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ABSTRACT 

The economic reality of Moldova, today, is very different to that of the not so distant past 

when the country declared its independence in 1991. In this context, economic changes have 

assumed a fundamental role in the development of society. However, one of the greatest 

instruments of development resides with budgetary policy. Therefore, this study was designed 

to investigate possible ways of achieving economic development by considering the role of 

budgetary policy in developing countries. This research describes, disputes, and discloses the 

role of budgetary policy by focusing on the case of the Republic of Moldova. The study 

employs a cross-sequential and sequential time design approach with the dominant time 

periods investigated being marked by the state economic policy realized in the period before 

2000, and considers the main reforms which were introduced to support the country’s 

development after 2007 as a result of Moldovan development aspirations. In order to 

accomplish the main goal, empirical-theoretical research was conducted based on the three 

statements that divide the research into its three main parts.  

The first part of the research (Chapters 1 and 2) explores the economic position of the 

country, its potential growth, barriers to economic development, and the financial resources 

that can support Moldova’s economic development. The investigation applied a set of 

methodologies including a literature review, descriptive statistics, and correlation method. 

The results of the study show that the Republic of Moldova is classified as a developing 

country. It also found that Moldova relies heavily on its agricultural and manufacturing 

industries, and according to the correlation analysis between the main economic activities and 

Gross Domestic Product, that this reliance has impinged on the country’s growth potential. 

However, Moldova has not realized its full economic potential, which indicates that a series 

of social and economic barriers influence its economy. As well as having low capital 

accumulation, low amounts of savings, and being less competitive on the international market, 

the economy is also vulnerable to multiple barriers that slow its economic development. The 

analysis shows that Moldova faces a string of related problems that can be found in the areas 

of economy, human development, environmental and natural resources, peace and security, 

and governance. More importantly, Moldova’s available resources are not adequate to meet 

the needs of developing the economy, forcing it to search for external financial resources and 

investments. In addition, Moldova’s economy relies upon external and internal financial 
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assistance programs. However, budgetary policy instruments are also involved in overcoming 

barriers. 

The second part of the research (Chapters 3, 4 and 5) examines the state budgetary policy 

as a main tool used by the government to accelerate economic development. The study 

focuses on descriptive analysis and a literature review, and considers whether a relationship 

between public expenditure and the economy is possible. The research shows that in the 

Republic of Moldova public expenditures are growing continuously. The largest expenditure 

is the current expenditure structure, and those given the highest priority are expenditures on 

social programs. This study employed the Vector Autoregression approach, correlation 

analysis, and the Ordinary Least Squares regression approach (OLS). The results show that 

the Gross Domestic Product influenced total Public Budget expenditures in Moldova for the 

period of 1995-2015. This method helped find more information regarding the variables, 

including checking the inverse relationship between public expenditure and economic growth. 

The method also revealed the economic impact of Moldova’s budgetary policy. Thus it was 

concluded that this relationship upholds the findings of the earlier literature and conforms to 

the theory of Wagner and its followers. 

The final part of the research (Chapter 6) examines budgetary policy in a dynamic 

approach. The main attention is given to potential instruments that can be activated to reach 

economic development. This study once again ascertained the limits of the Moldovan 

financial resources available for economic development, and found that budget revenues from 

indirect taxes can, to a higher degree, influence the economy by employing the OLS 

regression and correlation analysis. Furthermore, the study provides evidence that the 

budgetary policy in Moldova could be supplied by non-budgetary instruments. These 

instruments include organizational solutions, political responses, entrepreneurship, equality, 

psychological influences, and civic engagement. However, these possibilities need to be 

explored deeply, opening the way to future research in budgetary policy. The investigation of 

these possibilities contributes to the improvement and involvement of the budgetary policy for 

economic development, and highlights the fact that economic development requires both 

governmental and non-budgetary intervention. 

The results of this research point to the fact that Moldova’s resources are limited, that the 

budget is dependent on internal and external resources, and that the budget is influenced by a 

number of factors that hinder its process. However, some activated non-budgetary instruments 

can help to stimulate the economy. These instruments are hidden, though, and need to be 

activated in a more open manner. At the same time, it is necessary to reassess the priorities of 

the state and to consider other proposed directions by which accelerated and long-term 

economic development of the country can be achieved. Budget policy can provide a solid 

foundation for the private sector decision making process, and for increasing savings, capital 

accumulation and competitiveness, as well as helping to create a sustainable economy in 

Moldova. 


