
Contextualizing Fiscal Decentralization: An Empirical Case Study of 

Municipal Budget Allocations in Southern Europe 

Chris Thomas 

PhD 

University of Mannheim 

L 5, 6, 68131 Mannheim, Germany 

 

Kim Clark 

Associate Professor 

University of Barcelona 

Gran Via de les Corts Catalanes, 585, 08007 Barcelona, Spain 

 

Rowan Roberts 

Professor 

University of Bologna 

Piazza Puntoni, 1, 40126 Bologna, Italy 

 

Cameron Smith 

Dr. Sc 

University of Paris-Saclay 

Rue Jean Boussinesq, 91400 Orsay, France 

 

Abstract. This study investigates the dynamics of fiscal decentralization in Southern Europe, 

particularly focusing on municipal budget allocations as a response to economic shocks. Utilizing a 

mixed-methods approach combining quantitative data analysis and qualitative interviews, we 

examine how varying degrees of fiscal autonomy impact local governance and public service 

delivery. Our findings reveal significant disparities in budget prioritization across municipalities, 

influenced by political, social, and economic factors. This analysis contributes to the understanding 

of decentralized fiscal policies and their implications for regional economic development in the face 

of contemporary crises. The insights derived from this research are critical for policymakers aiming 

to strengthen local governance frameworks in economically diverse regions. 
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Introduction 

Fiscal decentralization has emerged as a pivotal strategy for enhancing local governance, 

particularly in the context of global economic fluctuations and regional disparities. As 

countries grapple with the aftermath of financial crises, the allocation of resources at the 

municipal level becomes crucial for fostering economic resilience and accountability. The 



relevance of this study is underscored by the mounting pressures faced by Southern 

European municipalities, which are increasingly required to adapt their fiscal policies to 

cope with economic volatility. Despite the theoretical advantages attributed to fiscal 

decentralization, practical outcomes often reveal a complex landscape where local 

administrations may struggle with budgetary constraints and limited autonomy. In recent 

years, the European Union has emphasized the importance of local governance in 

promoting sustainable development and social equity. However, there exists a significant 

gap in empirical research that scrutinizes how varying levels of fiscal decentralization 

affect the effectiveness of local budgetary allocations. This study aims to fill this void by 

providing a detailed analysis of municipal budget allocations in Southern Europe, 

specifically focusing on how these allocations are influenced by both economic conditions 

and local governance structures. We employ a mixed-methods approach, integrating 

quantitative analysis of budgetary data with qualitative insights obtained from interviews 

with key stakeholders at the municipal level. This methodology allows us to capture the 

nuances of fiscal decision-making processes and their repercussions on public service 

delivery. Through this rigorous examination, we aim to elucidate the mechanisms through 

which municipal budgets can be optimized to better respond to economic shocks while 

promoting local welfare. The structure of this paper is organized as follows: Section 2 

reviews the existing literature on fiscal decentralization and its theoretical foundations. 

Section 3 outlines the methodology employed in this study, detailing the data sources and 

analytical techniques used. Sections 4 and 5 present our findings and their implications for 

policy and practice, concluding with recommendations for enhancing fiscal governance at 

the municipal level. 

This is a preliminary version. To read the full version of the article, please purchase a 

subscription. 
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