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	Pakistan is a federation of four provinces, unequal in area, population and levels of economic and social development. The ethnic distinction of provinces makes horizontal equity in development vital to political stability and national cohesion. The s...
	To understand issues in intergovernmental resource transfers, it is important to analyze the nature and implications of the existing federal fiscal structure as it is enshrined in the 1973 Constitution. The country now has three tiers of functional go...
	In addition to the issues related to resource allocation among the provinces, a more important factor which impacts equity in provincial economic development is the federal Public Sector Development Program or federal public investment. The grievances...
	Looking ahead, there are some broad measures and principles which can create a more equitable economic environment that would enhance federal cohesion:
	1. Decisions at the NFC need not be on consensus, but require the support of at least any four out of five governments, calling upon the fifth to concede in the interest of national unity.
	2. Equity in distribution of resources must take all resources into account, borrowing, earnings from natural resources, taxation and non-tax revenues, as well as the impact of the federal PSDP.
	3. Recognising that differences exist today between the provinces in terms of the average level of social and human development, the first principle should aim at reducing those disparities and eliminate them over a reasonable period of time. The reas...
	4. The NFC can consider differences between the average levels of social and human development across entire provinces, and not the relative backwardness of some areas within a particular province – the latter needs to be addressed by the respective P...
	5. Resource allocation should not attempt to correct the disparities created over decades in a very short period, since that will retard growth in the advanced provinces. Hence the NFC should ensure that the distribution of resources, while reducing d...
	6. The Federation and Provinces should remain within the ambit of the 1973 Constitution.  What belongs to the Federation is theirs and what belongs to the provinces must be given to the provinces.
	7. Looking ahead to the next NFC award, the share of the provinces must be increased substantially to allow them to undertake more development expenditure.
	8. In parallel, provincial equity considerations should play a greater role in the Federal Annual Development Program, which is outside the ambit of the NFC.
	9. The provincial share should be distributed between the provinces on the basis of a formula that reflects their needs as well as reduces the disparities between them. The multi-indicator formula should include population (since many of the provincia...
	10. The demand of the provinces for their profits and royalties from natural resources should be transferred according to the Constitution. If there are differences over the calculation of provincial shares, these can and should be addressed according...
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