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Fiscal relations across government levels in times of crisis – 
making compatible fiscal decentralization and budgetary 
discipline 
Proceedings of the Public Finance Workshop organised by DG ECFIN on 27 November 2012 
in Brussels 

In the context of the current economic and budgetary crisis and based on the existing EU 
country specific policy experiences, the Directorate-General for Economic and Financial Affairs 
(DG ECFIN) of the European Commission organized a one-day Public Finance Workshop on 27 
November 2012 in Brussels on "Fiscal relations across government levels in times of 
crisis – making compatible fiscal decentralisation and budgetary discipline". Its 
objective was to contribute to the identification of appropriate functioning of fiscal relations 
across government levels in order to render compatible the on-going process of fiscal 
decentralization in a large number of Member States with the required fiscal retrenchment so 
as to comply with the new EU fiscal governance rules aiming at achieving sound and 
sustainable public finances.   

While many critical factors may play a significant role in explaining fiscal developments in a 
context of budgetary decentralization, the workshop focused on the recent trends in fiscal 
decentralization and its consequences on sub-national budgetary outcomes and equilibria (e.g., 
generation of asymmetries between revenues and spending autonomy or pro-cyclical 
budgetary bias). It was also an opportunity to explore empirically the impact of national fiscal 
frameworks and of financing systems (e.g., transfers) on subnational performance. The 
features of these institutional settings may include numerical fiscal rules constraining 
decentralized budgeting, bail-out rules, and coordination agreements across subsectors to 
share fiscal efforts and multi-annual strategic budgeting encompassing all general government 
subsectors. 

The present workshop proceedings gather together the views and research results of academics 
and international institutions on these topical policy-relevant issues. The eight contributions 
collected in this volume were presented at the workshop, where they were discussed by 
representatives from academia, international organisations such as the European Commission 
and the International Monetary Fund, as well as national public finance experts. Chapter 2 
includes the introductory address by Marco Buti, Director General of DG ECFIN, and provides a 
summary of the presentations delivered and discussed in the workshop, as well as of the 
concluding panel discussion. Chapters 3, 4 and 5 host the final and complete versions of the 
eight research papers prepared for the workshop, as subsequently amended by their authors 
following the workshop debates.  Reflecting the timing of the workshop in three sessions, 
Chapter 3 on fiscal relations and budgetary discipline explores the relationship between budget 
decentralization and budgetary performance, while Chapter 4 on fiscal decentralization and 
domestic fiscal frameworks analyses the role of fiscal rules, processes and institutions in 
subnational budgetary stability. Last but not least, Chapter 5 is dedicated to the case studies of 
Spain and Italy.  
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