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Abstract: 

The aim of this paper is to analyze the effect of revenue decentralization on the 

provision of infrastructure at the sub-national level. We estimate the effects of revenue 

decentralization and earmarked grant financing on the level of sub-national 

infrastructure investment in 20 European countries over the period 1990-2009. The 

results are interpreted in light of the predictions of the theory on fiscal federalism. We 

find that it is sub-national infrastructure investment that increases after revenue 

decentralization and not investment in redistribution. However, the effect of revenue 

decentralization is lower the higher the use of earmarked grants to fund infrastructure 

investment. 

 

Keywords: regional investment, fiscal federalism, dynamic panel data 

 

 

  

+
 corresponding author, OECD, 2, rue André Pascal, 75775 Paris Cedex 16, France, 

Phone: +33 14524 9860,  e-mail: andreas.kappeler@oecd.org
 

∆
Universitat de Barcelona & Institut d'Economia de Barcelona (IEB), e-mail: 

asole@ub.edu
 

^ 
Jönköping International Business School, Jönköping University and Ratio Institute 

Stockholm, e-mail: Andreas.Stephan@jibs.hj.se
 

*
European Investment Bank, e-mail: t.valila@eib.org 

                                                 
1
 Disclaimer: Opinions expressed in this paper are those of the authors. They do not 

necessarily reflect the views of the EIB or the OECD. 
 



https://isiarticles.com/article/3152

