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In this paper the intergovernmental fiscal relations and mechanisms of fiscal equalization are concerned. It deals with the financial equalization’s specific in Belarus.  Issues of vertical and horizontal equalization are considered.  Tools and methods to correct vertical and horizontal imbalances are concerned, too.  In the paper a special emphasis is placed to introduce into practice the transparent interbudgetary relations and a fair and clear formula of horizontal equalization.  By the author's point of view suggested in the paper formula-based of horizontal equalization for Belarus is to be introduced in fiscal equalization mechanism. Issues of further evolution of the budgetary security’s standards are considered.

In the paper a huge digital and analytical material characterizing the evolution of intergovernmental fiscal relations in Belarus are presented.
1.  Introduction

      Problems of inter-regional cooperation in current conditions are extremely wide and diverse. As one of important aspects of this problem are the intergovernmental fiscal relations, fiscal competition between regions and fiscal equalization of welfare branches between municipalities. They are as serious incentives in regional and interregional development.  Practice shows that the countries having more decentralized fiscal systems achieve more perfect intergovernmental fiscal relations, actively use mechanisms of the fiscal competition between municipalities, and apply fair methods of fiscal equalization.

        Since disintegration of the Soviet Union, The  Republic of Belarus, as well as all other post-Socialist countries, has been engaged in economic reforms and reforming intergovernmental fiscal relations. Among numerous reformations of that period the aspiration and determination to reform the economic and fiscal relations at sub-national levels to follow civilized models of the regional and local government, based on fiscal decentralization took place.  However since the beginning of 2000 year the spirit of reformation in Belarus began to die away considerably. Without having taken serious steps in this direction, "return" to socialist models of the fiscal relations and financial management was performed. Thus a "kickback" to supercentralization has been made.

         However, it at all doesn't mean that the intergovernmental fiscal relations together with inter-regional development shouldn't be improved. On the contrary, approach to fiscal decentralization can be performed from more its remote positions: improvement of separate fiscal instruments, models, formulas, experiments, pilot projects.

What Belarus has now, and on what way the intergovernmental fiscal relations, instruments of tax- sharing and fiscal equalization, proceeding from features and traditions of the Belarusian economy will be developed. This paper will be devoted to these issues.
2. General characteristic of intergovernmental fiscal relations in Belarus

          In recent years the budgetary system of the Republic of Belarus developed under the impact of macroeconomic factors: GDP growth, industrial outputs, and investments into fixed capital, retail commodity turnover and growth of the monetary income of the population, loan investments in real sector of economy and other indicators of economic growth.

By these reasons of central budget growth and sub-national ones were close to values of GDP, and in separate years even advanced growth of this indicator. It should be noted that the share of sub-national budgets to GDP within the last ten years from 17.5 to 20.1 per cent made and that is quite comparable with the European countries and even exceeded some countries of the Central and Eastern Europe (Sevic, Z., eds., 2008,  p. 58).
         The table 1 given below shows that for the analyzed period changes in ratios of GDP growth, in the rates of consolidated budget and sub-national (local) budgets took place. So, in 2003 sub-national budgets growth advanced GDP one and the consolidated budget growth, as well. Thus the greatest gap between rates of sub-national budgets, GDP and the consolidated budgets was respectively observed – 8.3 and 0.8 percentage points. This period was characterized by the period of financial resources decentralization at local level, expansion of local authority’s rights in taxation: granting rights to determine tax rates, tax bases, terms of payment of some taxes and fees, to enter privileges on objects of the taxation and tax exemptions. However, since 2004 the situation was gradually transformed to centralization advantage of financial resources in local management. The center of gravity began to move gradually from decentralization of financial resources to their centralization and in 2008 the consolidated budget growth began considerably and it is essential to advance GDP growth and sub-national budgets one. Thus, tendencies of the last years which developed by evolution of budgets for different governmental ties, transition of the center of gravity to the budgetary centralization in local financial management predetermined of intergovernmental fiscal relations’  evolution  in Belarus by the way of the Soviet model of budgetary system.  On the other hand, the system of the intergovernmental fiscal relations in many respects was defined by the administrative and 

Table 1.

Budgetary indicators of the Republic of Belarus for 2002 – 2011

	Indicators
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	GDP, bn. Belarus rubles
	26138.3
	36564.8
	49991.8
	65067.1
	79267.0
	97165.3
	129790.8
	136789.8
	162963.6
	274282.1

	GDP growth in per cent to previous year. (2002=100%)
	100.0
	139.9
	136.7
	130.2
	121.8
	122.6
	133.6
	105.4
	119.1
	168.3

	Revenues of consolidated  budget, bn. Belarus rubles
	8636.1
	12210.6
	22056.9
	30824.9
	38391.3
	48049.0
	65663.30
	62807.6
	48765.4
	85608.3

	Consolidated budget growth (by the revenues) in per cent to the previous year (2002 =100%)
	100.0
	141.4
	180.6
	139.8
	124.5
	125.2
	136.7
	95.7
	77.6
	175.6

	Revenues to GDP ( in percentage)
	33.0
	33.4
	44.1
	47.4
	48.4
	49.5
	50.6
	45.9
	29.0
	31.2

	Consolidated budget expenditures, bn. Belarus rubles
	8681.1
	12795.0
	22036.4
	31256.8
	37256.2
	47626.9
	63811.3
	63765.9
	52970.7
	79106.1

	Consolidated budget growth (by the expenditures) in per cent to the previous year (2002= 100%)
	100.0
	147.4
	172.2
	141.8
	119.2
	127.8
	134.0
	99.9
	83.1
	149.3

	Expenditures to GDP (in percentage)
	33.2
	35.0
	44.1
	48.0
	47.0
	49.0
	49.2
	46.6
	32.5
	28.8

	Sub-national budget  revenues, bn. Belarus rubles
	4766.5
	7292.8
	9381.0
	12049.3
	13903.6
	17989.3
	24181.0
	21261.8
	27976.5
	48400.1

	Sub-national budgets growth (by the revenues) in per cent to the previous year (2002 . =100%)
	100.0
	153.0
	128.6
	128.4
	115.4
	129.4
	134.4
	87.9
	131.6
	173.0

	Sub-national budget  revenues to GDP (in percentage)
	18.24
	19.94
	18.7
	18.52
	17.54
	18.51
	18.63
	15.50
	18.63
	15.50

	Sub-national budget  expenditures, bn. Belarus rubles
	4947.6
	7331,7
	9172.0
	12263.3
	13938.6
	17825.9
	23869.9
	22277.8
	28367.3
	43946.4

	Sub-national budgets growth (by the expenditures) in per cent to the previous year (2002  =100%)
	100.0
	148.2
	125.1
	133.7
	113.7
	127.9
	133.9
	93.3
	127.3
	154.9

	Sub-national budget  expenditures to GDP
	18.93
	20.05
	18.34
	18.85
	17.58
	18.35
	18.39
	16.29
	18.39
	16.02

	Deficit (-), Surplus (+) of consolidated budget  
	-181.1
	-38.9
	209.0
	-214.0
	-35.0
	163.4
	311.1
	-958.3
	-4205.3
	6502.2


Source: Own author’s calculations on the base of National bank of Republic of Belarus reports
Table 2

Number of local budgets at the sub-national level as of January 1, 2008 in comparison with as of January 1, 2013
	Administrative – territorial units of the first level 
	Sub-national budgets

	
	Number of local budgets of the 1-st level (oblast budgets)
	Number of local budgets of the 2-nd level (base budgets of territorial level)
	Number of local budgets of the 3-rd level (budgets of primary territorial level)
	Total of sub-national budgets of all levels

	
	1/1/08
	1/1/13
	1/1/08
	1/1/13
	1/1/08
	1/1/13
	1/1/08
	1/1/13

	Brestskay oblast
	1
	1
	19
	19
	237
	229
	257
	249

	Vitebskay oblast
	1
	1
	25
	25
	215
	214
	241
	240

	Gomelskay oblast
	1
	1
	23
	22
	289
	252
	313
	275

	Grodnenskay oblast
	1
	1
	19
	18
	205
	193
	225
	212

	Minskay oblast
	1
	1
	26
	22
	326
	281
	353
	304

	Mogilevskay oblast
	1
	1
	23
	23
	197
	175
	221
	199

	Minsk city (capital)
	1
	1
	-
	-
	-
	-
	1
	1

	Total:
	7
	7
	135
	129
	1469
	1344
	1611
	1480

	The share of sub-national – budgets of each level (in per cent) 
	0.43
	0.47
	8.37
	8.72
	91.2
	90.81
	100.0
	100.0


Source: Own author’s calculation on the base of oblasts financial departments data
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 territorial division inherited since the Soviet Union. Most of general principles created the general approaches to local financial management and intergovernmental fiscal relations in Belarus. Now in Belarus there were three levels administrative – territorial units.

Administrative – territorial units of the first level are presented by oblasts and the Minsk capital city, the second one is presented by budgets of rayons and the cities of oblast submission and, at last, the third level - the cities of regional submission, urban settlements and rural ones. According to these levels budgets are formed. It is characterized by data of the following table 2.
        In recent years the Belarus intergovernmental fiscal relations have been changed by the reason of municipality’s integration process that was reflected in assimilation of their local budgets, especially primary local budgets. For the last five years the number of local budgets of base level reduced on 6 units, and the number of budgets of primary level was reduced on 125 units (see fig.2).  The greatest number of local budgets’ reductions connected with their integration took place in the Minsk oblast and Gomel one. For example, in the Minsk oblast the number of basic budgets was reduced on 4 units, and budgets of primary level on 45 units, only (see fig.1).

       Integration of budgets happened under the impact both external factors connected with globalization, crisis shocks and the internal factors connected with weakening of economic and fiscal potential of territories and reduction of number of inhabitants in municipalities.

Characterizing the intergovernmental fiscal relations in Belarus which didn't undergo some essential changes since Union disintegration, it should be noted that they got features of cooperative model relations inherited by the former Soviet Union (Bogacheva, O.V., 1995. p.33). 

- existence of own, ceded and regulating taxes for each level of the budgetary system;

- broad participation of the regional authorities into intraregional fiscal regulation of own and ceded revenues;

- raised by responsibility of the Center in points of local finance (directing of indicators to local budgets, responsibility for deficiency of local budgets, etc.);

- restriction of independence of the local authorities in points of establishment of tax rates and tax bases, “petty guardianship” of local budgets by the higher sub-national governments;

- existence of the developed intraregional mechanism of funds redistribution  between territorial levels inside of oblast by means of  normative differentiation and sharing of  ceded  and own taxes and other revenues;

             Belarus is some kind of unique country where the local government isn't spread on administrative - territorial levels and is being outside all levels of sub-national budgets. The local government is spread only on narrow group of territorial public self-government organizations where self-organization of citizens on a voluntary basis is performed. So, these things happen in a residence, in territories of residential districts, housing complexes, quarters, streets, settlements, etc.  First of all, it self-administrative organizations: territorial micro collectives, house committees and other organizations of citizens in a residence, who assist councils and executive committees in local administration. Therefore, in legislative base the double term "local government and local self-government" is used, and the system of local government and local self-government is completely included into State governmental system.  A certain specifics on the organization of the intergovernmental fiscal relations it imposes.

It should be noted that in legislative base the intergovernmental fiscal relations are regulated by the Budget Code of the Republic of Belarus which transforms system of local government finance to nation-wide system of finance. Recently accepted by the Belarus Parliament the Budget Code which came into force since 2010 was far in  relations to definition of accurate "rules of the game" in intergovernmental fiscal relations (Budzhetnyj Kodeks  Respubliki Belarus., 2008). Concepts of expenditure assignment  and expenditure functions, the rights and duties in field of legal regulation of the budgetary expenditures,  order of differentiation of expenditure assignment, fixing by their tax revenues, the organization of public services funding , formula of horizontal equalization,  principles and  technique of transfers distributing are didn't find reflection into the Budget Code. Moreover, additions and amendments to the Budget Code recently have made even more strongly introduced local budgets into system of State governance (O vnesenii izmenenij i dopolnenij., 2010).

         The system of the interbudgetary relations in Belarus is being looked through none transparently.  The published data on the Ministry of Finance website cover only budgetary legislation and some data on the consolidated budget and central one from which data on sub-national budgets which can be received only by the own calculated way (Oficialny sait Ministerstva finansov Respubliki Belarus, www.minfin.gov.by). There are no data on local budgets by the all governmental tiers, information on the principles of formation of the interbudgetary relations, on existing techniques of distribution of the transfers, given about performance of local budgets in them. In the Ministry of Finance there is no one the organizational structures which are engaged in local finance and sub-national budgets as a whole.

Thus, the system of the interbudgetary relations in Belarus remained the closest to Soviet one and any large-scale reforms and experiments after the disintegration of Soviet Union period weren't made.

3. System of vertical and horizontal equalization

The existing system of the interbudgetary relations much more reminds system of the intergovernmental fiscal relations in Russia, however, only in that part in which regional budgets interact with the local ones. For regulation of oblast budgets the differentiated portions of assignments from republican (central) taxes (VAT, PT) are used. These are the so-called shared taxes. For regulation of rayon (district) budgets their individual shares in shared taxes are used and some taxes for local budgets are ceded as a procedure of intraregional regulation occur.  The additional financial help to rayon local budgets in the form of grants, subventions and subsidies from the republican (central) budget is provided, but it based not on the transparent  formula, and on coordination of their revenues and expenditures with more higher governmental tiers. Main type of the financial help is grants for a covering of welfare sphere expenditures (up to 70 per cent). They are provided by the fund of financial support administrative – territorial units (FFSATU), and formed as a part in the central budget.
Another characteristic feature of the intergovernmental fiscal relations in Belarus is that it is built from the revenues of various levels, instead of from expenditure assignment and the corresponding expenditure functions. It creates uncertainty and vagueness in public services funding. For today there is no clearness in distribution of expenses between budgets of different levels. It is not clear, for example, for the granting of what public services this or that level of government responds, who respond for providing of funding of this or that service. So, differentiation of expenditures between budgets of different levels, in fact, isn't determined in the Law "About the Budgetary System of Republic of Belarus and the State "off-budget Funds" . In article 30 of the Law it is noted that local budgets provide funding of the economic, social, and cultural and other events held in the respective territory (O budzhetnoj sisteme Respubliki Belarus, 1993).
          The formed intergovernmental fiscal relations in Belarus are covered by two main parts: system of tax division and system of providing the financial assistance through grants, subsidies and subventions or another word, through the transfer system.  By these systems vertical and horizontal equalization is performed. The system of tax division provides "splitting" as nation taxes (VAT, PT), and some own and ceded taxes in frame of intergovernmental fiscal regulation, and also regulation of own taxes and fees in an order provided by the annual budget Law.
     The central chain of tax sharing system is naturally the shared taxes which get regulating character. As well as in other CIS countries they represent taxes which gather on the territory of administrative – territorial units and sharing between the center and oblasts (regions) in a proportional ratio. However any rules of further division of these taxes among levels of sub-national budgets legislatively aren’t registered.
       In frame of intergovernmental fiscal regulation in Belarus the system of division of taxes performs some functions. The first function is filling of local budgets by financial sources: nation-wide straight lines and indirect taxes. From theoretical positions the shared taxes "are born" from the manufactures located in regions and territorial units. Therefore, transfer of these taxes in a full size into the central budgets would deprive regions and municipal units of reproduction sources and stimulation to use the local resources: labor, material, raw, funds.

     The second function is to correct vertical instability by installment of tax division norms for the central government and sub-national ones from the central budget (Slukhai S., 2003, p.18).       
Existence of vertical instability is characterized by our calculations which are based on calculation of instability coefficients, HC1 and HC2 offered by J. Hunter (Hunter, J., 2000,  pp.47-48). 
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Fig. 3 Coefficients of vertical imbalance in Belarus for 2000 - 2011.
Source: Own author’s calculations on the basis of Ministry of Finance reports.

They are illustrated in figure 3.
       However, as fig. 3 shows, in Belarus coefficients of vertical imbalance demonstrate tend to weakening. In certain cases, however, especially in the period of 2000-2004, these coefficients have been higher than in Ukraine and Russia (Slukhai S. eds., 2003. p.23). 

It should be noted that HC1 coefficient yet doesn't reflect a role of own revenues of the sub-national governments. The vertical instability is corrected mainly through the shared taxes left in local budgets and which could be considered as own sources only with much caution (Slukhai S. 2003, p.23). The lack of financial freedom of action at regional and local levels, as well as, in quantitative and in high-quality measurements still characterizes rather high degree of vertical financial imbalance. In Republic of Belarus more than 50% of expenditures of sub-national budgets are covered by external financial sources.  In Russia this indicator makes 55-60% (Migara De Silva, Galina Kurlandskay., eds., 2006. p.101). In Ukraine it is even higher - about 80-85% (Slukhai S., 2003, p.24). However, as in case with many post-soviet countries, the central governments can't be in a position to weaken the control over financial streams in public sector. Belarus isn’t an exception of this rule.

       As it was already mentioned above, the system of tax sharing along with performance of some other functions is an important tool for correction of vertical imbalance, providing the structure of these taxes participating in sharing is stable, and there will be stable sharing normative, at least on nearest future. However, practice testifies to the return. Continuous changes in structure of shared taxes and normatives of their dividing which take place in the budgetary policy of Republic of Belarus, hardly it is possible to recognize justified from positions of maintenance of stability on prospect. Normal functioning of local budgets requires stable standards of assignments from republican taxes on the nearest future and remote outlook better to plan own local taxes and needs for transfers. Therefore, the problem of stability of nation-wide taxes sharing continues to be relevant and now.
     It should be noted that the system of tax sharing in Belarus is beyond vertical equalization. The method of tax dividing is used in horizontal imbalances' equalization as well, which is performed as a procedure of intraregional regulation. In this case the taxes ceded to rayon budgets (basic territorial budgets) are subject to "splitting": personnel income tax, real estate tax, land tax, assignments from target collecting. Aspiration as much as possible "to close" horizontal imbalances by methods of tax sharing lead to that these taxes collected in one municipalities are withdrawn through normatives of dividing and are transferred to other, "poorer" municipalities  as a procedure of  intraregional regulation.
     Besides illegal the sharing of a real estate tax which by the nature is an immobile tax is represented and can't be as the regulating tax. It is also impossible agree with centralization practice of some local taxes and fees, for example, a tax on sales, and replacement with it donations from the oblast budget. Similar practice gained quite wide circulation in a number of oblasts that, in our opinion, is represented illegally from position of fiscal decentralization rules and transition to civilized models of the intergovernmental fiscal relations.

      That’s why it would be fair to exclude regulation of process of horizontal equalization by methods of differentiation of ceded and own taxes having replaced it by equalization transfers on the basis of transparent formula-based which in Belarus is absent now.
4. Whether the formula-based for horizontal equalization is need for Belarus ?
      In Belarus, as well as in countries of all post – soviet space there were certain territorial inequalities in the revenue base distribution, inherited mainly by thy socialist policy of productive forces placement, recurrence of [gigantomania], irrational economic structure to form the region. Therefore, as a main objective of horizontal equalization in Belarus is smoothing of distinctions in the budgetary security of the separate territories caused by objective factors, and also creation an equal starting conditions for concrete rayons which purpose is providing for all territory of the country of recognized minimum social standards acts. However, what are the Belarus specifics of horizontal equalization into practice of intergovernmental fiscal relations?    
The main instruments of horizontal equalization in Belarus are transfers in the form donations, subventions and subsidies allocated from the central budget that is illustrated by table 3.

Table  3.
The structure of donations, subventions and subsidies for sub-national budgets in Belarus for 2009 - 2011 (share in per cent)
	Types of transfers assigned from the Central (Republican) budget 
	Years

	
	2009
	2010
	2011

	Donations to the  welfare branches (donations to the neptoizvodstvennay sfera)
	59.8
	72.65
	75.7

	Subventions for funding of  agricultural expenditures 
	8.6
	5.8
	4.2

	Subventions for funding of expenditures to overcome of Chernobyl catastrophe 
	13.1
	6.65
	6.2

	Funds received from the State off-budget fund of social protection of the population to  provide the funding of employment 
	1.9
	1.1
	0.7

	Subventions on housing construction
	1.9
	1.7
	1.1

	Other interbudgetary transfers 
	4.3
	0.8
	0.6

	Capital transfers from other budgets of the fiscal system of the Republic of Belarus 
	10.4
	11.3
	11.5

	Total:
	100.0
	100.0
	100.0


  Source: Own author’s calculations on the base of Ministry of Finance of the Republic Belarus reports

          As the table 3 shows, transfers for welfare branches' equalization [otrasley neproizvodstvennoj sfery] are the main channel of the financial assistance for local budgets which is allocated from FFSATU being formed as a part in the Central budget. However, equalization practice based on non-formalized methods and non - transparent procedures of transfer’s allocation is being continued.
         It is enough to note that formation of this fund is performed on normative basis where the normatives of donation are directed up to the oblasts by the Budget Law.  Thus, normatives are not connected with plan of collecting ceded and own taxes, and exclusively with plan of the nation taxes (VAT and profit tax). The more nation taxes collected by rayon, the more sum donations it will receive. Thus, the sizes of allocated transfers don't connect with collecting own and ceded taxes which an important parameter is for transfer calculation.
      The size of transfer allocation is performed by the old Soviet approaches based on funding of protected expenditure items of municipal enterprises, only those what prescribe by the Budget Law: expenditures on salary, charges on salary,  food, medicines,  various transfers to the population, reimbursement  of housing and communal services’ costs [zatrat zhilishchno – communalnyh uslug] for the population. It would be important to note the process of transfer passing is performed not directly to the concrete local (rayon) budget and through the higher regional budgets that doesn't provide efficiency and creates opportunities for further redistribution of funds based on subjective approaches.

         Clearly, such system can't satisfy to a full measure of equalization in welfare sphere. To improve the system of horizontal equalization would be expedient to pass to civilized techniques of transfer allocation based on transparent and a fair formula. Because one of the main instruments of horizontal financial equalization are gratuitous and irrevocable transfers very important to use the objective and  formalized methods of their measurement which any interested persons could apply independently and receive the same result which would turn out both at  local government bodies and the central authority. It will allow to avoid recurrence at which the extent of the financial help allocated to local budgets depends not on objective results, and from abilities of local authority heads it is better to agree with the higher authorities.  Therefore, equalization formula in Belarusian intergovernmental fiscal relations should be implemented.       
           It should be noted that in Belarus a certain attempts to introduce of formula-based of horizontal equalization into practice are made. So, professor Tamara Sorokina recommends use a formula of revenue - expenditure equalization on the basis of fiscal capacity indicator of the territory which is calculating from the level which has developed by the country on the base of  average tax withdrawals, i.e. average tax pressure to GDP  and volume of gross regional product (GRP) (Sorokina T., 2004., pp. 135-139). According to the author’s point of view, it gives an opportunity to calculate a tax potential, which can take a concrete administrative - territorial unit (in calculation of per inhabitant) provided that its local authorities will make average country's fiscal efforts.
     In Sorokina’s presented formula-based there is a dependence of size of transfer and its structure from behavior of key indicators: GDP as a whole; GDP separated by the national economy branches; GDP separated by regions (oblasts); coefficient of tax withdrawal; coefficient of tax distribution; quantities and structures of inhabitants in the region.       
        At the same time, the offered formula conceals in itself a number of shortcomings. Most essential of them is absence of the official statistical reporting and data on GRP in regions (oblasts). Other shortcoming, in our opinion, represents a methodical uncertainty to define an average tax potential per inhabitant by the oblasts from the tax potential which remains at the territory to create their revenue base. Besides, it is necessary to take into account, what not all tax potential at this territory are sources of the local budget on this territory. The part of the VAT and a profit tax and other taxes to be dividing are going to the central budget.          
The technique of distributive mechanism of the budgetary transfers provides dependence of transfer sizes from the tax capacity of regions (oblasts) and extent of their participation into the Central budget revenues, and not into the sub-national (local) budgets. In other words the contribution to local budgets isn't considered.

       Only part of FFSATU the given technique distribution provides. Other parts of this fund go to equalization of welfare sphere branches and to formation of development economy’s fund of regions.  It isn't clear, however, what are criteria and indicators for distribution  and   proportions of financial sources to be distributed. Besides, formula calculation is represented quite difficult and bulky and bears in itself many algorithms and iterations as the formula has to provide equalization both by revenues and by expenditures that can present difficulties for its implementation by local authorities.
        In our opinion, other simpler formula-based is necessary for understanding. It should be approached to revenue capacities and expenditure needs for municipalities and taking into account fiscal efforts of local authorities. Analogs of such formula are already realized and exist in Ukraine, in Hungary and in other post-soviet European countries. The process of horizontal equalization is performed by the expenditures, here.

The scheme of transfer’s allocation for various administrative and territorial units provides transfer from FFSATU directly to rayon budgets and budgets of the cities with regional status. The size of transfer is defined as a difference between the calculated volume of expenditures of all administrative and territorial units and the forecasted volume of revenues accumulated in their territories according to the following formula-based which worked out by Ukraine economists (Slukhai S. eds., 2003. pp.137-141).
TRi = Expi – αi* Revi,          (1)
where: TRi — size of equalization transfer to i administrative-territorial unit’s budget municipality (municipality budget) from FFSATU;  αi — equalization coefficient or coefficient tax capacity by i administrative-territorial unit’s budget (municipality budget). Equalizing coefficient (α) represents average growth tempo of revenue basket volume during the basic period (3 years); Expi — expenditure needs of municipality (base municipality) Revi; — revenue capacity (ability) of municipality (base municipality); 

The basic principle of transfer distribution is reflected in use of the budgetary security’s standards per inhabitant of the republic or the region: on health care, education, culture, fitness and sport, etc. Under condition of readiness of these standards expenditure needs is defined by multiplication of the cumulative of the budgetary security standard on per inhabitant on number of inhabitants in the region or in administrative — territorial unit. Thus, expenditure needs are defined as follows:
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 where: Expi — expenditure needs i- administrative-territorial  unit; ∑nbs i ….j — summarized standard  of budgetary security per inhabitant by education, health care, culture, fitness and sport, social care; Pi — total inhabitant of i- administrative-territorial  unit.  
 The offered formula-based of horizontal equalization has a number of advantages. First of all, it isn't bulky and doesn't demand a set of calculation algorithms. The formula - based  is available to its understanding both central and local authorities. Secondly, the formula is not oriented to collect nation taxes (VAT, profit tax) that is a center prerogative and on own taxes and ceded ones which local authorities can least affect. A direct link of transfers with those taxes which collect on this territory and completely go to local budgets is shown, here. In - the third, the formula contains quite important component – ability of the territory to generate taxes that is important criterion to grant transfers. In - the fourth, the formula excludes the receptions, reminding game in "Robin Goode", in particular, sharing of ceded taxes as interregional regulation and withdrawal to higher budgets a negative transfer i.e. excess of revenue capacity over expenditure needs. Finally, in - the fifth, the formula provides calculation of expenditure needs on the basis of standards of budgetary security. In Belarus there are already serious practices in comparison with other post-soviet countries concerning standards in sphere of health care, education, culture.

If further development and improvement of expenditure standards in welfare sphere of Belarus will be performed by means of reasonable standards of public expenditures: education, culture, fitness and sports, etc., the offered formula-based  would be the most necessary for Belarus.
New equalization approaches under the condition of transparency and constancy of "rules of the game" within fiscal year are possible. Continuous changes of formula components, replacement old components and introduction of new ones can strike serious blow to the principles of equalization justice and discredit an idea of financial equalization on the basis of formula. Therefore would be expedient to make changes to equalization formula not earlier than in three years after entering into them the last changes. Realizing need of equalization formula’s introduction in Belarus, it is necessary that it should be met uniform main fundamental requirements: 
1. The formula of financial equalization should be coordinated surely with local authorities. It should be done not to infringe upon interests of the safest administrative and territorial units, but also not to deprive subsidized authorities of incentives for increase of productivity of their work.
2.  The equalization formula has to be surely reflected in the tax and budgetary legislation of the country, for instance in The Budget Code or in other similar legislation acts.

3. In equalization formula the idea of stimulation of an earning, instead of redistribution of budget funds have to be looked through. Tax efforts and social and economic level have to depend from each other. The more fiscal results of local authority have done the higher level of social and economic development of their territory or municipality should be.

4. The equalization formula shouldn't contain components which would turn transfers into instruments of political and economic influence of the center to subordinate sub-national levels of management.

Conclusions
It should be noted that reforms of the intergovernmental fiscal relations which took place in Russia, Kazakhstan, Ukraine, in Belarus didn't happen.  It became clear that transition to the decentralized model of fiscal relations demanded more financial independence, more rights to levy taxes, determinations of the taxation and tax administration, more accurate fixing of expenditure assignment and functions, tax-sharing and corresponding revenues to each level of the budgetary system. 
For further development of the intergovernmental fiscal relations in Belarus it would be necessary:
1. To decide on system of expenditure assignment and expenditure functions of the sub-national governments to select  the corresponding taxes and revenues for expenditure assignment, and not the reverse. It is necessary to develop concrete criteria for reference of expenditure assignment to this or that local level. In other words, it is necessary to be defined what level of the budgetary system for whom and for what response. Thus it is necessary to avoid sharing of the same functions by the various sub-national governments.
2. Revenue assignment for the sub- national governments should be defined. In other words, it is necessary to define those taxes and revenues which most are suitable for each governmental level so that to fix them legislatively and not to allow their sharing among various intraregional regulations of budgets.

3. To provide stability of sharing’s normatives of nation taxes on more remote prospect to give the chance to the local governments to expand planning horizons of their budgets and to provide realization of “sliding” planning method.
4.   A transparent formula-based of horizontal financial equalization should be introduced into practice of the intergovernmental fiscal relations the formula has to enter to the Belarus budgetary legislation. The formula should be coordinated not to taxes which arrive into the central budget, and with the taxes forming local budgets. For the Belarus the formula - based on a difference between expenditure needs and revenue capacity is represented to the most optimum.
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