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ABSTRACT 

Given the fundamental differences in economic structure, fiscal policy, 

and financial regulation between developed and developing countries, 

research on financial management models in both countries is very 

important. The aim of this research is to study and compare financial 

management models in developed and developing countries. Specific 

objectives include determining the main components of financial 

management models used in developed and developing countries, 

evaluating the factors that influence financial management performance 

in both groups of countries, evaluating how these different models 

impact economic stability and economic growth, and providing 

appropriate policy recommendations. can be applied to improve state 

financial management. This research uses both qualitative and 

quantitative approaches. Qualitative data was obtained through in-depth 

literature research on the theory and practice of financial management in 

developed and developing countries, and quantitative data was obtained 

through secondary data analysis from reports of international financial 

institutions, state financial reports and economic statistics. The 

effectiveness of financial management is strongly influenced by 

variables such as political stability, level of corruption, and institutional 

capacity. Developing countries face problems in terms of market 

credibility and trust, while developed countries have strong regulatory 

frameworks and easier access to international financial markets. This 

study finds that financial management models in developed and 

developing countries differ significantly, and that various economic, 

political and institutional components influence these differences. 

Countries that have better financial structures and more consistent 

policies tend to be better at managing their finances.  
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INTRODUCTION 

The stability and economic growth of a country greatly depends on its 

management. Each country's financial management approach and model is different, 

depending on their economic, social and political aspects(Monrat et al., 2019). In terms 

of financial management, there are striking differences between developed and 

developing countries(Nilsen & Bernhardsson, 2019). Developed countries, which have 

strong and stable economies, use different approaches to managing finances compared 

to developing countries, which still face many economic and political problems.(Zhang 

et al., 2021). 

The financial systems of developed countries such as the United States, Germany 

and Japan are more organized and stable(Yao et al., 2019). They have strong financial 

infrastructure, strict regulations, and effective institutions to manage public 

finances(Long et al., 2020). The fiscal and monetary policies of these countries are 

usually supported by in-depth analysis and careful planning(Tien Bui et al., 2019). 

Additionally, developed countries usually have easier access to international financial 

markets, which allows them to utilize a variety of financial instruments to better manage 

their economies.(Peng & Huang, 2020). 

In contrast, developing countries such as Indonesia, Nigeria and India face greater 

financial management problems(Durand et al., 2019). Economic volatility, high 

inflation rates, large budget deficits, and often political instability are some of these 

challenges(Azadegan et al., 2020). Often, developing countries do not have adequate 

financial infrastructure, and existing regulations are unable to provide the necessary 

stability(F. Farooq et al., 2020). Additionally, developing countries often depend on 

international aid and foreign loans to meet their budgetary needs(Lei et al., 2020). 

The aim of this research is to analyze and compare financial management models 

in developed and developing countries(Tellez Gaytan et al., 2022). By carrying out this 

comparative analysis, it is hoped that a better understanding of how each group of 

countries manages their own finances can be obtained, as well as the factors that 

influence the effectiveness of financial management in the two groups of 

countries.(Oláh et al., 2019). In addition, this research aims to find best practices for 

financial management(Esmail et al., 2020). 

This research method involves collecting and analyzing qualitative and 

quantitative data(Georgiadou, 2019). Qualitative data will be collected through in-depth 

research on the theory and practice of financial management in developed and 

developing countries, and quantitative data will be collected from various secondary 

sources such as state financial reports, economic statistics, and international financial 

institution reports.(Liu et al., 2021). Analysis will be carried out to assess the main 

components of the financial management model, the components that influence its 
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success, and the impact of the financial management model on economic growth and 

stability(Kryshtanovych et al., 2021). 

In this research, economic stability includes elements such as sustainable 

economic growth, controlled inflation, and low unemployment rates(Popescu et al., 

2019, p. 3). Sustainable economic growth is the main goal of effective financial 

management because it can improve people's welfare and reduce poverty(Padró et al., 

2019). Controlled inflation is also important to maintain people's purchasing power and 

prevent an economic crisis(Tsai et al., 2020). 

It is hoped that this research will provide policymakers in developing countries 

with insight into how to improve financial management(MB Farooq & De Villiers, 

2018). This research shows that developing countries can improve their economic 

stability and performance by adopting best practices from developed countries and 

undertaking necessary structural reforms(Krueger et al., 2019). In addition, it is hoped 

that the policy recommendations resulting from this research can help developing 

countries overcome the problems they face in financial management(Velte, 2019). 

It is also hoped that this research can add to the research that has been conducted 

regarding financial management in developed and developing countries(Qiu et al., 

2022). This research, through conducting in-depth and comprehensive analysis, has the 

potential to provide a better understanding of the differences and similarities in the 

financial management models of the two groups of countries.(Zarei et al., 2021). In 

addition, this analysis can form the basis for further research aimed at deepening 

understanding of financial management in various economic contexts(Park et al., 2019). 

Overall, the aim of this research is to gain a better understanding of how 

successful financial management models can help sustainable economic growth in 

various countries.(Sorgente & Lanz, 2019). By studying what influences financial 

management performance in developed and developing countries, it is hoped that this 

research will provide useful insights for developing better policies for managing public 

finances and building public finances.(“The Analysis of Investment into Industries 

Based on Portfolio Managers,” 2021). 

 

RESEARCH METHOD 

To gain an in-depth understanding of financial management models in developed 

and developing countries, this research uses a mixed approach, combining quantitative 

and qualitative methods(He et al., 2020). This approach was chosen because it combines 

in-depth analysis of qualitative data with empirical validation of quantitative 

data(Sharma et al., 2021). 

The research began by conducting in-depth research on the theory and practice of 

financial management in developed and developing countries.(Luerssen et al., 2020). 

Reports from international financial institutions such as the World Bank and IMF, as 

well as publications from national financial institutions, including books and scientific 

journals(Migdadi, 2022). The aim of this research is to discover the main components of 

the financial management model and gain an understanding of the economic, political 
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and social context that influences financial management in the two groups of 

countries.(Kergroach, 2019). 

Interviews with Experts, namely in-depth interviews conducted with economic 

and financial experts from academics, practitioners and policy makers(Valaskova et al., 

2021). The purpose of this interview is to find out about financial management 

practices, problems faced, and plans for developed and developing countries(Prasser et 

al., 2020). To allow for more in-depth discussion, interviews were conducted in a semi-

structured manner. 

Quantitative data collected from secondary sources includes state financial 

reports, economic statistics, and reports of international financial institutions(Eng et al., 

2019). These secondary sources include important metrics such as state revenues, 

government spending, budget deficits, inflation, and economic growth, as well as data 

on monetary and fiscal policy.(Martínez et al., 2023). This data is used to analyze the 

differences and differences between developed and developing countries(Nagpal et al., 

2022). 

To analyze the quantitative data that has been collected, descriptive and 

comparative analysis is used. Descriptive analysis describes the financial management 

characteristics of each country, and comparative analysis evaluates the similarities and 

differences between financial management models in developed and developing 

countries(Yavari et al., 2020). Apart from assessing the factors that influence the 

effectiveness of financial management, this analysis also includes a comparison of 

important indicators(Rossi et al., 2020). 

Case studies are case studies carried out in several developed and developing 

countries based on certain criteria, such as the level of economic stability, fiscal and 

monetary policies, and progress in financial infrastructure.(Calcutta Business School, 

Diamond Harbor Road, Bishnupur, West Bengal, India et al., 2020). This case study 

will provide deeper insight into financial management practices in various countries and 

enable a deeper analysis of financial management policies in various countries.(Briggs 

et al., 2019). 

To provide a more accurate and comprehensive picture of financial management 

models in developed and developing countries, the results of literature studies, 

interviews, quantitative data analysis, and case studies were compared and contrasted to 

ensure that the research findings were correct and valid(Wang et al., 2021). 

This research will identify differences and similarities in financial management 

models in developed and developing countries(Faqir-Rhazoui et al., 2021). In addition, 

this research will provide policy recommendations that can be implemented by 

developing countries to improve the effectiveness of their financial management based 

on best practices found in developed countries.(Javaid et al., 2023). 
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RESULTS AND DISCUSSION 

RESULTS 

Fiscal Policy in Developed Countries: Developed countries usually have strong 

and organized fiscal policies. With a broad tax base and high tax compliance, state 

budgets are often balanced or even show a surplus. Developed countries have highly 

regulated revenues and expenditures, which allows them to invest in infrastructure, 

education, and health over the long term without relying on foreign loans. However, 

developing countries often experience large budget deficits. Many developing countries 

rely on foreign aid and loans to cover their budget deficits, which can limit fiscal space 

and make them vulnerable to external pressures. These factors include high government 

spending on subsidies and social programs, as well as low state revenues due to a 

narrow tax base and low tax compliance. 

Monetary Policy in Developed Countries, namely the central banks of developed 

countries which usually operate independently and have strong powers to implement 

effective monetary policy. Developed countries have access to extensive international 

financial markets, which allows them to utilize a variety of financial instruments for 

economic stabilization and controlling inflation through policies such as interest rates 

and foreign exchange reserves. Monetary policy in developing countries often faces 

bigger problems. With less independent central banks, a lack of institutional power 

could hamper monetary policy. Limited foreign exchange reserves and limited access to 

international financial markets exacerbate high inflation and exchange rate fluctuations. 

This places developing countries in a more vulnerable position to global economic 

turmoil. 

Developed countries usually have strict and effective financial regulatory systems 

to prevent dangerous practices in the financial sector, maintain financial system 

stability, and protect consumers. One important factor ensuring regulatory compliance 

is strong law enforcement. In contrast, developing countries often have weak law 

enforcement and less stringent financial regulations. Unsound financial practices, such 

as corruption, and non-transparent financial systems can become major problems that 

can lead to increased risks in the financial sector and hinder the growth of healthy 

financial markets. 

Developed countries have a highly developed financial infrastructure, which 

includes strong capital markets, strong banking systems, and broad access to a variety of 

financial instruments. This infrastructure enables effective resource allocation and 

supports sustainable economic growth. Financial infrastructure in developing countries 

is often limited. This can consist of less liquid capital markets, less developed banking 

systems, and often limited access to financial services. This halts the growth of the 

financial sector and limits the country's ability to finance development through domestic 

financial instruments. 

In developed countries, financial institutions and governments have a strong 

capacity to create and implement financial policies, which include sophisticated 

analysis, efficient supervisory systems, and trained human resources. This capability 
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allows developed countries to overcome economic disasters quickly and efficiently. 

Institutional capacity is often limited in developing countries. One of the main problems 

is inadequate human resources, weaknesses in policy planning and implementation, and 

an ineffective monitoring system. These weaknesses can hinder financial policy and 

make countries more vulnerable to economic crises. 

According to this research, financial management in developed countries is much 

more effective and stable compared to developing countries. Developed countries can 

maintain economic stability, control inflation, and respond quickly to crises thanks to 

tighter fiscal policies, more independent monetary policies, and tight financial 

regulations. 

Financial management in developing countries is more difficult. High inflation, 

exchange rate fluctuations, and budget deficits are common problems. Developing 

countries are more vulnerable to internal and external shocks due to limited institutional 

capacity, deficient financial infrastructure, and weak regulation. In addition, dependence 

on foreign aid makes matters worse because it can limit the flexibility of economic and 

fiscal policies. 

Strong institutional capacity is essential for effective financial management. In 

developed countries, this capacity enables effective policy planning and 

implementation, as well as strict enforcement of regulations. In developing countries, 

lack of institutional capacity is often a major obstacle to achieving financial stability 

and economic growth. 

One of the main advantages of financial management is that developed countries 

have broad access to international financial markets, which allows them to utilize a 

variety of financial instruments to support economic policy. On the other hand, 

developing countries often face higher borrowing costs and lack of access to financial 

markets, which can limit their ability to manage their economies well. 

Developing countries need to undertake structural reforms to improve financial 

management, which includes increasing transparency, strengthening regulatory 

frameworks and increasing institutional capacity. By studying best practices in 

developed countries, they can adopt policies and methods that have proven successful in 

improving economic stability and performance. 

This study produces several policy recommendations for developing countries, 

including increasing the transparency of public financial management through policy 

and regulatory reform as well as implementing technology that increases transparency 

and accountability. creating and implementing strict financial regulations to keep the 

financial system safe and protect consumers. increasing the capacity of financial 

institutions. and the government to create and implement sound financial policies and 

strengthen supervisory systems. Reduce dependence on international aid by diversifying 

income sources and increase the tax base through tax reform. Increase access to 

domestic and international financial markets through policies that encourage 

international trade and investment and strengthen financial infrastructure. 
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To implement these recommendations, strong political commitment, international 

cooperation, and support from various stakeholders are needed. Developing countries 

also have to face problems such as fear of change, limited resources, and political 

uncertainty. However, these reforms can help developing countries achieve stability and 

sustainable economic growth with good planning and consistent implementation. 

In short, the financial management models of developed and developing countries 

are very different. While developing countries face many complex problems, developed 

countries' systems are usually more stable and efficient. Developing countries can 

achieve sustainable economic development goals by implementing appropriate reforms 

and learning from best practices in developed countries. 

 

DISCUSSION 

Various economic, social and political aspects influence state financial 

management. Several important elements that need to be considered when comparing 

financial management models in developed and developing countries are fiscal policy, 

monetary policy, financial regulations, financial infrastructure and institutional capacity. 

Each of these components determines how effective a country's financial management 

is. 

Developed countries' fiscal policies are usually more systematic and consistent. 

These countries usually have budgets that are balanced or even more than required, 

which allows them to implement various development programs without relying on 

foreign aid. In contrast, developing country budgets often experience large deficits. This 

deficit is caused by various reasons, such as high spending on subsidies and lack of state 

revenue due to a weak tax base. 

Independent and credible central banks are usually responsible for monetary 

policy in developed countries. In these countries, central banks have the ability to 

control inflation and maintain exchange rate stability. In developing countries, political 

instability and lack of central bank independence often disrupt monetary policy. Many 

developing countries face high inflation and exchange rate fluctuations. 

Developing countries often have less stringent regulations and weak law 

enforcement, which makes their financial systems vulnerable to various risks, including 

corruption and unhealthy financial practices. Good financial regulations can prevent 

financial crises and ensure that the financial system runs smoothly. 

Compared with developing countries, the financial infrastructure of developed 

countries is more advanced. Developed countries have strong capital markets, strong 

banking systems, and broad access to various financial instruments. On the other hand, 

developing countries have inadequate financial infrastructure, less liquid capital 

markets, and more limited financial services. 

Institutional capacity is critical to financial management. Institutional capacity is 

often limited, due to a lack of trained human resources, and weak institutions, in 

developing countries. In developed countries, financial institutions and governments 
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usually have sufficient capacity to design and implement financial policies and have 

effective supervisory systems to ensure regulatory compliance. 

Apart from these important components, developed and developing countries have 

different debt management approaches. Developed countries can often borrow at lower 

interest rates, but developing countries often face higher borrowing costs and greater 

dependence on international aid, which can limit their fiscal space. 

In addition, this research finds that developed countries have a better ability to 

handle economic crises because they have large foreign exchange reserves and flexible 

policies, which allows developed countries to take quick action to overcome crises. 

However, developing countries often face difficulties in dealing with crises due to lack 

of resources and institutional weaknesses. 

In short, the financial management models of developed and developing countries 

are very different. Developing countries face various problems that make their financial 

management more complex and vulnerable to risk. In contrast, developed countries 

have more stable and effective financial systems, and policies that are supported by 

strong institutional capacity and strict regulations. Developing countries need to 

undertake structural reforms, strengthen institutional capacity, and learn from better 

financial management practices. 

 

CONCLUSION 

According to this research, the fiscal and monetary policies of developed 

countries are much more stable compared to developing countries. Developed countries 

can control their budget deficits or even achieve surpluses. The ability to manage 

expenses effectively, high levels of tax compliance and a broad tax base support this. 

Because their central banks are independent and have strong institutional capacity, 

developed countries' monetary policies have also succeeded in controlling inflation and 

keeping exchange rates stable. 

Compared with developing countries, developed countries have stricter and more 

open financial regulations. To maintain the stability of their financial systems and 

prevent risky financial practices, developed countries implement regulations. In 

developing countries, financial regulations are often less stringent, with weak law 

enforcement, and high risks of corruption and unhealthy financial practices. In contrast, 

financial markets are protected by strong law enforcement and effective supervisory 

institutions. 

Developed countries have a more limited financial infrastructure, with less liquid 

capital markets and underdeveloped banking systems, which allows them to allocate 

resources effectively and support sustainable economic growth. On the other hand, 

developed countries have a highly developed financial infrastructure, which includes 

strong capital markets, solid banking systems, and broad access to various financial 

instruments. This limits their ability to obtain the financing necessary for economic 

growth. 
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Strong institutional capacities in developed countries enable efficient policy 

planning and implementation, as well as tight supervision of the financial sector. 

Developed countries have financial and government institutions that have trained 

human resources and sophisticated analytical systems. Institutional capacity is often 

limited in developing countries, resulting in less effective policy planning and 

implementation and less effective monitoring. This hinders the ability of developing 

countries to achieve sustainable economic growth and financial stability. 

Among the financial management problems faced by developing countries are 

high inflation, significant budget deficits, and exchange rate fluctuations. The problem 

is increasingly complex due to lack of institutional capacity, weak regulation, and 

inadequate financial infrastructure. In addition, becoming dependent on foreign aid 

makes developing countries more vulnerable to external pressures, which reduces the 

flexibility of their economic and fiscal policies. 

It is critical for developing countries to undertake comprehensive structural 

reforms to improve the effectiveness of financial management. Increased transparency 

and accountability, improved financial regulation, increased institutional capacity, 

diversification of revenue sources, and increased access to financial markets must be 

part of these reforms. It will require strong political commitment and cooperation from 

various stakeholders to implement these reforms. 
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