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The Basic Features of intergovernmental 
relations  in Belarus.

• The centralized assignment of public functions and 
heavy control of central government over service 
delivery  and financing local development projects.

• Low level of own source revenues (usually about 9 
% of municipal budget revenues is defined and 
collected by the local government ). 

• Revenue-sharing practice is highly discretionary,  a 
specific sharing ratio changes every year. 

• Any change in a local government’s own revenues is 
almost entirely offset by an opposite change in 
shared revenues.

• Local governments are unable to benefit from an 
increase in the local tax base, and, therefore, lack a 
revenue incentive to expand the tax base.
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Main points of paper.

• Inefficient intergovernmental relations are 
a possibly important reason why majority 
of Belarusian municipalities are not 
interested in financing and promoting local 
development projects. 

• The system of intergovernmental relations 
in Belarus represents a model that can be 
called "market-hampering federalism" 
since local revenues are independent of 
local economic prosperity.

Indicators of fiscal decentralization (sub-
national government spending  and 

revenues in 2004)

22.423.436.9Local 
governments

29.227.021.1Middle-tier 
governments
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as percentage
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Composition of expenditures of an 
average  localities budget

11.19.3Others,%

2.21.6Administration, %

12.115.4Subsidies to utilities,%

25.323.3Subsidies to housing 
and enterprises, %

23.124.3Health care,%

27.226.1Education,%

20041999Year

Composition of revenues of an average  
localities budget.

3.94.12) Non-tax revenues, 
%

6.35.11) Local taxes, %

9.99.2Own Revenues, %

24.420.12) Transfers from the 
regions, %

75.570.71) Republican and 
regional taxes, %

89.990.8Shared Revenues, % 

117107# of localities

20041999Year
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Basic features of revenue sharing in 
Belarus.

• The  revenue sharing arrangements in  Belarus are 
annually changed.

• The  portions of shared taxes and the amounts of 
transfers are not determined on the basis of a fixed 
formula, and vary both over time and across localities 
within a single region

• Regional officials estimate the "needed level of 
expenditures“ for localities depending on minimal 
standards, and the total amount of funds that is to be 
distributed among the localities

Main Prepositions.

• Strength of governmental fiscal incentives can 
influence local support for business growth and 
the efficiency of public goods provision.

If fiscal incentives are weak so that the local 
government's ability to increase its marginal 
revenue by increasing its tax base is close to 
zero, then budget revenues are not affected by 
changes in governmental policy towards 
business. 

Stronger fiscal incentives should lead to higher 
efficiency in provision of public goods, because 
a smaller portion of public expenditures is 
wasted.
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Variables
• Incentives proxy measures the strength of 

fiscal incentives of the local government : it is 
equal to zero if changes in shared and own 
revenues have opposite signs; otherwise, the 
incentives proxy is equal to one. 

• Total budgetary revenues 
• Total expenditures per capita.
• The variable new business formation is the 

number of newly privatized and newly opened 
businesses in the locality .

• Measures of outcomes associated with public 
goods provision: the infant mortality rate and the 
share of school children who must attend school 
in the evening due to overcrowded schools.

Pair-wise correlation coefficients

-0.06 (0.33)Incentives proxyUnavailability of 
schools

-0.11**(0.06)Incentives proxyInfant mortality

0.17** (0.06)Incentives proxyNew business 
formation

-0.33 (0.73)Incentives proxyTotal expenditures 
per capita

-0.059 (0.44)Incentives proxyTotal budgetary 
revenues

-0.47 *(0.00)Change in shared 
revenues

Change in own 
revenues
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Conclusions 1 .

• Fiscal incentives of local government in Belarus are 
very weak. Local officials have not been given 
sufficient responsibility for their decisions on 
expenditures and have not been granted the right to 
raise their own revenues .

• Revenue sharing relations between local and 
regional governments hinder local government’s 
incentives for providing infrastructure for private 
business development.

• The fiscal dependence of local governments on the 
regions has a negative effect on the efficiency of 
local public goods provision.

Conclusions 2.

• Implication to the theory of 
decentralization: shifts in expenditures 
towards higher decentralization will not 
achieve the expected benefits without a 
concurrent shift in control towards 
localities over how much revenue local 
governments can collect.


