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arious fiscal decentralization instruments help to improve livelihoods for the poor. The
general grant transfers in particular enable the fiscally disadvantaged localities to provide
public services at levels comparable to rich jurisdictions. The purpose of this study is to
examine the extent to which the fiscal decentralization policies help address local economic and
fiscal disparities. Emphasis is on the general grant systems in Indonesia and Thailand, two
Southeast Asian countries that faced similar domestic and international pressures to embrace
decentralization in the late 1990s. The general grants are designed to provide local governments
with authority over fund management. Descriptive statistics, the Gini coefficients of economic
inequality, and an econometric technique are used to examine how the two countries’ general

grant systems enable local governments to perform their devolved functions.

This study finds that the general grant system in Thailand does not address disparities in
local fiscal conditions. Localities with more revenues receive more general-purpose grants than
those with weak fiscal capacity. On the contrary, Indonesia’s general-purpose grant allocation
system provides more resources for fiscally disadvantaged and conflict-ridden provinces.
Further, the allocation method in Indonesia is more consistent with the local poverty situations

than the categorical transfer method used to target vulnerable populations in Thailand. Local
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governments in Indonesia with more impoverished population receive more general grants per
capita than the affluent areas. This study contributes to an understanding of the dynamics of
decentralization in Indonesia and Thailand, particularly with respect to how each country

allocates the general grant to fund local government services.
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