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43S 5ad) ) Gana calall adad) a8 35 e sSall aliaial 3 gas G A8l (o ud ) ) 5S0Le Sy
ClEde 0 aas a8y Aalall aludl i) i) Jale a8 (it 5 3o SH 3 ) sall a5 Jal e ALl
add 25 Aaladl aduad) (Y) La i g5 ) Ape sSall gandl o 5 La () Aalall adidd) ) 68 i (1) ALina
& A Sall 3 gan ae dalall aldl o gaa silad (V) AasSall agaa JAl IS (e 32330 Ao gana
) sy Al aBY) 5o LS ane L e sSall 3 gan Aalall alud) i) 5 L sl 3l YLl
O (daih (Sl (e B30me Ao sane Aalal) alud) 2y Lavie Jiallyy Apaliy) il sSall o 4y 33
T Ll o3a Aalladds ae b o e Yar (alad¥) e ST laae iy o S Llae Ly 5
osSa bS5 o s 4l 2 5 53 (fiscal equivalence) ") SIS 4 sgia ¢ gl
Aalidl (e i) ) il W88) g5 aay o sedall 138 3 haae dale dale S8 58 0 g3 Jiadia
iy 5 3 g3 585 e o ASHD Gaaly ecagll 138 Gaiail el gal (A () sy ) il gl 5 dalal
IS Ol e S50 Ay peanl Do) 5 plasdl ol (538 el ol (g Yoy laliaia¥) (Lo 4S jide
DA A Gl daal e s gl a5 30l ane ) laas O (S S 5ad 5 43S )
e sSall G A 1l LA e Aaalil) Al ) ) a5 LS aiacd Aalal) aldl Jy sa

.(Olson 1969:P.482-483) duaiy)

A sSall aedl S5all e (Theory of public finance) sl 4l€ A& Ciy o se Xy
iy ) e Blaall s (Jaall ay s Allae 3 5e3 5 chalall aludl 5855 (5 sud) L dallas
Aallee 3 (gl alls iy Ladie oy yras g Ayl Wy (Lulad (g 50l SLa®8Y) k) d) <))
(Cited EEAY) 038 zmaal Lunliall Cilulud) 385 5 Jaaill da Sall e any calall aludl JSUie
oo i pletaal dlasinl aae a3 sul) Q885 S8 ) LIn: Oates 2005:P.350)
V1) o A Y1 U8 (e Lgd) i 2 yaa Ulae alud) eDlgind agiSay Cum ol il A (g agiDluad
Giad ) Cangd e sSall ) 8 iy s sl YY) (al 53V (Bennett 1990:P.694) (el
alkas 8 LAY Lo s can gl alall puad) adlay @lld (IS o) g e i) Aala )l e 508 bl
DAY (A Aty & g8 A6 ) Aalad) AW oy 545 (Oates 2005:P.350) (bl i
Canadi Glub gl dals dia b gases )l sl panadiy Jaall g5y saLaBY)
Ao 3l A g sl i (g 38 all (5 sinall e (ppnty Loy «LeilSn 0ol 188 5 aallEY) (s 2 ) sl
Cdll o3 a5 (Musgrave 1959:P.181-182) sbaBY) ) jaiu) s Jaall o) i cilaaf 3l

ALl lalaia) 458 ey 51 43S e o i Al e sSall A ) Al Caills § O

ALl ) o 8 5 o ) Al e ISV i) s «(galaiBY) ) Eiu) Aida g Y f
.(Feng et al. 2013:P.576) By ) &Y Je laleall dyila gl da Sal) J e 408l
@Y saill 3 3ai5 3 ) sall Jlad alasiial e s Jlee U A o dgalial iy 3la ) elld Caagy
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Olaal Aty sl a3 Al 4aiil) duaidl s (Uhoda 2020:P.93) il ) &)
Aolu o i3 Laa qgaiill (g yall 8oy 35 52508 land dpasty J W) (3lats | galaBY) ) i)
gLl il 5 aladl cpall g Sl Al 5 jal) 5 Hlaiiall ] gl @lld 8 Loy sl
Laal Sai g gl all Cilidia G 3 ) sall @) 555 Al el Slae ] et Ailall i) Ll yuadll
) 2S5 A padiaall Ay pall clulall 5 slal) g Uadll ) alad) Ul (e drasall 350 sall

.(Uhoda 2020:P.94) iLlull (e (s siwe Slel o cailla gl oda Lpaa] o salai8)

Ue 3yl ApaliY) cillalull ()5S Laxie Lass o Sy 1 Alainall JSLER () L s s 3 gay
dalall gyl claliial Jysail |3 28] cile sSall 2a3 38 Allad) o2 8 AL o)) sall e
Dl (1Y) ade 5 da jie adual ) (505 Lae caaling (o3 Hally a5l debib ok ce Lo
SASU LB 5 Y Ll <l o1 aladind e 38yl cile Sall 5508 Gy ) 128 (o juall
Aaidiag 3 e Chlail b jlicl (el CleSall 4l XS (Oates 2005:P.351)
3 Vs o Ledie | LSSVl 53 IS LgilabaBl & 1 53] (508a5 el slae 2ie ilaas
(A 3hlia A s i o alsall Jaall (S ¢ SH SLaBY) ) jiul e il juall (il
ApalY) da sSall Jabs o8I iall JWall Gl (e s o 3a (5 5m G pls Jiite JLall () O 1 ki
Glo crall G Jaad Lealiily lpans s sl Gussy @p (b Al A a2y
(Oates Sbaidl 4y )l i) aca il jal) s Cluluall Allady 5 o daliY) e Sall
.(Smoke 2001:P.4) 45& e alfY) amall o ddladl clubud) Jac asialy 1972:P.4-5)

ol LBV ) gasiall adall Bl 3 aducaill 33l ) () a5 O oS Al Gl 5EY)

sl 5 OIS Caaie JSa JRall @58 ) dla gl sda i cag sl Bale) Al 1Ll
Ganally Agladll cladinal e 55 Al 558 sale Y 3y Ay el Lgiladlal 4k 5l) 4. Sall
sl sale) Ay e i all AdliRal) cille s alEY1 ) Al a0l sl e il o3
a5 sale] il s ¢ e laia¥l ladall Jadi 5 Gaidal sall cp JAA ALY a5 5 e 98
(Musgrave and Peggy B. Musgrave &l dadlSe Gl dpaebadll Jaall 4y pa (i
DBV ke g edale IS5 55 i) sl sale) dlee At gl da Sl V5 o) a5 .1989:P.11)
G sl e Aada g oy Jrad of (e Aalall cleaall s aludl 5855 8 adBY) G 5 palall e

.(Slavinskaite 2015:P.89) 4lxé e dlaall e Sall

S Ak gl A Sall aliatial (e (555 o Gang Apaclaill (il juall o LSS clual) axig

Ciaiu A e gl sale) il jiul <l SV oY (Uhoda 2020:P.102) 4l ¢S

Cun (g (sbaBY) Tzl JB jay ¢ Ul s AT Y 5 ) elie V) ddu s (s Al Y 5 a6l S

Ol iy ¢ oaaidll Jaall 4y 5 Jie (McLure 1999:P.6; Steiner 2005:P.15)Sall
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pod «sati haial s Ledlhaal ae 38155 e 3l a5 sale Y e gl) Aa Sl A g ana 5SS
e () puall) Aalall cilarall 4GS i Ailaia e ) giall ghaliall Cilide (p Ganally () Sl
Jolas Ledic 4 s je e (8 Leaads Y] CilagSall aad By Jumdl JSiy agilaliial
slie V) ISl 286 Cua o) 8 e Lo j5is oY) e (il i i B 3k G Lol ) 320
Laclaill paddll Jaall dy jia (anads cang da caiadl o) 3 S Ciag 5 5 a0 sl )
aosliaale) oo a8 Y Ol asas ey a3l (Brand 2006:P.82-83) dxik il da Sall
Adad) e Sall U (e Lemamaai (S Y U (s e Jaal) 8 gl oY clled e
Gl & Alaall Jal e gy sl sale Y 43S e s e g8 (Say o Jaml alaad) Alla 3 s

.(Prud’homme 1995:P.202) sk sl clulaill 5

e G JY Gaagy .Y Sl C 5 38D (sl e Alaadl cOlary a5l Bale) o sgdal
&) AV Gy Aalald) aludl e dalall alud) Jacais ¢ 93 ¢ pidal sall imall (5 siasal) (e S0
all b5 (e bl Cile Sall (8T a (Y 5l e Al 3l 8SS (e ddsae da o (38T
da sSal) il o ) @ sans S5l i s (Uhoda 2020:P.102) dslad) cileaall 5 aludl e (AaY)
ORL s €8sl 5 Aial) SV sl 3 ) sall ) i ale ) A Jh Led ity ) il Bale ) Al 5 ey A0 )il
Y Sl g e 3 @ o oS s (JSLe G 38 4 el Adaall g 53l sale) el
Lae il o Jamall ¥ ) ells ) QD ol ja) rsy Lt ¢ )53 s2le) L (5 50 )

.(Smoke 2001:P.5) a5l sale) s2c 8 Camaa ) (5270

Go luie 05Sy B (i s ge I (9a) A el lidl) ) lall gl andi o ) sl
@ Gle sile s alall gl b Glay) ol 8 5l Ll paliis | gund agS oy ylail) Zoalil)
o Adlite H e e (il juall 5 BT )8 G i Callaty Las ¢ IS Sy Alls 5 J2al
il any 8 sl sy (Oates 2011:P.5) eyl i) iad dasSal)
Sl Aa &l Al e (e JIE O angy e R w5 ASI SLaBY) ) i) Jie e Sall
30Y AU o peall ja <l gal g Al <l g1 ) e Adaall g ApaliY) e Sl oY @lldg
«Jidls (Oates 2004:P.14) ) saad duaddy) GlalaBY) 8 Lo Y dllady L3lala)
38 Gaidia) Jaall @il Hudd g sl acalld cpala@Y) Claa gl Ja e Wl i 8 Jaal) 056
slhe ) D aiaty of Sar cpdl) adiyall JRall 53 2V 5 aa ey o)l (e el Cida
(Oates  <haaill ol dgalsdd Ly LSoall delall JAS dany Lee oy pal)
LN 75l Say @l sale) Tase (0 O (i Al ail) ks deay (e .1999:P.1121)

AV 5555 (e BAELY) 8 agis (e Wbl g lasa i Y ady
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Dyl a5l aai s dalall ilaadll s aludl 5é 5 ) Adda gl oda [l (pamaddl) Al IS
OnesSall G sl IS o Cay russe 7 581 (Thiessen 2006:P.193) dalall 31l
(Musgrave 1959:P.179- sasadill diday 4 S il of caay (sl (s S el (5 siall)
Agibal ge COluadil Wy (anaddll dik g Gldll (e el (o siua) (pSai ) @l aagy 183)
e 338 Sl (e A A8l Ay HhaY! Glaa gl (5 5S5 sl (5 sl e Ganadill Aads g apay
Aladll bl ¥ (Jyshll gadl o sl (e 23 Lae cagilalial s Aabiall culal ¥ Cals
Glls J3ai G a gyl g il uall o) 5l 5 dalall Ciladdll dlaall O lucadil) agdl Juadl a8 gay aiass
e e Jsiy 3 ) sall Juadll Ganaddll dal e (Lkhagvadorj 2010:43) <leadll
(e Basdna ()5S 38 Lgadlia () W) ¢Cpprimall Gl B (g lully dalie delain¥) alull o) (e a2
Gl Sall Jigi M ligd (Musgrave and Peggy B. Musgrave 1989:P.8)"4ul<all dualill
Labus Adaall e gSal g Lot A5l b Sl Maa) e 52508l 255 ) dalad) alodl dila )
Culall dadd (Say Alall A1 adll ) shaiall (4e , (Slavinskaite 2015:P.89) iy sl dulas doelaial
JSay" i sl JB WS (Groenendijk 2002:P.5) dsik sll & 53 e sSall 3 ga 5 ) s of (anaill

.(Oates 1977:P.5)"a yrui sal (anadi e 3 b olall glhadll & g 3S a3l jlall

Ge ol gl 050 e sSall U e 43S 5eY Sl iy mlend) dpaal ) G jrse i
) A el 4 ylas j ekt 3 (Cited in: Ebel and Yilmaz 2002:P.11) &Su &l
43S a0l Ay ks aady 45l 3) (1972Fiscal Federalism) osish oV s S 8 3558 50l
Sl & sy asay e Al A" oL Jilas 5 (decentralization theorem)
&) Al dalal) alull pilia G jus) daalBY) Cile Sall G SN ol L3 5 (anad) cilalaiEl)
Zali )l (5 g (8 cidae dale Ralud (Sl gl e ATl LY G (GUAY) Al
BelaS 1l M) b glune Jitiee JSG 43N 5 JS 22a0 Ladie ‘:Ja\}\bmfds‘i\‘;cm\au};w
(S all) Y Sl paen e NG (e 2a e (5 slse o Llaall 25 6l Las (438 a2 50 )L
58 O sSd ApalBY) il Sl G 4 ) <l paall )y gy llia (S5 A1 1Y) AN
(¥ 5l e O luadll 8 il Glwall 8 33l LY dalall Lali 1 5 a3 5 3S 0 daail)
(Oates ¥l man e NG e las e (5 sl g i (A (538 el medll e e

.1972:P.54, 2008:P314)

Aihaiall (e Y aall e 3 sk Led A Y ) U8 (e dale dadd JS b g5 can (050
= 1 (Oates 1972:P.55) sl 13 CallKiy vl Claind Ll e i 40 sl

"Ac d“‘)‘“ %) 4_&.&\\} g.aUA.\l\ ) )S)AM ‘_A\ &Uﬂ\} @o}ﬂ\ uAY\ d—\A L_LILL} ua.ua;.\
D85 A e panaddll dads s JUm L) 1l (Shah 2004:P.8) e (Al (5 siuall
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Al Ly ealall Ukl Ul & e sSall (e ddliaal) il siosall 4ada sl Il s gasall (5 jlma )
(ol JBY) il g e sSall (i) ) A8l eclal Y15 Gy )5

naall Leiiat A ) it o Gang Aalall ilanall g gSal) A g anall dan AN il A
selill | KU Sl Sl il 5 (J2a) a5 sale) s (ApnlaBi¥) selasll 5 ¢ Sl ¢la3U dpulud)
(Courchene 4Sas 4dS3 Jili Gl Blacaii s ilaliial 4l s GlLaddl) apiiy et dpslaiBy)
S DU Jall (o Gt of STl il dalas¥) 8 43S padl J s 4iilie et al. 2000:P.88)
(Oates ol plaill & duaiall JLall oo Laladl clasall iy o)) sall (apads Al
dilaie ol 3 e i Adalud) J8 e dele dadd IS 58 5 2% o Gamg % 138 5. 1977:P.5-6)
el (ApaBY)) doladdl GlegSall (1) oVeieadd) Gl Callll s ) gll lagind LgiSay 481 e
ael) O s s o) al Y Claliiall Cumitse ddacdl) ol ) Sas) (V) el (LSl <l
Al (1) Ll 4558 0¥ il ) S 13 daala 3ol 5 Alall 4 s pasal) e aaiy Lae (el
O DIV Gl a8 Qs Dledddl g alll 865 (8 Ay 5 pall e dnesSall Cilgall (i)
Ladie 43 5adl) Jumdd il 4] il e e clid (Oates 1972:P.55) dudad) il
Aala) ol (538 pall b gill Jizady g bV Sl e (il sl CBluads A Gailad pae @llia ()5S
e Sall 40 g ol il (G 6K8 Ladie 5« sl e Dl ot s ) oS Laaie
O e sl de gane Al Qb wams (B (0S5 el o Sall G ey 1385 3358 50 ApalEY)
Glo adiad i) 13 Aaia s Al pall Llabaia) (aca dalell clardll 4 vie dglall (alUadl)
a8y il Sall G Ay N ol 8 2 ga g pae a5 W oy cldald) Ay S pe A JAaE Jalse

.(Brand 2006:P.76; ThieRen 2005:P.10) asall clpsbaiil 5f &) )85 39a 55

Spillover effects or ) & Al Jal sl Liail oy 4l e sSall (4 8 ol 500
Loa es Al iYWy 8 Cpasiall Adaal) o sSall il 5 bl 08 5 S s (Externalities
e (Al Y1) CallSS ol (oY) JEY1) 25058 ) g5 LY ¢ 1 pnill sl b cilass 31y
o) sl gl 8 Sl AdS5 o AW | (Hyman 2010:P.716-17) <Y sl 4l jaall s gall s
pdile Adie Ciag Ledic 5 caga a3 axy 5 A1 (Ghlie ) o sty ) CoDUall aglss 483 5 oLl
ol Lasee 208V 5 (Ahmad and Craig 1997:P.82) L Jamy i ali¥) 7 Jla (e (i 1
Oy (0STs W gan Ja el 5 palal) 281 il 3 glati ) dalall cilanall o Leiial] (o 8 adla g
LY 5l e cany o ohall Ay Galathy Lad Die Y gl ol jlaYl saaetia o) 4500 CEE) e

.(Boadway and Shah 2009:P.326)lexs ) Al ) jal) CallSs Jan & ghill dupindl)
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sl as s Adlal) cleadd) Gany o ) (Economies of scale) asall cilslasl i
aae 33 3y i dalall Cleadd) CallSs (gf Lgia Ly 8 ol Bas sl AGISH Jaus sia J81 38al 2 L5Y) (1
ol s g aaiad Ay Ladie dalal) Clanaldl 43S ye cdaladl cilulpually 3la Cilya i) Judadi 5 ¢Cpfivuall
(Oates 48l Ly jo (53 8453 jall bt 13) 43 58 3D a5 canall <l 58 (e RS &
(3);35 LY sl 2529) ahal jaaall oy LAY = diana ol seilia aal g Sl .1972:P.37)
) il (3laty Lagh 5 anad) Clpalat) (e 3L LY ol dae Q& ol cpaidal sl ) o8l 5S3
Lo 3 (G 8 O caladl LY il giuse 3o lS B3l 3 AplSa) G (5 A 38D (e Ailial)
Al e et aaall GlalaBl (Oates 1972:P.12-13) dggdall o)) sall CallSiy (35 5f Wl )
L.A‘ gaﬁw cct\.\‘ﬂ\ 53l ) CA?L‘; J5 AT s gle addty (AiSaae Aa8ISH d&\} CL\J‘}” A (O
Y 3aa8 OVA (e aaall G ) ghs 8 aalid G o)) gall Qi) alaaial) gl co ) all il
(Britannica <alSill b gia g il ) (a3 o paall Gl asa pie (Sa (Jla iy

.2011)

G50 Ol sl Apelaia¥) Ao Hl Jie clllaed) gias ) Chags Sl jalaally e Gley Ledic
o Alaall e Sl 238 pall A sSall Al g e §5S5 O oy <l palall 03 (3 ¢midiall JAl)
Y 385 L s o (S Ll ep sl 138 (e Aliuna gral s o Blaall sale 5 jeae Cul dpa Y
Al e Sall (K clld pay L (paiall o JE8 Ly i lie g g5 AT halia (e Galinall
e sSall Gians (ld elld oy Adaall a8 LSpalinn JuadY) L yaal | plas diil) )50 Cnlli
o il Ll Ll elg Talal) e laia ¥l dle 1) il Jygais oLl o Jant Laha gl 50
Sl ey Jie cabasi¥) ) il Addetial) culial) old el e s dle Ak gl el
sl ) sale Al g LY cila Sall sy A 38 all daSall )l clUad) il ga
b sl Bl ae ol Ledadl i)k ¢S (S JSH Gl ff Dleadl Jaiis e il e

.(Courchene et al. 2000:P.89) @ sY!

i Al Ja jalias yaad (ol juall (apads Alae el 1@l Y pasaddy gl Lud
18 by il gl de Sl alatl) panin QS o g iyl (615 Tl e Sl Lyt
LosSall o camy (1) ol YY) Ganadd b Al Ll e ¢ gall Coy o ge Jaly caruall
daas (oaddll Jaall dy i) Aliad) 4y ) 2ol @ o Gl il (8 caiad dpaBY)
Llall 40lSe il 55 G 38 Cladd) (e Baaiosall il gdl) i Y ) Gl puall o ) (ils Ll
(2) .ped 523 Y oy juial) il ol Adaiall (5 )l s ) slitie Sl 5 o A1 cgalaiy)
Jaall a5 sale) Aallas &3 Ladie dald e laill il juall (gadad Alaall e Sal) Quints S8
3l sal s JLal Gl 5 ol JLaiinal) dysad ) (s258 O (S Agne Ll il pual) 0 elldg LS
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Slo g odlad IS 2l sall @i Jal e (3).soal oSl I Adlall &l el el 4 i)
Bl 2l ig Al Gl pall (i JYA (e Aaladl cleaddl g Agilagll (0 il sSal)
a3 13 A8 3 ) ga ) Agiha gl (50 e sSall zliag (4) Y 5 ) (il um e gkl sl
Dlas 0sS8 OF (S Asaall Ale il aileil) Jie ded gl @il sale) Giladd Ganads
Ay pall Bacldll e Caliadll) Jaall Ay e 3 055 Cargll 138 ial Aldial Lalall el )
ulid) Gapadidll 8 dale sacliS il gl am ) ¥ o Lags el 3y ja s (Al sl
@ (5) Arbl (50 Gl siwall e Ak sl Gl sl (6 sise o adingu Clal 1Y) joliadl
G0l pudall Jia ¢y 3 pall IR s o S SLaBY) 5 1) (e aadd Gl puall o S5
¥ ane dilise adlil Caa 8 13) el e 5 dle ALl GYBERY) aiad clS ) e A il
(o Gl ) oda Alad Jelia®i O e yall (e el juall o3 4y S pe¥ Alla b A glie Ay pua
LN 4y juial) aahy T Sl (gabaiBY) ) Y] Al Ales o3 5, JSS ALY e i)
S sie e JShde ) gall 4y puall 2o 8l Cld il juall anadd e Y 5 (6) A sl Apaliai®y
Calise cp ) Y (anadd 8 cla gl caind Jal (e dgih gl de Sall ) 2BY) Calide
a8 Sy Gl paall s e Al oa (alaall g Jadall Jie dgpdall 3 ) gall e ()l diEY)
sad 3lag 38 1Al 138 0 W) ol ¥ Ganadd o Allaally (shaii Gl Langadall ) sall 4338 56

) sall o2a @iy ) adEY) 3 AL 3 joliaa

G G el Glmidl e @3Sy JaY) dial) clph b Jl (Se dsll A
A 5l ) 5 aaal) Clalal 3 s g ane Alla 8 B A58 jeY o 585 e il g sl
ALl CYDURY) s Allandl 5 ApalaBV) 5o lSl g ) Ll Al le sSall oy
Jaall il phai g Ae sSall miall 5 3 gatll IS (g (Blasy) il g 5 Aaliall 5 ) sall (s (380 55 20 )
Aalial Allse Alaall clanal) g 8 4 38 D) yind W g Ayl Clagiaill llall ) gl LA
<l yritall 5 Agualyad) 2l g 2 ) Jal sadl sl e oty (Adlall 5 dpubynd) collaliad) ) xias Jy odad
Al a8l et (8 a0 a5 (Dafflon 2006:P.285) Sl s guall aa )6 (8 4l e ganal)
Al adl) Aalall ey Ll Galaty J cconand ol Allisa ol Adlidall = sqil) G LAY o S

.(Musgrave 1959:P.183) 4:abaiy) &l jlie Y caila ) dpsband) &l jliie Y sle) ja as

Aalal) 4 a8l SEY Jaad) cly a1 ALY g dl
Ll SLaBY 1 gty Losie el ol iilee (3l 8 ALl A1 ,0l1 p I al) il i syl
(Slavinskaite, YLai¥) alle 8 il s Lein Lo Ledasl 5 (e 2 35 5 83820 Cilaainall grual g
Caay nall (o Jaan @lil Al g 55 o) 5 Liudvaitiené, and Gedvilaité 2019:P.259)
Aablal) (g plall o Ll gl ) Wil 3 g ot ) gl LY cldan 48y ylay SN Jasl) il s
ALl Al SN Jaall il et e o sialll Jas 38 (Oates 2005:P.356) Leediing il
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Y Ganali y Glaadill (e daul g de gane ALSE A aale Al Glaadil) daeie e guia ga
ALl e Ll Jladll o | jaiie g suin sall 138 ey aly Sl 5 byl o slall 5 cdalall byl
SO0 N Al a1 (8 dalai@Y) il )all Jwi s (Chandra Jha 2015:P.244) 4l
Baal e 5l IS8 4 il 5 dnaband) calad all 38 55 et «Allaall 5 30N Jiba e S IS0
el o g A Lkt 4S5 B sall A glEl) IO Lk Lol aniy | Gauaiill 5 Il 5 pusall
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Abstract:

The theories of fiscal federalism are a vital subject within the field of public
finance. They provide a normative framework for determining the allocation of
financial powers within federal systems and multi-level government systems.
This study delves into the first and second generations of fiscal federalism
theories, offering a comprehensive understanding of the topic and valuable
insights for policymakers. The first-generation theories emerged in the mid-20th
century within the context of Keynesian economics, which advocates state
intervention in the economy when the market fails to provide public goods and
services adequately. First-generation theories categorize the public sector into
economic stability, resource redistribution, and allocation. They advocate
centralization of economic stability and redistribution to achieve economic
equity and efficiency, while decentralizing allocation functions to provide local
public goods and services in line with local preferences. Regional governments
are believed to possess better knowledge of their residents' needs. These
theories favor centralized revenue collection, leading to fiscal imbalances
requiring financial transfers from national governments. The advent of economic
globalization and Neoliberalism gave rise to the second generation of theories
that challenge some first-generation ideas. They call for reducing the role of
federal government, emphasizing market reliance, and granting more authority
to regional governments. They doubt the effectiveness of federal governments
in achieving economic stability and income distribution. Critics argue that relying
solely on financial transfers encourages overspending and weak revenue
collection by regional governments, leading to a weakened sense of
responsibility. Using a descriptive and theoretical analysis approach, this
research aims to explore the differences between fiscal federalism and fiscal
decentralization within the context of federal systems. It investigates whether
financial responsibilities between federal and regional governments are solely
dependent on economic factors, especially in federal systems that incorporate
shared-rule and self-rule in the political process.
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