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Abstract

The main purpose of this research to attest the level of imbalance in the allocation of
financial resources of the federal government between various levels of government,
vertical and horizontal allocation, with the objective of establishing more equitable
distribution of the federal financial resources between the states and the federal

government. The research methodology included panel data regression analysis
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spanning the sample period 2014-2017 using federal transfers to each state as
dependent variable and three explanatory variables including size of population,
poverty level in each state, and the political power of the state governors. Results of the
study indicate that the federal system in Sudan was characterized by significant
horizontal as well as vertical imbalances, implying that the fiscal federalism in Sudan
departed considerably from the basic principles and rules of equitable federal system.
Based on such a result, the author proposes a new formula that may help to allocate
federal financial transfers more equitably between states and the central government,
as well as between states.
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