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Fiscal Challenges in Public Debt 

Management – a Romanian Perspective

Abstract: The economic shocks triggered by the outbreak and spread of the COVID – 19 pandemic 

prompted national governments to implement a series of large – scale expansionary fiscal measures to coun-

teract the negative effects recorded globally on economic activity. This article aims to analyse the dynam-

ics of fiscal and budgetary policies at the national level in Romania, as well as at the European and global 

levels, with a particular focus on the evolution of public debt and budget deficits, in the context of economic 

policies adopted in response to the health crisis. Accordingly, the study seeks to assess the effectiveness and 

sustainability of fiscal and budgetary measures adopted by national governments, through the lens of rel-

evant macroeconomic indicators and the institutional constraints imposed by both national and European 

frameworks. In the case of Romania, the results of the analysis highlight a significant deterioration in fiscal 

balances, reflected in a sharp increase in public debt, both in absolute and relative terms, accompanied by a 

persistent high level of the budget deficit and current account deficit. In this context, the article examines 

the risks associated with Romania’s current fiscal trajectory, as well as the implications for financial stabil-

ity and fiscal discipline in the medium and long term. The article concludes with a series of policy recom-

mendations aimed at fiscal consolidation and the alignment of Romania with the objectives of the European 

Union’s Stability and Growth Pact.
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Introduction

themes in international economic discourse, as the exceptional fiscal measures adopted to miti-

were predominantly financed through public borrowing, leading to a notable rise in sovereign 

debt levels and national fiscal deficits.

-

cumstances, they have heightened concerns about fiscal sustainability in the aftermath of the 

implications of sustained high debt levels, including reduced fiscal space, mounting pressure on 

interest rates, and concerns over intergenerational equity.

rapid increases in public debt, reigniting debates over fiscal sustainability. In contrast, emerging 

markets have faced more acute fiscal constraints, higher financing costs, and heightened expo-

sure to external volatility.

Within the European Union, the pandemic exposed the limitations of the Stability and 

Growth Pact, which was suspended via the activation of the general escape clause. In parallel, the 

support economic recovery through grants and loans tied to structural reforms. While the RRF 

-

highlights the imperative for permanent structural solutions.

In Romania, the pandemic triggered a rapid deterioration of the fiscal stance. Structural 

-

-
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of delayed consolidation, and the prospects for a sustainable fiscal path, in the context of growing 

uncertainty, budgetary pressures, and accelerated structural transformations.

1. Literature review

and budgetary policies worldwide, prompting significant shifts in public debt management strat-

egies. Within the European Union, calls for structural reform of the fiscal framework have gained 

fiscal rules, particularly their limited flexibility and inconsistent enforcement. He advocates for a 

more integrated institutional approach at the European level, linking national oversight institu-

tions with supranational bodies, to strengthen both fiscal discipline and the capacity to respond 

to crises.

-

sumptions underpinning fiscal sustainability in the context of persistently low interest rates. His 

findings suggest that when the interest rate remains below the growth rate, higher deficits may 

posed by abrupt shifts in market sentiment.

-

cal evidence from both emerging and advanced economies, demonstrating that the effectiveness 

of fiscal interventions depends significantly on initial debt levels and domestic fiscal contexts. 

-

tries where public debt accounts for a large share of GDP.

-

sizes the importance of an adaptive fiscal framework for debt management, particularly in low 

-

of fiscal rules allowed governments to increase public spending to support critical emergency 

consolidation, leaving them vulnerable to future fiscal slippages.

-

ernance to ensure resilience, especially in the face of recurrent economic shocks and the evolving 

dynamics of public debt.
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2. Global trends in public debt and fiscal deficit 

Public debt, alongside fiscal deficits, outlines a global economic landscape that remains far 

from reassuring. According to recent estimates by the International Monetary Fund (IMF), by the 

dollars.

spending, particularly in the areas of healthcare and social protection.

scale of fiscal interventions undertaken to mitigate the economic and social consequences of the 

pandemic.

Table 1. Historically evolution of global public debt, 1950–2023 (% of GDP)

Source: IMF, Global Debt Database, 2024

only by its unparalleled magnitude but also by a surprising degree of financial stability. With a 

-

-
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debt. However, the interplay between fiscal and monetary authorities has raised concerns over 

Chronic fiscal deficits have also been a structural feature of the Japanese economy since 

-

shrinking labour force are pushing social spending upward while simultaneously eroding the tax 

base. Although short-term risks to debt sustainability remain contained, long-term prospects are 

increasingly challenged by demographic constraints and the potential rise in borrowing costs.

-

-

-

mand for U.S. sovereign debt, underpinning its sustainability despite widening fiscal imbalances.

exacerbated by successive rounds of tax cuts, increased defense spending, and extensive fiscal 

historically low interest rates have helped keep debt servicing costs manageable, the recent tight-

has led to a notable increase in interest payments.

Although the U.S. continues to benefit from monetary sovereignty and privileged access 

Rising entitlement spending, demographic aging, and ongoing political gridlock over structural 

trend upward.

-

-

-

ed to continue throughout the decade, with estimates suggesting the global ratio will approach 

fiscal norms, raising concerns regarding long-term debt sustainability.

In the euro area, public debt dynamics closely mirror global trends, although post-pan-
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years, a gradual decline in the debt burden was observed, driven by the implementation of rela-

tively prudent fiscal measures and coordinated policy efforts at the European level.

Table 2. Post – pandemic evolution of global public debt (% of GDP) 

Source: IMF, 2025

dynamics, unlike other parts of the global economy, public debt levels are not expected to return 

to their pre-pandemic values, pointing to a possible increase in fiscal obligations.

As previously noted, the United States is experiencing a significantly sharper and more 

-

balances, such as rising public expenditures on healthcare and social security, as well as political 

constraints that hinder revenue mobilization. Given the size of the U.S. economy, its fiscal posi-

tion carries significant implications for international financial markets and global macroeconomic 

stability.

-

centage point increase in its debt-to-GDP ratio, similar in magnitude to that of the United States, 

Overall, these developments reflect a profound transformation of the international fiscal 

felt in the form of elevated public debt levels and beyond. It is important to note that none of the 

the sustainability of public debt will remain a central concern for policymakers, particularly in an 

environment characterized by restrictive monetary policy and growing geopolitical uncertainty.
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crisis, as evidenced by the substantial deterioration in general government fiscal balances during 

regions.

Figure 1. Trends in Global Public Debt in the Post-Pandemic Period (% of GDP)

Source: IMF, 2025

At a

largely driven by large-scale government interventions aimed at mitigating the economic reper-

-

tion were observed shortly after the health crisis subsided, the high global deficit has persisted, 

fiscal imbalances that emerged during the pandemic have taken on a structural character, posing 

long-term challenges to the sustainability of public finances.

Table 3. Post – pandemic evolution of government fiscal balance (% of GDP) 

Source: IMF, 2025
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As previously mentioned, within the Euro Area, the fiscal response to the pandemic was 

-

ed with the energy transition, and the fiscal burden of structural reforms undertaken by member 

the global economy or the United States, a return to pre-crisis budgetary levels appears unlikely.

-

deeply rooted structural imbalances, particularly in relation to entitlement spending, the rigidity 

of tax policy, and the rising cost of servicing public debt. Such developments raise serious con-

cerns about the long-term sustainability of U.S. public finances and the narrowing of available 

fiscal space.

Figure 2. Fiscal balance dynamics in the Post-Pandemic Period (% of GDP)

Source: IMF, 2025

-
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faster than that observed in other advanced economies, resulting in a reduction of the deficit to 

most likely driven by mounting demographic pressures and increasing social expenditure, in a 

of elevated deficits across most regions suggests that fiscal normalization will be both gradual 

States and Japan, will have a significant influence on global interest rates, capital flows, and 

overall macroeconomic stability. Against the backdrop of tightening monetary policy and rising 

public debt servicing costs, the need for credible medium-term fiscal frameworks that strike a 

balance between economic growth and financial sustainability is becoming increasingly urgent.

-

ing the international economic outlook. Reestablishing credible medium-term budgetary frame-

works, alongside structural reforms aimed at fostering economic growth, will be crucial to 

mitigating systemic risks and ensuring lasting macroeconomic resilience.

3. Romania’s fiscal performance and budgetary outlook

challenges within a deteriorating international environment, marked by heightened uncertainty 

from the affected countries, significantly worsening global economic prospects, particularly in 

ongoing for more than three years.

Adding to these developments is the stagnation of disinflationary trends in many econo-

have undergone substantial downward revisions.

-

creasing public spending, particularly in defence. All of this must be accomplished in a context 

-

economic risks continue to intensify.
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Table 4. Trends in Romania’s public debt

Source: AMECO Database, Eurostat, MF, 2025

driven both by persistent structural fiscal imbalances and by the macroeconomic shocks trig-

-

almost fourfold increase in less than ten years.

has experienced a significant increase over the same period. From a relatively sustainable level 

fiscal policies implemented in response to the health crisis. Although the indicator appeared to 

-

lic finances, especially in a context marked by elevated interest rates, modest economic growth 

-

-

economic developments.

-

particularly in the areas of defense, pensions, and healthcare, against the backdrop of a rigid and 

relatively inflexible revenue base.

-

veals a dual transformation, marked by the parallel growth of both GDP and public debt. While 

-

companied, and at times even outpaced, by the accumulation of public debt.
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Figure 3. Long-term dynamics of Romania’s GDP and Public Debt (Mil. RON)

Source: AMECO Database, Eurostat, MF, 2025

prudence.

Romania has continued to register consistent nominal GDP growth, the pace of public debt accu-

mulation has intensified more sharply, pointing to an increasing reliance on borrowing not only 

trend signals a weakening correlation between economic expansion and public debt stabilization, 

which may significantly constrain fiscal space in the event of future economic shocks.

-

sustainability of this dual path will ultimately depend on the capacity of fiscal policy to recali-

brate debt dynamics in alignment with both the pace and the quality of economic output.
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Figure 4. Comparative evolution of annual GDP and public debt growth (%)

Source: Author’s calculations based on data from AMECO, Eurostat, MF, 2025

-

tility in both GDP growth and the pace of 

-

-

effects of lockdown measures, global supply chain disruptions, and heightened economic un-

result of counter-cyclical fiscal policies, emergency spending, and increased budget allocations to 

the Romanian government in the face of an unprecedented global health crisis.

the resumption of economic activity, and the application of supportive macroeconomic policies. 

However, this GDP expansion was accompanied by a continued increase in public debt, which 

remained in the double-digit range, suggesting that the recovery was, at least in part, financed 

through borrowing.

It is important to note that the data do not reveal a consistent inverse relationship be-

tween GDP growth and public debt accumulation. For instance, periods of strong economic ex-

ded with moderate or even high levels of 
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in parallel, raising concerns about a potential structural dependence on public borrowing, even 

outside crisis contexts.

-

-

mentum, combined with the persistence of underlying fiscal imbalances. It also highlights the 

importance of transitioning from emergency fiscal measures to sustainable, long-term public fi-

nance policies.

Recent fiscal developments in Romania point not only to a significant increase in public 

Figure 5).

Figure 5. Dynamics of Romania’s budget deficit and public dept (% of GDP)

Source: Eurostat, 2025

 budget deficit and pub-

counter-cyclical fiscal measures implemented to mitigate the economic impact of the pandemic, 

compounded by substantial revenue losses due to the contraction in economic activity.

-

plete and insufficiently rooted in a structural consolidation framework. Although the deficit nar-
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from fiscal discipline.

-

fect of elevated primary deficits, rising financing costs, and possibly weak nominal GDP growth. 

-

GDP, suggests a reversal of earlier consolidation efforts and raises serious concerns about the 

medium-term sustainability of public debt. In an environment shaped by tighter global financial 

refinancing risks and external shocks.

In essence, the pandemic-induced fiscal expansion appears to have evolved into a post-

crisis fiscal drift, where temporary emergency measures have gradually transformed into per-

through consolidation strategies compatible with long-term economic growth.

both budget deficit levels and the public debt-to-GDP ratio, reflecting differences in national 

policy responses, the structural characteristics of individual economies, and institutional capac-

the parameters of the Stability and Growth Pact, several continue to diverge significantly from its 

benchmarks.

Figure 6. Comparative overview of fiscal deficits and public debt in the European Union, 2024 (% of GDP)

Source: Eurostat, 2025
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As can easily be observed, Romania represents a notable case among European Union 

-

pansionary fiscal policies but also highlights significant structural imbalances, indicating ongo-

deficit surpasses even those of countries traditionally confronted with substantial fiscal imbal-

below the EU average and considerably lower than highly indebted economies such as Greece 

level should not conceal the risks associated with its rapid accumulation, particularly given the 

context of elevated financing costs and adverse demographic trends.

suggests that, although previous prudence in debt management provides a certain buffer, the 

sustainability of the current fiscal policy remains questionable without structural consolidation 

further accentuating fiscal divergences within the Union.

with internal macroeconomic fundamentals and European fiscal governance standards. Failure 

Union.

3. Conclusions

structural challenges and persistent macroeconomic vulnerabilities exacerbated by recent global 

-

in revenue mobilization and expenditure control.

-

statement of the Stability and Growth Pact underscore the imperative for Romania to recalibrate 

its fiscal policies in alignment with EU norms. Failure to enact robust structural consolidation 

persistence of fiscal deficits delineate a broader post-pandemic fiscal paradigm, within which 
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-

with the fiscal resilience of economies like Japan and the United States, which benefit from great-

-

-

ate relative to heavily indebted EU economies, the alarming pace of debt accumulation combined 

with persistently high fiscal deficits significantly amplifies medium-term sustainability risks. 

threshold reflects not merely temporary counter-cyclical fiscal measures, but rather entrenched 

structural imbalances demanding immediate policy attention.

several member states have managed to achieve fiscal surpluses and debt stabilization through 

Romania to realign its fiscal policies to European governance frameworks and domestic macro-

economic fundamentals, emphasizing credible consolidation strategies that balance growth im-

peratives with fiscal discipline.

efficiency, rationalizing public expenditures, and reinforcing institutional capacities to maintain 

debt sustainability. Without decisive and timely action, Romania risks undermining investor con-

fidence, exacerbating vulnerabilities to external shocks, and impairing its credibility within the 

European Union framework.

Ultimately, addressing these fiscal challenges requires not only targeted policy measures 

but also robust political commitment and effective governance structures capable of navigating 

Romania toward a stable, sustainable, and resilient fiscal future.
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