipal bond issues, first, we must underline
that there is no market history to calculate prabglof default or delay in payments of principafl
this type of loan, the ranking is quite speculatihere is not a reliable benchmark for assessiag t
spread. Secondly, the issue of municipal bondsas®s indebtedness rate and public debt. It also
notes the lack of a secondary market for governngestirities and municipal bonds. In other
words, liquidity is almost zero for these programse to concentration of subscribed packages.
There is no obligation to publish the executiosmmicipal budgets in the Official Gazette. Most
investors look for a reference or risk assessnsametimees the risk of municipal bonds is often
correlated with insolvency risk of local employarsd local national companies.

From our perspective it is necessary a changéinkihg and action of central and local
authorities. They must give up a Romanian budgetgsyem that absorbs added value created by
its citizens. Similar to the Romanian society isiohs that the budget is based on consumption of
financial resources and not on actual productiofinaincial resources other than fiscal ones, whose
production does not require a creative effort. Wegee two solutions to the current situation of
insufficient public money in Romania: the firstees to thrift and performance in available public
funds, there are money, but their management iidiemt, and the second concerns focus on
building activity to create non-tax revenues frowidknds and payments of net profits from public
companies. We believe that public authorities rtedsecome some better public entrepreneurs, that
create added value, create jobs, provide Romam@iupts on the market. It is a long term solution
that does not give the advantage of quick cashuress to the public budget as compared to
increased taxes, the easiest by the way. By thieidgtof a public economic entrepreneurs we
understand the involvement of public authoritieshi@ economy as an economic agent able to deal
with national and international competition of {hr@vate sector, as a public economic entity which
has the advantage of having resources in a stcagegtor (all energy, soil and subsoil depositsl) an
is eligible for European co-financing undertakerivéiges. Our view is that central and local
authorities should channel its actions in threeedions: the first relates to the use of public
financial resources to finance productive actigitand social welfare (education, defense, health,
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etc..); the second concerns the allocation of nawgetunds for investments in infrastructure

through public-private partnerships (road netwogid network, sewerage, water supply, sewage
treatment plants, etc.), and the third focusesumug repartition to do business, bringing existing
state companies on profit, to drop the cheap prmatabns of key companies exploiting natural

reserves of Romania and to create new state coegpamiagriculture and industry, oriented on

profit and quality. Last option is to create futuren-tax revenues collected by the State from its
position of shareholder or as income tax becausieeofiew created jobs.

0,3 Identification of future funding alternatives oftie EU budget since 2014

Regarding the European financial resources poliy,consider that there should not be
postponed the reform the EU budgetary revenue viahig the creation of the new multiannual
financial framework in 2014. Reforming the Commuyniévenues’ system should not involve a
change in the size of EU budget revenues figuresbhsically it is changing the structure, it is
changing the mix of resources. The future alteweatifor funding the European budget are: a new
resource based on VAT that should not be statiticalculated, a financial transactions tax, a tax
on corporate profits due to EU budget and a Eunopea&rgy tax.

Without representing a blueprint for how publicndis are made in Romania, besides
numerous figures and analyzed data, the paper aists in the chapteiINTERNATIONAL
TAXATION - OPTIMIZATION TECHNIQUES AND PROCEDURES" to provide an
multivariate scoring analysis tool for the leveltak optimization in Romania and other European
Union member states. The third chapter addressesorhe specific elements of international tax
systems, but also to elements inciting to discusssuch as tax equity which can be achieved
through tax techniques used by the EU member stifiesevel of fiscal pressure from national and
international view, tax optimization, and finallyet ways in which fiscal policy supports European
countries in their fight to alleviate the globabaomic crisis’ effects and our country's position i
international tax competition. Thematic study ist tiited to graphical analysis, so chapter
includes measuring the tax elasticity of Governmieménue to changes in GDP, in caeteris paribus
conditions, with the intention of determining theredictability. Although the tax optimum issue
was a subject of intense debate, it currently raman imprecise concept. Throughout the paper, it
is detailed the optimum tax theory of Arthur Laféard tested its applicability to the 27 EU Member
States based on Eurostat data series. Optimiamkgystem is an important issue that is today in
attention of many economists and policy makersy@stal policy searching for the tax optimum
may create sufficient revenues to cover public exgare. Thus, we built a tool to measure the
level of tax optimization of a country's fiscal @y, which allowes comparisons over time, for the
same country.

Tax liabilities sparked controversy because @8 the economic interests of taxpayers, the
selfish reactions outweighs their logical reactiansfiscal matters. This makes fiscal policy
decision not always been an easy task, it is raahdifficult process of finding alternative tax
solutions under limited time and international taxnpetition. Fiscal policy decisions often concern
to the principle of tax fairness, regarded as ampeent goal. However, if the tax system is
characterized by inequity there are chances thattakpayers to restore equity by the way of
escaping from tax liability. We believe that fiseaéquality is determined depending on the net
earnings remained available to taxpayers, whiabwmallreception of the tax system as unfair and
shapes a behavior to the payers of taxes.

03.1.# Numeric quantification of the level of elasticithat tax revenues have to a change
in gross domestic product, in ceateris paribus carmhs, for European Union countries;

Analysis of tax revenues sensitivity to changesl@ in GDP between 2006 and 2011
emphasize a positive coefficient of tax elasticityespective of the amounts included in the
numerator, which reflects a proportional relatiapdietween GDP and mandatory levies. In other
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words the two indicators have evolved similarlyt Imot in the same rhythm. In Romania, tax
liabilities are characterized by the predominanicenitary tax elasticity (2008, 2007, 2005, 2004),
but in the past two years there is a high tax seigj 2009 and 2010, and tax inelasticiy in 2006
and 2001. At the EU-27 level, there was observpteaalence of tax elasticity coefficients higher
than 1 for the 16 Member States, 6 states whaends to O and 5 countries with tax inelasticity
coeficiens, including Luxembourg where the coeéititends to 0. From a structural point of view
it can be seen that the most elastic categoriesveinues are the revenues from income tax, profits
tax and property tax, they feel faster and morensé¢ the impact of any changes in GDP (20
countries of the 27 have tax elasticity coefficeehtgher than 1). We cannot create patterns in the
sensitivity of tax revenues to GDP changes, théutems of elasticity coefficients and alterations
of elasticity / inelasticity are not based on aitamy rule, they differ from one country to another
even more and in the same country from one pedahbther. Knowing the form of tax elasticity
Is important in decision making in the fiscal pgliof a country as it allows determining the
development of total tax revenue collected by #rwtral authorities.

03.2.® Development of a multifactorial instrument for mearing the optimization level of
a country's fiscal policy meant to allow compariseover time for the same country;

Although the tax optimum issue was a subject ténige debate, it currently remains an
imprecise concept. Determining the optimal tax ratsubject of much controversy because the
Laffer curve does not provide a clear numericalamsbut rather it suggest a hypothetical optimal
rate of taxation. To find an answer to the questibwhere the European economies are positioned
on the Laffer curve we plotted the 27 cases. Gapiginforce the idea of Gardner, the Laffer curve
is not presented by a linear curve, smooth andax@nén any of the cases. In terms of annual
changes between the two parts of the Laffer cureecan see a steady position in one area or
another only four Member States, three in the asilviss area (Sweden, Lithuania, Hungary) and
Slovenia in the non-economic area. The conclusiares simple: the values corresponding to
optimal tax rate point varies from one Member Statanother, from 48.9% in Denmark to 28% in
Romania; the tax rates related to the optimal @rtpdo not coincide with their maximal values in
the analyzed period, this is true only for four cwoies, namely Estonia, Spain, Portugal and Brjtain
for 23 Member States the value of tax burden asregmtage corresponding to tax optimum point
is lower than the maximum annual tax burden. Roma&ia the Member State that recorded the
lowest tax rate corresponding to the highest l@fdbhx optimality. Graphical analysis of Laffer's
theory is far from reflecting to Romania a smootm@ave curvilinear correlation between tax
burden and tax revenue. Laffer curve for Romaniasists of a series of fragments, i.e. an
alternation of the admissible area to non-admissdyea according to the government and their
fiscal decisions.

To achieve this objectiv we made a scoring anslysiol to measure the level of
optimization of a country's fiscal and budgetaryigyoand to allow comparisons over time for the
same country. Basically, it is a multivariate as@ytool to optimize the level of fiscal and
budgetary policy by use of quantitative data oneseeconomic indicators of tax revenues and
making a score to assess it. Thus, in our viewsalfbudgetary optimal situation is characterized
by a lower tax burden, an annual growth rate dilipurevenues as high as possible, total public
revenues to cover the necessary of all financisbueces of the state, the total public revenue to
assume a small level of dependency on tax leviéavior of capital revenues and non-tax revenues
as dividend or public companies’s profit, budgetaxgcutions in terms of tax revenue to overcome
annual budget estimates, borrowed resources ddesxoeed the 10th part of tax revenues and tax
system based on taxation of profits, earnings aong@grty of taxpayers, increased because of an
increased number of companies/employees in ecomorap increased profit/income of them. The
proposed model for multivariate analysis of optiatian level of fiscal-budgetary policy for
Romania emphasized a value of total annual scdrlalfiof the maximum value. Scores ranged
from a minimum of 2.52 points (50.4%) in 2009 tenaximum of 3.02 points (60.4%) in 2010.
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From an evolutionary perspective it can not be tified a trend in achieving the annual fiscal-
budgetary optimum situation, the level of fiscadgatary optimization has seen successive upward
and downward variations. We believe that Romanjgostioned at a large distance from the ideal
in terms of fiscal and budgetary policy. It is alosely necessary to take measures to reduce this
distance. During the entire analyzed period it wiastified two weaknesses that led to low scores,
i.e. a small share of direct taxes in total taxeraies and insufficient revenues to cover necessary
expenses.

0O3.3.49 Analysis of fiscal policy decisions taken by therRanian government to revive the
economy due to international economic crisis as quared to the measures taken in this sector by
other countries from Europe;

Most countries had to adopt in 2008-2012 a sesfesieasures to mitigate the negative
effects of financial crisis that swept across tlenet. But as ambitious as the government's anti-
crisis programs are in the world, studies show theit real effect in economy directly depends on
government efficiency and on their ability to ifjeesources as quickly in productive means. Fiscal
measures is characterized by failure to countdfectnegative effects of financial crisis without
addressing them in a fully package of measuresdcitmether economic issues. Although there was
applicated a wide range of fiscal measures argis;rihey did not provide consistent support to the
Romanian economic entities affected by the criSkeort term measures such as the VAT increase
and the introduction of the minimum company taxvebto be accompanied by opposite effects as
restricting consumption and liquidation of smalldamedium enterprises. We appreciate that
increasing the tax burden is not the best solutioterms of fiscal policy, but taking measures to
unearth black economy could be. Romanian governmastavoided some tax measures that we
consider appropriate for the current situationun @ountry such as extending reduced VAT rate for
basic goods and services and a range of food, giveduction of taxes’ payment before the date of
payment under interest rate of treasury certifeated securities issued by the Government.

No one can speak of a trend in the anti-crisigafismeasures taken at EU level.
Centralization of major fiscal decisions of Europemuntries led to the finding that 17 of the 27
EU Member States have resorted to personal inc@xecthanges through 36 of fiscal policy
decisions, of which 12 targeted increases in téesrand 24 targeted reductions. Regarding social
contributions, the fiscal responses aimed at cmantax rates for both employees and employers,
and broadening the tax base on which social carttoibs are applied. The EU 14 Member States
took 23 decisions that have targeted tax adjustsneihtompanies profit tax rates. European trend
has been to reduce these rates by percentagesgdmgiveen -0.5% in the Netherlands and -8.9%
to Germany, except for Portugal which share in@éasom 26.5% to 29%. The easiest way to
increase government revenues, if budget is poogjvien by an increase in tax burden through
indirect taxes. In the period under review at Elldhave been 33 increases in VAT rates. Of the
27 EU Member States 12 have not decided to incneagmues by increasing the standard rate of
VAT until 01.01.2012, namely: Cyprus, Luxembourgalkd, Germany, Holland, France, Bulgaria,
Austria, Slovenia, Belgium, Denmark, Sweden, 10ntaoes have not increased the reduced rates.
Instead the four years under review have brougireases in the standard VAT rate from 1% for
the Czech Republic, Slovakia, Italy, Poland anddfid to 7% in Hungary, 5% in Romania, 4% in
Greece and Latvia. Variety of circumstances and itieasures taken make impossible to
recommend a policy that is applicable internatignaDutlining a package of measures should
reflect the particularities of each country, todakto account its economic and social structures,
and institutional factors.

Although necessary, a comparative analysis ofti@xaechniques in European countries
has a static utility because the legislation istainle in most cases. The proposed analysis in the
second chapter involves dividing the major tax gddions as currently practiced by European
countries in certain types of technical systemsaltian technique by a fixed amount is used by all
EU Member States to determine the excises, exakptabbrem duty on tobacco products. For
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example, for alcohol it had found that Member $tatpply two methods of taxation. 24 Member
States of 27 apply the technique of € / hl, of whid states are reporting to the sugar concentratio
hl / ° Plato and 13 Member States make reference bydalcatoncentration hl 7 alcohol, 3 states
apply the technique of progressive taxation bub@sl amount. As a technique of taxation, VAT in
the EU-27 fall in proportional taxation. EU Memb®tates currently use standard rates ranging
from 15% in Luxembourg and 27% in Hungary. Amongraoes with low standard VAT rate is
17% in Cyprus, Estonia and Malta 18%. Denmark andd&n with a standard rate of VAT of 25%
are in the top European countries with the higheatl of indirect taxation, unfair in terms of tax.
Besides the standard VAT rates, countries applyaed VAT rates, so we have 13 states with two
rates, 12 states apply a single reduced rate of \Roland has three reduced, and Denmark has no
reduced VAT rates.

Progressive taxation is the most commonly usednimyme taxpayers. On January 1, 2012
19 of the 27 European Union countries apply it imamber of tranches ranged from two
installments in Ireland, amounting to nine instahts in Greece, the average number of
installments being 4 installments in seven coustrighe technique under discussion is applied for
the company tax, but only 4 Member States use rifethod to standard taxation of corporate
profits. On 01/01/2012, the other 23 EU memberestatse proportional percentage rates ranging
from 10% in Bulgaria and Cyprus and 35% in MaltgntBesis of taxation techniques in Romania
show preference for proportional taxation. Proguessaxation technique was identified only for
two fiscal obligations, namely, taxes on vehiclesl dax on income from real estate transfer.
Between tax systems used in international practmebased system using composite tax rates
accompanied by a progressive tax deductions befst t®x requirements, but is not enough to
constitute a fair tax system. The waiver of prognes quotas forflat tax is considered another kind
of vision of tax equity, although the proportiortak rate do not ensure an absolute mathematics
fairness, but it ensures equal treatment of taxjgaye

Tax burden is quite complicated issue, since tamhmpressure discourages taxpayers to
save and invest. It is desirable that a taxpaysrthat taxes paid are spent effectively in hisrest.

We believe it is necessary that each country hdepd tax burden within tolerable limits for its
citizens, but also be able to meet the basic neknglividuals. Dynamic analysis of fiscal pressure
in our country during the 1995-2011 leads to idgimg a cyclic evolution, correlated with periods
of political color of government and ruling parti€o, after two periods of fiscal pressure boom
2004 - 2007 to 29% and from 1996 to 1999 with aimarn of 31% (1996 and 2004 are election
years), it was that after 15 years, in 2010, the bdarden returned in 1995 at around 27%.
Typological analysis of fiscal pressure highligtite fact that the three categories of tax burden fo
Romania outweighs the indirect tax liabilities heddin the price are the most pressing ones and
most received to public budget. At EU level thesaigradual reduction of tax burden after 2000.
On the whole EU, there are considerable differennethe levels of taxation, taxation rate in
Member States varies from 26.6% in Latvia, 27.1%Romania, 28.2% in Ireland to 48.1% in
Denmark, 46, 9% in Sweden, 43.5% in Belgium, 43id%rance and Italy. While the old Member
States have a balanced share of direct taxesgeatdand social contributions in total, the new
member states are characterized by a low shareirettdtaxes in total tax liability due to
introduction of the flat tax.

Romania can not avoid the pressures of internaliax competition which comes primarily
from the EU European countries, but also from n@miners too. The fact is that our country has to
withstand the tax competition given that publicaeues are considerably lower. Tax system and
the tax rates are factors of attraction of foreigmestors in Romania. Broadly speaking, tax
competition involves application of low tax ratesdttract investment, but it is not limited to this
because not only the tax liability is what concetaday's international economic agent, it is
important the ease and manner in which he paysashkability, including their stability over time.
Reducing tax rates gives a short term advantadestumickly followed by a similar movement in
neighboring countries. The main factor influencthg investment decision of an investor is, in
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addition to the tax burden, predictability of pubdiecisions which is essential in building a sesiou
business plan, on long term, i.e. on five years.

Over the last chaptgPUBLIC BENCHMARKING - METHOD OF COMPARISON OF
PUBLIC FINANCIAL RESOURCES POLICY?” is treated the notion of benchmarking,. We
intend to transfer it from private sector in puldector. The chapter focus on the potential that th
process can play in international comparisons ibliptsector in general, but especially in public
revenues, in particular. Benchmarking is a systenmbcess that aims to identify and understand
the best practices of others and their customizato apply on their own. American literature
recognizes benchmarking as one of the most efiettiohniques for identification and optimization
options to improve competitiveness. Benchmarking liselong learning concept, which makes you
aware that you have fallen behind best practice simwlv you the ways to reduce the gap by
stimulating the process of continuous improveméirisavork. Over the last chapter has insisted on
finding solutions for Romanian public financial oesces policy with the desire to reduce the gap
which separates us from other Member States oEtlrepean Union, in general, and France, in
particular. | chose this topic for reasons of latkiscal benchmarking literature, on the one hand,
and on the other hand because fiscal policy makeair country are in full tax reform and the
examples of European countries could provide adraonk for their efforts. It is added the fact that
a few of taxpayers are aware of the characterisfitax systems of other countries, they belive tha
taxation of their country is often oppressive. Astf instance we identified the main ways of
forming public financial resources in our countbyt in the end of the thesis we studied in detail
the public revenues policy in France and its paldidties using public benchmarking method.

0O4.1. Shifting the notion of "benchmarking” from privatesector to public sector and its
adaptation to public finances, proposing its useasomparison method to identify best practices
in international taxation;

Benchmarking is based on a philosophy of contisumprovement, is an excellent tool for
change management, it identifies performance gagsopportunities for their reduction. A public
organization which adopts a benchmarking orientatimplicitly recognizes that there is place for
improvement and that they can learn from othersacBmarking helps an entity to redefine
objectives, includes an evolutionary manner adade & little better, do a little quicker.”
Benchmarking is based on two ideas: the idea ohileg from others and the idea of learning with
others. They are valid both within organizationsl dretween organizations. We believe that
benchmarking is essential for understanding thedsiegrievances and demands of taxpayers.
Benchmarking helps public agencies to innovateshtange, improve and learn from others. It is
simple and easy to understand and used. There aane &eywords that lead to successful
completion of a benchmarking: flexibility, ease edfecution, willingness to work, moderation in
future goals, commitment and total transparency.céfesider that it is vital for a public manager to
develop a desire for change, seek new ideas outsederganization to achieve a successful public
benchmarking and application prospect of continuitymprovement. For public authorities which
adopt an effective benchmarking, it becomes a daslyity, part of public management. Public
benchmarking is a systematic approach becauselitdies a series of activities that allow managers
to identify where performance improvements arerddsand how they can be made. The fact is that
benchmarking is not taught through lectures oriregpd book, but only by experience, which is not
without risk of failure. Benchmarking in public $ecinstitutions determine the public to wonder
what they can do to provide quality public services

We know that public institutions are accompanigdthigh level of bureaucracy, justifying
the change of current practices and incorporatindem management tools. Benchmarking appears
as a management tool with advantages for the deweot of quality public services. The practice
of benchmarking is a product for both local and t@nauthorities, whose impact must be
recognized in determining public policy sector. Threowledge of best practice can be a good
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opportunity and an incentive one for policy makers,improve performance and even exceed
targets. The public sector of a country dependshendevelopment of public sector in another
country, so interest on international benchmarkiegomes increasingly more used between world
countries. In conclusion, public institutions mbsild a culture of public benchmarking.

To achieve this goal we discussed the concept amguied the potential of public
benchmarking, the stages of this process, the &alyas: and limitations posed, but we also
exemplified some practices in this area. Let's naoer that benchmarking has its price and can
have a considerable cost, including travel costgrandirect costs, it consume time while the leve
of success is not 100%.

By the application of benchmarking for public reue policy in France and Romania we
have shown over 40 features of French public reegngystem. Public revenue of French
budgetary system focuses mostly on the social gtiotesystem, however, in Romania, the largest
public revenues are at central level. France ikgdmmong the European countries with the highest
tax rate that exceeds 40% of GDP, if we take imwoant social contributions, while Romania is
the member state with the lowest tax rate. The rfeture of french taxation system is progressive
taxation by home and by applying the mechanismawfauotient. Imposing the tax home suppose
the aggregate of revenues by taking into accoliaff #x home / tax household / family income. In
turn, deductions and reductions will be aggregatied,taxpayer is responsible for tax payment
responsibility. A tax home consists of: the taxpayenself, the spouse, if married or PACS, and
dependents. Income tax in France is done throughuatient mechanism, which aims to match the
total amount of tax to the contributory capacityeaich tax homehold, varying according to the
number of people who uses family income, it recegsithe superiority of marriage.

The tax system is not only by family, but alsogressively. Progressive taxation (5.5% -
41%) is designed to reduce the income gap betwagmayers, leading to social cohesion and
common prosperity, not intended to egalitarianisinance is customized by the wide range of tax
credits or expenses incurred by the taxpayer tnate partialy derived from tax or taxable income
after application of the tax rate scale. Of these agnsider to be the most important children's
education costs, costs of hiring a person at hoonevdirious activities, union fees and capital
contributions for the establishment of companibke, dosts of caring for a child under the age of 6
years (nursery or at home), costs to reduce enavggumption, cost of the interest for student’s
loans, interest paid on mortgages for first honTése French state apply the technique of "tax
shield", i.e. it can not be taken as tax revenuesenthan 50% of the taxpayer's income, and
taxpayers who paid a higher amount may requesteegmf taxes paid over the limit (income tax,
social contributions tax, housing and land taxésjlike individuals in Romania, the French due
wealth tax and taxes on donations and legacies.

As in Romania, the corporation tax payable by canmgs is an annual tax based on
anticipated payments system, a share of 33.33%bleldhat due in Romania. In the European
Union, Austria and France apply a mandatory minimconporate tax. But France has set a
minimum tax for large companies, whose annual twen@xceeds € 15 million, not as Romania
where small companies owed annually € 500. Freaghldw also provides the following tax
obligations on companies: payroll tax, social cimiiion for solidarity of companies, additional
contribution, sector tax, a tax for learning to @his added an apprenticeship contribution and a
further contribution, a tax for participation torntmuing vocational training, a tax for participati
to the construction effort.

Since 2000 to present, in France the standard ¥&&d is 19.6%. A reduced rate of 5.5%
applies to basic necessities (food, agriculturaldpcts, fish products, firewood, plant protection
products, art, travel transport, equipment for lolisd people, drugs cleared, electricity, gas, water
hotel accommodation, theater shows, circuses, c@aEc.), a particular rate, super-low rate of
2.1% applies for compensated medicines, booksy daillvspapers and certain approved drugs, the
first 140 best performances theater, sales of dmilmaindividuals, etc. 2012 brought a series of
legislative changes aimed the VAT rate. The stahdate of VAT is increased to 21.2% from
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October 1, 2012. Created in 2009, 5.5% reducedwate increased from January 2012 to 7%,
keeping the basic food for some 5.5% by March 2012.

France is financed only by issuing securitiesnEnestock market is characterized by high
liquidity, is one of the best in the world bond kets due to the application some assimilation
techniques. Another defining characteristic of Eregovernment securities market is transparency.
The third keyword that describes the French malketds is innovation. Innovation in the active
management of public debt refers to the range alrges and government securities issued with
an interest rates indexed to inflation. France dumsappeal to international financial institutions
for funding, unlike our country which is heavilynfinced by external loans. In 2011 the French
public debt exceeded 80% of GDP and that of Romar@eded 35% of GDP. Benchmarking
partner has a high level of indebtedness, since 2080 longer met the Maastricht criteria on
public debt limit to 60% of GDP. Financing cost linyrrowed resources represented by the coupon
rates of government securities is obviously higineRomania. This is due to the confidence of
investors in Romanian securities, trust is coreelawith country rating of the benchmarking
partners. According to S&P's, at the end of 20h&, French government securities had AAA
ratings and the Romanian ones had BB + rating.

The local administration of France is organizatbi26 regions, 100 departments and
36,380 communes. The mechanism of financing losalrunities is in the middle of a tax reform
which supposes removing one of the local budgetddees, professional fee, and replacing it with
a territorial economic contribution and compensataue to the negative implications of this
reform. Current financial resources of French laoainmunities came for more than 60% of tax
revenue collected from the population as localdalitexes, as well as other indirect taxes. Trassfer
received from central level to finance current exgrires represent only one quarter of the
revenues necessary to conduct a normal activite. mbst of tax revenues came by taking "the
four” local direct taxes (taxes on housing, prafessl tax, tax on land without constructions, tax o
land with constructions). French tax system is imljstished by the active participation of
companies to the local budget through a flat-rat@rdoution to the added value created during the
fiscal year for companies with a turnover exceedirigh2.500.

The indirect tax revenues are: raising waste tiee for sweeping public streets, municipal
and departmental fee for mines, flat tax on elegidles, seasonal activities faction tax, tax on
commercial surfaces, internal tax on petroleum pcts] tax on insurance agreements, gross
income tax for repairing mechanical, electricity,tievy on casino revenues, fees for use of public
slaughterhouses, sidewalk fees, etc.

Funding is not based on transfers from the statigét as for Romania. Unlike Romania,
policy of transfers from the state budget is maxeified, there are 17 types of transfers that ar
composed of other subcategories of transfers, a& rmombersome and complex mechanism. A
feature of the benchmarking partner is the sitmatiothat the state exempts or cuts local tax that
adversely affects the cash flows on the groundj thethe local budget is given some money to
compensate for various local financial losses. J&me applies to the legislative changes that lead
to reduced collection of resources to local, depantal and communal budgets. 2010 has disrupted
the French local tax landscape by suppressing gsmheal tax and replace it with fiscal
compensation, i.e. transfers from the state budgegarded as a feature, taxation transferred to
local budget suppose the fact that a local govemro@lects revenues for the state budget, then it
reverse some public money in accordance with tmeices rendered. Local borrowing occurs
mainly due loans. There are very few communitiest @ppeal to financing by long-term bond
issues, in general important administration, assRar It is noted that increased competition cause
local financial autonomy, highlighting differencaad inequalities between communities. But the
redistribution of tax revenue is interpreted asgutating factor, as a harmonization of the local
system.
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042,49 Making a public benchmarking of public revenue poles in Romania and France
in order to identify the features of public revensiepolicy which creates, or not, financial
performance in France and their level of acquisificand adaptation to the conditions from our
country.

The goal of our research is not to prove thatgbblic revenues policy in France, and
therefore French tax system, are the best intematipractices and should be taken literally in the
case of our country. But, we certainly do not dispthe France international performance as
compared to Romania’s performance. French practinebe considered better because it has results
and success over time, works well, is innovative adapts to global economic circumstances. The
application in Romania of the French tax system ldidae doomed to failure, because there are
discussed two different levels of economic develepimbut above all, two different perceptions of
the role of state and tax morality. However, waeya that our country has to learn from French tax
practice. A quarter of government revenue policytipalarities of France has a high level of
adaption to our country’s conditions.

After a critical analysis of outcomes of publicveaues’ policy benchmarking in Romania
and France it can be made the following policy psgts to improve public revenues, especially the
the Romanian fiscal system. With regard to peopla®mes taxation in Romania we appreciate
that the family is now more powerful than in Franetich would be a favorable factor for globally
wages taxation by family, but without applying tbemplex tax quotient mechanism. | think it
would be difficult to implement such a techniquecdngse first of all it requires a change in
mentality and tax culture of the Romanians. As Raumaested the functionality of the minimum
annual corporate, we do not exclude testing théamentation of overall wages taxation by family.
It should be applied after completion of the fisgaar under a voluntary regulation statement made
by the head of family. It could suppose paymentsviilsholding monthly and it could take into
account a range of family’s features. This techaiqan be a real support of the middle social class
by applying a system of deductions and tax crasiten calculating salary tax. Deductions could
cover the costs of maintaining a disabled persoglderly living expenses, school fees for children
up to university level, partial deduction of capitantributions to joint stock companies, rental
costs, monthly expenses for nursery, kindergartehsahool with extended hours for childcare by
the age of 10 years, spendings for reducing enerffye house, interest expense paid on mortgage
loans or for buying the first car. When applyingclswa tax relief system it must be limited by
setting a maximum amount of deductions, whetheolabes or as a percentage of taxable income.

As a supplement tax revenue, it may be the intbon of a wealth tax or property tax. The
property can mean the total value of mobile (cgagelry, paintings, art, etc.), the total of real
estate (farmland or near, ponds, forests, lakeselpvacation homes, etc.), deposits in banks and
long-term equity capital of legal entities, owngdabperson in the country or abroad. We consider a
annual tax rate should not exceed 1% and shouldpipéied to higher fortunes of € 750,000.
Another proposal involves to cap total annual diteges to 50% of the yearly gross income as
French model. l.e., the Romanian state should maaaly collect as direct taxes more than 50% of
total income of taxpayers. The category of direges for applying this technique in Romania can
include wage tax, social contributions, taxes omdings, land tax, tax on vehicles. Taxpayers may
be entitled to reimbursement of taxes paid in exoéshis limit.

In the field of corporate taxation, a proposal @dmat providing relief, total and / or partial
of corporate tax for newly created company or fmmpanies that create jobs. We consider to be a
good practice to grant total exemption in the fysars, and partly degressive in the last years. It
should be implementated the application of tax itsefbr company's training expenses for
employees, but also for certified organic farmesgpahding on the number of hectares cultivated
bio. Punishing the companies that retain sociatrdmtions to employees by withholding and do
not pay them to the state budget. This can be dgremnsidering the unpaid taxes as undeductible
expenses to calculating taxable profits, which leaohcreased tax base to which is applied the tax
rate. Application of corporate profit tax ratesdifferent sectors, replacing the minimum annual tax
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idea. These could be applied to certain areas wheréncidence of tax evasion is high. An other
one could be the sanction of companies that dgebpaid students practice at least 1 month, with
a percentage tax of 0.5% of gross monthly salang fu

It were identified three "good" practices in theich sphere of indirect taxation, practices
that can be applied to the Romanian fiscal systeamely: application of reduced VAT rate for
food, passenger transport, electricity consumptigaiter gas, increasing excise duties on alcoholic
beverages and the introduction of excise duty shareated drinks, a tax on advertising on radio,
TV and Internet.

We believe that, in terms of funding by borrowedaurces, France is not an example to
follow, because it is a highly indebted countryen®0% of GDP, which strives to reduce debt.
Romania should devote their efforts by the appbeabf internal measures to reduce external
resources provided by international financial tosibns. To increase the attractiveness of issued
securities a state may provide a good interestoatempete with that offered by companies, but its
disadvantage is the aim to reduce the cost of AgadBut it may issue securities with tax exemption
for their owners. Romania should make efforts taerease secondary market liquidity for
government securities to attract foreign investors.

Local funding is done by the same means in battest In terms of local taxation, it seems
not to be a viable option an additional tax levyboiilding collected by local budgets for the siate
the practice of establishing the maximum local tates according to the national average rates.
Instead, it may grant partial tax reductions ordlgax for lands affected by natural disasters or bi
cultivated. We also propose additional tax sanctibthe owner of uncultivated farmland during 3
consecutive years. In terms of local budgets fimandy external resources we appreciate
Romanian local government practices as viable,opong money shloud be made on reasons of
cost of financing. The fact that the Romanian mipaicbonds market is growing it can only make
us happy. The technique used by benchmarking pattnéncrease the level of local financial
autonomy is direct taxation of large companies ddpey on the value added created by them. For
this, in Romania may resort to introducing of a taxturnover of local companies, as the French
model of regional economic contribution.

Above all, budgetary transparency and performarantation should be borrowed from
the French practice. Transparency of budgetarymmition takes the first place in France because
there are many related documents accompanying bpabkc finance law. The tax institutions are
an unbiquitous actor in the tax game. France has aecontinuous organizational reform in recent
years. Modernization, efficiency and accessibiligve become words and slogans of tax
administration that wants performance and listetméotaxpayer.

We manifest a certain reserve on the level of esgdn implementing these measures
because we have no objective way to test theiri@plity and the reaction of taxpayers can not be
anticipated without estimation errors. The only vi&yo implement by legislation, and if there are
positive effects it may continue, but in the oppmsituation is going to eradicate them. A key step
of benchmarking process is acceptance of discregmfound between the two public policy. For
implementing a set of such measures it should lavery good plan of action to underpin long-
term vision. This vision should materialize in thest instance by setting functional goals that
before the actual implementation should be simdlatkeir statistical effects. The public
benchmarking can not be held individually, but migad in national research institutes. Moreover,
for starting some practical activities such as ¢hpsoposed by us it requires a team ready and
responsible for their implementation. It required, course, resources, but the success is not
guaranteed. Inspecting progress of the work woaldlsolutly necessary.

Current global and national socio-economic contextonjunction with the need to identify
some scientific measures to counter the crisi®at$f lead to continue our scientific research at
international and national level. We do not claimattthe research is to present an exhausive paper,
we consider that it could be draw lines which carlater analyzed. It can be a challenge to support
future developments and completations by thosearoed on the subject. Certainly, all the results
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and conclusions throughout the paper are improvalite theoretical significance and practical
value result from the recommendations and warnthgs the PhD thesis contains. Primary and
secondary objectives proposed, many calculatiodscamplexities of public revenues have led to a
series of challenges ahead that will generate durtlevelopments on this subject. We express our
interest in some future research directions, devis!:

Extension of analysis on the correlation betweenrevenues and a series of economic
indicators by testing potential new factors and ibgreasing the sample of analyzed
countries, especially from other parts of the world

Improve econometric multifactorial and linear resgien model for forecasting of tax
revenues through an econometric model based onptewtiguations;

Further development of a questionnaire-based stidgomanians tax morality level and
analysis on implications of psychological factorstbe dynamics of tax revenues at central
and local level,

Analysis the funding capacity of the state budget lbcal budgets by EU funds that are
available to Romania under the sectoral operatiprarams;

Further research of tax elasticity of governmeneneie by reference to factors other than
GDP and by extending the sample of countries fackvis determined;

Improve multivariable instrument for measuring teeel of fiscal-budgetary optimization
by including or excluding some variables of pulbBgenues by changing the coefficients of
importance of each variable or by changing thervialeboundaries of ideal situation from a
fiscal perspective;

A real challenge for further development is giventle continuation of the benchmarking
process into public revenues in Romania and Frémoeigh a statistical simulation of the
implications of above proposals and extend thiswto other countries, but also for other
public sectors.

Budgetary policy, in general, and fiscal policy, particular, have played major macro
economic roles in the evolution of any state. Thaye become instruments of market economy to
accomplish the objective of dynamic economic growithinflationary and sustainable one, able to
generate new jobs along with the acceptance oftsiral reforms. To achieve more complex and
multilateral tasks, the state uses the public regesystem as economic levers. The tax system
should be simple and flexible, able to ensure mby @ll and timely implementation of budgetary
revenues but to influence economic consolidatianstimulate production and to raise living
standards. The methods by which a state uses lectplublic revenues are not permanent, they
change and improve continuously to match bettetaklkes which the state has to fulfill. Budgetary
and fiscal policy objectives can be achieved onlthe context of a strategy. Currently, the primary
objective of fiscal policy is to restore credibyliand stability of public finances. Fiscal policyayn
be beneficial for economic development given thaake into account the concrete conditions of
economic and social life, the demands of presedt fature needs, otherwise it can inhibit the
development and could lead to economic declinesacdl unrest.
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