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Introduction 

Fiscal federalism is considered as a glue of federali sm. It creates frequent interaction 

between different levels of government with in a federation. Most of the time, revenue 

sources and expenditure responsibility of each leve l of governments are expressed in the 

constitution. One of the features of fiscal federalism is the existence of vertical as well as 

horizontal imbalances. Because, most important and lucrative revenue sources are 

allocated to the centre, vertical imbalance occurred in a federation. On the other hand, 

uneven distribution of natural resources and public enterprises creates horizontal fiscal 

imbalance. 

Intergovernmental fiscal instruments are basically set for addressing both vertical and 

horizontal fiscal imbalances. Federal transfer of funds and borrowing are the two 

instruments that the Ethiopian fiscal system uses to address fiscal imbalances. Federal 

transfer of grant is the major means of addressing vertical imbalances. In Ethiopian 

intergovernmental fiscal practice, the most dominant type of transfer is unconditional 

grant. 

In this paper, the pros and cons of unconditional grant would be di scussed and poss ible 

recommendations forwarded. For the purpose of achieving thi s goal, there are fi ve 

chapters; chapter one, di scuses about statement of the problem, significant of the study 

and other important concepts which help the reader to frame the scope of the study. 

Chapter two, deals about the theoretical background of fi scal federalism and its important 

components. Fiscal decentralization in Ethiopia discussed under Chapter three. Chapter 

four, deals about the pros and cons of unconditional grant under Ethiopian federal 

arrangement. Finally conclusion and recommendations are given under chapter five . 
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Chapter one 

Introduction 

A. Back ground of the Problem 

Revenue transfer is one of the core points in the discussion of federalism. The federal 

government and states may have their own revenue sources and expenditure. In order to 

meet their needs each levels of government needs financial back up. All most in all 

federations it is possible to identify fiscal imbalances (vertical as we ll as hori zontal). 

Vertical fiscal imbalance arises because different levels of government have differing 

capacities to raise revenues to finance their expenditure. And horizontal fiscal imbalances 

occur since regional governments incur uneven cost of provision of public goods and do 

not have equivalent revenue rai sing capacities. Depending on the federal arrangement and 

the constitutional set up, different federations adopt different methods to deal with the 

problem posed by fi scal imbalances. Revenue sharing and allocation of grant are the two 

means of revenue transfer mechanisms of addressing fiscal imbalances. 

Allocations of grants are in two forms:-

1. If the grant is under the discretion of the states to spend with out the control of the 

, 
,.' 

'; .l ,:: 
;- ., 

..... -: . !:.~ .j _I:i 

centre, then it is unconditional or general purpose grant. ThiS kind of grant IS used tS ~'1' I 
mostly to rai se the fiscal capacity of the states. J.,:i,/·", . 

2. On the other hand, if the grant, which is allocated to the states, are controlled and Ii 

supervised by the centre in order to spend it on a specific sector, then it ~ , 
considered as conditional grant. 

In Ethiopia, after the introduction of federali sm, revenue transfers from the centre to the 

regions are one of the main issues in the discussion of fiscal decentrali sation process. 

Under the constitution, both the federal as well as regional governments can levy taxes 

and collect duties on the sources that fall under their jurisdictions. 

However, the constitution does not balance between the expenditure responsibilities and 

revenue share of the states. Giving almost all important (lucrative) tax sources to the 

federal goverrunent is one illustration. The existence of fi scal imbalance is attributable to 
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the above facts. So, in order to solve the fi scal imbalances and build up the financial 

capacity of the states, unconditional or general-purpose grants are implemented. 

By gIVIng special emphasis to the Ethiopian federal arrangement, allocations of 

unconditional or general-purpose grants have its own merits and demerits. If one 

observes from the principles of federalism in which the constitution bestows each state 

fu ll right of self government, then giving unconditional grant to the states is significant at 

least for two reasons. (I ) It gives power of self rule to the states and (2) it gives states to 

allocate their transfer accord ing to their priorities. On the other hand, allocation of 

unconditional or general purpose grant has its own limitations in the Ethiopian fi scal 

system. (I) Lack of skilled man power, (2) abuse of federal transfer and (3) different 

level of development in public service between regional states could be considered as the 

limitations. 

B. Statement of the Problem 

In the Ethiopian federal arrangement, federal grant is the major source of revenue to the 

states. This is by the fact that most important revenue sources are reserved to the centre. 

Unlike US Federation, the Ethiopian Federal system introduces unconditional or general 

purpose grant for equalising vertical as well as horizontal fi scal imbalances between the 

federal government and the states on one hand and between states on the other hand. 

Since the nature of thi s kind of grant does not allow the grantor to spec ify , aud it or put 

any kind of control on the states, it may open the door for misuse of budget for other than 

public interest and corruption, finally it can lead to bad governance and di sproportionate 

growth. 

Unconditional or general-purpose grant has its own drawbacks in the present Ethiopian 

federal system. Among the reasons:-

• Lack of intellectual capacity. At present, most states do not have adequate number of 

sk illed man power who understands and execute fi scal policy of the country. Because of 
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thi s, it happens to seen falling to use their grant properl y. As a result, to go with those 

states that has the skilled manpower become difficult. Gambella, Somali , Benishangul 

Gumuze and, Afar regions can be a good example . 

• Absence of accountability. The other problem in the application of unconditional grant 

is absence of accountability. In other wo rds, they can spend the whole or parts of the 

grant even other than public use, but no one asks them why they do that. This can be 

illustrated by the fact that, most public officials have luxury house hold and offi ce 

equipments (chair, table and pc's) more than one car, house e. t.c ... entirely by misusing 

the grants given to the public good. 

The fol lowing are some of the research questions that the study tries to answer at the end 

by rai sing legal and practical issues. 

1. Why does the Ethiopian federa l system adopt unconditional grant? 

2. What are the advantages of unconditional grant in the Ethiopian Federal 

arrangement? 

3. What are the di sadvantages of unconditional grant In the Ethiopian federal 

arrangement? 

4. Why does the Ethiopian grant formula changed many times? 

5. What consideration (priorities) has been given in the formulation of the new 

(2007) grant formula? 

6. What were the challenges against the previous grant formula? 

7. What lesson should we learn from other federations in allocation of grant? 

8. Do we have other means's to address fiscal imbalances other than unconditional -. __ .. 

grants? 

C. Objective of the Study 

The main objective of thi s study is to show how much unconditional or general­

purpose grant practiced in the present Ethiopian federal system by di scussing the 

advantages as well as the disadvantages of it. 
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On the other hand, the study wi ll demonstrate how much fi scal transfer (grant) IS 

important for addressing vertical as well as horizontal fi scal imbalances. 

The other objecti ve of the study is, to observe other federations grant system and 

recommend important achievements to our grant system. 

The last but not the least obj ective of the study is, to recommend some legal measure 

that can reduce the draw back of unconditional grant under the Ethiopian federal 

arrangement. 

D. Significance of the Study 

In its fi ndings, the research try to limit the draw back of unconditional or general­

purpose grant and provide effective and adequate method of utilizing federal grant, 

which is given to the states. 

By looking the fi scal policy of the country, the study provides effective way of using 

revenue resources by considering the federal arrangements. 

The study, by pointing out other federation 's experi ence, show the relevance of 

putting limitations on the application of unconditional or general-purpose grant m 

order to bring sustainable uni form development through out the country. 

The research benefi ts the states as well as the federal government, to know the impact 

of unconditional grant and minimise its side effects. 

E. Limitation of the Study 

With regard to limitation(s), the following points could be considered as limitations of the 

study: -

Availability of recorded data, documents 

Absence of co ll aboration from authorities for giving info rmation 

Financial constraints to gather data in all regions and 

Time to finali ze the thesis because of the above reasons 
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F. Methodology 

The study wi ll make an appropriate study of the ex isting literature on fi scal federa lism. In 

so doing, the stud y has set up the proper conceptual, legal and theoreti ca l framework, 

which serves to analyze unconditional or general-purpose grant. 

The methods that are going to be applied in the study are:-

Analysis- because information will be obtains through questioners and interviews 

Deductive- because the study will apply legal provision to factual situations. 

Documentary analysis of five annual years (I996-1999 E.C.)Fiscal report o f 

regional states. 

G. Organisation of the Thesis 

The thesis will have fi ve chapters including: 

A. chapter one is an introductory part of the thesis and it deals with background of 

the problem, statement of the problem, objective of the study, significant of the 

study, limitation of the study and methodology of the study. 

B. Chapter two tries to deal with conceptual frameworks including definition of the 

term grant and related concepts. It also tries to show types of grants and the nature 

and extent of grant. 

C. Chapter three tries to show unconditiona l or general-purpose grant under the 

Ethiopian federal arrangement. It also 

D. Chapter four shows the pros and cons of unconditional grant in Ethiopia. 

E. The last chapter will give conclusion and recommendations. 
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Chapter Two 

Theoretical Background 

2.1. Fiscal Federalism 

In the federal form of government, the federation consists of two sovereign organs 

(levels of governments). Usually there exist the federal (central) government and sub 

national (regional) governments. Each operates accord ing to the constitutional di vision of 

power i.Depending on their constitutional set up, each has exclusive power over matters 

which fall under their jurisdiction. In case of concurrent powers, both the federal as well 

as the sub national governments will have a right on it2 

The core point of federalism is to combine unity and di versity which is created as a 

result of multi ethnic, cultural and linguistic society. J In order to bring harmonious 

peaceful co-existence between different ethnic and religious groups, powers which 

are important for express ion of their unique identity should be given to different 

nations and nationaliti es. These powers include self rule, and administration of 

resources . 

Fiscal decentrali zation is the position when revenue sources and expenditure 

responsibility di stri buted among the center and the regions. In a federal fo rm of 

government, as political and administrative power distributed among federal and regional 

governments, fisca l powers also distributed between the two levels of governments. The 

focal point of thi s sect ion is to give brief high light about fi scal federalism. 

Fiscal decentrali zation deals about how tax revenues and public expenditures are 

allocated between federal and regional gove rnments4 I f the regional government get 

the larger part of the revenue, then it indicates that the greater part of the revenues 

collected is decentrali zed5 Accordingly, expenditure decentralization may occur. In 

other words, the major concern of fi sca l federalism is distribution of revenue sources 

and expenditure responsibility of revenue resources to federal and regional 

gove rnments6 The allocation of revenue resources to federal and regional governments 
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wi th In the federation is important at least for two mall1 reasons; "first, revenue 

resources enable or constrain governments in the exercise of their constitutionally 

assigned legislative and executive responsibilities. Second, the economy can be 

affected, because taxing powers and expenditure are important powers by themselves 7 " 

In order to have a successful federal system, the adoption of effective fiscal federalism 

IS very important. 8 In any federation , it is common to see the different financial 

capacity of regions, some regions are more richer than others, some may have more 

natural resources and revenue raising power than others. On the other hand there 

exists a huge difference between the federal government and regions in revenue 

sources and expenditure power. Therefore, fiscal imbalances happen to be seen in a 

federation. So, in order to avoid imbalances, both vertical (between federa l government 

and regional state) and horizontal (between regional state), there should be an effective 

fiscal policy that can adjust the fi scal imbalances·9 

In order to adjust fiscal imbalances there must be an intergovernmental fiscal transfer 

system. And this intergovernmental transfer system should be effective. Some argue that 

the central government has the duty to maintain a minimum standard of public service in 

all sub national governments. 10 But this argument is not supported by many scholars. 

At this stage of the research I think it is important to see basic criteria 's for an 

effective transfer system before engulfing to other theoretical concepts. In order to have 

an effective inter governmental fiscal transfer system, there should be; 

" Revenue adequacy: each regional government should have sufficient resources, to 

fu lfill its expenditure responsibilities. I I 

Transparency and stability: the formula which the transfer system works should 

be announced and each locality should be ab le for cast its own revenue. And the 

formulas should be stable at least a few years (3-5) years in order to plan a long term 

policy at the locaileve l. I2 
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Local tax effort and expenditure control: The system should not encourage fiscal 

deficits, rather should produce suffic ient tax revenue by the regional governments. IJ 

Equity: The intergovernmental fiscal transfer should not be based on the same merit to 

all regions. Instead it should base on the needs of each region. This is because the fiscal 

capacity and needs of regions vary from region to region. 14" 

On the other corner there are scholars who argued that there is no need for the 

government to be invo lved because the market can perform the function of 

equalization by itself. 15 They say, if the population of a country is perfectly mobile 

through out the region, then resources have a high degree of mobility. But, in real life 

no country's population is perfectly mobile because of many factors. Such as; moving 

costs, employment and lack of information etc ... 

I think to have an effective intergovernmental fi scal transfer system, equity based transfer 

is mandatory. For example in Ethiopia, Afar region needs for rural road in 1999FY was 

2.25% of its total transfer but Tigray region need was 0.53% from its total transfer in the 

same FY. The other point, the involvement of government in addressing fiscal 

imbalances is very important. The current global financial crisis shows the market could 

not perform the equalization function by itself. 

2.1.1 Revenue Transfer 

Revenue transfer is needed because federal government usually control the major tax 

sources; as a result, regional states can not execute their expenditure responsibilities 

with a shortage of fi scal capacity. 16 Vertical imbalance occurs usually as a resu lt of the 

above reason. On the other had as stated in the previous section, horizontal imbalance 

could possibly happen in a fede ration when there is a difference in natural resources 

and revenue raising power between the regions. So, to reduce these fiscal imbalances, 

it is important to have intergovernmental revenue transfer system. 17 
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In order to correct the imbalances most federation adopted mechanism of revenue 

transfers from federal to regional government. 18 The main purpose of revenue transfer 

IS avo iding vertical imbalances by providing different kinds of grants(conditional, 

unconditional , matching and non matching e.t.c) which will be discussed in depth in the 

coming sections and to avoid horizontal imbalances by ass isting poorer regions. 19 

In fact the level of imbalances varies across federa tions. However, the major objective of 

revenue transfer is, addressing states financial constraints. As a result, they (states) can 

execute their expenditure responsibili ty20 

2.1.2 Revenue sharing 

Revenue sharing, as the name speaks for itself, happens when revenue sources are shared 

between the federal and regional governments. Unlike grant, only states that share a 

revenue source with the federal government can get the benefit out of it. 

Scholars argued that, even in the best assignment system, best designed mapping of 

func tion, overl apping jurisdictions is unavoidable.21 Fiscal overlapping can occur in both 

tax and expenditure responsibi lities.22 This overlapping is created as a result of 

concurrent assignments, interdependence of fisca l revenue bases, expenditure functions, 

and vertical competition (competition among hierarchically ordered governmental 

layers) and horizontal competition ( competition with in each layer). 23 For this reason 

Govinda and Nirvikar said: 

"In faci. inlergovernmental transfers are both a cause 

and consequence offiscal inlerdependence between 

different layers of government ... 24 

"The principal reasons for fiscal overlapping 

is intergovernmenlal competition. .. 25 

Fiscal overl apping accounts for overlapping of fi scal jurisdiction. In fact in order to avoid 

such kind of problem, a system of cooperative federali sm should be adopted. 
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One of the sign of fi scal overlapping is revenue sharing. When revenue sources are 

shared between the federal and regional governments, then overlapping of fi sca l 

jurisdiction created. The degree of revenue sharing is dependant on the Constitutional set 

up of revenue sources between the federal as well as regional governments26 This 

principle is applied in a federation because it is difficult to attain uni form standards 

across a federation. This is because there ex ists di fferent geographical, natural, 

soc iological and economical background of the regions. The most important function of 

revenue sharing is attaining the highest revenue capacity of regional governments, in 

order to sati sfy their expenditure responsibili ties27
• On the other side, thi s gives the states 

autonomy of self rule on the revenue co ll ected by both the center and themselves. 

So, we said the ex istence of fisca l over lapping is common and revenue sharing is one 

of the presiding feature in a federation, but I would like to note that, an important 

effective and transparent mechanism, which both the states and federal governments 

satisfi ed with, should be applied. 
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2.2 Reasons for Fiscal Decentralization 

It is important to show the importance and reasons of fiscal decentrali zation. This is 

because there are arguments for fi scal centralization. 

In the previous part we said, fi scal decentralization deals about how tax revenues and 

pub lic expenditure are distributed among the different levels of governments28
. 

According to most literatures, inter governmental fiscal relation is important for 

achieving the process of fiscal decentralization. 

According to Bernard P. Herber, when we see it from the economic point of VIew, 

decentralized decision approximate the market more closely than those of the central 

decisions. 20 

~ Since there exists cultural and other differences across the nation, 

decentrali zed fiscal policy , gives the regions to expend the revenue as the 

values and preference of their people 30 

~ Individuals attain greater freedom and responsibility when public goods are 

allocated by local governments 3 1 

~ Fiscal decentralization avoid frustration of regional government because they 

are not implementing policies decided elsewhere rather they are 

implementing there own policies based on their merits 32 

~ Last but not least, fiscal decentralization held accountable the local 

d d I· h . .)) politicians to bear the costs of their decisions an elver on t elr promIses. 

For the above reason many scholars support the principle of fiscal decentralization. 

Among them, Fje ldstad , Conforti and Litvack are known 34 
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2.3 Challenges for Fiscal Decentralization 

So far we have discussed important points about fiscal decentralization. In the previous 

section (section 2.2) we have seen the rationales of fiscal decentralization. Because there 

is no such perfect system, it is so important to see the limitations or challenges of fiscal 

decentralization. It is said in section 2.1.1 that, because the federal government controls 

major tax sources, regional states failed to fulfill their expenditure responsibility which 

is given by the constitution. As a result, ve11ical imbalance happens. On the other hand, 

it was said that because of different natural resource , revenue capacity and other 

socio-economic factors there exists fiscal imbalance between regional states. As a 

result horizontal imbalance created. 

The major challenges of fiscal decentralization are:­

~ Ve11ical imbalance and 

~ Horizontal imbalance 

But there are other limitations which highly affect the principles of fiscal 

decentralization, such as; 

~ Multiple taxation & 

~ Intergovernmental externalities 

The objective of this section is only to discuss these challenges in depth. 

2.3.1 Vertical Imbalance 

Vertical fiscal imbalance occur as a result of revenue as well as expenditure gap 

between federal and regional governments revenue resources and expenditure 

responsibilities 35Since revenue raising power of both the federal as well as regional 

governments is based on the constitutional division of power, the problem of vertical 

imbalance is created primarily by the constitution ) 6 

In other words, both layers of government have expenditure responsibilities but the 

major revenue sources are given to the center. As a result vertical fiscal imbalance 

created. For this Bernard, said , 
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"Verlical fiscal imbalance refers 10 a 

disproporlionale alignments of Ihose revenue 

sources vis-a-vis expendilure obligations by level of 

governmenls" 3 7 

Further, he reason out why the federal government dominates the revenue sources. He 

said, the federal government for the purpose of allocational, distributional, and 

stabi lization purposes should dominate the revenue source3 8 

Though Bernard's points are from economics point of view, Ronald L. Watts also support 

some of the point that Bernard set. 

According to Watts, vertical imbalance created fro two reasons, first , he argued that, it is 

impol1ant to allocate the major revenue power to the federal government because it helps 

to bring uniform and effective economic union and bring collective development39 For 

thi s, more or less he has similar approach with Bernard. Second, watts believes that, no 

matter how the federation carefull y planed to avoid vertical fiscal imbalance, because 

of unforeseen circumstances over time vertical fisca l imbalance will be created .40 

When we boiled down from the discuss ion, presented above, it is clear that vertical 

fiscal imbalances is one of the measure challenges to fiscal decentralization. 

2.3.2 Horizontal Imbalances 

One of the challenges of fiscal decentralization is horizontal fiscal imbalances. When 

there is a fiscal imbalance created between different regional governments in a 

federation , it is known as the problem of horizontal imbalance. 41 

Regional governments usually have different capacity to generate revenue, even 111 a 

single tax bases. As a result they may not generate the same amount of money.42 

Further, Solomon elaborated the existence of different capacity of revenue raising 

power between the regional governments. He said, 
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" The problem of horizontal imbalance occurs when the 

revenue capacities of different constituent units vary so 

that they are not able to provide their citizens with 

services at the same level on the basis ()[ comparable 

tax levels " 43 

Like Solomon, Ronal Watts support the arguments presided above. But further 

he said that, variations in socio- demographic , characteristics of the 

population such as population dispersion, urbanization, agriculture, the cost of 

providing services and physical and economic environment are also the reasons 

for the occurrence of horizontal imbalances .44 

From the above arguments it is possible to see fiscal imbalances between the 

sub national governments though the degree varies from federations to 

federations. But it is important to note that horizontal fiscal imbalance IS 

one of the challenges of fiscal decentralization. 

2.3.3 Intergovernmental Externalities 

The other challenge of fi scal federalism is intergovernmental externalities. It 

means the fiscal action of one regional government affects or benefited on 

residents of another regional state in a manner which escapes budgetary 

control 4 S 

Intergovernmental externalities can be categorized in: 46 

~ Positive intergovernmental externalities 

~ Negative intergovernmental externalities 

~ Vertical intergovernmental externalities and 

~ Horizontal intergovernmental externalities. 

Positive intergovernmental externalities exists, when the fiscal action of one 

region benefi ts the residents of an other region. Thus, a public health clinic 

financed by one region may benefit the neighboring states. 



flll: P/'(I\ 11m/ ( -0/1\ I~r ( /leoni/ilioll"/ (;ralllllllf/rr rile 1~ /hi0f'i(l1l Fet/era/ Irr{IIt~('fII (,J/I\: 16 
-1 Contpllrtlliw S'lIl~l ; 

When the fi scal action of one region affects the residents of an other 

regions, it is known as negative intergovernmental externalities. Thus the 

dumping of poorly treated sewerage in to a ri ver by one region may affec t the 

health of the residents it the down stream region . 

We refer verti cal intergovernmental ex ternalities when such kinds of impact 

exerted between the federal and regional governments. 

Hori zontal intergovernmental externaliti es are between sub national 

governments. 

2.3.4. Multiple Taxation 

Multiple taxation sometimes its called tax over lapping by some scholars 

considered as, secondary problems of fi scal decentrali zation. Bernard is one of 

the advocates of thi s idea47
. Overlapping taxation is one of the phenomena that 

can be seen in a federation. It simply means, same tax base is taxed more than 

once. 48 It can be created in three ways :-

Vertical Multiple Taxation: it happens when di ffe rent levels of government 

(federal and regional) impose tax in the same base. 

E.g. when income tax imposed by both the fede ral and 

regional governments. 

Horizontal Multiple Taxation: Occurs when the same tax base taxed by the 

di ffe rent regional unites of government at the same level . 

E.g. when income tax imposed by two regional governments 

Intra Unit Multiple Taxation: Occurs when one tax base is taxed twice by 

one government. Fore instance, imposition of income tax on both corporation 

and personal on corporate dividend income in the Ameri can public sector 

can be a good example for intra unit multi ple taxation49 

Multi ple taxation, based on the above presentation, considered as one of the 

cha llenges fo r fi scal decentralization. 
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2.4 Intergovernmental Fiscal Instruments 

In the previous sections it is discussed that, in a federation intergovernmental fiscal 

problems are certain to arise. We also discussed that there are multiple factors for the 

existence of vertical as well as horizontal fiscal imbalances in a federation , which 

were considered as challenges of fiscal decentralization. 

In this section we shall see di ffe rent kinds of approach that helps federations to reduce 

fiscal imbalances. Different federations apply a number of intergovernmental policies, 

such as conditional grant, unconditional general purpose grant, matching grant, non 

matching grant, vertical grant, horizontal grant and income tax credit etc. 

Some federation use a mixture of 2 or 3 kinds of grants, but the most important point is 

addressing the imbalances that already exist in federation. 

Now let's di scuss major intergovernmental fiscal instruments. 

2.4.1 Allocation of Grants !Intergovernmental Grants / 

In order to address fiscal imbalances and challenge of fi scal decentralization, different 

types of grants are allocated. Normall y the flow of intergovernmental grants are from a 

higher level to a lower level government 5 0 In other words from federa l governmental 

to the regional governments. 

One of the principal objective of such inter governmental grants are reducing the 

horizontal imbalance between the regional governments. Hence most of the time the 

federal government took the major revenue sources for different reasons, allocation of 

grants is one of the basic revenue to the sub national governments. Each type of grants 

has its own characteristics. Therefore, it is beneficial to see one by one. 

2.4.1.1 Conditional Grant 

Conditional grants sometimes called specific purpose grants or categorical grants . In this 

types of grant the federal government is the one which specifies the purpose of the 

grant which the regional governments receive. 52 As a result such kind of grant often 

address concerns which are highly important to the federal government but contrary to 

less to the regional governments5 3 
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"As the conditions become more specific, the states will 

in effect be l~ft with no option but a/spending the money 

in the area specifically required by the center. ,,54 

Since the conditions are set by the federal government, regional governments can not use 

the grant for other purpose. For instance, if the grant is conditions to the building of 

health care center, the respective regional government carUlot use it for building of 

elementary school. 

It is important to note the obj ective of specific purpose grant. It is to impose conditions in 

order to build lip nation wide standards for provision of pubic services55 

Categorical grant fu rther play a major role in curbing financi al embezzlement , 

inefficiency and corruption because, it is the federal government which control and 

audit the grant 56 

Ronald Watts suggests that, if conditional transfer constitute a large part of the 

revenue transfer and significant part of the whole regional state ' s revenue, it may 

undermine the autonomy of the regional governments 57 Because it induce regional 

governments to undertake expenditures not necessarily important to their own 

priorities. 

With in conditional grants, there are several types. Let 's see some of them. 

A. Matching Grants 

Matching grants are conditional grants which regional states shares the cost with 

the center in order to get the grant. 58 The federal governments can give condi tional 

matching grants, but that means the stats shall share the cost with it. 

Most federal states introduced matching grant ; one, for optimize the use of limited 

federal resources and second, to encourage regional states to spend on activi ti es 

which has a national benefit, like standardi zed education , health care etc . * 
Matching grant is in two forms:-
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» Open Ended Matching Grants and 

» Close Ended Matching Grants 

Open Ended Matching Grants: In thi s grant , when ever the regional state expend , 

the center shall support that parti cular activity. For example, a grant may indicate that 

the loca l government spends a dollar on health, the federal government will contribute a 

do llar as well .59What ever the local government expends, the center wi ll support. In 

other words, there are no limitations which the center gives to the regional states . That is 

why it is said an open ended. 

Closed Ended Matching Grants : Unlike open ended matching grants, the center 

may specify some max imum amount of money that it will contribute60 That is why it 

is said closed. The local governments can get onl y the specified amount of grant from 

the center. 

For the purpose of budget control most governments put a ceiling on the federal 

government share6 1 

B. Non Matching Grants 

Unlike matching grants, the regional stats are not required to match the contribution of 

the federal government. 62 The federal government offers only a fi xed mount of money 

with stipulation that, it will be spent on a specified public good. That means the states are 

not duty bound to expend their budget in order to match the grant given by the federal 

government. 63 

C. Block Grants 

Block grants are essentiall y non-matching conditional grants. In block grants, unlike 

other categorical grants, the recipient state and local government have more 

fl exibility in spending funds which are acquired from the center'" One example, 

let's say the block grant program is fo r education, in this case the state or the local 
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government can spend the grant either for elementary or high school or even tertiary 

level education. This gives the state to spend the grant in its need. 

It was under Regan administration (earl y 1980s) that block grants became popular in the 

Un ited States. Job Training Partnership Act of 1982 is one example of block grants under 

the Reagan adm ini stration. But despite the efforts of the Reagan administration , the 

categorical grant ( without block) remains the dominant means of transferring funds 

from the federa l governments to the state and local governments. 

To address fiscal imbalances different countries applied grant system which is more 

appropriate to their priorities. Here under, four countries (USA, Germany, UK and, India) 

experience of addressing fiscal imbalances discussed. The purpose of di scussing these 

countries experience is to compare with Ethiopian intergovernmental fiscal transfer 

system under chapter three. 

The Un ited States 

In the United States, unlike most developed countries, conditional grants are used 

rather than un conditional grants64 Further it is argued that conditional grants are a 

better response to U.S needs than the use of un conditional grants. 

"In the United Sates, conditionality a/federal state transfers is 

the norm, but the states retain their right to legislate, their 

own programs." 65 

As a result the federal government have a power of imposing national standards for 

the design of state program. 

According to Rosen, in the early 1990's conditional grants accounted more than 90 

percent the federal grant. And 2/3 of the grants were given to the state governments and 

the remaining is given directl y to the local governments. 66 
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Health , Income, security, education and training are the four most important categories 

of federa l grants in the US 67 55 percent of federal grants are accounted for health 

and in come security 6 8 

According to Hyman, education, housing and community redevelopment , waste 

treatment fac ilities, and airport construction are federal grants that are directly gIven 

to the local governments. 69 

All forms of conditional grants (open ended matching, closed ended matching and 

non matching) are used in the United States but closed ended matching grants is the 

most common one. 70 

In the early 1980s under the Reagan administration, block grants become popular. And 

many categorical grants were consolidated in to a few broad block grants. 11 Now in 

U.S.A categorical grant remains the major means of transferring grants from the federa l 

government to the states and local governments. 

It can be concluded that, in the United States, conditional grant is used to address fi scal 

imbalances. And through it, the federal government intervenes in to states and local 

f'C· ' 2 government a laIrs. ' 

German 

Unlike many other countri es, German tax system has a unique feature. All major taxes 

are shared by the federal and regional governments .73 Including , personal income 

tax , corporate income tax, and V A T. 

In 1990, about 64 percent of the state revenues and 30 percent of local government 

revenues came from shared taxes. 74 

The federal government, to lift up financially weak states (east & west) offers grants. In 

1990, 15 percent of the states and 22 percent of local government ' s revenue came from 
r the federal grant . ) 
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German transfer system is considered as the most "conditional " one comparing to others. 

This is because the regional goverrunents intended to finance expenditures that the 

Lander incurs in administering the federally legislated programs 76 All the programs 

are formatted by the federal government as a result, the states have no choice except 

performing in accordance with it. 

"Such conditionalily is obviously absolute in the sense that 

all Lander are required to administer uniform national 

public service programs in their own jurisdiction . ,, 77 

In fact when the program set in the federal house each Lander can put some remark 

through its representative to minimize the absoluteness of the conditional grant. 

With thi s it is clear that Germany uses conditional grants as a means of addressing 

imbalances. 

The United Kingdom 

Unl ike America and Germany, the United Kingdom (UK) is unitary state. Even if, the 

central government can, at any time, by the ord inary process of legislati on, changes the 

powers of local authorities or aboli sh them altogether, it has important features in dea li ng 

fi scal imbalances. Almost all major taxes (personal income tax and corporate in come 

tax) are collected by the center. Only local res idential property tax (council tax) are 

co llected by the regions among the major taxes n 

In the UK, grants for the local authority are grouped under three broad heads. The first 

one is aid from the central government, the second is property tax, fees and charges 

on services provided by local goverrunent, rent, interest, the third is miscell aneous 

charges of which the largest component is council house rents. Since the local units 

have very limited fi scal resources, the grants from the center are necessary. 78 

Unlike the United States and Germany, the UK grant system is di ffere nt. Both general 

purpose ( unconditional ) grants and specific ( conditional ) grants are applicable 111 

UK.79 it is general purpose grant which is applicable wide ly, but the specific 

, 
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grant can be used to address the spill-over or externality effect of specific projects, 

such as roads, education and social welfare. 80 

In the UK addressing fiscal imbalances took a mixture of both conditional as well as 

un conditional grant system. 

India 

According to literatures, Indian intergovernmental fi scal transfers go as far back as 

1919, and encountered many changes after its independence from UK in 1947 8 1 

In order to address fi scal imbalances, the Indian grant system consists of three 

elements ;( I) In order to assist the backward areas, a revenue sharing scheme 

introduced through a genera l purpose grant82 This is operated by the finance 

commission. (2) Both conditional and unconditional transfers from the federal 

government to the regional states 83
. (3) Local government borrowings with the 

approval of the federal government. 84 But this is not grant in the strict sense. 

India just like the UK, practices both conditional as well as un conditional grants 

which are authorized by the planning commission85 According to Jun Ma study, in 

1992/93 transfers authorized by the commission amounted to 38 percent of the total 

transfers ( world Bank I 99S, p.4S) 

In India, some of specific (conditional) grants are matching ones. And it is the planning 

commission which specified conditions for some part of its grant to the regional 

states and local governments. 

2.4.1.2 Unconditional IGeneral Purpose Grant 1 

The other type of grant, in order to address fiscal imbalances and minimize the 

challenges of fiscal decentralization, is unconditional or general purpose grant. 

Unconditional or general purpose grant is simply the opposite of conditional or 

specific purpose grant. Unlike conditional grant, the federal government does not put 
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any restriction or specification on the grant which it give to the states and local 

governments 86 That means the receiver state or local government has abso lute 

discretionary power to use the grant according to its priorities87 

For this, Solomon Said, 

" It is characterized by the absence of significant restriction 

on the use of funds as it is at the regions discretion to spend 

the money for any preferred purposes ... 88 

According to Bernard P. Herber, there are a number of reasons why countries 

use unconditional or general purpose grant . 84 

These include, 

I. Supporting states that have inferior tax ( revenue) sources companng to 

the federal government. 

2. The fact that exists different fiscal capacities of states and local governments, 

3. From the economics point of view, it helps to scale tax administration. 

Unconditional or general purpose grant has its own disadvantage .Bernard said, 

the application of unconditional or general purpose grant conflicts with the 

principles of fiscal symmetry90 This is because tax ( revenue) collected by one ( 

federal) government and spend by an other (states or local) governments which 

is ca lled fiscal asymmetry. As a result, it causes fiscal irresponsibly91 In order to 

so lve this asymmetry Solomon said: 

" this asymmetry would be avoided , however, if the same 

government that takes the taxing decision also in a 

symmetrical fashion , takes the spending decision. .. 92 

Further, Solomon point out, even if it has its own disadvantages, the appli cation of 

unconditional or general purpose grant is needed to equalize the financi al capacity 

of states as well as local governments 93 
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It seems that, countries use unconditional or general purpose grant in a limited range or 

circumstances. In order to minimize the asymmetric effects of it, in the UK as discussed 

earlier, both conditional as well as unconditional grant are applicable. For addressing 

spill over effects or externalities and specific projects like education and social 

welfare, conditional grant applied. In India also some matching conditional grants 

applicable despite the use of wide ranged unconditional or general purpose of grant. 

These shows in order to minimize the fiscal asymmetric effect of unconditional or 

general purpose grant, countries uses specific purpose grant in some degree. 

In concluding about unconditional grant, the main reason for the federal government 

to give unconditional or general purpose grant to states and local governments is to 

equalize fiscal capacities of different states in a federation in order to ensure the 

provision of some minimum level of public services. 94 
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2.5 Grant Formula 

We saw that in a federation, intergovernmental fiscal problems are certain to arISe. 

Addressing these intergovernmental fiscal imbalances is one of the core points of fiscal 

federalism. In the previous section, we discussed how fiscal imbalances could be 

addressed by the allocation of different kinds of grants ( conditional, unconditional) 

to the states and local governments. 

In this section we will discus how the criteria or formula in which the grant allocated 

to the states and local governments are applicable. In order to avoid arbitrariness and 

subjectivity in a federation, it is mandatory to have a common formula in which a grant 

system operates in a federation. 

In general there are four types of grant formulas; 

}> Based on Fiscal capacities and expenditure needs 

}> Based on only fiscal capacities 

}> Based on some needs ' Indicators ' 

}> Based on an equal per capital basis. 

2.5.1 Formula Based on Fiscal Capacities and Expenditure 

Needs 

As the name speaks for itself, this kinds of formula consider both fiscal capacities 

as well as expenditure needs of states and local governments 9S 

" Thus , in order to consider both fiscal capacities and expenditure needs , a typical 

formula of this types is necessary. 

Trj =N,-C j- OTR j 

N = the fiscal need of the a regIOn 

Cj = the fiscal capacity of a region 

N-cj = the gap between the fi scal need and fi scal capacity (own source or revenue) 

OTRj = other transfers (e.g. Conditional transfers),,95a 
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According to this formula , the gap between each state fiscal needs and fiscal 

capacity wi ll be filled by the federal government. 96 

Application of this formula can be seen in Germany, UK, etc 

In this formula the requirement of data, especiall y on expenditure needs, IS very 

important. 9) Because the allocation is based on the expendi ture needs of regIOns, 

previous expenditure data of regions is important to allocate the feature transfer. 

2.5.2, Formula Based on only Fiscal Capacities 

This type of formula is also called representative tax system. Relatively it is easy to 

implement and need not require data as the previous formula. 98 

The typical formula is as follows; 

Tri = Pi (B/p- Bi/pi) t 

Tri = Transfer from the center to a region 

Pi = population of a region 

Bi = tax base of a region 

P = Total population of the country 

B = Total tax base of the country 

t = The country ' s average effective tax rate on the tax base 

B/P B;/Pi = measures the gap between the national average per capita tax base and a 

region per capita tax base. 

According to this formula the federal government transfer will create fiscal capacity 

of the below average region up to the national average 99 An example of the use of 

thi s formula is Canada. 

2.5.3 Formula Based on some Needs 'Indicators' 

In thi s fo rmula, fiscal capacity is not considered. Because, getting such data are difficult 

to obtain. 100 As a result, the use of varieties of indicators are mandatory. In other words, 

though there are no data, there are verities of indicators which describe the fi scal needs of 
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a region and the choice made pursuant of the government objective as well as historical 

and political factors. 101 

The following are a typical indicators used to determine regions fiscal needs; 

Per capita income level ; 

Poverty incidence; 

Unemployment rate; 

Population density; 

Area; 

Infant mortality; 

Life expectancy; 

School enrollment rate 

Infrastructure and 

Other indicators 

Most of the time, more than one of the indicators often used to determine a region fiscal 

need. 

The most important issue is, understanding and choosing the right indicator. It is a very 

sensitive question and need to be taken with careful consideration. 

India could be a good example of applying this formula. 

2.5.4 Formula Based on an equal per Capita basis 

This kind of formula, Comparing to the above three, has relatively weak equalization 

effects. l04 This formula cannot absolutely equalize but reduce fiscal di sparity between 

regIOns. 

The formula is as follows: 

Tri=Pi(TT/P) 

TT= Total amount of transfer 

P= Total population eligible for the transfer program 

An example of using this formula is Germany; in VAT sharing, Canada's EPF, UK' s 

NOR and a number of Indonesia general purpose grant. 105 
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Among all formulas the first one provides potential full equali zation and the last one is 

less effective in equalization. 106 

By usmg the above form ulas different countries address fiscal imbalances through 

allocation of grants. 

Conclusion 

In this chapter, the major theoretical aspect of fiscal decentralization was discussed. 

Fiscal decentralization occurs as a result of distribution of revenue source and 

expenditure responsibilities between the center and regional states. The two cha ll enges of 

fi scal decentrali zation are vertical and horizontal fi scal imbalances. Vertical fisca l 

imbalance occurs because major lucrative revenue sources are allocated to the federal 

government and the states left with limited revenue which, most of the time, 

disproportionate to their expenditure responsibilities. Horizontal fiscal imbalance occurs 

because of uneven distribution of natural resources and revenue raising power between 

regional states . 

The main purpose of intergovernmental fiscal instruments is addressing both vertical and 

hori zontal fiscal imbalances. In order to fill the fiscal gap, allocation of grant or 

intergovernmental grant is transferred to the regions from the center. The transfer, 

whether conditional or unconditional , is dependant on the fiscal policy of a country. 

Different kinds of grant formula are used in different countries . The objective of having 

formula is, to set object ive criteria of transferring the fund to the regions. The formula 

could be based on; fiscal capacities and expenditure needs, only fiscal capacities, on 

some needs ' Indicators ' and, on an equal per capital basis . 
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Chapter Three 

Fiscal Decentralization in Ethi'opia 

Many agree that fi scal decentralization resulted after the downfall of the military regime 

(Derg) in Ethiopia. Before that historically there was a highly centralized form of fi scal 

policy. The process of decentralization was driven by a number of factors. I 

[n Ethiopian fi scal decentralization process, proclamation no. 33/1 992 is the most 

important legal instruments2
. This proclamation, among others, specified the basis for 

revenue sharing, expenditure and revenue assignment subsidy (grant) and borrowing3 

After few weeks following the collapse of the derg regime, various political forces agreed 

on to form a transitional government of Ethiopia (TGE) 4. The transitional government 

facilitated the formation of current form of government. 

The next section di scuses the features of the TGE fiscal policies. 

3.1. Fiscal Decentralization under the Transitional Government of 

Ethiopia (TGE). 

[n July 1991, by the effort ofEPRDF, a national conference was made5 and the signing of 

the Transitional Charter by representatives of 31 political movement's made6 At the 

same time the council of TGE was formed. The council was constituted 87 

representative, member7 [n the council EPRDF has a dominated 32 seats, the Oromo 

Liberation Fronts (OLF) has 12 seat, until it with draw from the government in June 

19928 

The TGE was stay in power from July 1991-August 19959 But the charter declared it 

will not last more than two and half years lO In the mean time the council was charged 

with constituting a commission to draw up a draft constitution II. The TGE, in order to 

decentrali ze administrative as well as fi scal powers, formed fourteen regions and defined 

the autonomy of the central , regional and local levels of government 12 As a result, it is 

said that, the establishment ofTGE is the marked departure from centralized fiscal policy 

to decentralized one l3 
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3.1.1 Economic Policies ofTGE 

It is important to di scus the economic policies of the TGE at least for two reasons. (I ) 

The rad ica l change from command economy to market economy needs a brief 

explanation and, (2) economic pol icies dictate fi scal policy of a country. So, by looking 

in to the economic policies of the TGE, one can understand fi scal policy of TGE. 

According to Ayele the economic policies of the TGE were; 14 

a. " To replace the command economy with the market economy 

b. To enhance popular participation in economic activities and dec ision- making 

processes by ensuring control over resources by regional authorities. 

c. To perform structural adjustment of the economy 

d. To put the most emphasis on the agricul tural sector and 

e. To increase and diversify export." 

Further, Ayele said the main obj ectives of the economic development program were 

to build a market economy in which (I ) the Ethiopian people are beneficiaries (2) 

dependence on food aid is eliminated and (3) rapid economic growth l
'. 

The TGE in the first place busy in transforming of the command economy to a market 

oriented one. Structural reform has been al so undertaken. These were; 16 

" . Government structure was decentralized and power was moved to regional 

states. 

• For achievement of fi scal balance a number of tax reforms and other 

government revenue enhancement measures were taken, 

• Prices were partiall y deregulated, 

• The role of the government in economic activities was limited, 

• Public enterpri ses were granted autonomy and insti tutions like pri vatization 

agency and fo reign trade promotion agency were establi shed, 

• A new investment code was promulgated to provide incentives and 

improvement fo r investors, 
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• A new labor code where in retrenchments (layoff of workers when demand 

for goods and services fall) and redeployment of workers is allowed was 

introduced, 

• Automatic hiring of graduates from higher education institutions was 

terminated, 

• To transform the back ward and bureaucratic civil service reform has been 

under taken, 

• Capacity building and corruption campaign embarked on, 

• The financial institution reform provides fo r the private investors to 

commence banking and insurance business and compete with the state owned 

ones on commercial basis, 

• A new deposit and loan interest take structure was introduced, 

• Tight monetary policy was pursued to ensure consistency of growth rate of 

money supply with that of nominal GOP so that inflation could be checked 

and external balance maintained, 

• In the process of liberalization automatic granting of import licenses except 

for goods on negative list became effective, 

• The local currency (birr) was initially devalued from birr 2.07 to birr 5.00 per 

USO and then after foreign exchange auction was introduced to make the 

exchange rate market determined." 

3.1.2 Revenue Assignment 

According to Proclamation No. 3311992, the objective of revenue assignment based on 

tax base and revenue sharing has been stated. These were to ; 17 

" a) enable the central government and the regional governments to carry out 

their duties and responsibilities, 

b) help the regional governments develop their region on their own initiatives, 

c) narrow the gap in development and economic growth between regions, 

d) encourage activities that are of common interest to regions." 
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Under the TGE there were two important proclamations which enable the establishment 

of national self government (Proclamation no. 711992) and provided the functions of 

ministers and bureaus together with defining the functions assigned to the regions 

(Proclamation no. 4111992) 18 

3.1.3 Revenue sources ofTGE 

Under the TG E the revenue sources are class ified as central, regional and joint. 

Proclamation no 3311992 give power to regional states to levy duties and taxes. 19 

According to the proclamation, the tax rate that are reserved to joint use by the center and 

the regions are determine by the central government. 20 

The regIons may not have the power of determining tax rate even from sources 

exclusively left for them, because the proclamation proposed the tax system that have 

unified policy.21 That means it was the ministry of finance , which give a final decision 

on it. 

During the period, there were implementation problems22 These problems related to 

some specific provisions which assign some tax source to the region, for instance, 

• Profit tax 

• Personal in come tax and 

• Sales tax from enterprises owned by regions. 

The main implementation problems are attributed to (I) different capacity of regions to 

collect r~venue and (2) uneven distribution of public enterprise in the regions. 

The modality of determining the share of the center and the regions in joint revenue was 

not clear and as a result the regions have not benefited since they are under the control of 

central government23 

According to Befekadu, in thi s period the revenue generated by the regions was very 

weak and below the level required to fulfill the objectives fi scal independence24
. 

According to proclamation no. 33 11 992 the revenue power of the center and regions as 

follows. 25 , 
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Central 

The following are revenue of central government 

-Duties, taxes, and other charges levied on the importation and exportation of goods, 

-personal in come tax collected from employees of the central government, and 

international organizations, 

-profit tax , personal income tax and sales tax co llected from enterpri ses owned by the 

central government, 

-tax collected from national lotteries and other chance winning prizes. 

-tax collected on income from air, train and marine transport activities, 

-tax collected from rent of house and properti es owned by the central government, and 

-charges and fees on licenses and services issued, or rendered by the central 

government. 

Regional 

The following are revenue of the regional governments; 

-personal income tax collected from employees of the regional governments and 

employees other than those mentioned, 

-rural land use fees , 

-Agri cultural income tax co ll ected from farmers not incorporated in an 

Organization, 

-profit and sa les tax collected from individual traders, 

-tax on income from inland water transportation, 

- tax co llected from rent of house and properties owned by the regional 

governments, 

- profit tax , personal in come tax, sales tax collected from enterpri ses owned by 

the regional government, 

- income tax , royalty and rent of land collected from mining activ ities, and 

- charges and fees on licenses and services issued or rendered by the regional 

governments. 

1 



7J1I: Pro, IIl1d ( "011\ (~r il/com!;1 jOllfll C;r" 111 II IIfler (11 e FIll jO{Jia 11 Federal . 1 I'm IIgel1lelll\: 35 
" { 'ol1ll"U'ulivt' ,\'IU(() I 

Shared 

The following are shared revenues between the center and the regions; 

-profit tax, personal income tax and sales tax collected from enterprises jointly owned by 

the central government and regional governments, 

-profit tax , dividend tax and sales tax co llected from organizations that carry out business 

acti vi ties 

- profit tax, royalty and rent of land co llected from large scale mining, any petroleum 

and gas operations and 

- forest royalty 

One thing which can be noticed from the proclamation is that, the allocation of external 

assistance and grants were not specifi ed in it. In other wo rds, allocation of external loan 

and borrowings were not discllssed in proclamation no.33/1992. 

When we see the revenue shares of the center and regions, in 1993/94 budget year, the 

regions share were only 10 percent of the total revenue25 According to Eshetu (1994) 

study, 

-Agricultural income tax, 

-land use fee, 

-rental income tax, 

-stamp sales and duty 

-charges and fees, and 

- pension contribution were the most important source of revenue for regional 

Governments27
. 

Fo llowing the revenue classification of the two levels of governments, it is clear that ( I) 

major revenue sources are allocated to the center and (2) revenue source of the regional 

governments were less than their expenditure responsibi lities. 
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3.1.4. Expenditure Ass ignment 

Once we start to see the fi scal practice of the TGE, it is important to see its expenditure 

assignment at least in a brief way. 

According to Eshetu 's study on 1993/94 budget year, the di stribution of expenditure 

between the central and regional government have big gap28 The share of regional 

government were a little bit over to 37 percent while the share of the central 

government were the remaining 62 percent29 According to the study, order of 

expenditure share sector by sector follows as; 

social sector 77.6 percent, which was the highest share, 

Economic service 58.3 percent, 

Public order 65.8 percent, 

Defense 25.5 percent, which was the lowest, and 

Others 8.85 percent 

Regions had the highest expenditure share in the social sector (education 73.7 

percent and health 87 .8 percent) while the lowest in economic sector (trade, 

transport, industry, mining, energy) as a result these activities were covered by the 

central government 30. 

3.1.5. Fiscal Imbalances 

During the TGE, there were both vertical as well as hori zontal imbalances. 

It was di scussed in the previous section that the revenue share of the regions was 

small percent of the total revenue. So as a result , there was a striking degree of 

vertical imbalance during the period31
. 

In fact, beside the revenue gap, there were other factors which promote vertical 

imbalance32
. For example; 

-Limited administrative and technical capaci ty to raise revenue and 

-Lack of capacity to internalize public expenditure or their dependence on 
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transfers were some of them. 

Other than vertical imbalance, during the TOE there was regional (horizontal) fi scal 

imbalance (HFI) . These imbalances were created mainly as a result of having lesser 

ability to finance spending from own sources of revenue33 

3.1.6 Inter-Governmental Transfers and Borrowing 

According to Proclamation no. 3311 992, transfers and borrowing are the two instruments 

that deal with fi scal imbalances34
. According to the proc lamation the purpose of transfers 

IS; 

., to promote social services and economic 

development of the national regional governments. 

to accelerate the development of the neglected and 

forgot/en areas, to narrow down the gap in per capital 

income bel1veen regions, to support projects that 

help control negative externalities, to encourage foreign 

currency earning projects to the national interests. " (fGE 1992) 

The proclamation set procedures of getting grant from the central government when 

a region needs a transfer, it must submit its subsidy request to the Ministry of 

Finance and Ministry of Planning and Economic Development, and then the two 

ministries review it and allocate the grant35 Until 1994/95 there was no grant 

formula. In that case the allocation was more or less applied by the subjecti ve 

judgment of two ministries. 

Proclamation no.3311992 give power to the MoFED to control and facilitate the 

borrowing of money to the region based on the proposal submitted to it36 This process 

may affect regions needs since the ultimate decision is given by MoFED which advocates 

the position of the center. 
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3.1.7 End ofTGE 

The promulgation of the 1994 constitution of' Federal Democratic Republic of Ethiopia 

(FDRE)' considered as the end ofTGE. 

Even though the TGE encounters different kind of obstacles, shortage of sk illed man 

power and infrastructure, its structures are considered to be federal like 

structure37.TGE is criticized to adopt federal system with out passing transitory steps 

(decentralized unitary system)38 For this one writer said a ' radical formation of 

federali sm ,39 
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3.2 Revenue Transfer under the 1995 FDRE Constitution 

The existence of expressed constitutional provisions for the transfer of revenue from 

the center to regions may not guarantee to have an effective system, nor the absence of 

it avoid having good transfer system4o Factors like, political process, existence of 

independent institutions responsible for the transfer system and hi storical background 

of a country plays an important role for achieving effective transfer system 41. 

The 1995 constitution in relation to fi scal policy, does not specify the absolute or 

relative magnitude of grants given to states from the federal pool. 42 However, the 

constitution recognized intergovernmental transfer of revenue and plays a major rol e 

in determining the financial capacities of states 43 In other words the constitution has 

provision which deals about fi scal transfer, revenue sharing and allocation of grants. 

The constitution under al1icle 62 (7) said the states can get grant from the center 44 

and least advantaged in economic and social development nation, nationalities and 

people shall get special assi stance from the center. 45 Despite its ambiguity, article 95 

provides shared revenue between states and center46 According to article 62(7) of the 

constitution, regional states has a right to get grant or subsidy from the federal 

government. But the power of determining the grant is given to House of Federation 

(HOF). 47 

In principle , the theory of intergovernmental fi sca l transfer suggests, the importance 

of having constitutional or other legislation provisions as to how the revenue 

sources distributed among states and the center. 48 According to this principle, most 

federations like Germany, India and Nigeria, provided expressed provisions on the 

constitution for the allocation of conditional and unconditional grants and for revenue 

sharing. 49 However, as stated above having the expressed provision in the constitution 

or other legislation does not guarantee to have an effective transfer system. USA and 

Canada could be the best example that have no provision in the constitution but 

considered as best example in exercising conditional grants. However, having an 

explicit provision is more beneficial to the system of intergovernmental fi scal transfer. 
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[n Ethiopia, unlike many federations, it is the House of Federatio n ( HOF) the political 

organ which determine the amount of grant given to the states 50. In some Federation 

for example in Australia(Australian Grants commi ss ion) and in India (Indian Finance 

and plan commissions), the transfer system is worked thorough independent 

institution. 

According to article 94 (2) of the FORE const itution which says: -

" the federal government may grant to states emergency, 

rehabilitation and development assistance and loans, due 

care being taken that such assistance and loans do not 

hinder the proportionate development of states. The federal 

government shall have the power to audit and inspect the 

proper utilization of subsidies it grants to the states. ,,51 

The federal government can give conditional grants for the execution of matters 

with in states jurisdiction by putting specification and controlling it 5 2 

Solomon raises a very important question whether the federal government can 

provide conditional grants to the states in the areas where it calIDot enact laws? 53 

To address this question R. Watts and K.C Wheare have diverse opinion. According to 

K.C Wheare the federal government should not give conditional grant to the states by 

affecting the execution of state power. 54 His view is on a strictl y federal one by giving 

same weight to financial power and legislative power. 55 However, unlike Wheare 

view, R Watt 's believes, in order for a federation to operate effectively Varity of 

devices should be applied and these devises include overlaps and interdependence 

between the order of governments among which conditional grant could be an 

example. 56 So, R. Watt support transfers of conditional grants to the states as long as it 

helps the federation to operate effectively. 
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According to article 94(2) of the Ethiopian constitution, though it is not explicit and 
powerful as the Indian and Australian constitutions, it permits the allocation of 
conditional grants 57. The application of conditional grant is important for the execution 
of specific projects in national bases. However, the Ethiopian system does not recognize 
transfer of conditional grants, despite article 94(2). 
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3.3 Fiscal Imbalances 

As we said in chapter two, the main challenges of fi sca l federalism are fiscal imbalances. 

Because major revenue sources allocated to the federal government, vertical imbalance 

created and the difference between regional states in their revenue rising capacity there 

exists horizontal fisca l imbalances. 

The theory of fiscal federalism presumes an effective fi scal practice58 However, in 

practice many federations fa il to balance fisca l expenditure and revenue raising power of 

regional states. When we see Ethiopian fiscal decentralization, it encounters both vertical 

as well as horizontal fiscal imbalances. Because the constitution does not create a balance 

between expenditure responsibilities and revenue sources at the state level , and more 

over, most lucrative revenue sources are allocated to the federal government, there exists 

a high degree of vertical imbalances. As a result regional states are highly dependant on 

transfers coming from the federal government 59 On the other hand, the country 

experiences a significant degree of horizontal imbalance. This imbalance resulted 

because of high degree of regional variation in terms of both the level and mix of revenue 

raising capacities, heterogeneity of demographic and socio-economic factors60 

To get a clear picture of both vertical and horizontal imbalance in Ethiopian fiscal 

decentralization, Lets see each separatel y. 

3.3.1 Vertical Fiscal Imbalance 

[n Ethiopia there is a large and growing verti cal fiscal imbalance which is attributed to 

many factors, 61 

~ Major revenue sources are allocated to the federal government, 

~ The revenue assignment of the state governments is concentrated in direct tax 

revenue which does not show any growth, 

~ Lack of capacity to administer tax , etc ... 

The vertical fiscal imbalance is widening from time to time. It was 14.7 percent in 

1993/94 and 28.5 percent in 1995/96 fi scal year. 62 And it is likely to persist in the 

foreseeable future. The percentage indicates that, within two fi sca l years the vertical 

imbalance between the center and the regions doubled. These shows that the revenue of 
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the regions be come smaller and smaller and the federal government dominate the total 

revenue. 

Ethiopia : Expend itures and Revenue of the Federa l and state Government ( in percent & Total) I 

Table: 1 

1993/94 1994/95 1995/96 

Preliminary Preliminary Actual 2 Budget 

Actual 2 

Federal government expenditure 

share 68.5 60. 1 55.4 

Revenue share 83.2 853 83.9 

Difference ) 14.7 25.2 28.5 

State governments 

Expenditures share 3 1.5 39.9 44.6 

Revenue share 16.8 14.7 16 .1 

Di fference 2 -14.7 -25.2 -28.5 
.. 

Source: Mmlstry of Fmance (MoFED) 

I . The tlsca l year runs from July 8 to July 7 
2. Excludes in-kind grants and project grants, data on which will become avai lable after fi scal 

accounts are closed 
3" The difference is between revenue and expenditure 

On the other hand, the revenue raising power of the regional governments is very 

minimal. This is mainly because, taxes collected from profits, residual surp lus and 

indirect taxes from federal government enterprises as well as important taxes which 

constitute the principal share of macro revenue are constitutionally given to the federal 

government 63 As a result states heavily depend on federal transfer to fulfill their 

expenditure needs. 64 To illustrate, in the 2006 fiscal year regional governments average 

revenue collected from the total tax and non - tax base was only 9.7 percent. 
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Federal and Regional Governments Domestic Revenue collection, on 2006/2007 fiscal 
year. 

Table: 2 

Government Domestic revenue % Share 

Federal Government 15,133 .0 90.3 

Regional Government 1,620.6 9.7 

Total 16,753.6 100.00 

Source. MOFED Quarterly Rep0l1s and FU 2007/08 budget Proposal. June, 2007 

To show the existence of vertical imbalance, looking expenditure of the federal and 

regional government is enough. In 2006/2007 fiscal year, the expenditure share of the 

regional government was only 28.0 percent and the share of the federal government IS 

very significant 65 This can be justified, because the federal government IS 

responsible for basic expenditures like, defense , internal and external debt payments 

and special purpose grants. 66 

2006/2009 Federal Government Budget Table: 3 

Expenditure Amount % share 

Recurrent Expenditure 9.5 26.8 

Capital Expenditure 16.0 45.2 

Budget Grant to regions 9.9 28.0 

Total 35.4 100.0 

Source: MOFED 2006/2007 Budget. 

According to table 3, vertical imbalance shows how much the federal government 

controls the regional goverrunents. 67 To some extent vertical imbalance is justified when 

there is a high degree of inter-regional inequality. In this case the federal government can 

hold some resources to promote equality among the regional government
68 
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To compute vertical imbalances, 

VI =ERls / R } / 

Where VI = vertical imbalance measure, 

Rs = Regions revenue 

R = national (federal plus regional state) revenue, 

Es = regions expenditures, 

E = total expenditures (federal plus regional) 

When using the above formula, the value close to zero indicates that regional 

governments are more autonomous in their revenue and expenditure69 on the contrary, 

if the value close to one, indicates that the federal government contro l over the 

regional governments revenue70 

By using such standard, as shown, in table 4, vertical imbalance in Ethiopia is larger 71. 

Averagely the regions are responsib le 35 percent but raise only 20 percent. 

Trends of vertical Imbalances in Ethiopia, 1993/94-200 I /02 FY Table: 4 

Share of regional government (%) Measure vertical 

In total national In total national Imbalan~" 

revenue expenditure 

1993/94 17.7 33.87 0.48 

1994/95 15.0 36.21 0.59 

1995/96 16.2 40.16 0.60 

1996/97 17.3 41.45 0.58 

1997/98 19.0 40.74 0.53 

1998/99 16.1 31.25 0.48 

1999/00 18.1 2.14 0.25 

2000/01 17.4 31.72 0.45 

2001 /02 18.9 31.31 0.40 

Average 17.3 34. 1 0.47 

Source: MoFED and World Bank ( 1998) 
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In the 1999/2000 fisca l year a very large drop in the share of regional governments 

expenditure is due to the fact that Ethiopia was at war with Eritrea 72 

As it is discussed above, vertical fi scal imbalances have existed in Ethiopian fi scal 

federalism and its widen ing from one fi scal year to the other. So, in order to have an 

effective system it needs intergovernmental fi scal mechanism which minimize the gap 

between federal and reg ional gove rnments. 

Horizontal Fiscal Imbalance 

Like many other federations , horizontal fiscal imbalance is one of the features of 

Ethiopian fiscal federalism. As stated in the previous chapter, the fact that the 

significance difference in revenue rmslng power between regional states and 

variation in socio-demographic, providing services and others are the main reasons fo r 

having hori zontal fiscal imbalanceD 

Natural resource is the other cause for hori zontal imbalance in Ethiopia. For instance, 

Oromia and SNNPR regions have better natural resources than Afar and Somali regions. 

As a result the flow of investment and skilled man power prefer the region with better 

natural resources. These can create different level of development in between the regional 

states. 

To witness the ex istence of hori zontal fiscal imbalance In Ethiopia, as shown in 

tables: 5, in 2006 fi scal years, by comparing expenditure financed by regions own 

revenue, there are sign ificant difference among regions. 
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Regional Governments Expenditure Financed from own revenue 2006 F Y 

Table: 5 

Region Total Exp. Own Revenue % share of (2) 

I 2 3 

Tigray 695.7 194.9 28.0 

Afar 332.0 38.0 IIA 

Amhara 1899.7 380.3 20.0 

Oromia 2958.3 624.3 21.1 

Somali 506.2 31.0 6.1 

B.S Gumuz 229.0 22.1 9.7 

SNNPR 1626A 262.8 16.2 

Gambela 156.2 12A 7.9 

Harar 119.0 20.5 17.2 

Dire Dawa 153.9 34.3 22.3 

Totoal/Average 8676.4 1620.6 18.7 

Source: MoFED 

Averagely regional governments cover 19.0 percent of their expenditure respectively 

from thei r own soruces74 According to tab le 5, Gambela, B,S Gumuze and Somali 

Covered 79, 9.7 and 6. 1 percent respectively. On the other side Tigray and Dire Dawa 

covered 28.0 and 22.3 percent of their expenditure from own source. Difference per 

capita of regional governments in raising revenue are the reason for thi s hori zontal 

imbalance.7s 

When we summarized the above points, the ex istence of horizontal fiscal imbalance in 

the Ethiopian fi scal system is certain. In order to achieve an effective system thi s 

imbalance should be addressed through intergovernmental fiscal transfer . 
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3.4. Transfer 

The federal government budget transfer is the major inter governmental fiscal 

instruments which are used to close down the fiscal gap. Since the 1992/93 fiscal year up 

to now, the federal government, in order to address fiscal imbalances, allocate substantial 

amount of budget to the regional governments. By looking in to three fiscal years 

(2004/05, 2005/06 and 2006/07) federal government transfers to the regions, one can 

understand the impOltance of transfer under the Ethiopian intergovernmental fi scal 

system. 

3.4.1 Intergovernmental fiscal Transfer 

It was discussed in chapter two, that fiscal imbalances are certain to anse 111 a 

federation76 In order to minimize the imbalances and create an effective system, there 

must be an effective intergovernmental fisca l instruments. 77 

In Ethiopia, in order to address both veltical and horizontal fi scal imbalance, 

intergovernmental fi scal transfers are implemented. Proclamation no 3311992 indicated 

the two main types of fiscal instruments (transfers and borrowings) as a means of 

combating fiscal imbalance. 78 But the proclamation failed to show how and by whom the 

federa l grant (subsidy) allocated to the regional states79 As a result. During 1992/93 and 

1993/94 fiscal years, the transfer was allocated in an ad hoc system without involving 

a given formula8o Because of that, it was criticized for opening gap for subjectivity and 

absences of appeal against the rejected grant request81 

Formula based transfer system introduced during 1994/95 fiscal year, which is two 

years after the promulgation of proclamation no 33/992 82 However, the formula has 

been experienced a number of changes. The features of grant formula starting from 

proclamation no 3311992 until the new (2007) federal budget grant distribution formula 

wi ll be discussed in section 3.5. 
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Table: 6 Federal Government Recurrent Expenditure in Million birr 

2004/05 FY 2005/06 FY) 2006/07 FY 

Federal Government Regional 5497.2 7072(52.3%) 9365(57. 1 %) 

budget transfer 

Federal Government Total 11803.6 13532.5 1640 1 

Expenditure 

Source. MoFED (2007, 2006, 2005) 

According to table 6, during the 2005/06 fi scal year from the total government 

expenditure which was 13532.5 million birr, 7071.4million was transferred to regions as 

grant or subsidy. The transferred constituent, 52.3 percent of the total actual government 

expenditure. In comparing to the 2004/05 fi scal budget it increases the amount of 

transferred by 1574.2 million birr i.e. 28.6 percent fro m the 2004/05 fi scal year. 

During 2006/07 fi scal year the total government expenditure was 1640 1 million birr 

from the total budget 9365 million birr which is 57. 1 percent , transferred to the regions 

as a budget support. Comparing to the previous (2005 /06) fi scal year, it has shown 2294 

million birr increase which is 32.4 percent. 

Considering the three fisca l years (2004/05,2005/06 and 2006107, it is easy to see how 

federal transfer is important to the regions in financing their expenditure 

responsibilities. On the other hand the amount of transfer increased together with the 

increase in total government expenditure . Even if the majority of government revenues 

are transferred to regions as a means of address ing fiscal imbalances, the Ethiopian 

system of inter governmental fiscal transfer has been criticized for two reasons. 83 

The first one is, lack of transparency in determining the grant despite the domestic 

revenues ( tax and non-tax), the fo reign assistance is not included in the calculation of 

transfer. 84 Second, the formula used for the trans fer system encountered a number of 

frequent changes starting from 1994/95 8 5 
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3.4.2 Borrowing 

The other intergovernmental fi scal instrument which the Ethiopian system apply to 

address fiscal imbalance is borrowing8 6 Regional government can borrow only from the 

domestic sources. Foreign borrowing is prohibited87 

According to proclamation no 3311 992, article 10, In order to borrow from the domestic 

sources, regions should submit the loan amount and other impo11ant justification to the 

Ministry of Finance and Economic development. 88 

To demonstrate thi s, Derrese said; 

"In short, Ethiopia has administrative controls on 

domestic borrowing by regions while external 

borrowing is striclly forbidden. " 89 

As di scussed in section 3.1.6. Federal transfer and borrowing are the two instruments to 

address fiscal imbalances. However, in relating to borrowing, both the 1992 proclamation 

and the constitution did not clearly state who the borrower is. But in practice the national 

Bank of Ethiopia considered as the borrower. 90 
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3.5 Grant Formula 

As discussed in the previous section, intergovernmental fiscal instruments are essential 

in addressing fiscal imbalances. To allocate different kinds of grant, there should be a 

common formula which a grant system operates. Depending on factors like, history and 

political program or priority, difference countries adopt different formulas based on some 

needs. 

As di scussed in chapter two Germany and UK based their formula based on both fi scal 

capacities and expenditure needs. The Canada grant formula based only on fiscal 

capacities, it does not see the expenditure needs of the regions. Unlike the Gennan, UK 

and Canada, India grant formula is based on multiple indicators which are attributed to 

hi storical events and political factors. Though the formula based on different needs and 

factors, it is mandatory to have a formu la. 

When we come to the Ethiopian grant system, stm1ing from its introduction in 1992/93 

FY (for not having definite criteria to allocate the grant) and encountering frequent 

changes it has subjected to criticism. 

In this section focus is made how the Ethiopia grant formula developed by look ing 

proclamation no 3311992, the new (2007) federa l budget grant distribution formula and 

its predecessor grant formula. 

3.5.1 Proclamations no. 33/1992 

The proclamation says, revenue transfer is one of intergovernmental fiscal 

instruments especially in addressing vertical imbalances·91 The procedure of revenue 

transfer was also included in the proclamation. To get transfer from the center, the 

regional government expected to submit a proposal to both ministry of finance and 

ministry of planning and economic development.92 

The grant was allocated in an ad hoc basis. Meaning, there were no common criteria 

applied to all submitted proposals9 3 The grant finally allocated by the evaluation of the 
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two ministries. According to the proclamation there was no appeal , if the proposal 

rejected by the evaluation of the two ministers94 During 1992/93 and 1993/94 fiscal 

year, the transfer process was adopted in this fashion. 

As discussed in section 3.4, proclamation no 3311992's procedure for transfer has been 

criticized for not having appeal for the decisions of the proposed proposal by the two 

ministries and subjective criteria of the grant given. 95 

3.5.2 The Previous Grant Distribution Formula 

Starting from the 1994/95 fiscal year, grants have been allocated based on common 

formula96 This formula has been subject for many changes through out the last thirteen 

years. The formula has been based on different variable which most of them were 

b·· 97 su ~eclIve one. 

The variable used were.98 

• Size of population , 

• Differences in levels of development 

• Revenue collection effort and 

• Sectoral performance 
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Variables of the Previous Budget Grant Distribution Formula. 

Table: 7 

Year Variable Weight in percent 

1995 - size of population 30 

- I-distance ( index of development) 25 

- Regional revenue collection 20 

- Capital budget allocation for EFY 1994 15 

- Area 

10 

1997 - size of population 33.3 

- level of development 33.3 

- ratio of regional revenue collection to 33.3 

budget 

1998 - size of population 60 

- level of development 15 

- ratio of regional revenue collection to 15 

budget 

- area 10 

2000 - size of population 55 

- level of poverty 10 

- level of development 20 

- revenue collection effort and sector 15 

performance 

2004-2007 - size of popUlation 65 

- Level of development 25 

- Revenue collection effort 10 

Source: MoFED, and Management Department , February, 2006 Cited fTom the new budget grant 
distribution formula, 
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As illustrated in table 7, the weight of variables was changed in different fi scal years. For 

instance, size of population took different weight in all fiscal years 30 percent in 1995, 

33.3 in 1997, 60 percent in 1998, 55 percent in 2000 and 65 in the years 2004 - 2007. 

3.5.2.1 Short comings of the Previous Formula 

The following points are considered the major limitations of the previous formula99 

~ "subjectivity of the variables and weight given to the variables in determining 

regional expenditure needs, 

~ Absence of considering recurrent expenditure needs by focusing only on 

capital expenditure and 

~ Absence of analyses potential revenue rai sing power of the regIOn which 

resulted in impossibility to know the difference between actual and potential 

revenue raising capacity of the regions. " 

3.5.3 The New Federal Budget Grant Distributions Formula 

Basically the introduction of 'The New Federal Budget Grant Distribution Formula' 

needs, in order to address the short comings of the previous formula. 100 It was the House 

of federation ( HOF), with understanding the short comings of the previous formula, 

who decided the need for a new formula. 101 

The new formula follows the Australian experience, which is based on revenue capacity 

and expenditure needs of regions. 102 With the support of Australian consultant and 

East AFRI-TAC( IMF) including MoFED, the new formula prepared in 2004 103 

3.5.3.1 Principles of the New Formula 

There are three principles which guide the new formula. One, equality to get public 

servIce; 

"Every Ethiopian leaving in any part o{the country is entitled by and 

large, to similar range and level of public services. ,,/04 

Two, independence of budget transfers 

"The annual budget grant distributed to regions is independent of the 

their lax effort or expenditure level, i.e., it is effort nutral . .. /05 
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Third, entitlement of budgetary support 

" Regions that are forced to spend more than the standard 

regional expenditures are entitled to budgetmy support to 

finance the gap. ,,/06 

In the new formula, if incase a region co llect higher revenue, it wi ll not get 

incentive or its budget transfer wi ll not be reduced 107 similarly, if a region get 

additional revenue to finance additional expenditure, its grant will not be 

reduced or affected. l08 

3.5.3.2 Characteristic of the New Grant Distribution Formula 

Before di scuss ing the variables of the new fo rmula, it is important to look over 

the characteristics of it. 

The following seven conditions are considered as characteristics of the 

new form ula, 

» "Facilitating similar standard of public services through out the 

regions by creating comparable financial capacity among the 
. 109 regions. 

» The formula used objecti ve standards such as actual or potential 

revenues and expenditure data rather that subjective standards 110 

» The new formula assess revenue base of regions and equalizes 
. . b . III revenues generatmg capacity etween regIOns· 

» It enables regions to exerci se their constitutional granted expenditure 

assignment. Because it assesses recurrent and capital expenditure 

needs of the regions not subjective weighted vari ables. 11 2 

» It reveals sectarian expenditure of each region. l ll 

» Accommodates future events, its simplicity and transparency are 

considered as characteristics of the new formula. " 114 
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3.5.3.3 Variable used in the new (2007) Formula 

Under the new fo rmula four vari ables used to determine the expenditure needs of a 

region. These are, 115. 

A. Populations, 

B. differences in relative revenue ral sll1g capacity, 

C. differences in relative expenditure needs, and 

D. performance incentives 

The following is the formula. 116 

Gi Pi( APCG + ADFI + ADFz + .. ....... ADFn) 

Where:-

Gj :- is the budget grant to each region 

Pi: - is the population of each region 

APCG: - stands for "Average per capita Grant" 

ADF: - stands for "Assessed Difference factor" 

Remark: The New Grant Distribution Formula recently under takes reform. As a result, 

vari ables of the formula may be changed. Since the reform is not completed and the 

House did not endorse it, it has no use to discus the whole reform. But unlike the existing 

formula rather than using the actual revenue, the reform would like to use potential 

revenue and expenditure capacity of regions in determining unconditional grants** 

3.5.3.4 Type of Transfers 

The constitution recognized transfer of revenue from the federa l to regional states. 

These transfers may took either conditional or unconditional form Article 94 (2) of the 

consti tution which said, 

" ........ .. The federal government shall have the power to audit 

and inspect the proper utilization of subsidies it grants to the 

states .... 1/ 7 

According to the above arti cle, the constitution opens the door to argue that it permits 

application of conditional grants. However, Derrese argues that, the Ethiopian 
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intergovernmental transfer system always applies unconditional grant. 118 According to 

Solomon, in Ethiopia, there are specific grants that are not included in intergovernmental 

fiscal relations 11 9 For example :- Road fund and water fund are given to regions with 

some conditions with matching requirements. These can show even if it 's not 

recognized expressly, impliedly the application of conditional grant is experienced. 

As discussed in chapter two, the app lication of conditional grant, for limited purposes, is 

important. From American experience we can learn that for acquiring equal public 

infrastructure and equi table development, the application of conditional grant in some 

sectors like education, health and road etc ... are important. 

Conclusion 

In this chapter the Ethiopian fi scal system starting from the transitional government up to 

now discussed. It started from the TOE because, the period witnessed the beginning of 

fiscal decentralization. During the TOE (I) the economic policy of the country changed 

from command economy to market one, (2) revenue and expenditure responsibilities 

where decentralized. However, the radical transtormation of federal structure wi th out 

passing a transitional unitary decentralized system, considered as the limitation of the 

period. 

The federal constitution gives the revenue power and expenditure responsibility of 

regional states. But, the revenue power and expenditure responsibi lity of regional 

governments are not proportional. Most of major revenues are allocated to the federal 

government. As a result, there ex ist vertical fiscal imbalances which increased almost in 

each fi scal year. Uneven distribution of natural resources and public enterprises between 

regional governments also caused horizontal fiscal imbalances. 

Federal transfer and borrowing are the two major intergovernmental fi scal instruments 

which address fiscal imbalances. The constitution or any other law does not expressly 

provide the type of transfer (conditional or unconditional) which should be applied. But, 
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in practice the transfer is unconditional grant. However, by virtue of arti cle 94(2), it is 

possible to apply conditional transfer which is more important to execute projects which 

aim to produce a national standard. 

Starting from the 1994/95 fi scal year, the federal transfer was based on a grant formula. 

Before that the transfer was made by the subjecti ve standards. The grant system is highl y 

criticized for its frequent changes. The variab les used vary from one fi scal year to the 

other. On the other hand, borrowing fro m the fore ign source is prohibited and the national 

borrower is not mentioned but in practices the national bank borrows to the regions. 
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Chapter Four 

The Pros and Cons of Unconditional Grant under the Ethiopian Federal 

Arrangements 

Introduction 

We have seen that fi scal imbalances are common feature in a federation. To address both 

vertical and hori zontal imbalances, the application of intergovernmental fi sca l 

instruments is important. It is said that one of the intergovernmental fi scal instrument is 

transfer of unconditional grant. Since the nature and characteristics of unconditional grant 

di scussed in chapter two, the purpose of thi s chapter is to show how uncond itional grant 

exerci sed in the Ethiopian federal arrangements. For thi s purpose there are two sections. 

The fi rst one, di scuses about the benefits of applying unconditional grant. And the second 

one, discuses about the disadvantages of applying unconditional grants in Ethiopian 

federal structure. 

4.1 The pros (advantages) of Unconditional Grant under the Ethiopian 

Federal Arrangements 

In Ethiopia the application of unconditional grant has its own advantages. It was 

discussed in chapter two that the federal government does not put any restrictions to the 

funds given to the states . As a result, it enables states to expend the funds in accordance 

with their priorities. For example, as illustrated in table 5, in 1999 fi scal year fo r the 

health sector regional states uses different percent of the total transfer from the federal 

government. Afa r region 13.46 percent, Amhara region 2 1. 53 percent , Bnishangul Gmuz 

10.64 percent and Gambella 6. 88 percent uses the block grants for the health sector. 

These clearl y show how priori ties of regions vary in different regional states. Because of 

the absence of restri ction regions expend the fimd acco rding to their priori ties. As a 

result, it can be said that, the use of unconditional grant justifies the autonomy of regional 

states in se lf government and administering their own budgetl. 

The other advantage of unconditional grant in Ethiopian federal arrangement is its ro le in 

address ing most of regional expenditure responsibilit ies. The major revenue of regional 
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states to fu lfil their expenditure needs comes from the transfer of unconditional grant 

from the federal government. 

Regions annual expenditure by comparing with the federal and own source Table: 1 

Region Federal transfer Own Revenue 
Tiqray 84.2% 15.8% 
Afar 88.1% 11 .9% 

Amhara 81 .0% 19.0% 
Oromiya 82.5% 17.5% 
Somale 

Benishanqul Gumuz 90.7% 9.7% 

SNNPR 84.2% 15.8% 

Gambella 92.1% 7.9% 

Harar 83.4% 16.6% 

Dere Dawa 73.5% 26.5% 
Five annual fi scal year average (1995- 1999 FY) Somale region no data 

Source: HOF (2000 EC) Impact Assessment made by the Secretariat (Unpublished) 

According to the consolidated four annual fiscal year (l996-l999FY) average 

expenditure of regions, unconditional grant covers 92 percent of the expenditure 

responsibilities of Gambella region and the 81 percent Amhara region. These two are the 

maximum and the minimum expenditure responsibilities covered by the transfer of 

unconditional grant. These show how unconditional grant is vital for the states as the 

major revenue source to address their expenditure needs. 

Therefore, in Ethiopia, unconditional grant is important (1) to reflect the autonomy of 

regional states and (2) used as the major revenue source to the regional states to cover 

their expenditure responsibilities. 
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4.2 The Constrains of Unconditional Grant under the Ethiopian Federal 

Arrangements 

The application of unconditional grant has some di sadvantages in the Ethiopian fi scal 

decentralization process. Among the major constraints of unconditional grant ; 

• Lack of skill ed man power, 

• Miss appropriate use of federal transfer by the regional authorities, and 

• Last but not least, different leve l of development in providing public service 

between regions. 

4.2.1 Lack of Skilled man power 

As discussed in chapter three, Ethiopia experienced a radical change from highly 

centralized to decentrali zed form of government. The transfer of unconditional grant 

needs more skill ed man power than conditional grant. In case of unconditional grant, 

each regional state needs adequate skilled man power which uses the transfer at optimum 

level to fulfil the priorities of the region. However, for a country like Ethiopia which does 

not have enough sk illed man power, the application of unconditional grant has some draw 

backs. For this Solomon argue that there should be a transition of decentralized unitary 

government before the direct application of decentrali zed federal form of governmentz. 

Analysing the underground facts, Solomon is right. Had it not been radically changed to 

decentrali sed federal structure, the problem of skilled man power would not be 

exaggerated thi s much. However, because there was no enough preparation, the 

immediate change to decentralization structure created high demand for skilled man 

power in all regional states. 

Unfortunately, at the beginning of TGE there was no adequate educated man power to 

execute the federal program. According to Ato Ashenafi Mamuye (Grant Expert at HOF), 

Even at present time, there is no enough sk illed man power which properl y utili ze the 

grant given in accordance with the region 's priorities at the regional level. Ato Ashenafi 

said when impact assessment made by the secretariats of HOF (2000EC), one of the 

--!I;V 
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challenges of the regions in utiliz ing the federal grant is lack of skilled man power which 

understand the region' s priorities and set the allocation to different sectors accordingly. 

Since unconditional grant is given wi th out any instruction and specifications from the 

centre, regional governments expected to have educated man power that produced 

optimum level of utility from federal grant. Accord ing to Ashenafi, in 200 I EC a group 

of experts from HOF visited all regions, and reported that, there is lack of skilled man 

power to execute the grant in accordance with the needs and priorities of regional states. 

Especiall y the four regions, (Afar, B.Gumuze, Somali and Gambella) experienced having 

shortage of sk illed man power. 

Therefore, lack of sk illed man power is one of the constraints of unconditional grant in 

Ethiopian intergovernmental fiscal transfer. 

4.2.2 Misappropriate Use of Federal Transfer 

Another disadvantage of unconditional grant 111 Ethiopian intergovernmental fiscal 

re lation is, miss appropriate use of public fund other than public use . The constitution 

gives expenditure power to federal and regional governments to spend the revenue for 

public use3 However, there is no mechanism to hold accountable the respective public 

officials, if in case they expend the fund other than public use. 

Nowadays, it is common to see that both federa l as well as regional officials use the 

fund to their own personal luxury life expenses. Having more than one house, car and , 

very expensive office furniture which has nothing to do with the public use. 

Since in unconditional grant, the federal government does not have a contro l over the 

transferred grant to the regions weather it spends in accordance with the publi c interest or 

not, I f in case one region spends its fund other than public use, there is no mechanism to 

hold accountable the official that made a decision to the expenditure. For instance, in 

every fiscal year regions buy large number of expensive four wheel drive cars in the 

name of different projects. Even if the federa l government wants to limits a number of 

cars bought in a fi scal year, the nature of unconditional grant does not allow it. 



The !}rO\ 1111(1 COI1\ (?f lncontlitiollill Grantulltler TIle 1:.ll1io{Ji(l1l " -etlaol Irrall,t.:l'lII l!lIh; 63 
If Comparative SItI(~V 

The other justification for misuse of public fund is allocation of budget for miscellaneous 

expenses. Miscellaneous expenses do not have clear meaning, but give flex ibility or 

windows to the authorities to spend the fund in accordance with their wish. 

For example, as shown in table two, unlike any other region, Gambella region allocate 

26.95 percent of its total budget for miscellanies expenses for 1996 fiscal year. However, 

in the same fiscal year the region allocate only 11.09 percent for education. In 1997 fiscal 

year the region allocate 27.8 percent for miscellanies expenses and 11 .5 percent for 

education. 

Gambell 's region four fiscal year (1996- 1999) Expenditure of Miscellanies and 
Ed' d" o/r I ~ ucatton expen Iture 111 0 Tab e: 2 
Fiscal Year Miscellanies expenditure 111 Education expenditure in % 

% 

1996 26.95% 11.09% 

1997 27.87% 11.57% 

1998 10.85% 10.16% 

1999 10.85% 6.88% 

Source: Computed from Impact Assessment made by the Secretaflats of HOF (2000 EC) Unpublished 

According to the figures, for the three fiscal year ( 1996, 1997 and, 1999) allocation 

miscellan ies expenses were almost double than the allocation of education. 

Therefore, since there is no control from the federal government, by allocating substantial 

amount of budget to miscellanies expenses, the regions may miss appropriate ly spend the 

fund other than public interest. 

4.2.3 Different level of development in Public Service 

The existence of different leve l of development in public service is one of the results of 

unconditiona l grant. As discussed in chapter three, in Ethiopian intergovermnental fiscal 

relation , the norm is unconditional grant. Accordingly, regional states allocate the grant 
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in accordance with their priorities. According to the priority, the allocation of revenue 

varies. At the end the level of development varies between regions. 

In Ethiopia, because regions allocate different proportion of revenue to the same sector, 

there ex ists asymmetric development in education, health and infrastructure e. t. c. 

absence of uniform national standard is the main reason for different level of 

development between regions. 

To show the ex istence of different levels of development between regions, four fiscal 

years (1996-1999) expenditure of regions computed. Due to their impol1ance, 

expenditure of agriculture and rural development, education, health and, rural rode 

construction are computed. 

1996- 1999 FY Regions Expenditures of Agricultural and Rural Development in % 

Table: 3 

Region 1996 FY 1997 FY 1998 FY 1999 FY 

Tigray 11 .62 11.30 12 .37 11.41 

Afar 10.91 9.07 13 .93 10.86 

Amhara 14.04 16 .26 14.49 11.62 

Oromiya 8.19 9.05 13 .50 10.99 

Somale 6.08 8.67 10.96 8.41 

Benishangul 7.96 6.76 10.18 8.70 

Gumuze 

SNNPR 17.3 1 18.48 13.71 13.26 

Gambella 3.84 4.46 13.68 8.75 

Harari 2.42 6.43 5.02 3.83 

Source: Computed fi'olll Impact Assessment made by the Secretariats of HOF (2000 EC) Unpubli shed 

As shown in table 3, comparing to others Gambella and Harari regions expend a small 

percentage of their revenue to agriculture and rural development. Harat'i expenditure of 
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2.42 percent is the least and Gambella ' s expenditure of 3.84 percent is the second least 

for 1996 FY. Relative ly these two regions allocate minimum percentage of their total 

revenue for agriculture and rural development. 

On the other hand, SNNPR, Amhara and, Tigray region expend maximum percentage of 

their revenue to agriculture and rural development. In 1996 FY SNNPR expend 17 .3 

percent of its revenue and Amhar region expend 14 percent of its revenue. In 1997 FY 

SNNPR and Amhara region expend 18.4 and 16 .2 percent of their revenue respectively, 

which is the two highest expenditure in four fiscal years. 

Therefore, the difference in expenditure of revenues for agriculture and rural 

development between regions attributed to different level of rural development among 

the regional states. 

1996- 1999 FY Regions Expenditures of Education in % 

Table: 4 

Region 1996 FY 1997 FY 1998 FY 

Tigray 35.49 36.24 39.24 

Afar 14.66 13.42 17.99 

Amhara 31.28 35.14 35 .03 

Oromiya 34.23 33.74 36.57 

Somali 17.93 18.78 19.53 

Benishangul 23.86 12.88 24.19 

Gumuze 

SNNPR 29.80 33.12 32 .38 

Gambella 5.55 7.74 23.1 1 

Harari 18.31 24.72 22.09 

1999 FY 

39.53 

17.98 

32.24 

36.42 

17.08 

31.04 

33.74 

24.44 

15.82 

Source : Computed from Impact Assessment made by the Secretariats of HOF (2000 EC) Unpubli shed 
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As shown In table 4, there IS no uniform expenditure for education through out the 

regions. 

Tigray, Oromiya and Amhara regions compering to other regions, expends the highest 

percentage of revenue to education. These regions expend more than 30 percent of there 

revenue for education. Tigray region expends 39.5 percent (which is the highest in the 

four FY) of its revenue for education in 1999 FY. 

On the other hand, Gambella, Afar and, Somale regions expend very low percentage of 

their revenue for education. Table 4 shows, Gambella expend only 5 percent of its 

transferred grant for education in 1996 FY. However, in the same fi scal year Tigray 

region expend 35 percent of its transferred grant for education, which is seven times what 

Gambella region expends. 

Therefore, different level or propol1ion of literacy and educated man power between 

regional states observed, because revenue allocated to education in different regions took 

asymmetric fashion. 

1996- 1999 FY Regions Expenditures of Health Sector in % 

Table: 5 

Region 1996 FY 1997 FY 1998 FY 

Tigray 15.31 13.78 14.62 

Afar 13.09 10.94 11.89 

Amhara 10.50 10.8 1 8.96 

Oromiya 10.28 8.26 8.28 

Somale 8.08 8.00 8.13 

Benishangul 9.16 5.55 10.55 

Gumuze 

SNNPR 8.22 10.09 10.64 

Gambella 11.09 11.57 10.16 

Harari 11.62 16.98 15 .31 

1999 FY 

12.70 

13.46 

8.37 

10.94 

2 1.07 

10.64 

9. 16 

6.88 

10.52 
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Source: Computed from Impact Assessment made by the Secretariats of HOF (2000 EC) Unpublished 

According to table 5, health sector shows relati ve ly approximate percentage of 

expenditure between regional states. Tigray region expends higher than all other regions. 

As shown in table 5; 15.3, 13.7, 14.6 and 12.7 percent in 1996, 1997, 1998 and, 1999 FY 

respectively. On the other hand Benishangul Gumuze region expends; 9. 1, 5.5, 10.5 and, 

10.6 percent of its revenue in 1996, 1997, 1998 and, 1999 FY respectively. By comparing 

expenditure of Tigray and Benishangul Gumuze regions, it is easy to understand the 

ex istence of di ffe rent level of health service between the two regions. 

Therefore, absence of uniform expenditure standards to hea lth sector results different 

level of public health service across the regions. 

1996- 1999 FY Regions Expenditures of Rural Rods in % 

Table: 6 

Region 1996 FY 1997 FY 1998 FY 

Tigray 0.59 0.41 0.58 

Afar 4.59 1.31 1.83 

Amhara 2.76 1.86 0.82 

Oromiya 0.43 0.51 0.44 

Somali 0.46 0.38 0.32 

Benishangul 15.97 3.63 18 .37 

Gumuze 

SNNPR 1.01 0.95 0.95 

Gambella 0.44 0.40 0.47 

Harari - - --- - -- - ---- -----

1999 FY 

0.53 

2.52 

1.32 

0.37 

0.21 

8. 33 

1.68 

0.46 

0.42 

Source: Computed from Impact Assessment made by the Secretariats of HOF (2000 EC) Unpubl ished 

As shown in table 6, unlike the previous three sectors (agriculture and rural development , 

Education and , Health), expenditure of rural roads is the most approximate expenditure in 

all regions. Benishambul Gumuze expends the highest especially in 1996 and 1998 FY, 
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15.9 and 18.3 percent respectively. However, despite its approximate expenditure 

between regions, the availabil ity of rural roads is varying from region to region, because 

there is no uni form standard at the national leve l. 

Conclusion 

In thi s chapter, the pros and cons of unconditional grant under the Ethiopian federal 

arrangement is discussed. Every theory and principle has its own advantage and 

disadvantage. Under the Ethiopian intergovernmental fi scal practice, the application of 

transferring unconditional or general purpose grant has its own merit and demerits. 

Unconditional grant has advantages to regIons (I) to exercIse constitutionally granted 

autonomy and self government, (2) to use the grant transferred to the region from the 

fede ral government in accordance with regions priorities and needs. 

However, the application of unconditional grant in the Ethiopian context has its own 

limitations. ( I) Lack of ski lled man power in the regional states especially in Afar, 

somali , Gambella and, Benishangul Gumuze regions. (2) Misappropriate use of public 

fund and absence of accountability and , (3) Different level of deve lopment in public 

services between regional states are among the limitations. 
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Chapter Five 
Conclusion and Recommendations 

It is important to recall the research questions which were asked in introduction part of 

the paper. These were; 

I Why does the Ethiopian Federal System adopt unconditional grant? 

2. What are the advantages of unconditional grant in the Ethiopian Federal 

arrangements? 

4. What are the disadvantages of unconditional grant in the Ethiopian federal 

arrangements? 

5. Why does the Ethiopian grant formula frequently changed many times? 

6. What consideration (priorities) has been given in the formulation of the new 

(2007) distribution grant formula? 

7. What were the challenges of the previous grant formula? 

8. What lesson should we learn from other federations in allocation of grant '! 

9. Do we have other means's to address fiscal imbalances other than unconditional 

grants? 

• Chapter three addresses why the Ethiopian federal system adopt the transfer of 

unconditional grant from the centre to the regions. Even if there is no expressed provision 

in the constitution or any other law as to whether the transfer is conditional or 

unconditional , in Ethiopia, the norm is transfer of unconditional grant. As discussed in 

chapter three, countries like Germany, India and, Nigeria have explicit constitutional 

provision for the application of both conditional as well as unconditional grants. On the 

other hand, USA and Canada does not have expressed constitutional provision but has an 

effective transfer of conditional grant. However, the ex istence of expressed provision is 

important to avoid vagueness and interpretation which may affect the interests of regions. 
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• Chapter four discussed the advantages and disadvantages of unconditional grant. As 

discussed in the chapter, application of unconditional grant is one of the features of self 

government which reflect the autonomy of regional states. Unconditional grant avoid any 

control from the centre, as a result , regional states expend the grant in accordance to their 

needs and priorities. On the other hand, unconditional grant is the major revenue of 

regional sates. Accord ing to art icle 62(7) of the constitution, regional states have right to 

get grant from the federa l government. As a result, most of regions expenditure is 

addressed from the transferred federal grant. Chapter four discussed the disadvantages of 

unconditional grant under the Ethiopian fiscal system. The major disadvantages are three; 

(!) lack of ski lled man power. Unconditional grant needs more professionals than 

conditional one. This is because, unlike conditional grant, the priorities and the 

specifications are made in all regions. That means it needs more skilled man power, 

which is not easily available in a country like Ethiopia. Therefore, the application of 

unconditional grant has a disadvantageous effect to the Ethiopian fi scal system. 

(2) Misappropriate use of federa l transfer. This could be resulted from the lack of skilled 

man power. However, the main discuss ion under chapter four is, there is no mechanism 

to hold responsible public officers, if in case they spend the money other than public 

interest. (3) Different level of development in public services between regional states . 

Since, expending the federal transfer in region's best interest are one merits of 

unconditional grant, (as shown under tables 3, 4, Sand, 6) based on different weights 

given to different sectors (education, health and rural rods) caused different level of 

public service and deve lopment between regional states. In UK and India, as discussed in 

chapter two, in order to addresses sl ipover effects and produce similar level of 

development in education and social welfare, same national standards applied through 

conditional grant. In Ethiopia, the absence of national standards for education, health and, 

road caused different proportion of development in the provision of public service across 

the regions. 

• Chapter three di scussed that, Ethiopian grant system criti cized for; ( I) not having 

definite criteria for a llocating the grant and , (2) encountering frequent changes. As shown 

in table 7 of chapter three, the variables used to determine the grant varies almost in each 
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fiscal years. In additions to subjectivity of variab les used, absence of considering 

recurrent expenditure and absence to analyse potential revenue of regions considered as 

the short comings of the previous grant formula . 

• The priority of the new 2007 grant formula was based on the Australian experience 

which is based on revenue capacity and expenditure needs of the regions . The new 

formula wants to apply objective standards such as actual or potentia l revenues, instead 

of subjective standards. However, the new 2007 grant di stribution formula currently 

under takes reforms and unlike the 2007 grant formu la, the wou ld be grant formu la 

expected to use potential revenue and expendi ture capacity as the base of determining 

unconditional grant. 

• By discussing different countries intergovernmental fi scal achievements under chapter 

two, some lesson can be taken. (I) Having independent non- political grant commission, 

like Grant commission of Austral ia and planning commission of Ind ia, and (2) giving 

specific or conditional grants to meet same leve l of development in some sectors' like; 

education health and road, are some of the lesson which could be taken from the 

discuss ion. 
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5.2 Recommendations 

In the Ethiopian fiscal decentralization process, In order to address both vertical as well 

as hori zontal fiscal imbalances and to have an effective intergovernmental fi scal relation; 

I submit the following recommendations as a possible means of achieving effective fi scal 

system. 

I . App lication of conditional grant. According to article 94(2) of the constitution, 

the federal government can give conditional grant to the regions by contro lling the 

execution of projects. In order to bring the same level of development in some 

sectors, especiall y in education, health and infrastructures like rods, there should 

be national standards which resulted similar level of public service across the 

regions. Due to the nature of conditional grant if it applied, the central 

government can control and supervise the execution of the programme in regions 

level. As a result, similar level of development in terms of public service archived 

across the regions. 

2. Promulgation of law which makes public officials accountable for the expenditure 

made other than public interest. Since head of regional governments are 

politically appointed and due to the nature of unconditional grant, regions are 

autonomous and uncontrollable by the centre and absence of legal remedies 

against the decision of these officials needs to be addressed by law. 

3. Introduction of Grant Commission. As lesson taken from other countries, the 

Ethiopian grant system needs independent and non political institution which is 

equipped with skilled experts. Almost all regional governments (according to Ato 

Ashenafi) support the idea of having independent grant commission. One of The 

main reasons of frequent changes in the grant formula is attributed to absence of 

experts at HOF. On the other hand, because the house is engulfed in other 

activities such as interpretation of the constitution, which needs serious processes, 

adequate attention has not been given for allocation of grant. Therefore, like India 

and Australia, the Ethiopian grant system should introduce grant commission 

which is entire ly focused on the transfer of grants and borrowings. 
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4, There should be an expressed provIsion In the constitution or any other law 

concerning the type of federal transfer which the fi scal policy based, Having 

expressed provision avo ids confusion and gives clear indication as to the nature of 

transfer. 

5, The grant system should give incenti ves for those regional states which increased 

their revenue from their own source, By rewarding states which raise their own 

revenue from own source, it is poss ible to minimize the regions dependency on 

the federal transferred grant. 

6, Revenue source of the regional states should be balances with their expenditure 

responsibilities, Therefore, in order to minimize vertica l fiscal imbalance, 

additional source of revenue should be allocated from the centre to the regions, 

7, There should be restrictions on regional states in allocation of miscellaneous 

expenses and the meaning and scope of it should be express ly given to all regional 

states, 

--
}, , 

" , " 

• 

" , . 
4 .' 
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I\. '}. '1-..... 11 90.7% 9.7% 
'(IHI 84.2% 15.8% 

?!"'M 92.1% 7.9% 
'11.(, 83.4% 16.6% 

Y:&. .1\'1' 73.5% 26.5% 
ri'{)If1.1:lJI. r h!"'i1r hoor h"7"J!. ~lJI. h 1995-1999 ( 't.!"') 
rfl"7l1. hAA ool.JllJI. MAi'7"'i hAi'''''''!", 

1 ~--------

0.9 +--------

0.8 • hhAt'I- 7n. 

0.7 

0.6 

0.5 

0.4 

0.3 

0.2 
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'H" 

1996 

1997 

. 

1998 

1999 

1·d /t-.e ' (j,h,t-Cf hAI\Cf UD'}"/{} 1' 
qov lfl. 6l>1. fj )l..}'lei'try. )\ 'IA "Jl\":,' 

1 2 3 
"I'OC<;<; OJ. '/ 
1mC A "'1.). 

uoY.n~ 51189790 9334493 
'l1:;l-A 2763209 1 15625935 
Y.:9"C 7882188 1 24960428 
hll1+~1\ 11.62% 3.68% 
.('.·Cl'i 
ooY.ot1 64 123846 628 1643 

'n:;h~\ 13 159824 88232 10 
.f.·9"C 77283670 15104853 
hll1'1>l\l\ 11.30% 2.21% 
. f.·c7i 
ooY.OC1 89332244 11201:'76 
' ,'[;l'A 18216647 24650026 
.('.·9"C 10754889 1 3585 1802 

hm"'~1\ 12J7% 4.12-/0 
.e;C7i 
ao.v.n~ 95875397 16009454 
' ,'[;l 'A 182 16647 24650026 
.('.·9"C 11 4092044 40659480 
hm'l>~1\ 11.41% 4.07% 
J';cl'i 

OM " .t:- (5) It". :,: I\C fo/-ll'I" ''', 
Y"'1" .f:')<; t •. ~c1{ 

I\ t -<; h"-"'1 A"'/ ')-

4 
1mC 
(IOn.f.· 

3969574 

3969574 
0.59°1., 

2837672 

2837672 
0.410/ • 

5019674 

5019674 
0.580/. 

5259741 

5259741 
0.53% 

'}"I.('.- h:} .('.·f! ·"tS ·',&1'?" 

\'"7UOt-?~ h 1A "/ /1"·1' m'l>~~ (Jl(.l;l 

M·'·P,Y.C<; fbI\":)" ~,1A "III" ;" 

5 6 7 
1'\.1\" :yo ')'?"uC')' mS 

13152916 16272013 1 70035936 
38386237 77995 199 33823008 
51539153 2407 15330 103858944 

7.60% 35.49% 15.31% 

20800494 192753408 7735 11 61 
31750229 55085779 1692 1888 
52550723 247839187 94273049 

7.68% 36.240/. 13.78% 

13597473 26400362' 91512724 
178999 12 77259874 3561 1853 
31497385 341263495 127 124577 

3.620;0 39.24% 14.62% 

2135 1693 336967633 998 11 834 
17899912 58187053 271634 19 
39251605 395 154686 126975253 

3.93% 39.53% 12.70% 

M,Y".I:- (9)~ I\C fo/-ll'I"'", 
h+?" "J'}'l;J-

8 9 
1'\.1\.)'. \' l1AA 

9"10.')' 

7737627 2154350 
1458153 
9195780 2154350 

1.36% 0.32% 

162429 11 1330944 
1165 11 

16359422 1330944 
2.39%, 0.19% 

17256385 3373156 
60 17169 

23273554 3373156 
2.68% 0.39% 

28 182657 53459 18 
7949567 

36 132224 5345918 . 
3.61% 0.53% 

Y(Jlfl] ·y:;;" I\;rr;;,· ; 'lUA <; "71\:J-c»4:J' 
u't-·,-.. , ~· "'1UOt-'r 1-P,f!-

~,.('.;J UDMhA<; 1I"1'P;~ ') - "'i' 11.11-':(' 
unmll n4!.e 
011.11-1" 0I r.t.1,!":Y· I\C {,.,.lj.,,,,, 

10 11 12 13 
<J:·)·u<; 1. J'S')I\<; I\.t\" l' 
Y.U·)~·) · 10. HC<J: 

35975827 3376735 1 63997360 454035355 
29283902 224204525 

35975827 33767351 93281262 678239880 
5 . .10% 4.98% 1.3.75% 100.00% 

40379017 22559077 78699305 523359478' 
34748523 160605964, 

403790 17 22559077 11 3447828 683965442' 
5.90% 3.30% 16.59% 100.00% 

. 49418344 31417597 876 18653 66'751647 
2625627 1 2059 11752 

494 18344 31417597 113874924 869663399 
5.68% 3.61% 13.09% 100.00% 

58827233 327 11286 1 Q0505289 8008481 35 
447 15442 198782066 

58827233 32711 286 145220731 999630201 
5.88% 3.27% 14.53% 100% 

OM" Y.- (13) 4"'.:r I\ r; f·,·lj·,,,,,,· 
Ol\.t\·:y. OJ.1\'l' Y·'-',·,,,,, (JlG];\_!,,~--



'\ .9" 

1996 

1997 

1998 

1999 

2000 

}',4,C 'O,h.t-'e h AiI 'e on1"J{J:" 
uo"J t&6hl P h.~'~"'I. ~. 1A "/11"·1, 

1 2 3 
"I'OC"" OJ. I, 
1mC A"'I')' 

uof.o'1 16299292 3520158 
'IT;l 'A 709 11 57 11 682533 
Y,' 9"C 23390449 1520269 1 
hm~'~~ 10.91% 7.09% 
Y,'Cl'i 
OD.r.n~ 20754391 25 14458 
'([ ;l·tI 429 11 02 298 19427 
.~·9"C 25045493 32333885 

hmN" 9.07% 11.710;' 
.l':cl'i 

onY.n'1 25563759 ' .. 274 1512 

'I' t: ".A 21818784 17843334 
Y:9"C 47382543 20584846 

hm~'~" IJ.(JJ% 6.058
/0 

y,'C7i 
ooY.n'1 311 91498 7497279 
' ,T ;l·tI 10845003 14093903 
y,'9"C 42036501 21591182 

hm~"" 10.86% 5.580;' 
J:'C7i 
uoY.n'1 
' I't: ;l·tI 
y,'9"C 

hm~~~ 

Y,'C7i 

OM".!'.' (6) II.II"f flC p" • .,.,,,,,, . 

r "'lh.f: 'Ie; ~ •• ~C:{ 

fit., h·,·"'1 tI"'I')' 

4 
1mC 
UDI1.~· 

1224342 
86 11 016 
9835358 

4.59% 

1483411 
21 24617 
3608028 

1.31 % 

1768628 
4455 175 
6223803 

1.838
/. 

2144292 
76 16163 
9760455 

2.52°;' 

'1"lY,' h: IY:fI·'" "" " ,&1/9" 

P"7uflt.'l! h'IA "/11" ·1, m;P~~ (Ila:t. 
M ·/-... Y,C'i 11.11-:-;' MA "11\-·1· 

6 7 8 
11.11" :y. ·l·?"uc·)· mS 

41995 13 25013342 14460248 
4077 136 64287 11 136 13099 
8276649 31442053 28073347 

3.86% 14.66% 13.09% 

4234755 31871 127 21373520 
12542963 51863 15 8832088 
16777718 37057442 30205608 

6.08% IJA2% 10.94% 

4852096 4335289 1 2562326 1 
4275756 17809 185 148 16039 
9127852 61 16207€ 40439300 

2.68% 17.99% 11 .89-4 

5772 185 486577 16 30328310 
2675506 209602 19 21793638 
8447691 69617935 52 121948 

2.180/0 17.98% 13.46% 

0~.9" .!'.· (9)..Al!:T flC N""''''''' 
~.;P9" "n il;) ' 
pl\,·r·-:j. 7· ... )'. 

9 10 
PIIAA 

1\,1\,,:-;. 9"/11.')' 

8758446 23335393 
6852068 

156 105 14 23335393 
7.28%, 10.88% 

15899156 29374527 
5436023 

21335 179· 29374527 
7.73% '0.64% 

19577895 3647~2 1 7 

8293099 
27870994 364782 17 

8.19% 111.730/0 

21946608 4324 1608 
72 11 74 1 

29158349 4324 1608 
7.53% 11.170/. 

r(ll"1·r· -:j. 'fI ;J·c·1· ; IIUA e; °7f1;J'(Il<p' ,f 
1Pt.·,·?,', "'IUOt.'l! 7· ... )'. 
~.y,:> UDMhM'lI"1";~')' he; 1\,1\""'" 

11 12 13 14 
<j: ·)·u, 1. J'Sl fI" 1\,1\-)'. 

Y, U'l~·)· '10. I1C<j: 

25638294 18318520 1880066 1426476 14 
13437150 71792870 

25638294 183 18520 153 172 16 214440484 
JI.<)6% R.54% 7.14% 100.00% 

33727700 24899200 1894418 188026663 
19873079 881056 14 

33727700 24899200 21767497 276132277 
12.21% 9.0l% 7.88% 100.00% 

402602 10 25075036 2729<34 228022939 
227 14505 112025877 

402602 10 25075036 25443939 340048816 
11.84% 7.37°/. 7.48% IIMI.()U% 

47233542 27893088 2968487 268874613 
33086503 11 8282676 

47233542 27893088 36054990 387157289 
12.20% 7.20% 9.31~a 100.00% 

OM" .1:' (13) 11.11"'1: flC 1",'1]·/,,/,,· 

01\,11-:-;' (IlN!' r'/" l' /"~ (Ila:t.P':-;' 



'1.9" 

1996 

1997 

1998 

1999 

k"Jlr '(j,Iblr'e hAA'e m''}'?iH' 
(TO", t\",,1. r f.,,,~' '''I, f. 'IA "111":1' r07urlt-'P. f.'IA"III":I' m'P~~ (Jlm 

M'I'P'.r.C~' /\'I'\"T f.1A"III":I' 
1 2 3 

"J'OC~'~' ([J. 'I 
111lC A"'I')' 

UDY.n'1 159721852 6754054 
'l 'r.;t-A 43785969 89668150 
J!'9"C 203507821 96422204 

hrn1'~~ 14.04% 6.650/. 
J~'C1i 
uoJJ.ni1 181570554 3988569 
'IT;J'A 67014395 20472524 
.r.·?"C 248584949 24461093 
hm'P~<\ 16.26% 1.60% 
.l!'c7i 
{.n.f..Ot;: 258308146 11899280 
','[;t-A 32303262 14891274 
.r.·9"C 29061 1408 26790554 
hm~<\<\ 14.49% 1.34% 

J!'c7i 
(TOY.fle-;: 280365905 18794433 
'n:;J'A 17795094 49158900 
.r.'?"C 298 160999 67953333 
hm'P<\<\ 11.62% 2.65% 
J!'C7i 

fit.?",!:' (6) Itll-I t'!C: !'-I.t,.,"I" , 
f"'lhJ':')C,' f., H:)( 
tlt-~' h'I''''I A"'I ')' 

4 
1mC 
ou')1.r.· 

3524636 
36406660 
39931296 

2.76"1 

2629609 
25736017 
28365626 

1.86% 

4667337 
11703444 
/6370781 

0.82% 

5528855 
28228170 
33757025 

1.32% 

6 7 8 
M"1' ') '?"UC,)· illS 

25821933 393946628 119851495 
4488526 59351611 32322834 

30310459 453298239 152174329 
2.09,}' 31.280/. 10.50% 

27248778 464480454 119193868 
867992 72556475 45972871 

2811 6770 537036929 165166739 
1.84% 35.l4% 10.81% 

33613594 600471781 149276406 
762163 102275662 30519651 

34375757 702747443 179796057 
1.71% 35.03% S.%ly., 

58179481 77:'941266 186190369 
4289352 53467130 28521470 

62468833 827408396 2/4711839 
2.43% 32.24% 8.37% 

flt.?",I:' (9) It,,"f fie r·I·',.,"I" , 
t.~·9" "j')fJ:J' 
Yi\'Y:;;' 1·P'f!. 

9 10 
!'hAA 

M")'· 9"/(1.')' 

11311 3297 60607008 
154 1922 

114655219 60607008 
7.91~' 4.180/. 

160976205 64934058 
906526 

/61882731 64934058 
10.59% 4.25% 

335317795 71894158 
25911391 

361229186 71894158 
18.011}'o 3.58% 

345375876 107336257 
206985477 
552361353 107336257 

21 .53°A, 4.18°"";. 

')"1 J!' f.:) ,!:' tI-I'6<; '1' 611?" 
ndlitl-l·ou')')· O.C' 

Y(Jl f11·Y:;;"tI:re'h fJUA <; "7f1:J'aJ<J: J' 
UJt--'I'<;~'l' O1fUO?-ce 1'P,~ 

flt\,IH'· (Jlal,.9'1· tiC Y'I"l'I"l, ~\f.:) rmhlthA r, 11"/~ 't.}-

fI/\,I'\" T (Jlal,.9'1· flC r'I",'I"I, aJm.9'1· 

.--~-----
..... .tIn......,. i 
~/4.,....... -if... . 

- .. &" • '~f 
"--- ;:.. -..1 

+'le tt c 

11 12 13 14 
",·),u~' 1.J'S')tI'i /\'1'\" l' m'r~~ (Jlm 
.r. U'/'I')' 10, HC'" 

167214477 102214204 2682699 1155452283 
26038166 293603 838 

167214477 102214204 28720865 144905612 1 
11.54{~o 7,O5(}; 1.98°; 100.00'" 

190158172 62915029 3185363 1281280659 
13598293 247125093 

190158172 62915029 16783656 1528405752 
12.44% 4.12% 1.10% 100.00% 

22472:' j 65 76754912 4078071 177100464] 
16485319 234852 166 

224723165 767549 12 20563390 20058568 11 
11.20% 3.83% 1.03% 100.00% 

280425831 84312738 3960370 2144411381 
33195542 421641 135 

280425831 84312738 37 15591 2 2566052516 
10.93% 3.29% 1.45'% 100.00% 

flM",!:' (13) It""r fie: !"I'I]'I"I", 
fI/\'I'\"T ([J.tI'!' r'I·',.I"I, (Jlal,.9'1· 

fI,.T;t-A M'I'P'f.C<; /\'1'\,,)'. /.1A"JII" ,r·T flC Y'rlj 'I"~ 
YM'I·P'f.C U')~fJ":;' 

/\'1'\-)'. rou')"JM' U')~fJ'i' 

fI/\'I'\"1' (Jl.tI'!' Y'I"I'I"I, (Jlm,sv1' 



'1.9u 

1996 

1997 

. 

1998 

1999 

M,:a'lY 'O,h,t-'e hA."I'e uv1"l{}:" 
00"'/1\"'"]. (' tdl(;'~. }',1A U}{\<>:" 

1 2 3 
'7'OC<;<; (D. 11 
1mC A"'/') ' 

uo.v.fl~ /14158679 12704930 
''-(;I·A 62793988 880600 17 
y"9"C 176952667 100764947 

11m"''''' 8.19% 4.66-/0 
I:C;>i 
uoY.n'1 1744497 19 16699422 
'IT;rA 50803198 84775620 
y"9"C 2252529 17 101475042 
hm .... "" 9.05% 4.08-/0 
y"cli 
ov.f.n~ 392739530 2::724535 
'IT;I' A 1903 1399 95040570 
Y.·9°C 4/1770929 11 7765 105 
hm"''''' 13.50% 3.86% 
y"Cli 
ooJ'.n~ 398 116677 27466077 
',T;J'A 23023671 10849174 / 
y"9"C 42 1140348 135957818 
hm .... "" 10.99% J.SS·/U 
y"Cli 

nM",f: (6) 4rl IIC P""l" --'''' 
f "'/hJI:'}<; ~,.~C){ 
11&-<; h"''''/ A"'/ ')' 

4 
1mC 
OU'}'/Y: 

9242255 

9242255 
0.43°/. 

1282 1636 

1282 1636 
0.51°/. 

13313584 

13313584 
0.44% 

14351949 

1435 1949 
0.37% 

'}'7 .f!: ~,:H':II " '6<; "'6119" 
nl\,l1- ":(' m(,!;).9'1·· IIC f'/'~ '/"/' 

p"?Un&-q~ ~,1A"/iH' 
m;P~~ m(,!;). M·/·-,\Y.C<; Ibf,··'!"- MA "/11".)-6 7 8 9 10 MI-)'· ')'9°UC')' mS PhAA 

MI-)"- 9°/0,')' 

147163299 645574 152 155 11 9650 102251469 
161475735 93776103 66949030 2554281 
308639034 739350255 222068680 104805750 

14.29% 34.23% 10.28% 4.85°"':. 

97757598 76598 1523 161 146948 11476103 1 
285861482 74287014 44513426 400927 
3836 19080 840268537 205660374 /1 5161958 

15.41% 33.74% 8.26% 4.62% 

108655490 10825~7795 2163 17869 127330770 
163665606 32964320 36230125 2075142 
272321096 1115512115 252547994 1294059 12 

8.93% 36.57% 8.28% 4.240/. 

82290943 1334166 140 273061728 203216635 
242263073 61533 190 145981120 84 17432 
324554016 1395699330 419042848 21 1634067 

8.47% 36.42% 10.94% 5.52°/. 

M,9".\:· (9) itA-x fle P""I" --'''' 
~,;p9" -nil:) ' 
flb·r·q, 1'-'\~ 
fm"l·r::j> 'II;rc:,·, IlUA <; "?fl ;J·w4!.p 
tP&-·,·'1<; "'/un&-'f '1'-'\~ 
M~. ;J r~MhA<; 1'''/~~:'' 
nIblH·· mm9')' lie f'/ '~ """ m(,!;).9' )"-

16902448 

16902448 
0.78%

• 

20110558 

201 10558 
0.81% 

25776357 

25776367 
0.85°/. 

34947228 

34947228 
0.91% 

11 12 13 14 <;»·U<; 4· K'<; '}II<; MI-":(' m;P~~ m(,!;). Y.Un·)· 10. ItC<;: 

121434280 84319 166 267662775 1676533103 
7928744 483537898 

12 1434280 843 19166 2755915 19 2160071001 
5.62% 3.90% 12.76% 100.00% 

106377676 104494065 340165274 1914765450 
34697187 575338854 

106377676 104494065 37486246 1 2490104304 
4.27% 4.20% 15.05°/. 100.00% 

186120087 139195759 33808 192. 2652803710 
48553950 397561 /1 2 

186 120087 139195759 386635874 3050364822 
6.10% 4.56% 12.68% 100.(Hl"l. 

208970785 193527096 428364879 3198480/37 
43630219 633340446 

208970785 193527096 471995098 3831820583 
5.45% 5.05% 12.32% 100.00% 

OM" .<:' (13) ItA-T flC p.,.lj"--,,,. 
01\,11-":(' 01.11'1' f'/"l'/"/' m(,!;).9'":(· 

n',T;I' A M·/·-,\Y.C<; 1\,11")" MA'7I1,,·H·IIC f"'~ ' / " /' 
fM·/·-,\Y.e u'}Q9','· 
1\,11"":(' fou'}'7I1 ')' u"}QI"":(' 
nlbll-)·· 01.11'1' f'/"J-I " ~ mm9')'· 



~.9u 

(' {I"'II\, ht.\''1'P. uu"}aJ{J~. 

uo"Jft hIol. I' t,.~~''''I. t, '/A "/fI..:/' 1'"7Uflt.~? t,1A"/fI.· ·1· 
MH·-'lY.C~· Ib~-T l.1A"ll'd· 

1 2 3 
"I·nc'i'i OJ. '/ 

'/mC A"'I') ' 

uoJ!O~ 11435439.2 6323321.3 

'([;I' A 
1996 Y,'9"C 

hm"'~~ 6.08% 3.36%. 
J:'c7i 
uuY.Ot;= 17099520.7 607933 1.92 

' (C;/'A 
1997 Y,' 9"C 

hm"'~~ 8.67% 3.08% 
Y:C7i ~ 
uo)'.Ot;' 31453279.8 7326800.46 

' ([;I'A 
1998 Y,·?"C 

hm"'~~ 10.96% 2.55°/. 

j('c7i Cli 
uoY.n'1 450 12224.5 6572364. 1 

',T;/'A 
1999 j('9"C 

hm"'~~ 8.4 (tIll. 1.231.% 

,,;c7i 

1 nl.?" Y.' (6) "-II' :Z: fie: 1',/'1]·/·,/,, ­

r"'lh.<::')'i t,.H:1{ 

flt.'i h'/''''I A"'I')' 
rtdiifl ')'on')')' n.t:' 

4 
1mC 
on')1Y,' 

864038.77 

0,46% 

755586.77 

0.38% 

931605.14 

0.320/, 

111 6587.54 

0.210/, 

nlb~-1'· 0lr.tl.!"1· flC 1"1"1'1"/: 

5 
·)"IY,· 'h:)-'l. 
M·t'i 
·/:t1/?" 

3441505.85 

1.83% 

2398703.56 

1.22% 

1666086.89 

0.S8% 
II:' 

1791465.2 

0.33% 

6 7 8 9 10 
M-1' ·)·?"UC·)· m S YhAA 

9"/fl .. )· 

M -1'· 

1485831.24 33722798. 1 15199861 8187549.4 32 101574 

0.79% 17.93% 8.08% 4.35% 17.07% 

1897389.33 3704 1416.9 15779923 78 12290.07 37547717 

0.96"/. J8.78'Y. 8.00% 3.96% 19.04% 
~ ~ 

3362772.55 5605849 1.5 2334932 1 1329 1576.7 428373 14 

1.1 7';' 19.53°/" 8.13% 4.63% 14.92% 
C 

3676613.93 91425295.3 112766 179 2 11 30278.4 40019888 

0.6Q'/. 17.08°A. 21.07% 3.95% 7.48% 

nM" Y.' (9)~ flC Y'/' !J'/"/,,­
t,q,?" "I')'I;!' 

Y II. ·r·";j. 1--'1 R. 
YOl"l·r·";j.'fI ,TC,1-; 'IUA 'i "?fI;! ·OI<i! .r 

lJ.'t.'/'~'i "'Iunt.'f 1·-'lR. 
t,j(;J oDMhA'i 1/"I'P;~ ')' 

nlb~-1' Ol(.l;l,!"1, flC Y'/""/" /: 0lr.tl.!"1· 

11 
'j»'U'i 
Y. u·))-)· 

56610762.3 

30.11% 

44845148.2 

22.74% 

67467764.8 

23.50% 

159068487 

29.72% 

2 ht'l"'lfl. htltl f"1·11aJ. oolJ! f'00Y.0';' OJat, ') l1Cl1C OJIX!. (I.ln f'!JT;/'1'I OJat, ') O"'l.ool'lh')· 011Cl1C il'ItI.plO f'h,l")'<\')"l­
Il.tl'l·C oo,r·~' y,'c7i 1'·I·MaJ. hooY.O';' OJat, mq,,,,, y,'?"C "J? ~aJ. :: 

12 
4.J''<;·)fI'i 

1n. HC~ 

16262974.2 

8.650/. 

22620223.4 

t • .47·/. 

298884 17.6 

10.41'/0 
CI 

40526274.2 

7.57% 

m"'~~ Ol(.l;l, 

13 14 
M -1'· m"'~~ Ol(.l;l, 

2396123.71 188031780 

1704242 13 

358455992 
1.27% IOO.Hou/e 

3322347.4 1 197199597 

184835365 
382034962 

~ 
1.6H% 100.01)% 

9471 051.55 287 104482 
189798293 

476902776 
3.30% 100.00% 

121 34392.6 1 535240050 
202364437 

737604487 
2.270/., 100.00% 

f..;. 



C} .9" 

1996 

1997 

1998 

1999 

{1~.7i'}'rA '10 00.1/ t/AI\'e un'}<>Jll:" 
ou"/fl 6f'}. r h.I>';·"'/. t, 1A "/11":1' 

1 2 3 
"If1C~'~' m.11 
1mC tI"'/·) .. 

uoY.n~ 11750047.3 1752236.27 
II'C;I'A 1482963.3 5 894058. 15 

.e:9"C 13233010.7 2646294.42 

hm.p~~ 7.96% 1.59% 
J?·cl'i 
unY.O~ 19914438.4 1936955.44 

~T;I'tI 5027508.84 2788986 

J?·9"C 24941947.2 4725941.44 

hm.p~~ 6.76Iy~ ~ 1.28% 
.f."Cl'i 
r"'m" .. .. 
ooY.n"1 20384750.4 9993633.24 
In:;I'tI 5134392.84 3052388.84 
j,',,'9"C 2)519143.2 13046022.1 

hm.p~~ 10. 18% 5.20% 

Y:cl'i 
uo5.'.n~ 223360 15.1 2691876 

IlT;I'tI 1716557.11 12738232.1 

J?·9"C 24052572.2 15430108.1 

hm.p~~ 8.70% 5.58% 

Y:cl'i 
M,y".r: (6) all"T IIC r-r·'J-/"I,,· 

r",/~,.f:·)" h.H:ll: 
II&-~' 11'1'",/ tI"'/·)· 

4 
1mC 
""·11J?· 

2966032.33 
23568652.5 

26534684.8 

15.97% 

2933570.05 
10460741.9 
13394311.9 

3.63% 

3660936.35 
42398383 .8 
46059320.2 

18.37% 

3148235.27 

19875728.9 

23023964.2 

8.33% 

0/\'1'1-1" OlGr.l .. !"T IIC r'I"~'H' 

r"?Un&-q~ h1A "III"')' 

5 6 7 8 9 
·}"IJ?·'I,:)J\. /\'(\-1' ')'9"UC')' mS 
lI'h''<; 
,1,&119" 

/\,(\-i· 

1549338.22 7216237.61 30126553 13619880.1 9753522.77 
5309855 9525781.75 1603448.73 291770.95 

1549338.22 12526092.6 39652334.7 15223328.9 10045293.7 

0.93% 7.54% 23.86% 9.16% 6.05% 

1381629.79 1379312 35127977.1 15605584.1 8742468.59 
4077389.78 6211 36.32 12424503.7 4892 126.9 
5459019.57 2000448.32 47552480.8 20497711 8742468.59 

1.48% ~54% 12.88% 5.55% 2Wo 

1761172.18 3366484.64 50313997.5 2448 1290.1 8093997 .84 

1043422.33 4023017.76 10321737.7 1976689.36 
2804594.51 7389502.4 60635735.3 26457979.4 8093997.84 

1.12% 2.95% 24.19% 10.,55% 3.23% 

2577879.45 3487259.86 55784937 257 11 638.2 11811283 

332064.22 9256606.84 30011365.6 3692517.86 345115.1 6 

2909943.67 12743866.7 85796302.6 29404156.1 12 156398.2 

1.05% 4.61% 31.04% 10.64% 4.40% 

OM" Yo' (9) all":Z: IIC r ·I·'J-/"I,, · 
h.py" "n'l:!' 
fll.·r .. 1- 1·J\j'. 
rOl"H::;"II;re:·h '1UA" °YII:J·w<£.f 

11'&-'1'>;'<; "'/UO&-'f 1·J\j'. 
h!'..~ £JDh~hA" 1'''I7l.H· 
o/\'I'I-i' WGr.l.!"1· IIC r·I·IH· ·~ OlGr.l..!"T 

m.p~~ 0lGr.l. 
I,{H·JU' .. C,> /\'1'1-1' t,1A "/11-:1' 

10 11 12 13 14 
fhAA .,:·)·u<; 1.J'S'lIl'> /\'(\-1' m.p~~ 0lGr.l.. 
9"1f1.-)· .·.u·)~·)· 10. HC": 

12331089 19974150.6 10375567 297385.46 121 7 12041 
1768884.63 44445415.1 

12331089 199741 50.6 10375567 2066270.09 166157456 
7.42% 12.02% 6.24% 1.24% 100.00% 

15460 108 18760581.3 10371 344 4259 126.3 8 135873095 
1929071 32.3 233 199526 

15460108 18760581.3 10371344 197166258.7 369072621 
4.19% 5.080/0 2.81% ~ 53.42% 100.001yo 

13185825 28635803.6 16984683 1869343. 11 18273 19 17 
67950032.7 

13185825 28635803.6 16984683 1869343.1 1 25068 1950 
5.26% 11.42%, 6.78% 0.75% 10(1.00% 

14847150 33483046.7 20416495 2106084.09 19840 1900 

77968 187.8 
14847150 33483046.7 2041 6495 2106084 09 276370088 

5.37% 12.12% 7.39% 0.76% lOO.OOlyo 

OM" .1:' (13) all"T lie: r ·I"'J-/"I,, · 
O/\'I'I-T OlN!' r ·I·ll·I"~ 0l(.J;].!"1· 

OIlT;I'tI M·I·J\J?C,> /\'1'I"i· 1,1t1"1I'1-·n· IIC r·, ·IH"~ 

fM,,·J\J?C u')~9":i' 
/\'I'I-T foo ')"1I1')' u')~9":i' 
o/\'I'I-T mil'!' r·, ·IH"~ Ol(.J;] .. !"T 



l} .!P' 

r---
r--

1996 

1997 

1998 

1999 

F.(}-·n ·n,I"c ·n,lbt.r'lfl"f ;"lIfl"f h 
00°/1\ -1. I' t •. t>~·"'7. t. 'IA "111.-:" 

1 2 3 

"'I·nc"" m '/ 
1mC A"'7')' 

on.p.ot;! 101794763 2 183868.6 

~T;1-A 54936027.9 5364070.9 

y"?"C 21673079 1 7547939.5 

hm~>"" 17.31% 0.60% 

Y."C7i 
anY.n e-;: 18949373 1 23 13833 

' ,"[;1-A 78317859.8 1499147.4 

.~·9"C 26781 1591 38 12980.4 

hm~~" 18.48% ~% 
Y."c7i 
uoy.o'1 226144289 8359065.2 

'((";1-A 34567488.6 9856977.5 

y.·9"C 260711777 18216042.7 

hm'l>"" IU I% 0.96% 
y"C7i 
ooy.ni1 263343682 18428529.2 

~T;1-A 28038489.8 15004454.5 

.~·?"C 29 1382 172 33432983.7 

hlll'l>"" 13.26% 1.52% 
y"c'li 

OM".I:· (6) ~ Or: 1'·I·!I·I"I,,· 

f"'7' • .1:··}<; h .K1I: 
06-~' h'I''''7 A 0 7')' 

4 
1mC 
oo'}1Y.· 

2355061.6 

1032 1653. 1 

12676714.7 

1.01% 

2542607.07 

11225793. 1 

13768400.2 

0.95-;0 

2874896.4 

15189390.7 

18064287. 1 

0.95% 

2683695. 1 

34 186552.4 

36870247.5 

1.68% 

nl\,t\-~·· lDmp',)"' OC f'I'~'I"~ 

5 
·}"'IY.·'I,·).Il. 
~·I·tS 

' l,tll9" 

16376334.4 

2893696.5 

19270030.9 

1.54% 

17314843.7 

9016366.17 

26331209.8 
1.82Iy. 

24193092.9 

18051307.1 

42244400 

2.2~1}'. 

33154732 

14986845.4 

48141577.4 

2.19% 

rO?un6-q~ MA "Ill" ')' m'f>~~ lDm 
M·I·.IlY.C<; 1\,1\-')"' MA "'111-')' 

6 7 8 9 10 
I\,t\- ')". ')'9"UC')' m,<; fnAA 

9"/Cl.')· 

I\,t\-')". 

10899248.5 331950356 59059075 128752895 15943939.3 

27297833.9 41100582.2 43857756.4 17853560.2 

38 197082.4 373050938 10291683 1 146606456 15943939.3 

3.05% 29.80% 8.22% 11 .7 1% 1.27% 

8926667.34 428783073 95993723.7 50487 165. 1 16763970.5 

4475341.57 51267221.6 50305990.3 3190809.89 2742793.5 

13402008.9 480050294 146299714 53677974.9 19506764 

O.9;r: 33.12% 10.09'}'o 3.70u/. ~ 1.35% 

6244639 552988892 135476349 74528021.9 19345245.3 

16702526.2 62882585.8 669768 14.6 6195507.7 3353541.8 

22947165.2 6 15871477 202453163 80723529.6 22698787.1 

1.21% 32.3R% 10.64"/< 4.24°/. 1.19% 

9204402.1 623934457 152901290 6699093 1 23959833 

3 164 1041.3 11752455 1 48286310.9 14810748 193 1438.7 

40845443.4 741459008 20 11 87600 8180 1679 2589 127 1.7 

1.86% 33.74% 9.16% 3.72%1 1. 18°/., 

OM" .r.' (9)~ Or: N '!I'I"''' ' 

h:"9" "n'l;J' 
fl\,·r· ';j. 1·.Ilf!. 
flD"l·r, ';j.,o;rr:.)-j 'lUA <; "?O;J·m</:.I' 

u'6-'I'>;''' "'7U06-'f 1·.Ilf!. 
hl'..7 u"MIIA" 1I"'11!:H' 
nl\,t\-~·· lDmP'')"' OC f"'~'I"~ lDmP'~'· 

11 12 13 14 
<;:,),u~' 4.,e'i ·}~ ~· I\,t\-')". m'f>~~lDm 
Y.U·}~ ·) · 1n. HC<;: 

108700962 58101938.2 71796588.3 967915030 
211/194.8 16630077.3 6 1582024.83 283948478 

110812157 74732015.5 133378613.1 1251863508 

8.85% S.97 f% 10.65% 100.00% 

141062506 93044372.4 75678716.84 11 22405209 

4532367.64 45048924.1 654 17052.0 I 327039667 
145594873 138093297 141095768.9 1449444876 

10.04% 9.53% ~ 9.73% IOO.OOlyo 

135343335 116790130 105784884.6 1408072839 

18398214.5 67025297. 1 174883057 494082709 

153741550 1838 15427 280667941.6 1902155548 

R.OR% II:ZI 9.660;0 14.76% 100.000
/" 

360338363 135309866 o 1690249780 

29834 190.8 68335066. 1 1026648 10.8 507244500 

390172554 203644932 102664810,8 2197494280 

17.76% 9.27% 4.67°/u 100.00% 

OM".r.· (13) d.iI- ;Z: OC y.t-IJ-I",,,, 
nl\,l\-')"' mO'!' r 'I"H"I, lDmP'~'· 

n',T:t-A M·I·.Ily'C~· I\,I\-')"· 1'1A"'II\-·y.:r· IlC r'~'l'I"~ 

fM·I·.IlY.C U')'9':)"' 
1\,1\-')"' foo')"/!l-l· U')'9'";;' 

nl\,l\-~'· mO'!' f-I-',-'· ·', lDQ;].P'~--

.../ 



'1.9" 

1996 

1997 

1998 

1999 

r ;J 9" {l,i\ Jt 11 (11' ·0 rIb":' ce n A '\ ce un 
UO" J" ""), \' h,~<;·"'/. ~,1A "/1\" .)-

1 2 3 

"lllC'i'i en. '/ 
1mC A",/') ' 

uo!'.o'1 2295726.11 1076256.68 

~T:I'A 2595816.79 13 174689.3 

!'.·9"C 4891542.9 14250946 

hlll"''I'I 3.84% 11.20% 

Y..'cl'i 
uoY.n:.;: 2 198076.09 1186307.68 

'I '[;I'A 2312966.32 99638.52 

!'.·9"C 4511042.41 1285946.2 

hlll:t-'I'I ~t.46% 1.27% 

Y..'Cl'i 
uoY.n~ 15806559.9 1508637.31 

'1'[;I'A 42 16443.69 3729273.55 

!'.·Y"C 20023003.6 5237910.86 

hlll:t-'I'I 13.68% 3.58% 

Y..'cl'i 
r",IIII1 . ... 
uo~n:-;: 11672628.4 269 1177.2 

','[;I' A 5234664.85 5630704.7 

~'9\1C 16907293.2 832 188 1.9 

hlll:t-'I'I 8.75% 4.30% 

Y..'C7i 

OM" .1:' (6) "'II-:': flC r-/· 'H"I,,· 
1 nJ!,')' QC' 

4 

1mC 
OOI1,~' 

556393 .4 

556393.4 

0.44% 

409423.45 

-
409423.45 

0.40% 

686368.33 
-

686368.33 

0.~7% 

881400. 15 

-

881400.15 

0.46% 

2 011.11-1' m(.J;l,.9'1' flC r'I"1'I"I, 

5 
')"I.~"~,:)J!, 

ll'I ,tS 

'1, <'-119" 

892997.71 

892997.71 

0.70% 

519595.3 

-
5 19595.3 

o.s;~% 

711431.42 

39815.38 

751246.8 

0.51% 

2015823.81 

-
2015823.8 1 

1.04% 

r"7Ufl<l-Q: ~,1A "'II":" hll'l'J!!'.C'i II.IH'· MA "/11,,·1, m"'~~ ma\. 

6 7 8 9 10 
11.11-'1'· '1 '9"UC'1' lOS 1\.11-l' \'hAA 

9"10 .. )' 

11 147292.6 4702306.21 9846259.88 28054676.6 9903353 .6 

2628313.86 2375293.56 4259827.51 6235206.55 -
13775606.5 7077599.77 14106087.4 34289883.2 9903353.6 

10.83% 5.56% 11.09% 26.95% 7.78% 

10706656.7 56 12199.1 10142700.8 28220431.2 8200301.26 

150247.5 2221867.19 1567548.7 - -
10856904.2 7834066.29 11 710249.5 28220431.2 820030 1.26 

10.72% 7.74% 11.57~t 27.87% 8.10% 

3222802.02 31703834. 1 11836809 15885324.5 11890993.2 

- 2114343.49 3026390.04 - -
3222802.02 338 181 77.6 14863199 15885324.5 11890993.2 

2.20% 23.11% 10.16% 10.85% 8.13% 

3281980.26 42580918.9 11075015.9 19968934.5 2 1330712.2 

899360.4 1 4672248.97 223 1554.58 403521.41 -
4181340.67 47253 167.8 13306570.5 20372455.9 213307 12.2 

2.16% 24.44% 6.88% 10.54% 11.03% 

-- --

Oh9".\:' (9)-4~:': flC r-I '~'I"I'" 
hQ' 9" "I')'I:J' 
r lI.·r::j. 1'J!Y, 
fm"1·Y:;HI.TC·1" 'IUA" "YfI;hD4:.f 

U'<I-'I'''' ~' "'/UO<l-'I? 1·J!f!. 
}\~;J ouh'lht.\c,' 1'''/~:~ ·1· 

011.11-)" ma\..9')'· IlC r·I"H"I, ma\..9'1'· 

11 12 13 14 
f}: ·1,u'i 4,W,HI'i 1\.11,,)', m"'~~ m(.J;l, 
!'.U·)~·)· ·m. IICf}: 

15372431.4 5579046.32 19 12146.8 9 1338887.3 

- - 4643875.7 359 13023.3 

15372431.4 5579046.32 6556022.5 127251911 

12.08% 4.38% 5,15% 100.00% 

166752 12.5 6309660.69 1820188.8 92000753.6 

- - 2887868.1 9240 136.37 

16675212.5 6309660.69 4708056.9 101240890 

16.47% .. 6.23% 4.65% 100.00% 

24390994.7 10099642. 1 3790635.2 131534032 

- - 1683604.3 14809870.4 

24390994.7 10099642. 1 5474239.5 146343902 

16,67% 6.90% 3.74% 100.00% 

33105987.6 13102970.2 479 1603 1664991 52 

- - 7748799 26820854 

33105987.6 13 102970.2 12540402 193320006 

17.12% 6.78% 6.49% 100.00% 

M,9".\:' (13) 411-r IlC r-/.Ij.,..,,, , 

011.11-'1- en.1l'T' r'I'~''''~ m(.J;l • .9')·· 
O~,[:I'A hll'l'J!Y.CC; 11.11-1' MA"lII-·y.:r. IlC 

r'''~'1''~:· rM·I·J!Y.C U')~?"'i' 
11.11-)'· foo ')"lI'I')' u'n?':i' 
011.11-'1- en.1l'T' f'I"1'''''' ma\..9')·· 

~ 



r ,lIlot ;"1111 I1t\'\(e on"}"l{):" 
Q.9u uo"/l\6b), "t,."';''''1. t,1A "111":/' 

1 2 3 4 
"HIC'i ~' 01 1, 'ImC 
1mC tI"'1')' OU')1J: 

ooY.O;;: 2164000 
','[;I·tI 670000 1053 1000 

1996 J:9"C 2834000 1053 1000 

hili'»"" 2.42% 8.99% 
1:Ci'i 
anY.Ot;: 3106000 
'IT;I·tI 284 1000 3322000 

1997 J:9"C 5947000 3322000 

~ hili"''''' 6.43% 3.~o 
1:Cll 
uoY.ol1 4367000 
'([;I·tI 2263000 6194000 

1998 !':?"C 6630000 6194000 

hlllH" 5.!!t% 4.69% 

~'ClI 
ooY..Ot;: 4910300 
',T;I-tI 2184700 

1999 ~'?"C 7095000 

hm"''''' 3.83% 
~'clI 

1 nt,?" J.:- (6) 11.11"1 fie N " "I"'''­
f"'1hJ': '}r, t,.~C)( 

~b-'i h·,·"'1 tI"'1')' 
111\,1\"~'· (Jl{.l;l.9'~'. ~C f '/"H"', 

772000 

772000 
0.42% 

5 
·)"I .~·",:)II· 

M·t<; 

·/' tl/9" 

1234000 

1234000 
1.05% 

1741000 

174 1000 
1.88"1. 

3630000 

3630000 
2.75~!, 

261000 
2200000 
2461000 

1.3JoA. 

2 ooJ.:n~' nf. ·)· roNr hht\(I' nf.·)· (1m. ,/ f"'l.ooMl fM"" 

f"7Utlb-'/! t, 'IA "III" ')' m""~~ 
I.IH·lIf.C'i I\,II"~'· h1A "III"')' (Jl(.f,l 

6 7 8 
II.II-:r. ·)·?"UC')· mS 

2212000 17895000 11 734000 
5039000 3555000 1876000 
7251000 21450000 13610000 

6.19% 18.31% 11.62% 

770000 18473000 12801000 
3317000 4386000 2907000 
4087000 22859000 15708000 

4.42'~':' 2".72% 16.98% 

38000~ 2344 1000 15222000 
529500( 5739000 5003000 
567500( 29 180000 20225000 

4.30% 22.09% 15.31% 

3408500 25784700 15212000 
17524600 3549400 4300600 
20933 100 29334 100 195 12600 

11.29'10, 15.82% 10.52% 

- --

11M" J.:' (9) 11.11"1 fie f ·,·Ij·/·" ,,-

1,""9" "nq;l' 
fl\,·r:;j. 1·1IK. 

9 10 

"lIt1t1 
9"/{1.·)· 

M "'1'-

2664000 3250000 
160000 

2824000 3250000 
2.41% 2.77°/Ct 

27 11000 3773000 
1036000 
3747000 3773000 

4.050/. ~ 4.08% 

4380300 3336000 
12000 

4392300 3336000 

C 3.33% 2.53% 

3820900 8469000 
33637600 

37458500 8469000 
20.20% 4.57% 

-_ ... _-

f(Jlfl] · r::j· ,~ ;:o · c:;/·, qUA r, "7f1;J'w<l:'c' 
tPb-" ' >"<; "'1UI1b-'e 1·1IK. 
I,~,~ onMhAr, 11 "1n.~·)· 

111\,1\"'1'- (Jl{.l;l.9':r. ~C f""H"~ (Jl(.f,l9':r. 

11 12 13 14 
"")'u'i 1·J'S,}~~· 1I.II .. :r. m""~~ 
J.U')'I') · 111. IIC'" (Jl(.f,l 

14829000 4987000 5648000 66617000 
28714000 50545000 

14829000 4987000 34362000 1.17£+08 
12.66% 4.26% 29.33% 100.000/0 

6248000 2179000 5336000 57138000 
17536000 35345000 

6248000 2179000 22872000 92483000 
6.76% 2.36% ~.7J% 1110.00" , 

8858000 2229000 13648000 79491300 
28071000 52577000 

8858000 2229000 41719000 1.32£+08 
6.71% ID 1.69% 31590/. 100.0(l''I,! 

15241700 237 1200 1842000 82093300 
39970900 1.03E+08 

1524 1700 237 1200 4181 2900 1.85£+08 
8.22% 1.28% 22.~5°A, 100.00% 

Ill,?" .r.' (13) 11.11-1' ~c: f ·,·Ij·/ .. ,,,-

111\,1\"'1'- OJ.~'l' f·/·Ij" .. /, (Jl{.l;l.9':r· 

ntl '[;I-tI M·'·IIY.C'i 1\,1\"'1'-1,1t1"1I\" ·y.:r· ~C f""I '1 
fM'/'II~C U')VI"-:" 
1\,11"1'· fou ')"lh-]' U')VI"-:"· 
111\,1\ .. :r· OJ.~'l' f·/·Ij·,.." (JlQ,1.9':r· 



Interview Questions 

l. What are the advantages and disadvantages of Unconditional Grant in 

the Ethiopian Federal arrangements? 

2. Do we need an independent grant commission like that of India and 

Australia? 

3. Why do we experi ence so many changes in the grant formula often? 

I 
J 
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