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Abstract   

In this article we aim to present the importance of fiscal revenues in the 

economy of a country, to elaborate an analysis of the performance of tax revenue 

collection in Romania in 2010-2019, identifying the factors that led to low fiscal 

revenue collection and the actions necessary in order to lead to increasing the 

collection of fiscal revenues. We expect to see a decrease in the fiscal revenue 

collection due to the inefficient administration, excessive bureaucracy and high tax 

evasion.  
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1. Introduction  

The tax systems of each state influence the investors’ decisions, may 

create incentives for investment and consumption, or have implications for 

negative externalities. The efficiency of a tax system is evaluated in terms of 

its high degree of tax revenue collection, in terms of low costs for the 

taxpayers and for the tax administration. The fiscal administration has an 

important role in the functioning of an efficient fiscal system, representing the 
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interaction interface between the state authorities and the taxpayers. These 

aspects bring up to date the need to study the performance of the collected tax 

revenues, the need to improve the tax revenue management both by analyzing 

methodologies for assessing fiscal potential and identifying new ways to solve 

problems related to their collection system. 

The Romanian Fiscal Council, the International Monetary Fund, the 

World Bank, and also various local and foreign researchers have reported, 

over time, the inefficient organization of the Romanian tax administration, as 

well as the inadequate and unadapted methods to the needs of taxpayers. 

Starting from this issue, this paper analyzes a series of representative 

aspects for the efficiency of a tax system, both conceptually and factually 

based on the statistical data provided by the websites of the Ministry of 

Finance, the National Agency for Fiscal Administration and the Romanian 

Fiscal Council. The purpose of this approach was to analyze the performance 

of tax revenues in Romania and to capture some good European practices on 

tax administration, based on which we could design solutions to make the tax 

system in Romania more efficient.  

Thus, we conducted an analysis of the efficiency of collecting the 

most important tax revenues in Romania, in the period 2010-2019. 

Specifically, the proposed level and the achieved level of VAT revenues, 

excise duties, income taxes and indices of tax efficiency were analyzed. The 

paper base question of the analysis which was: To what extent the important 

legislative changes in the field of taxation, applied during this period, have 

generated favorable effects in terms of the efficiency of tax revenue collection, 

given that the fiscal relaxation measures, such as reducing the VAT rates, the 

income tax, the contributions to social security shifted from the employer to 

the employee, the elimination of taxes and fees, etc., should have stimulated 

the economic growth, with positive effects both on aggregate demand and 

supply and on the efficiency of tax revenue collection. 

In order to interconnect the theoretical and empirical elements and to 

integrate them in the existing fiscal circumstances in Romania, during the 

analyzed period, the following research methods were used: 

- statistical analysis methods were used to emphasize the evolution of fiscal 

revenues in Romania for the period 2010-2019 by centralizing, processing and 

analyzing the data available on the website of the Ministry of Finance and  the 

Romanian Fiscal Council. In order to facilitate the understanding of the 
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analyzes developed by the authors, linear graphs were used in the 

representation of the results given by the indicators used; 

-comparative methods were used to identify the differences between the 

analyzed indicators: the efficiency index, the implicit VAT rate, the implicit 

tax rate on work, the implicit tax rate on personal and corporate income; 

-the method of critical analysis was used to obtain conclusions and formulate a 

personal opinion in relation to all aspects analyzed in the paper, by extracting 

the analytical components from the empirical results 

These research methods are able to generate the results necessary to 

achieve the research objectives. 

 

2. The literature review 

The issue of the efficiency of the fiscal systems has been analyzed in 

the specialized literature, the specialists formulating various points of view 

regarding the importance of ensuring the efficient functioning of the fiscal 

systems and the characteristics that should be found in an efficient fiscal 

system. Highfield R. (2013) defined the efficiency of the tax system as an 

optimal ratio between outputs (tax revenues) and inputs (administration 

costs). The efficiency of a tax system is influenced, however, by other 

factors, in addition to administration costs. These factors were analyzed in 

studies by Mohanty et al (1999), Barros (2007), Katharaki and Tsakas 

(2010), Ruy and Lee (2013), Aim and Duncan (2014), Savić et al. (2015). 

The mentioned authors demonstrated that the efficiency of the fiscal 

system is influenced by the tax compliance, the clarity of the fiscal 

legislation, the quality of the level of tax administration infrastructure. The 

deficiencies of the fiscal system generate a lower collection of fiscal 

revenues than the planning made by the government and, implicitly, 

difficulties in financing public expenditures. 

The fiscal policy in Romania is of prime importance in the 

functionality of the economic system as a whole, the taxes of both economic 

agents and individuals being recognized as having the largest share in the 

revenues collected in Romania, unlike other European countries in which the 

budget revenues come mostly from indirect taxes or taxes on the consumption 

of economic goods (Ciobănaşu et al., 2015; Izvoranu et al., 2018). This entails 

a considerable burden of the labor tax, putting pressure on the real income or 
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on the purchasing power to meet the demand (Bălăceanu, Apostol and Dogaru, 

2015). 

As Ban and Rusu (2019) pointed out, Romania's economic growth in 

recent years has been accompanied by an increase of the fiscal revenue 

collection and public resources available to society in relation to the size of the 

economy, but still it occupies one of the last places in the European Union, in 

terms of the share of public revenues in GDP. Tax revenues decreased 

following the reduction of consumption tax rates in the period 2016-2017 and 

the personal income tax rate decrease, starting with 2018. The relatively low 

level of fiscal revenues limits Romania's ability to solve some economic and 

social problems and puts high pressure on public debt which will increase 

significantly, widening the gap in the sustainability of public finances, 

according to European Commission estimates (2020). 

 To make the fiscal policy more flexible, the current actions are part of 

a wider reform process, in order to bring to the surface the revenues from the 

gray and black area of the economy for the benefit and for the renewal of the 

Romanian economic system. The changes that occur in the fiscal policy are 

meant to stimulate the economic activity as a provider of welfare and 

prosperity, the access to these objectives for each citizen being possible 

through an improvement of the revenue collection to the state budget 

(Bălăceanu, Apostol and Dogaru, 2015; Cristea and Voda, 2018). The 

specialists’ opinions converge mainly to the idea that an efficient tax system 

should generate an increase in tax revenues without discouraging the 

economic activities (Tanzi and Zee, 2000; Stepanyan, 2003; Johansson et al., 

2008). 

 

3. Analyzing the efficiency of income tax collection in Romania 

Figure 1 shows that the income tax evolved each year differently from 

the initial program to execution. Only the year 2017 is an exception, when the 

income tax revenues from the initial program were insignificantly changed 

compared to those from the budget execution. 

The steeper negative trend was recorded in 2014 when 1.66% less 

income tax revenue was collected than expected. The degree of achievement 

recorded 98.33%. The gap compared to the initial program would have been 

even higher in the absence of the decision to pay in advance the tranche of 

RON 2.4 billion for 2015 on the amounts earned in court by some categories 
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of public servants that generated additional revenues from the income tax of 

RON 260 million. 

In a positive sense, the largest gap was registered in 2018 when the 

initial program provided RON 20.70 billion and RON 22.60 billion were 

collected at execution, meaning 9.18% more, the degree of achievement being 

109.18%. The higher value at execution compared to the initial program was 

due to an evolution superior to the expectations at the level of the salary 

envelope in the economy, but also to the conservative estimate from the initial 

program. 
 

Figure 1. The evolution of the income tax revenues, in the period 2011-2019 

(billion RON) 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara) 

 

In nominal terms, the income tax revenues decreased by 3.2% in 2011 

compared to 2010 due to the wage adjustments in the public sector. In 

addition, the social contributions decreased by 4.5% reflecting the poor labor 

market conditions. Subsequently, they registered a successive increase in the 

period 2011-2017, followed by a decrease in 2018 given the fiscal relaxation 

measures, including the reduction of the income tax rate by 6 pp from January 

1st, 2018 (figure 2). 
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Figure 2. The evolution of the income tax revenues compared to the fiscal 

revenues in the GCB, in the period 2010-2019 (billion RON) 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara) 

 

The share of income tax revenues in GDP registered moderate 

oscillations in the period 2010-2017 (figure 3), followed by a decreasing trend 

after 2017 (3.7% in 2017, 2.4% in 2018 and 2.2% in 2019, respectively). 
 

Figure 3 The share of income tax revenues and fiscal revenues in GDP, in the 

period 2010-2019 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara) 

 

The efficiency index increased in 2019 to 0.79, after in 2018 it 

registered the value of 0.71, representing the minimum threshold of the period 

2013-2018 (figure 4). The reduction in 2018 was determined by the entry into 

force of some measures with a negative impact on income tax revenues and 

salaries, respectively by the transfer of contributions from employer to 

employee, which led to a decrease in the income tax calculation base. 
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Figure 4. The evolution of the implicit rate of taxation of the income tax and of 

the efficiency index in the period 2010-2019 

 
Source: based on the information available in the annual reports of the Fiscal 

Council 

 

4.  Analyzing the efficiency of collecting social insurance contributions 

     in Romania 

Figure 5 shows that the social insurance contributions evolved every 

year differently from the initial program to the execution. Only 2013 is an 

exception, being the only one in which the revenues from the social insurance 

contributions from the initial program are insignificantly modified compared 

to those from the budget execution. The largest negative gap was recorded in 

2019 when 5.29% less income was collected from the social insurance 

contributions than expected, with 94.71% degree of achievement.  

The revenues from social security contributions in cash standards, net 

of the impact of compensation schemes, were about RON 111 billion, 

meaning RON 6.2 billion less than the initial projection, given the average 

number of employees increased by only 1.7%, compared to the initial 

projection of 3.4%, and the average gross salary increased only by 13%, 

compared to the initial projection of 14.7%. Also, the low degree of 

achievement occurred when the Ministry of Finance intended to stimulate 

their growth by granting a fiscal amnesty (along with the first budget 

rectification), estimating that it would generate additional revenues of RON 

1.1 billion. 

In a positive sense, the largest gap was registered in 2018, when RON 

91.3 billion were provided in the initial Program and RON 97.6 billion were 

collected at execution, meaning 6.9% more, the degree of achievement being 

106.9%. This increase compared to the initial program was generated by the 
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dynamics of the average net salary in the whole economy (+ 14.8%) which 

was higher than the forecasts at the time of formulating the draft budget (+ 

11%). We cannot fail to notice from the chart below that compared to 2017, 

the revenues from social contributions, net of the impact of the compensation 

schemes, increased by RON 26.5 billion, representing an advance of 37.3% 

(figure 5). 
 

Figure 5. The evolution of the social insurance contributions in the period 2010-

2019 (billion RON) 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara) 

The main cause of this large increase is the application of tax 

measures on resetting the taxation of income from salaries, pensions, self-

employment and copyright by transferring contributions from employer to 

employee, since January 1st, 2018. 

Thus, although the total contribution quotas decreased from 39.35% to 

37.25%, the transfer of contributions from employer to employee generated an 

increase in gross salary, causing an increase in taxation through social security 

contributions by 13.9%. Therefore, the new share of 37.25% is equivalent to a 

total contribution of 44.65% compared to the gross salary in 2017. At the same 

time, the evolution of income from insurance contributions was influenced in 

2018 by the increase in the wage bill in economy, but also by the increase of 

the tax base for the contributions paid for people with disabilities starting with 

September 1st, 2017 as well as by the reduction of transfers to the Second 

Pillar of pensions starting with January 1st, 2018 (figure 6). 

The revenues received from the Social Insurance Houses registered a 

successive increase in the period 2010-2019. A substantial increase of RON 

https://mfinante.gov.ro/ro/domenii/bugetul-de-stat/informatii-executie-bugetara
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21.8 billion was registered in 2018 compared to 2017, from the social 

insurance contributions (+2.04 pp of GDP) due to the impact of transferring 

the social contributions from the employer to the employee and payments 

from legal entities for people with disabilities. 
 

Figure 6. The evolution of the incomes from social insurance contributions 

compared to the fiscal revenues in the period 2010-2019 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara 

 

The share of social insurance contributions in GDP decreased in the 

period 2010-2016 from 9.3% in 2010 to 8% in 2016, followed by a subsequent 

increase to 8.4% in 2017, to 10.3% in 2018 and 11.1% in 2019 (figure 7). The 

major increase in 2018 occurred as we mentioned earlier as a result of the 

impact of the change in the social security system. The share of tax revenues 

in GDP had an evolution in the same direction as the Health Insurance House 

until 2014, it increased in 2015 and then decreased until the end of the 

analysis. 
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Figure 7. The share of  social contributions and fiscal revenues in GDP, in the 

period 2010-2019 

 
Source: Budget executions (https://mfinante.gov.ro/ro/domenii/bugetul-de-

stat/informatii-executie-bugetara 

 

Before moving on to the actual analysis, we must mention that the 

statistical treatment of special pensions has changed since 2017, these being 

included at the same time to the social contributions, to the income and staff 

costs. As this may artificially alter the two budgetary aggregates while 

affecting the comparability of data with previous years, the amounts 

corresponding to special pensions have been eliminated, the social 

contributions being determined as the sum of the contributions borne by 

employers and population. In 2019, the collection efficiency index remained 

constant at the value of 0.78 registered in 2018. 

According to the ESA 2010 methodology, the Social Insurance 

Houses revenues registered an increase of 11.2% in 2019 compared to 2018, 

as a result of the increase in the average number of employees and the average 

gross salary with the negative impact on construction facilities. Thus, in the 

context in which the aggregate average gross salaries also increased by 11.2%, 

the implicit taxation rate remained constant at 28.9% in 2018 and 2019 (figure 

8). 
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Figure 8. The evolution of the default social tax rate and the efficiency index over 

the period 2010-2019 

 
Source: based on the information available in the annual reports of the Fiscal 

Council 

 

Note: For 2014, the legal quota was determined as a weighted average 

between the applicable quotas, respectively 44.35% in the first nine months of 

the year and 39.35% for the last three months of the year. 

 

5. Conclusions  

A sustainable tax revenue collection system involves a significant 

improvement in voluntary compliance and an increase in the efficiency and 

effectiveness of the tax administration in relation to tax evasion. In order to 

meet the priorities from the point of view of ensuring the sustainability of 

public finances on the medium and long term so that the fiscal policy could 

manage risks and unforeseen situations, Romania must considerably improve 

its fiscal revenue collection capacity. 

The final consumption, the main driver of VAT budget revenue 

growth, has doubled in the last 10 years, from about RON 419 billion in 

current prices in 2010 to RON 829.3 billion in 2019, an increase in line with 

Romania's economic evolution - from a GDP of RON 530 billion in 2010 to 

an economy of RON 1,040 billion in 2019. Even so, Romania's tax revenue as 

a share of GDP is still well below the European average. At the same time, the 

VAT gap is at its highest level in the European Union. Thus, in 2019 the state 

collected from the state budget revenues amounting to 26.8% of GDP, 

compared to the European average of over 40% of GDP, according to data 

published by Eurostat, the highest gap being recorded for the tax collection on 

income and wealth. 
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Romania's fiscal revenues in GDP have increased since 2009. 

However, the indicator has entered a downward trend since 2015. To some 

extent, the decrease in tax revenues as a share of GDP in 2016 is explained 

mainly by the VAT decrease. In 2017, however, although in Romania the 

economic growth was quite high, our country registered a negative record in 

terms of the level of tax revenues in GDP, and this indicates collection 

problems. 

In the case of the income tax, we consider that the key issue is the 

level of taxation, which is the lowest in the EU, along with the fact that there 

are many categories of taxpayers exempt from this tax in our country. In 

countries where the tax revenues from income tax are much higher, there is a 

progressive tax rate that reaches 60-70%. In Romania, there are also very low 

tax rates on wealth and property. However, the analysis of the evolution of the 

level of collection and the comparison with countries that have a similar level 

of taxation revealed that the problem is also in the collection of taxes. For 

example, Bulgaria collects tax revenues of 30% of GDP, higher by 3 

percentage points compared to Romania. 

After the decrease of VAT in 2016 from 24% to 20%, other reductions 

of taxes and fees followed (such as the income tax from 16% to 10%, the VAT 

from 20% to 19% and others), but the fact that - as we have already mentioned 

- in 2017 when Romania had a record economic growth of 7% (the highest in 

the EU) our country collected revenues of 25.8% of GDP, clearly highlights 

the existence of a serious problem in the chapter of tax revenue collection. We 

consider that the fiscal relaxation measures, implemented since 2016, which 

were not accompanied by vigorous actions to modernize the tax 

administration, have led to a larger gap between revenues and estimates in the 

case of the most important sources of revenue of the GCB: VAT and income 

tax. Negative consequences on the budget revenues have been generated by 

the possibility for the companies to optimize their fiscal obligations by 

exercising the option to pay the profit tax or the income tax. The Fiscal 

Council stated that "the transition from corporate taxation to corporate income 

taxation occurred in a period of economic expansion when corporate 

profitability was high, which amplified the revenue loss," but the Romanian 

policymakers did not react to the warnings of this institution. If these 

reductions of taxes and duties, which in theory should have increased the 

degree of voluntary compliance with taxes, especially in conditions of 
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economic boom, led to a decrease in tax revenues collected as a share of GDP, 

it does not mean that they should be increased. The solution is to make the tax 

revenue collection more efficient. Moreover, since the Covid-19 crisis puts a 

huge pressure on Romania's budget and the revenues inevitably decrease while 

the expenditures increase, and the Ministry of Finance declares that it will not 

increase taxes, the solution to cover the fiscal deficit is the same collection 

improvement by continuing the digitalization of ANAF, together with the 

elimination of some fiscal facilities granted to certain industries, such as IT 

and constructions, but also the absorption of the European funds. 

From our point of view, the most important problem related to the 

efficiency of tax revenue collection concerns the VAT field. According to the 

European Commission's reports, in recent years, Romania has registered the 

largest VAT collection gap in the EU. Our research shows the close link 

between the level of the fiscal gap and the VAT efficiency index. In this 

situation, it is very important for Romania to borrow good practices from other 

Member States in the field of tax administration, such as real-time transaction 

analysis, mandatory electronic invoicing, introducing the international 

electronic standard for data exchange between companies and tax authorities, 

which may lead to an increasing VAT collection. 

Considering the analyzed aspects regarding the efficiency of a tax 

system in Romania, we can identify a series of measures whose 

implementation could generate the increase of the fiscal revenue collection: 

- improving public budget planning; 

- important investments in digitizing the Romanian tax system; 

- improving and simplifying the tax legislation, aiming, in particular, 

the fiscal compliance and to counteract the evasionist phenomena. 

In essence, a sustainable system of collecting budget revenue means 

constantly improving of voluntary compliance and increasing the efficiency 

and effectiveness of tax administrations' actions in combating tax evasion. 
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