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Second session on Fiscal federalism on 17 March, 2013 
• Presentation of the Swiss constitutional setting as far as the tax system and fiscal feder-

alism is concerned (Prof. Hänni) 
• Presentation of institutional aspects of Swiss public finance (Dr. Mischler) 
• Discussion about practical problems of state/local public finance in Sudan 

− Need for monitoring of public budgeting and debt of regional and local govern-
ment? – The Swiss experience has been challenging for the audience because of 
its "lack of control" from higher levels of government. An important point from the 
Swiss perspective was to stress that local/regional autonomy has to come with 
responsibility for financially relevant decisions, especially the no-bail-out principle. 

− The interest in technical aspects of fiscal equalization and transfers has been 
considerable in the audience. Not only with regard to revenue sharing and equali-
zation but also in subsidies and capital grants from higher levels of government. 
The role of the NFA-Reform to increase the efficiency and the equity in the Swiss 
system has been stressed by the Swiss delegation.  

• The discussion was at a remarkable technical level. Examples and experiences from 
Switzerland had been reflected also with regard to the particular challenges of Sudan. 
However, the awareness of the importance of the institutional design (clearly defined pro-
cesses to levy taxes and for public budgeting, fiscal rules, direct democracy, etc.) with 
regard to the fiscal outcome has been supposedly weak.  

 
 
Session on fiscal equalization on 18 March, 2013 
• Opening address by Prof. Hänni 
• Presentation “Fiscal equalization in Switzerland” (Dr. Peter Mischler). Technical input 

about intergovernmental transfer design.  
• Representatives of the Sudanese governmental body responsible for the transfer design 

(Fiscal & Financial Allocation & Monitoring Commission (FFAMC) presented the specifici-
ties of the Sudanese transfer system.  

• The following points emerged from the discussion in the plenary session of a total 5 
hours.  

− There has been a common misunderstanding in the audience about the term 
“equalization”. The objective of "Fiscal equalization" is not to equalize individual 
position of jurisdiction (with regard to neither structural indicator nor practical out-
come) but to decrease fiscal disparities.  

− Similar questions about the regional level governance and finance arise also at 
the local level. This aspect has not been addressed by the Swiss speakers. The 
Sudanese audience has been strongly interested in this aspect. 

− The Swiss and the Sudanese speakers stressed the importance of fiscal data in 
order to assess the situation of local and regional levels of government. Aggre-
gate total revenues at the state level (own revenues and grants) are not available. 

− The importance to strengthen own revenue sources of sub-national governments 
has been stressed by the Sudanese as well as the Swiss speakers. Transfer de-
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pendency of sub-national unit needs to be addressed by developing the existing 
revenue competences.  

− The common problem of transfer volatility is addressed in Sudan by guaranteeing 
the identical expenditure level from the past and by freezing the transfers for three 
years. From a technical perspective this is very problematic. Existing inequities 
and inefficiencies cannot be reversed in such a system.  

• The discussion had been lively after the introductory presentations. Several technical 
aspects of intergovernmental transfers have been addressed. However, the discussion of 
technical details disguised often fundamental differences with regard to basic principles. 

 
 
Overall appreciation of the event and possible follow up 
The workshop on federalism was an interesting forum to discuss important aspects in large 
plenary sessions. There is an obvious need for further workshops on the topic of fiscal feder-
alism, especially in the light of the very fragile institutional background and the financial situa-
tion of the Republic of Sudan that could lead to a collapse of the system altogether. Financial 
crisis could trigger serious internal problems and lead to civil war. Fiscal federalism is a cor-
nerstone in the reform of the institutional settings which will be discussed in the broader con-
text of the constitutional process. 
 
A future exchange in this area should be organized in smaller working groups. Although the 
discussion about technical aspects of the transfers system have been fruitful it may be more 
important to address the fundamental question first before starting in depth discussion about 
public finances, fiscal institutions and equalization.   
 


