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FOREIGN MODELS OF INTER-BUDGET RELATIONS 
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Аннотация. За период становления казахстанской экономики накоплен 

значительный опыт регулирования отношений между бюджетами, при этом 

существенную роль в развитии методов управления межбюджетными 

отношениями в Казахстане оказала многолетняя практика бюджетного 

регулирования в зарубежных странах. Однако, по мнению многих экономистов, 

воспроизведение той или иной схемы отношений не может быть применено в 

виде стандарта ко всем государствам. Потенциал территориального 

регулирования и жизнеспособность той или иной модели межбюджетных 

отношений зависит не только от уровня государственных ресурсов, 

сложившихся в исторически определенных социально-экономических условиях 

отдельно взятой страны, но и от политической стабильности вне ее. Четкое 

разграничение расходных полномочий и наделение всех уровней власти 

достаточными источниками доходов, для реализации возложенных на них 

функций, является залогом эффективной модели организации межбюджетных 

отношений. 

 

Аңдатпа. Қазақстандық экономиканың қалыптасу кезеңінде 

бюджеттер арасындағы қатынастарды реттеудің елеулі тәжірибесі 

жинақталған, бұл ретте Қазақстанда бюджетаралық қатынастарды 

басқару әдістерін дамытуда шет елдерде бюджеттік реттеудің көпжылдық 

тәжірибесі елеулі рөл атқарды. Алайда, көптеген экономистердің пікірінше, 

қандай да бір қарым-қатынас схемасын қайта шығару барлық мемлекеттерге 

стандарт түрінде қолданыла алмайды. Аумақтық реттеудің әлеуеті мен 

бюджетаралық қатынастардың қандай да бір моделінің өміршеңдігі жеке 

алынған елдің тарихи айқындалған әлеуметтік-экономикалық жағдайларында 

қалыптасқан мемлекеттік ресурстар деңгейіне ғана емес, одан тыс саяси 

тұрақтылыққа да байланысты. Шығыс өкілеттіктерін нақты ажырату 

және биліктің барлық деңгейлеріне жүктелген функцияларды іске асыру үшін 

жеткілікті табыс көздерін беру бюджетаралық қатынастарды 

ұйымдастырудың тиімді моделінің кепілі болып табылады. 

 

Abstract. During the formation of the Kazakh economy, considerable 

experience has been accumulated in regulating relations between budgets, while 

many years of practice of budget regulation in foreign countries has played a 

significant role in the development of methods of managing inter-budget relations in 

Kazakhstan. However, many economists felt that the reproduction of a relationship 

scheme could not be applied as a standard to all States. The potential of territorial 

regulation and the viability of a model of inter-budget relations depend not only on 

the level of State resources established in the historically defined socio-economic 

conditions of a given country, but also on political stability outside it. A clear 
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division of spending powers and the granting of sufficient sources of income to all 

levels of government to carry out the functions assigned to them is the key to an 

effective model of organizing inter-budget relations. 

 

Ключевые слова.Межбюджетные модели; федеральный бюджет; 

региональный бюджет; трансферт; регулирование; Китайская модель; 

Американская модель; Немецкая модель; финансовая поддержка. 

 

Кілт сөздер. Бюджетаралық үлгілер; федералдық бюджет; аймақтық 

бюджет; трансферт; реттеу; Қытай моделі; Американдық үлгісі; Неміс 

моделі; қаржылық қолдау. 

 

Кey words.Inter-budget models; federal budgets; transfer; regulation; Chinese 

model; American model; German model; financial support. 

 

In international practice, the main objective of State authorities in the sphere of 

inter-budget regulation is to create a stable system for the distribution and 

redistribution of financial resources between the levels of the budget system and 

individual municipalities, ensuring the most effective use of financial resources for 

the provision of State (municipal) budgetary services. 

The main objectives of the formation of the system of inter-budget relations in 

the Republic should be the financial self-sufficiency of the regions; Reduction of the 

number of subvencial regions; Reducing counter-financial flows between budget 

levels; Ensuring that the level of socio-economic development of the Territories is 

equalized as much as possible; Guarantee to all citizens, regardless of their place of 

residence, regardless of climate condition of minimum budgetary security. Among 

the existing models of inter-budget relations applied in different countries, the criteria 

of best practice in the management of inter-budget transfers are: 

•  the stability of a system of formation and distribution of the 

interbudgetarytransferkt providing stability in receiving financial support in the 

medium term; 

• objectivity and transparency of methodology of formation and 

distribution of the interbudgetary transfers; 

•  publicity, information openness of process of formation, distribution, 

granting and expenditureinterbudgetary of transfers; 

•  direct participation of local authorities in the solution of questions of 

formation and distribution of the interbudgetary transfers; 

• regular assessment of effectiveness of a system of the interbudgetary 

transfers on the basis of which decisions on its improvement are made. 

International experience shows that existing models of inter-budget relations 

can be conditionally divided into 3 main types: 

• Chinese model; 

• American model; 

• German model. 

In China, taxes are collected by regional authorities, the center determines 

(partly by established methods, but mainly by agreement) how much money to leave 
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to the region. It is common practice to transfer tax payments to the central budget. 

The centre does not interfere in the affairs of the provinces. However, those who fail 

to cope with the tax "tribute" may lose their position and even be excluded from the 

party. [1, p.74]. 

It is clear that the viability of such a model is possible only in a party-

administrative state. Its efficiency is low, as there is no incentive to increase revenues 

and rationalize expenditures, and the burden on the highest level of the budget is 

increasing, which will sooner or later lead to collapse. 

There is classic fiscal federalism in the United States. The federation, states 

and municipalities have their own "non-intersecting" taxes and even autonomous tax 

services. There are no deductions from federal taxes to state budgets. The absolute 

independence of the states in terms of the formation of revenue budget items is as 

follows: it is possible to raise rates, introduce new types of taxes or issue bonds. The 

only condition is that you can 't ask for funds from the center. Financial assistance is 

distributed mainly in the form of targeted subvents, the objectives for which are 

determined according to national priorities. [6, p.12]. 

In the provision of social services, public authorities do not rely on minimum 

social standards, but on the principle of ensuring an equal standard of living for all 

inhabitants of the country. However, Germany remains a federation consisting of 16 

subjects - lands, as well as municipalities. The federal authorities of Germany are 

responsible for defence, international relations, citizenship, emigration and 

immigration, monetary policy, financing and regulation of federal transport, postal 

and telecommunication services. 

The powers of the Länder authorities extend to the regulation of culture, 

education, justice and the rule of law, health care, and regional economic policy. 

Municipal authorities are responsible for utilities, local health institutions, sports, 

housing, roads and schools. However, the scope of competence of authorities at 

different levels does not always coincide with their spending powers. Expenditures in 

social policy and infrastructure construction are carried out by budgets at all levels. 

There is also a tendency to transfer spending authority to the lower level of the 

budget system, with municipal budgets currently funding about two thirds of all 

government capital expenditures, with most of the authority to finance them 

transferred to higher-level budgets. [2, p.64]. 

The right of authorities at various levels to impose certain taxes, as well as the 

distribution of tax revenues among the levels of the budget system, is enshrined in the 

Constitution and cannot be changed except through amendments thereto. 

Revenues from all major taxes of Germany are to be distributed among budgets 

of different levels. Thus, income tax revenues from individuals are distributed in 

equal shares between federal and regional budgets (42.5% each), and the balance 

(15%) is credited to local budget revenues. Corporate income tax revenues are 

divided equally between the federal budget and land budgets, 80% of small business 

tax revenues are credited to municipal budget revenues, 15% to land budgets and 5% 

to the federal budget. The income of the value added tax is distributed almost equally 

between the federal budget and the land budgets (50.5% - to the federal budget, 

49.5% - to the land budgets). It should be noted that together these taxes account for 

about 70% of the tax revenues of the consolidated budget of Germany. In Germany, 
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value added tax plays a regulatory tax role, as in case of redistribution of spending 

powers, the share of federal and regional budgets in total VAT revenues is subject to 

change, first of all. [4, p.175] 

However, the distribution of tax revenue between budgets at different levels 

does not coincide with the distribution of responsibility for collection of taxes and 

payments. Thus, the Constitution of Germany defines that the federal government is 

responsible for the administration of customs duties, fiscal monopolies, excise 

payments regulated by federal legislation (including import VAT), as well as taxes 

imposed by EU directives. 

The powers to administer all other taxes are assigned to the land authorities, 

and if the revenues of these taxes are credited to the federal budget, the federal 

authorities are agents of the federal government. If tax revenues are credited to 

municipal budgets, it is common practice to transfer full or partial administration to 

municipal authorities. 

The German budget system is characterized by a three-stage system of inter-

budget equalization. [3, p.16]. 

First, income equalization is carried out through VAT revenues to the budgets 

of the constituent entities: 25% of the share of land budgets in total VAT revenues is 

distributed among all lands, while 25% of the specified amount is allocated to support 

lands with low tax potential (transfer amounts are calculated in accordance with a 

special formula), and the remaining 75% is distributed in proportion to the 

population. [8, p.26] 

The second type of inter-budget alignment is the redistribution of budgetary 

resources between land budgets without interference from the federal government. As 

a criterion for determining the recipients of the transfer, the regional fiscal potential is 

calculated, which is the sum of the tax revenues of the regional budget with 

adjustments for the tax incentives granted and the amount of tax revenues of local 

budgets, adjusted in turn for population density, degree of urbanization, etc. The 

equalization standard for a given federation entity is also defined, which is calculated 

as the product of the average fiscal potential for all lands and the population size of a 

given land. Each recipient of financial assistance is then allocated a transfer so that its 

fiscal potential, taking into account equalization, is at least 95% of the average fiscal 

potential. At the same time, financial support is provided from regional budgets of 

donor lands. Usually, the transfer amount is 66.6% of the amount exceeding the 

average fiscal potential in the donor region. 

The third type of financial support for the regions in Germany is direct federal 

grants to some territories. At the same time, transfers to low-income Territories and 

high-income Territories are distinguished as compensation for the high level 

payments to the Eastern lands, transfers for special needs to certain lands, transfers 

for debt repayment by regional budgets, transfers to the Eastern lands budgets to 

stimulate investment and economic growth. [6, p.44]. 

The budgets of the various levels of the Federal Republic of Germany are 

entitled to borrow to finance the deficit, but there are rather strict restrictions on the 

amount of resources attracted by the Maastricht Treaty. 

Such restrictions are also contained in the regulations of the lands on the issue 

of borrowing by their authorities. State and municipal borrowing in Germany is 
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characterized by the following forms of borrowing: federal budget debt is issued 

almost completely in bonds, and most of the land budgets and almost all municipal 

budgets attract financial resources in the form of bank loans, as a result of which 

there is no municipal bond market in Germany. [8, p.33] 

Thus, the regulation of the attraction of loans by local governments faces 

certain difficulties: first, due to the absence of a loan market for municipal budgets, it 

is difficult to control the conformity of borrowing prices with market rates, and 

second, it is impossible to prevent the receipt of loans from local savings banks 

established by municipal authorities. 

The budgets of the various levels of the Federal Republic of Germany are 

entitled to borrow to finance the deficit, but there are rather strict restrictions on the 

amount of resources attracted by the Maastricht Treaty. 

Such restrictions are also contained in the regulations of the Länder on the 

issue of borrowing by their authorities. State and municipal borrowing in Germany is 

characterized by the following forms of borrowing: federal budget debt is issued 

almost completely in bonds, and most of the land budgets and almost all municipal 

budgets attract financial resources in the form of bank loans, as a result of which 

there is no municipal bond market in Germany. [10, p.77] 

Thus, the regulation of the attraction of loans by local governments faces 

certain difficulties: first, due to the absence of a loan market for municipal budgets, it 

is difficult to control the conformity of borrowing prices with market rates, and 

second, it is impossible to prevent the receipt of loans from local savings banks 

established by municipal authorities. 

The review of budgetary systems and systems of inter-budgetary alignment of 

countries with federal and unitary State structure makes it possible to draw the 

following conclusions. 

The special feature of the budgetary systems of federal States is, first of all, the 

much greater autonomy of the authorities of the constituent entities of the Federation, 

that is, the second level of power in the country after the central Government, in the 

field of establishing tax rates and introducing new taxes, distributing spending 

powers and managing the funds of its own budgets. 

Over the past decades, many States have tended to transfer many spending and, 

to a lesser extent, revenue-generating powers to local levels of government. This 

trend is a consequence of the evolution of views on the political structure of State 

power towards greater representation of the population in political decision-making 

and the approach of the quantity, quality and structure of public services to the 

preferences of their recipients. [7, p.6]. 

Therefore, on the basis of the above-mentioned principles of allocation of 

spending powers among the levels of State power, it can be concluded that from the 

point of view of macroeconomic control over the state of expenditure of the State 

budget, it is not the way of allocation of spending powers that is more important, but 

the control of the overall level of public expenditure. [9, p.74]. 
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