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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA

FROM: AFR/DR, John-w: Xoehring

Problem: Your signature is requested for the attached Action
Memorandum for the Administrator recommending authorization of the
Sudan Commodity Import Program Grant (650-0038). Your approval is
also requested for a Negative Determination of the Initial Environ-
mental Examination (IEE). Tab 1, Annex IV.

Discussion: The total life-of-project costs of $40,000,000 exceeds
the authority of Assistant Administrators requiring authorization
by the Administrator.

Recommendation: That you approve the recommendation for a negative
determination by signing the attached TEE and that you sign the
Action Memorandum for the Administrator recommending authorization
of the proposed activity.

Attachments:

1. Action Memorandum for the Administrator
2. Initial Environmental Examination

Clearances:
AFR/DR/FAP, SWCol
AFR/DR, NCohen
AFR/EA, HJohnso# (draft)
AFR/EA, JWooten (draft)
DAA/AFR, WHNorth Liik

AFR/DR/EAP, MMMcDaniel:hph:12/17/79: x28286



DEC 2 6 1879
ACTION MEMORANDUM FOR THE ADMINISTRATOR

THRU : ES :Iitb@
J%ﬁt{i
THRU ¢ Alexander Shakow, AA/FFTL
FROM : Goler T. Butcher, AA/AFR f’“%”/'
SUBJECT: Sudan - Commodity Import Program Grant - 650-0038

Problem: Your approval is being requested to execute a $40 million
Commodity Import Program Grant from Economic Support Funds to the
Government of Sudan ?GOS). Your apprcval is also requested to
approve a source/origin waiver for the procurement of transportation
services.

Discussion:

A. Proiject Description

The proposed grant will, in conjunction with the efforts of
other donors, help mitigate Sudan's current balance of payments
problems and will generate ccunterpart funds to be used for develop-
ment activities reinforcing the productive capacity of Sudan. The
foreign exchange provided under this grant will be used to import
essential consumer items such as wheat, supplies of raw materials
and spare parts needed to sustain industrial production, and capital
goods necessary for continuing on-going development ettorts.
Although all commodities in the AID Commodity Eligibility Listing
will be eligible for financing under this grant, present plans have
most funds being disbursed for (1) wheat for consumption, (2) agri-
cultural reauirements (including spare parts, tractors and wheat
seed), (3) transport and communications requirements (including
aircraft and railroad equipment spares), (4) public and private
industry (tallow, tin plate, iron and steel, spare parts), and (5)
others (spares for sewage system, medical and scientific equipment).

The proposed grant of $40 million is to be obligated in fiscal year
1980 and be disbursed in accordance with prevailing AID Regulations
{Reg. 1) and in support of the GOS - IMF stabilization orogram.
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Commodities moving into the private sector will te handled through
normal commercial banking procedures. Counterpart funds generated
by this activity will be deposited in a special account(s) and used
for development activities, as jointly determined by the GOS and
AID.

This grant assistance activity by AID constitutes only a pnertion of
the balance of payment requirements of the GOS. Their current
annual deficit exceeds $300 miliion and this AID contribution is
being coordinated with similar programs being proposed by World
Bank/EEC ($62 million) and the Netherlands (521 million). A major
requirement for balance of payments support remairs unmet and,

even with a successful stabilization program, large amounts of this
type of assistance will be required for several years to come.

B. Financial Summary

Progrzam Grant funding of 5S40 million will be utilized to procure
commodities for both the public and private sectors and tc provide
for the transportation ccsts of such commodities. The public sector
is expected to utilize approximately $>:- million. The GOS has
expressed its intention to reserve approximately $12 million for
use by the private sector,

C. Conditions and Covenants

Mo special problems in the negotiations of the Preryram Agreement,
or in reaching agreement ir. the implementation plan, are foreseen.
Government officials, including the Minister of National Planning,
have been active in the development of the grant anc we believe that
the Government will be able to sign the Program Agreement within a
short period of time after the program grant is approved.

In addition to th2 Standard provision/conditions included in the
AID Program Agreement, the Program Assistance Approval Document
contains additional conditions and covenants that will also be
included in the Program Agreement. The agreement also provides
that all procurement will be restricted to AID Geographic Code 941, =
except for $300,000 to be waived for prccurement of a small port1on
of the transportation services (see belew), and ro commodities pro-
cured under this grant may be used in the prcducticen of palm oil,
i fiv., Or sugar products.

D. Waiver Requested

A procurement source/origin waiver to permit procurement of
transportation services (air and ocean freight on non U.S. carrier)
from AID Geographic Code 892 in the amount of $500,000 is requested.

1/ Ee]ec e fren Yor&gtCoﬂnE;1 8 with exception as noted in AID HB 18



A detailed justification for the waiver is provided as Annex VI of
the PAAD,

E. Special Authorities

Special authorities are requested for USAID/Sudan to issue
Implementation Letters and Commodity Procurement Instructions and
to delete the usual minimum transaction value of $5,000 as reflected
in the Face Sheet of the PAAD.

F. Committee Action and Congressiona]l Appraisement

The Project Review considered this project and recommended
approval pending the resolution of several minor issues. These
issues were subsequently resolved at an Africa Executive Committee
for Project Review (ECPR) chaired by DAA/AFR on October 26, 1979.
The ECPR reccnmended that Code 000 2/ Timitations on commodity pro-
curement as proposed in the PAAD be deleted in favor of Code 941,3/
which is consistent with overall AID policy regarding grants to
RLDC's., Since most procurement will likely be from the U.S., the
ECPR saw no advantage to be more restrictive than Agency policy.

The ECPR also discussed the possible utilization of funds generated
from this activity to fund private freight forwarders to assist in
port clearing/inland transportation problems. The ECPR concluded
that, although nn formal requirement to use funds this way should
be included in the authorization document, the USAID Mission should
use every effort with the GOS to assure expeditious movement of
commodities, including the use of freight forwarders.

G. Environmental Analysis

In accordance with AID Regulation 16, paragraph 216-2(f) and
(g), it has been determined that a negative determinaticn is
appropriate regarding the environmental impact of this grant. As
the proceeds of the grant will not be used for the purpose of
carrying out a specifically identifiable project or series of

3/ Free World - with exception as noted in AID HB 18, App. D,
Sec. ITI, Att. A 11-15

2/ linited States



activities, an Environmental Assessment or Environmental Impact
Statement is not required.

H. Implementation

USAID's Supply Management Officer will have direct responsibility
for program administration under the direction of the USAID Director
and in cooperation with suppart officers in AID Washington and REDSO/EA.
The Supply Management Officer will be responsible for preparing imple-
mentation documents, establishing and maintaining necessary records,
and advertising and assisting eligible CIP importers, both public
and private, as required.

The major Government of Sudan entities responsible for implementing
and administering the grant are the Ministry of National Planning
(MONP), the Ministry of Cooperation, Commerce and Supply (MCCS), and
the Bank of Sudan. The MONP will allocate the grant proceeds and

has overall responsibility for grant administration. The MCCS
establishes GOS import controls and issues trade regulations required
to support the program. [t is also respcnsible for issuing import
licenses. The primary role of the Bank of Sudan will be to approve
import licenses, allocate foreign exchange, and manage the special
account for ccunterpart generation. Any use of counterpart generated
by this activity will be jointly programmed by USAID/Sudan and the
Government of Sudan.

Recommendation: That you sign boti (a) this Action Memorandum, tiius
approving the $500,000 waiver requested in Section D above, and
detajled in Annex VI of the PAAD, and (b) the attached PAAD thereby
authorizing the proposed activity in the amount of ¢49 million.

Approved: ERE
Disapproved:
Date: I -7 T
Attachment
(a) PAAD
Clearances

DAA/AFR, WHNorth Q,TL.N"
AFR/DR, JWKoehring/' ;dm
AFR/DR, NCohen /
AFR/DR/EAP, SCole silvrta—
AFR/DR/SDP, BBoyd”  (draft)
AFR/DR/SDP, FDuncan (dra‘t)

AFR/EA, JWooten {(draft)
AFR/EA, HJohnson (draft)
AFR/DR/EAP MMficDaniel :hph:12/17/79:x28286




DEC 26 1979

NOTE TO ADMINISTRATOR DOUGLAS J. BENNET, JR.
FROM DEPUTY ASSISTANL ADMINISTRA.OR FOR AFRICA w. HAVEN NORTH

SUBJECT: Commodity Import Program Grant

This activity was designed and recommended for authorization
at a level of $50 million, with $40 million to be obligated
now and $10 million later.

In mid Fiscal Year 1979, the President submitted to Congress
a supplemental budpet reyuest for $40 million in Economic
Support Funds for Sudan. Subseqguently, the Senate voted to
authorize a higher level of $50 million. Tne proposed $40
million oblization is presently available under the
Continuing Resolution.

On the basis of PPC's recommendation, we have lowered the
authorized level of the grant to $40 million, which is also

the amount we intend to obligate. Notwithstanding, we

believe $50 million is required by Sudan and has been
emphasized by Ambassador Bergus in Khartoum in recent messages.
We will, thererore, be requesting a $1J wmillion amendment to
this authorization later in the year.

We propose to advise Ambassador Bergus that we should proceed
with the $40 million available under the Continuing Resolution.
We will also teil him that we are making every effort to obtain
the additional $10 million depending on the outcome of the
appropriation bill and the subsequent allocation of available

Economic Support Funds.

aven North
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PAAD - Sudan - Commodity Financing
(Continuad)

--  commodities procured nder this grant may not be used in
the production of palm oil, sugar or citrus nsroducts; and

-- such other terms and conditions 32s AID may deem advisable.
Approval is also given U.S. A.I.D. Sudan to:

-~ sign and issue implementatior letters and Cormodity
Procurement Instructions for this grant; and

-= delete the uysual minimum transaction value of § 5,000,
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DEFINITIONS AND TERMS

Land Unit 1 feddan = 1.038 acre
Sudan Fiscal Year July 1 to June 30
Sudanese Currency 1 pound (LS) = 100 piasters (p.t.) =
1,000 milliems
June 7, 1978 - 1 LS = U.S. $2.50
June 8, 1978 - 1 LS = U.S, $2.01



I. Summary :ni saccrmensetion

A. Problem

fter achieving independence in 1958, Sudan struggled
through a lengthy period oF political instability characterized
by a succession of ccalition covernments. In 1871, General
Gaafar Mohamed Nimeiri was elected Presicent, and since then-he
has teen a stabilizing force both in Sudan and in the region,

Most recently, the Government of Sudan (G0S) has demonstrated

its desire to promote regional political stability through its
open support of the Egyotian-Isra2li peace process. Hewever,

this support has placed the Government in a precarious position
domesticaily and vis-a-vis neighboring Arab statas. Internally,
many Sudenese are disturted that Sudan is breaxking ranks with

her Arab sisters on the Zgyptian-Israeli peace treaty issue,

wnile ‘extarnally the radical Arab states are calling for sanctions
against Sudan similar to those placed on Egypt.

Exacerbating these poiitical tensions is the mcst severe economic
crisis in Sudan's history. Major factors causing this crisis
have been: disappointing results from efforts to diversify the
export base through a shift froem cotton to grain production; an
overly-ambitious public sector development sregram, which rose
from US $125 million equivalent in GOS FY 1373 %o US 3500 millien
in 7Y 1979; and excess reliznce upon central Sank and external
borrowings to finance the development srogram.

As a result, Sudan's current account in the balance of payments
(80P) deteriorated from an average annual-deficit- of US $27 million
during FYs 1971-73 to US $467 million in FY 1975, Since FY 1975,
the deficit has exceedad US $400 million for most years, and unpaid
cormitments af the public and orivata s2¢tors have risen %0 about

US 3200 millien. Sudan's foreign exchange crisis nas in turn forced
the GOS to striczly limi« its imporis and cur<ail numerous planned
develocment programs.

[n resconse o tne crisis, *ne sovernment is uncder*aking a G0S-IMF
financial refarm praogram <0 stadilicze the 2¢ancmy. 7o implament

this oregram, %he GOS is recues<ing donor 3ssisfance <hat will cermit
the inper<ation of commeditias i1+ weouid otnerwisas 2e unadie o buy
Seciyse ¢7 tne current n s2xchange snorzage, This assistanc?
will 2e usad %9 imcors 2 ai ccnsumer items such 313 wneat and
sugar,succiias af raw 7 s and soare zars ne %2 sustain
incussriail arsducticon,ang 23nital ccecs necassary czntinuing
Jn-gcing zeveiaocment 2772ris.
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In short, the GOS has made significant strides in recent years to
bring about stability Soth within and beyond it torders. However,

the present uncertainty of the political climate and the financial
strains being placed ¢~ the eccnomy *threaten the Government's

capacity to maintain zrd sustain stabilization efforts. t is

against this backdrop of difficulties that this zassistance is proposed.

B. LU.S. Pesponse

In consideraticn of the problems descrited abcove and the
objectives of U.S. economic assistance to Suadan, A.I.D. proposes
to grant the Government of Sudan from the Econcmic Support Fund.
This grant will be utilized through a Commodity Import Program (CIP)
to provide short-term balance of pavments relief. However, to the
extent possible, commodities finarced under the grant will te salected
with a view toward their longer term impact on the BCP, i.e. their
contribution towards 1.) increasing export earnings; 2.) reducing
import costs through import substitution activities; and 3.) supporting
the maintenance or =axpansion of the natioen's productive capacity.

In Tight of these criteria, illustrative commodity groups that are
tentatively praoposed for financing by the public sector inciude wheat
seed, land leveling egquipment, tractors, sparzs parts for railroad
locomotives, and canning machinery. Private sector procurement will
likely include spare parts, machinery, raw materials, and product
components used in import-substitution industries. About $12 million
of the grant proceeds are tentatively allocated for nrivate sector
use.

Because similar programs are being proposed by the World Bank/EEC
(3862 million) and the Netnerlands ($21 million), U.S. assistance
at a level of 350 million is believed to be aporopriate. However,
recent I[MF/GOS estimates indicate that 3900 miilion in new commit-
tmenty wii®l be required annually to finance projected deficts over
the next three years. Thus, far larger amounts of such assistance
will be needed ultimately and program-type assistance by major
dcnors will be required for several years to come.

Counterpart funds generated uncer the grant will be deposited into

a speciai account at the Bank of Sudan and their use will be jointly
determined by A.I.D. and the GOS. It is proposed that these funds

be used to meet public sector port clearance costs, taxes, and in-

land transport charges for CIP goods, among uther uses. To the extend
that the GOS budgeting process has not made provision for the commodities
financed nunder this project, reallocations will be made to ensure that
the quantitative targets astablisned under the GOS-IMF Stapilization
Program are maintained.



The grant will be administered in accordance with A.I1.D. Regulation 1,
use standard Commodity Financing Prccedures, be restricted to Code 000
source and origir procurement, and will strive for disbursement within
24 months. The 3rant is expected to have both short and iong term
beneficial effects on the U.S. Balance of payments, znd it will
complement Ex-Im Bank and CPIC activities in Sudan. A1l statutory
criteria have been met.

C. Recommendations

USAID/Sudan recommends that a Tifty million dollar (850,000,
000) grant be authorized to the Government of the Democratic
Republic of the Sudan for financing the importaticn of selected
commodities, commodity related services, and other services subject
to the following provisicons:

Terms and Conditions:

-~ Procurement will be restricted to A.1.D. Ceographic
Code 941, excent for procurement of transportation
services valued at $520,700 from Code 899 countries
as justified in Annex VII of the PAAD;

-- commodities procured under this grant may not be
used in the producation of palm oil, citrus, or
sugar preducts; and

-- such other terms and conditions as A.l.D. may deem
advisable.

Authorities
Approval is given USAID/Sudan to:

-- sign and issue implementation letters and Commodity
Procurement Instructions under this grant; and

-- delete the usual minimum transaction value of $5,070.



Il. Political Considerations

Sudan has had a relatively brief though eventful history as an
independent nation. After 85 years of 8ritish-Egyptian admini-
stration, Sudan achieved indenendences on January 1, 1956,

During mos*t of her early years as a nation, Sudan was governed
under military rule (1958-19365), A succession of coalition
governments followed until 1969 when a coup led by General Gaafar
Monamed Nimeiri established the foundation for the present govern-
ment. General Nimeiri was elected President ia October 1971 and

a People's Assembly of 207 members was elected *o draft a
constitution.

On May 8, 1973, the Constitution was promulgatad establishing the
Democratic Republic of the Sudan. The Constitution provides for
three branches: the executive - President; legislative - a
People's Assembly comprised of 250 members; and judicial - 2
Supreme Court and civil, criminal, and tribal ccurts,

In May 1677, President Nimeiri was reelected., As Chief Executive,
Nimeiri sarves as President, Prime Minister, and Secre*tary General
of the Sucanese Socialist Union, the Republic's only legal party.

Under Nimeri's leadership, the GOS has made significant progress’
in bringing stability to a country of diverse cultures, religions,
and ideological beliefs. However, this progress has not always
been achieved without resistance,Not long after the <coup of 1959,
a rather briefly successful coup attempt was made in July 1971 by
the Sudan Communist Party. Nimeiri led a successful counter-coup
and ..as since effectively ended the influence of the Communists.

Opposition to Nimeiri has also come from the Ansar religious sect,
which has made two abortive coup attempis {(March 1970 and July
1976). In July 1977, Nimeiri met with the Ansar leader and opened
the way far reconciliation. Hundreds of political prisoners were
released, and in August 2 general amnesty was announced for all
apponents of President Nimeiri's government,

Ancther major credit to the Z0S' efforts to unify the country is
the resolution of the country's 17 year-o0ld civil war between the
northern and southern provinces. This civil strife was ended
early in 1972 when a peace agreement was signed wnhich provided
autonomy on most internal matters %o *the Southern Region. Former
guerrilla fighters have been intagrated into the regular Sudanese
Army and most Southern refugees have now returned and resettled
in the Sudan.



In addition %o decentralizing the administration to the Southern
Region, the G335 has formaily decentralized administration of the
rest of the country by breaking up the & Northern Provinces into
2 and the 3 Southern Provincss into 5, by conferring more power
to Provincial Governors, and by greatly expanding the establish-
ment of local people's councils, which now numter almost 4,500.

The most recent Human Rights Renort to the Congress concludes

that Sudan's Human Rignts record is good, considering the standards
of the region and the extreme poverty of the country. The civil
war with the South was brought to a close in 15972, and since then
the South has been granted real autonomy. The Cantral and Regional
governments are working closely together to seek peaceful ways to
further unify the country and develop the South. Similarly,
genuine efforts have been made to reach an accommodation with all
opposition political elements, from the Muslims to the Ccmmunists.
Virtually all political prisoners have been released, and several
of the most prominent opposition figures have moved into senior
party positions. In attempting to overcome poverty and develop

the country, the Government has not lost sight of the rural poor,
[t continues to seek ways to decentralize governmental admini-
stration and increase the role of local and regional influence on
the allocation of resources.

The GOS¢ has been & stabilizing infiuence regionally as well as
domesticallv. In the African context, Nimeiri has sought to resolve
several international disputes in his role, since November 1978, as
Chairman of the Organization for African Unity (0AU). Particularly
noteworthy are his efforts to bring about resolution of the Western
Sahara question and the Tanzania-Uganda conflict. Most recently,
Sudan played a key role in efforts to mediate the internal problems
ir Chad.

In the Middle Eastern context, Sudan is,thus far, one of only two
Arab states to openly support the Egyptian - Israeli peace treaty
and peace process. The GOS' support of these peace initiatives

has placed the government in a precarious position domestically and vis-a-
vis its neighboring Arab states. Internally, many Sudanese are
disturbed that Sudan is breaking ranks with her Arab sisters on the
Egyptian-Israeli treaty issue and are pressuring the GOS to reassess
its position. Externally, radical Arab states have called for
sanctions against Sudan similar to those placed on fZgypt. The
moderate Aradb statass have also strongly denounced the GCS pesition,
althougn it is unlikely tney will support retaliatary measures such
as thosa recommended by the radicai states.



In short, the GOS has made significant strides in recent years to
bring about stability both within and teyocnd Sudan's borders,
However, the presant uncertainty of the political climate and the
financial strains being placed on Sudan's economy threaten the
government's capacity to maintain and sustain stabilization efforts.
It 1s against this backdrop of dif¥ficulties that this commodity
import program is proposed.



III. U.S. Interests and Objectives

A. U.S. - Sudan Relations

Sudanese relations with the U.S, were severed 1n 1967,
as a result of the Egyptian-Israeli conflict, but were resumed in
mid-1972. When Palestinian gquerrillas of the Black September Move-
ment murdered the U,S, Ambassador and OCM to the Sudan 1n March 1973,
the cuerrillas were captured and found gquilty. However, they were
turned over to the custody of the Egyptian government and the U,S,
Ambassador was witthdrawn in protest, In Novembker 1974 the U,S,
Ambassador was returned to the Sudan and in May 1976 a dectsion was
made to resume U,S, economtc asststance, In 1976 and 1978 Prestdent
Nimeiri vistted the U.,S, and U,5,-Sudanese relations have tmproved
markedly tn recent ysears,

B. U.S. Interests and Cbjectives

1. Peace in the Middle East

A major objective of U,S. foreign policy ts the
achievement of a comprehensive and lasting peace 1n the Middle East,
The realtzation of an Egyptian-Israelt Peace Agreement has latd the
cornerstone of a comprehensive peace, Over the longer term, U.S,
policy alms at a satisfactory evaluation of political and economic
relattons between all countries tn the region. The GOS has demon-
strated by 1ts actions that 1t shares the U,S, desire to seek a
peaceful comorehenstve resolution of Middle East differences ard an
end to the state of tenston which has adversely affected the well-
betng of the people throughout the region, The continutng ability
and willingness of the GOS to conttnue tts support of the Middle
East peace process will depend on 1) domestic poltitical stabiltty;
2} avotding short-term deterioration tn the Sudan's standard of
1tving; and 3) obtatning suffictent foreign assistance to stabtltze
the economy and permit an accelerated development effort,

2, Domestic Polttical Stability

The democrattc reforms undertaken by the GOS have
contrtbuted significantly to the achievement of nattonal unity and
stability tn Sudan, Recognizing thts accomplishment and Sudan's
favorable human rights record, the U.S, Government supports the GOS
tn tts continutng efforts to maintatn stability both wtthin and
beyond tts borders,



3. Economic Stahility and Develooment

The Sudanese econcmy has great develooment cotential,
However, due to external factors and recognizsd wsaknesses i1 past
management of the economy, this potential has not teen efficiently
and effectively expioitead, In order to resume long-term growth and
development, recovery from the current financiat crists {s essential,
Economic stabtltzatton s “herefaore a major obiective of U.S. assis-
tance to Sudan and ts considered necessary towards 2stablishtng 1
¢ltmate within which the longer %2rm Zevelopment sbiectives of U.S.
econcmic assistance (see follewing section IIl.C.) can be realized,

g
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4. U.S. Bustness Inves*ments

U.S, ccmmercial firms have investments of appreximately
$40 million in the Sudan. The contributicn that U.S. economic assis-
tance will make towards achteving political and economtc stabflity
wtll tn turn serve to protact U.S, commerctal interests.

5. Prosoects far 011

For many vears U.,S. firms have explored for commercial
otl degosits in Sudan. In May 13979 a 500 harrel per day well was
tapped 1n the southwestzrn cart of Sudan, and the potential for further
dtscovertes ts constderad very favorable., Significant findings would
make Sudan less dependent on its neightors for petroleum supplies, as
well as tncrease overall world supplies, Although U.S. econcmic
asststance will not directly sunport these efforts 4t will, nevzrtheless,
promote the economtc and political stability necessary for such efforts
to continue,

C. U.S, fconomic Assistance Program

1. A.1.D. Strategy

A.l.D.'s program strategy for econcmic assistance to
the Sudan focuses on problams tn the tradittonal agricultural sector
where, autside the mainstream of econemic activity, the largest and
pcorest population groups in Sudan remain, The traditicnal farmers
and nomadic groups faliing ints thts category zzmorise well over
hal# the country's total zeculation of scme 17 aillion, Al<though
thinly scattered over vast gecgripnic areas, the largest numbers of
Joor are in %he southern and west2rn crovinces (Nor“h and Scu%h
Lrdotan, Nor+th and Seuth Jarur). These coor represent A.I.D.'s
main target groups for eccnomic assistance.



USAID/Sudan's Country Development Strategy Statement /(DSS)
concluded that the most critical constraints to assisting these
traditional and nomadic farmers are: 1) the country's current
financial crisis, which has seriously restricted the availability
of foreign exchange ard budgetary resources for development; 2) a
desperately weak transportation system; and 3) a Timited under-
standing of the traditional sector. In view of these constraints,
A.1.D.'s strategy {s to maximize the balance of payments and local
currency content of the A.I.D. program, direct these resources to
the maximum extent possible toward improving transnortation and
rural technology, and concentrate development efforts primarily in
the South and the West.

2. A.1.D. Program Elements

At present,the A,I.0, program for Sudan is comprised
of three major categories. The proposed Commodity Import Program
will be a fourth,

a. Development Assistance

A.1.D. resumed bilateral development assistance
to Sudan in FY 1978 with an obligation of $7.6 million for projects
(totaling $50 million {n life-of-project USG contributions) in
rural health and agriculture development. In the health sector
A.1.D, assistance is directed to improving the implementation of
the Government's Primary Health Care Program, the most important
element of tts Nattonal Health Plan. This ts a comprehensivsa,
community-based, health delivery system which ts specifically
designed to reach the rural poor farmers and nomads and which relies
en community (self-help) partictpation,

In the agricultural sector A.1.D. assistance focuses on Improving
the productivity of traditional agriculture and livestock herding,
the only means Ly which the Sudanese poor majority subsist., This
wil1l be accomplished by developing and strengthening the capacity

of local tnstitutions to conduct applied research, tratn agricultural
exterstonists and extend relevant services, inputs and implements to
small-scale farmers and herders.

As projects approved in FY 1972 move into thetr inittal stage of
field implementatton, USAID/Sudan is ccmplettng the design of sev-
eral new projects, tncluding:

-- rural roads development in the south, by far the poorest
and most tsolated part of the country; and
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= rural development planning, 1n support 0F the Government's
effcrts o devolve more authority %o the 2rovincial
governments,
A.I1.D. exzects *to obligate some 317 million during FY 1379 for these
new and ongcing projects. The total USC 1ife-of-croject commitment
to these new activities {5 expectad <o te abcut 34 anillien.

Ouring 7Y 1580 A.I.D. proceses to provide atout 220 million for
ongoing projects and new interventicns in:

-~ sector support for rural agriculture develorment;

-= transportaticn develapment (Juta-Kenya rcad 11nk) in the
south; and

-- sector support for key rural health development activities.

It 1s expectad that total USG life-of-oroject commi“ments to these
new activitties will be about $1C8 million. Annex Il provides more
{nformation oen A.I.D0. project assistance in Sudan.

b. P.L. 430 Assistance

The U.S, has been providing 3 small amount of

P.L. 480 (Titles I and II) assistance since the early 1960s, However,
with the resumption of the bilateral program, the amount of P.L. 480
assistance has increased from $12.2 million in FY 19878 ($10.3 million

£ which was in Ti%le ! wheat sales) to a projectad level of $23 mil-
11en tn FY 1680 (522 m11lieon of which will be in a Title IIl wheat
program). Sucdan ts the first African country %o sutmit a proposal

for a P.L. 480 Titlae I!Il program. The prcposal, currently under
intar-agency review, regquests 31200 million tn wheat sales for the
U.S. FY 1980-84 period.

¢. Reaional Projectis

Sudan benefits from a numper a¥ centrally-funded
worldwide or Africa regional projects providing assistance in:

== aquatic weed management,

-« rodent and s2st <ontrel,

-= matarnal and cAild health/family olanning;
-=- manpcwer iraining;

-~ envirormental studies, and

-- scienca and tachnolcgy,
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IV, Grant Jus=ification

A. Structure and Cevelocment of the Sydanese EZconomy

1. Structure of the Economy

a. General

Sudan, the largest country in Africa, lies across
the middle reaches of the Nile River and is 2bout one-third the size
of the continental United States. The country supports a populatien
of 17 million (mid-1978 estimate), 85% of which live in rural areas.
Agriculture is the most important sector and accounted for 35%

Gross Ocmestic Product (GDP) in GO FY 1978. OQther major contributors
to GDP include trade and finance, 25%; goverrment and cther services
15%, and manufacturing, 10%.

Although Sudan's potantial for economic development is good, the
country ncw ranks among the 25 1east19eve1oped countries of the world.
[n 1973 per capita income was $§ 310 ~ ; and Sudan is rated at only

35 on the Ove;§eas Devel opment Council's physical quality of life
index (POLI) Litaracy is estimated 2t 19% and 1ife expectancy

is 30 years,

D. Potential and Constraints

Sudan's rich and varied natural resource base offers
good potential for economic develocment. While much of the land is
desert, there are still vast unused areas availadle for agriculture
and livestock. Unused volumes of water for irrigation, favorable
growing conditions, and a low populaticn density also enhance the
prospects for developing agriculture.

Of the country's total land area of 625 million acres, 2C0 million is
good arable soil with enough rain for most crops. Sa far only about
20 million deres-is cultivated and GCS develooment offorts focus
largely on exploiting this potential. In addition tc arablie land,
there are about 80 nillion acres of nas*ure lands which are only
sparsely settled by traditional herdsmen. Livestack ureed1ng is
carried out in a nomadic framework and the potantial for develoging

a livestock indussiry is great,

1/ Convertad at the ratz of LS 1 = U5, § 2,30
2/ The POLI measures 1ifs axpectancy, infant mortality and Titeracy

on 3 scala of 1 +3 100. Trhe lavel that 2quals over<ziming the
werst impacts of 35solut2 foverty is rougniy 75-77,
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While exploitation of Sudan's agricultural resource base continues

to be a focus of develcpment efforts, the GOS has also deen searching
for o1l over the past few years., Just recently 1 30C-gallon a day

well was *tapped and future prospects are gcod. Thuys--with unusad land,
unused water, favoratle growing conditions, the absence of population
pressures, and good oraspec+s for finding oil--Sudan ras the potantial
for rapid economic develcpment.

While blessad with this great potential, Sudan also faces formidable
constraints., The country's vastness is perhaps the most serious.
Though much effort has been made to improve accessibility to produc-
tive areas and Sudan's widely scattered population, the transportation
infrastruycture remains grossly inadequate. Another major constraint
is the lack of human resources. Labor is scarce during peak agricule
tural seasons, and the atiractiveness of employment opportunities in
the more prosperous countries in the region drain Sucdan of valuable
human resources, baoth skilled and unskilled.

Historically, freguent changes in government detarred private invest-
ment and the pursuit of sustained development efforts. Civil strife
in the south also drained scarce resources into the military budget
and contributed o virtually staanant economic drowth. Though oolitical
stability is improved today, overly ambitious develcpment efforts in
earliar years created financial constraints which now add a further
dimension to the challenge of development.

Ce Productive Sectors

i. Agriculture

Sudan's economy is dominatad by the agricul-
tural sector, which constitutas 35-40% of GOP and generates about
95% of exports, This sector also supplies most of the raw materials
to the agro-basad industrial sactor and provides employment for two-
thirds of the population.

The major cash crops are ca*ton, the country's main foreign exchange
earner; sroundnuts; sasame;and gum arabic, Sorghum is the staple
food croo, 31though there is a growing taste prefarenca for wneat.

In recant vears, emgnasis has 2een claced on incrz2asing wneat produc-
tion o achieve domestic selif-sufficiency and %o supoly regignal
exper* markets. Large numbers of live animals, particularly camels
and sneep, are 2xgortad 9 Igypt and other Arap countries.
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The agricultural sector is compesed of two distinct narts. The
first is the publicly administared irrigation schemes concentrated
along the tanks of the Mile and i%ts tributaries, The second is the
rainfed areas, where farming is ~arried out mostly by traditional
methods, 21though mechanization is of growing importance,

The irrigated schemes comprise large consolidated areas such as the
Gezira (about 2 million acres) and a number of smaller schemes z2long
the B8lue and White Niles. Control Management Boards undertake the
major production decisions, prescribe the cropping patterns, and
provide the necassary inputs. Land and irrigation services are
supplied by the Government. The farmers are allotted tenancy units
varying in size between 15 and 40 feddans and are in charge of
individual field preparation, cultivation, and harvesting.

Historically, these scheme: were conceivad for the cultivation of
¢cotton as the only cash crop. However, after a sharp rise in world
cereal pricss in 1974, the GJS decided %o expand the production of
wheat to prcmote self-sufficiency in basic foodstuffs. As a result,
frrigated land allocated to cotton was reduced. This effort has had
disappointing results to date, and land allocations are being changed
again to favor the procduction of cotton,

The rainfed agricultural areas to the west and east of the Nile
support mostly traditional farmers and herdsmen, Major crops include
sorghum, millet, and oilseeds. Gum arabic trees are also cropped.
Livestock breeding of cattle, sheep, goats, and camels is carried

out mainly 9n a nomadic basis.

Though agriculture is still largely traditional in the rainfed areas;
two avents occurred in the early 1970's to accelerate production and
the application of more modern production +tschnologies. 7The first
was the strong incentives created by rapid increases in the world
market grices for groundnuts, sesame, and gum arabic., Traditional
farmers responded by expanding the production of cash <roos, particu-
larly groundnuts. The second factor was the improvement of transport-
links facilitating the marketing of crops and the develosment of
mechanized farms. As a result of these developments, rainfsd acreage
expanded frem 9:6 million to 13.4 miilion feddans over the 1970-75
period.

ii. Industrv
——————
Sudanese industrias are ¢losely linkad %0 the

agricuyltural sectsr, Although industry is still 2 relatively small
part of the aconomy, there is consideradie sctantial for its axpansion,
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particularly in the processing of cutput from the agricultural sectors
The mos*t important industries are those producing textiles, flour,
vegetable oils, shoes,and sugar. All of these are intarsive usars

of locally available raw material inputs, and all have been established
in Sudan for over ten years,

ifi. Public Sector

Tne public sector also plays un important role
in the productive structure of the economy. Apart from providing
the usual economic infrastructure such as power and water supplies,

t manages all of the modern irrigation facilities in the agricultural
sector, runs the ports and railways networks, and owns a significant puartion
(see page 32) of industrial enterprises. At the same time, the GQS is
promoting private sector investment in selected sectows and extending
incentives to attract foreign investment.

iv. Foreian Trade

Sudan's principai exports are cotton (50%),
groundnuts (16%), sesame (10%), and gum arahic (6%). Major imports
include machinery and transport equipment (40%), foodstuffs and
tobacco (13%) and raw materials, including petroleum products (12%).
The country's main trading partners are the UK, India, FRG, US (10%),
PRC, and USSR,

2. Economic Develooment to 1373

a, 1899-1955: 3ritish Es*ahlish 3asic Infrasiructure
and Pattarn of Develocment.

~ Sudan's modern econcmic da2velopment hegan 5G to 80
years 190 when the 3ritish constructed a port and the basic railroad
system in existence today. In the 1920's they also developed the
huge Gezira irrigation scheme. Together thess investments provided
the impetus to Sudan's development and are still of major importance
today.

5. 1958-7266: Political Instanil{*y and Zcznemic

Stacnatian

ftar indeoendence in 1958 Sucdan went through a long
period of 2¢snemic stagnaticn as a result of frequent changes in
Jovernmen<s and 3 castly i7-year civil war in the South. Up %o 1367
ecancmic Srowsh averaged 3-4 gerzant, mest a7 this taking slacs in
tne irrizatad schemes of the 3lue Nile Region.
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c. 1967-1371: Exneriment with Centralized Stata

Socialism

From 1567 2o 1371, development 2ffor<s were
guided by the Government's experiment with centralized state
socialism. Economic tcols used during this perioa included a

highly centralized five-year nlan, almost comolete reliance on

public sactor investment, nationalization of private snterprises,

and reiiance on aid and bilateral %rade agresments with the socialist
countries, Although the socialist countries made large aid pledges,
these pledges often failed to materialize into large disbursements.,
World 3ank and Western donor 3id, 3long with privatz investment almost
ceased; public sector inves<iments and the nationalized firms did poorly;
and the war in the South continued to drain rescurces away from develop-
ment. The result was tnat the economy did even peorer during this
period then in the years prior to 1967, Real GCP growth frocm FY 1667

to 1977 averaged about 2.5 percent a vear--just apout matching popula-
tion growth,

d. 1972-1373: Change in Develocment Philosoohy

By 1971 it was clear that G0S' 2conomic policies were
not working. Another factar prompting a change in policies was the
unsuccessful coup attempt Dy the Sudanese Cemmunist Party in July 1971
After this event, Sudan's domestic and foreign policies started to
change. The GOS began encouraging private sector development and
making greatar yse of price incantives to increase production. Most
locally-owned businesses confiscated during 1570 were returned to
their former cwners anc agreements were made witn forzign-owned
businesses. which had teen nationalized. Trade with the U.S. and
other market ecanomies increasad suybstantially whiles trade with the
Communist countries, exceot the PRC, decreased. The Government also
tegan seexing foreign investment and technology. Economic growth
increased to 4-5% during this transition period, and the stage was
set for attempting a major national development effort,

3. Current tconcmic and Financial Crisis

1. (0S Cevelgocment Stratsay

Sudan's curren* aczneomic difficulsies Zates Sack *o GOS
Ft 1374 when the CS becan an ampizious drive ta improve “he nation's
iradequatz ftransper: infrastructure; achisye selifesysficiency in a
number of basic commedisies, notadbly wheat, sugar, and t2xtiiss; and
increase producticn of nigh-value cash crops, rfarticuiarly groundnu*s.
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To launch this effort, the Government presared an Interim Action
Program [IAP) o reorder sricrities under the Second Five-Year Plan
[SFYP) (FY 19371-19735) and to ex*and the Plan to FY 1577. The SFYP
investment program had given first priority t3 develooing agricul-
ture, but in 15373 the Government decided tha*t strengthening the
country's inadecquate transpcrtation infrastructure was the most
critical development need. Accordingly, the IAP assicned first
priority to improving transport and ccmmunications and second
pricrity to increasing the cormes*tic production of such vital
commodities as wheat, sugar ard textiles. [t was expected that by
the early 1980's Sudan would be a net exporter of these items,
which together had accounted for 34% ofyerchandise imcorts over the
preyious three years. [t was further Selieved that achievement

of this goal weuld generate foreign exchange for importing the
capital goods and intermediate products reeded to increise the
country's low, but growing, capital stock.

Influencing this stratsgy were world market demand and price trends
for cotton and cereals., In 197¢ however Sudan becan having difficulty
marketing cotton due to the world-wide racession. Unsold stocks of
cotton were piling up at the docks at the same time ceral prices

were moving sharply upward. As a result, the country's

trade account deteriorated due to sluggish cotton sales on one hand
and the rising cost of wheat and sugar (among other things) on the
other, This situation encouraged the GJS to in¢rease wheat and

sugar output, ‘both to substitute for imparts and %o diversify the
export -hase over the longer run,

At the end of the IAP in Jurne 1977, a new Six-Year Plan (FY 1978-1983)
followed. This plan was %0 capitalize on the new infrastructure

base achieved under the IAP and was to give highest priority to the
development of agriculture,

2. Development Stri*eayv Results

a. Agriculture

To implement the agricultuyral program, coticn
acreige was reducad 5y 20 %0 20 cercent *o accommodate other Crops,
orincipally wheat and grouncdnuts. Financial incentives were
structured %o encourage this shift in preduction in the following
manner.

-~ 3rofit sharing reiaticnsiips w~ers made acdverss %2 2o%t%an
praduction. In return for land, irricaticn and other
arenaration and manaceriial servicas, *he Zcvernment and
Cantral Management 2o0ard %:zck 3 %1 cercant share of the
net cot*an proczeds, while allewing the 4t2nants ull
senefit of the Jther <roos,
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-- (otton exports were heavily taxed and their procseds were

subjected to the official axchange rata (*then LSd 7 = USS 2.87).
Export proceeds of other crops were conver*ed at the ratz of
18Tz gt 2 20

(W] Vww bewiy

Because of these disincentives %o growing cotton, farmers shifted their
use of inputs *to other crops and the rnsu1t1ng decline in cotton yields
zompounded the fall in cotton production due to cutbacks in acreage.

The impact of land reallocation and the incentive s*ructurs is indi-
ated in the production figures for cot*on and wheat, the most signi-
ficant crops affected. From FY 1971 to 1975, cotton acreage remained
largely unchanged at 1.2 million fedcans and output fluctuatad
between 1.0 million bales and 1.2 million bales, However, in FY 1976
cotton ac'eage was cut back by about 20% in order tc make mcre land
available for wheat production. Consequently, production fell
sharply in FY 1976 by almost 0% to 575,000 bales. VYields in the
Gezira also fell to 2.8 kantars per feddan, the lowest level recorded
since FY 1364,

8ecausea of this fall in production, cotton export earnings declined
sharply as well and attempts were made at restoring acreage to the
previous level of 1,2 millicn feddans. By FY 1978, cotton acreage
had reached 1.14 million feddans, OQutput recovered to 782,0CC bales
in FY 1277 and 1,025,000 bales in FY 1978, but sti11 remained below
the level of the FY 1975 season,

Yields also rose to 3.8 kantars per faddan, but this was still
historically low. In addition to the incentive structure, other
factors causing the decline in yields have been a rapid deteriora-
tion in the caralization and pump equipment used in the pump schemes
along the 3lue and White Niles; the competition of other crops for
water; and insufficient weeding of the canals.

Tentative estimates indicate production fell from 1,025,000 bales in
FY 1973 to 2¢5,000 bales in FY 1979, This decline was due mostly

to a reduction in cctton acreage in the Gezira as a resul® of floods
in July 1978, Total Acreage planted in FY 1979 was es<imated at
1.06 million feddans,

Whea* cutout increased “rom 225,300 *ons in FY 1374 o ?T,,VCO tons
fn 7Y 1972, However, in Ff7 1372 Jjutout declined to an es+timatad
256,2CQ *tcons, while overall acreiage remained the same a% atcu?

53¢, 3C0 recdans. Yields aiso declined significantly over %his

period from 367 «ilograms cer “sddan in 7Y 1374 <o ="0u. iz ﬂ <ilo=-
grams in 7Y 1373, The national averace yield of a>cut 3.3 ton per

Y

faddan is Yow comrared <0 yislds Se+tween 1.% 1ad 2.0 *ans Jc tained
a%t resaarzn st3tions, Facears Mntr’.":u':'?ng 5 declini vields are
soor seed, inacequat2 1anc laveling, lats scwing, weeds, inadequata
irrigasticn, inadecuats Fartilization, and 2xcassiva lgsses <ue %0

- e Vi -

de:a/s i1 narvesting.
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Despite a sharp rise in consumption, wheat output now fuifills
about twe-third of domestic requirements, as opposed to about 53
percent in FY 1974, However, the drive toward self-sufficiency
undertaken since 1974 has been achieved only at a nigh opportunity
cost in terms of alternative crops. For example, it is estimated
that had cotton and groundnuts been plantea on the 625,000 feddans
in public entities cultivatea with wheat in FY 1977, net foreign
exchange earnizgs at 1975-77 prices would have increasad bdy

$ 150 miliion. It has been concluded, therefore, that the realloca-
tion of land and the incentive pattern developed over the past
several years have been inconsistent with Sudan's comparative
advantage, which lies in cotton ana groundnut cultivation. The
shift in emphasis to wheat production has resulted in a substantial
misallocation of resources and a significant reduction in net foreign
exchange earnings; consequently, it has been a major factor contri-
buting to the current financial crisis.

Groundnuts are Sudan's second most important foreign exchange
earner. Production fell sharply in FY 1977 because of cutbacks in
irrigated areas sown, but recovered in FY 1978 aue mostly to a
doubling of cultivated areas in Kordofan. However, because of the
remoteness of tnis area, tnere was ditficulty in transporting the
FY 1978 crop to the port. Railway capacity was inacequate and
emergency provisions were put into efrect by using army trucks.
Because or these transportation probiems, farmers reducea the
acreage for groundnuts in FY 1979. Serious flooding in 1978 also
caused acreage in Gezira to be reduced by 12% and total production
in FY 1979 is estimated to have declined 18%.

in general, the production of all major crops declinea in 1978 due

to serious flooding. Yields also declined because foreign exchange
shortages prevented the importation of necessary inputs, 1ncluding

fertilizer, herbicices, pesticides, and machinery.

b. Industry

In addition to wheat, eftorts to achieve self-
sufficiency in basic commodities have focused on textiies and sugar.
As in agriculture, these industries ana others are seriously
constrained by transport problems and shortages of foreign exchange.

i. Textiles
In FY 1975 the textile industry produced a

little over a fourth of domestic demana for fabrics. The opening
of new productive capacity since then now enables the industry to
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satisfy about three-quarters of local needs. Specialization also
has developed in the production of gray cloth and spun yarn, which
will allow Sudan to start exporting textiies in the near *uture.
As was the case with other industries in FY 1978, the textile
industry suffered from production cuts due to shortages of power
and spare parts.

ii. Sugar

Efforts to achieve self-sufficiency in sugar
production have not progressed as fast as originally planned. In
rY 1975 it was orojected that productive capacity would expand to
meet this goal by FY 1979. However, due to cost overruns and the
unavailability of financing, the expansion of productive capacity
has been delayed. At present, local plants satisfy about half or
Sudan's domestic requirements.

iii. Other Industries

Sudan's other industries have been piagued in
particular by the shortage of foreian exchange. A report on
industrial production recently drafted by a special Parliamentary
commission revealed that the capacity of utilization of most
industries was about 30%. In the food processing industry, shortages
of foreign exchange for the importation of tins has resulted in steep
cutbacks in production. Tanneries have also cut back oroducticn
due to the short supply of necessary imported chemicials. The
newly established import substitution industry producing steel pipe
and bars has been particularly susceptible to foreign exchange
shortages and has been operating well below its capacity. The dry cell
battery industry is now being similarly threatened as well. In
both agriculture and industry, the lack of fo eign exchange and in-
adequate supporting infrastructure are two of the most critical bottle-
nects to increase production.

c. Infrastructure

Actual public expenditures under the amended Second
Five Year Plan (FY 1971-1975) reflect the shift in priorities to
develop the nation's physical infrastructure. Actual investments for
"Transportation, Communications, and Power" represented 32% of total
expenditures over the plan period, compared to the 20% originally
planned. Since FY 1975 these expenditures have averaged about 24-2€%
of total development budget outlays. Transnort equipment also accounted
for the largest increase in imports from 1973 to 1977.
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AR :rans;crta'ion infrastructurs remaing qrassly 1naceguacte, a
numecer of malcr transcort crojects financzd uncer %the O: investrent
srograms shculd te ccmpigted in apour twe yedrs. These inciuce an
upgrading of tne ogerations and hanciing capacity a% Pcrt Sudan,
cemplat 1:n or a road hetween Port Sudan and «arszum, and tre
’e‘1v='/ T 20 1cccmetives t0 ingrezse tne rziiway ~arr/1nc casacity.
Thcugh tnese develccments will nelp ai.evfa:e sne transzertation
¢ansiraint, cantinuing uavn‘ﬂf*e"‘= afrorts and rescurcas will bde
requirsd 3 meet totn existing and future demancs.

Power snortages and limited teleccrmunicaticn facilities also
censsrain develooment a¥iir<s in sudzn. At present, imcorted ail
and hydrcetectiricity are the main scurcas of energy. Ln recent years
Sudan's increasing cemands fcr energy nave far cutpaced supply. At
this time, power raticning is :eing practicec in Kharioum such %that
most areas of the city are without elac¢tiricity for 5-7 nours during
the cay and/ar nignt. Teie:nc.e cerrmunications are inaceguats and
urrn] 2die, and availaniitty of talex Tines also falls far shert o1
eeds,

3., Financial Crisis

a. Public Finance

Inplementing the develooment effort cescriced abave
invaived expensive jnvestments 1n incustry, infrastructure, and
irricated agriculture. Frem FY 1974 to #Y 1975, devalcpment 2xzen-
citures supcerting tnese programs rose froem § 125 miliicn to § €00

million equivalent. Recurrent excencitures cutgaced revenue collec-
ticns over tne ,er1od and many ¢f tne pudblic corgoraticns failed to
generat2 surpluses. As a resulzc, development bucget expengitures

have had to be rtinanced entireiy thesugh demestic anag foreign loans.
Reccurse to demestic bank financing 1ncreased frem azcut § 20 million
equivalent in FY 1975 to $ 370 miilicn in FY 1877, and tnis nas Leen
the main vactor contributing %0 recant fnflationary trends. Since

F{ 1975, the ccnsumer pric2 index has increased 2% :n 2verage annual
rata of more than 2f¢ percent.

5., ZFalanca 97 2aymen<s

Tre =cst immediate and severe prstism resuiting frem
sast zefigiancas in tne management 27 tne scincmy 15 the Sresant
salanca cf sayments (3CP) zrisis. Fram an averace annuzi Zefizis of
$ 27 milicon durtng tne serteg FY 1377-1373, Tne current acsIunt
devicis rece 42 5 487 mitlicn in Y 1373 (32 Annex . Tasla ).
Sinca 7 1373 <he zericit nas axzgzeced I ACC nitiicm, widh the
axcansizn ot 77 1378 wnen it zeciiree w2 3 230 miliien. Tha Zeficic
was 5 225 miii1:m in FY 137% and s ss<imatee 2t § 4TI wiilizn in
- VA



The deterioration in the current account began aeveloping in FY 197§
wnen the volume of cotton exporis fa2ll sharply in respense fc

sluggish world market cemand. At the same time, there was 2 steep rise
in the volume of imperts reflecting the sharp expansion 1n public
investment curing the miZ-70°s. Steep increases in import pricsas

for netroleum products and intermediate procducts also czntributed
signiticantly %9 tne increase in import costs.

In tne ensuing years, export performance has continued t2 te poor
due primarily to reduced volumes ot cotton exports. These lower
levels are atiributed mainly to tne bias 1n financial incentives
against cotton preduction and the reallocations of land from cotton
to wheat producticon in tne major public irrigation schemes. High
import leveis cocntinued to reflect the substantial requirements of
the GJS to implement its ambitious development programs.

While import nrices rose sharpnly over the period, world market
prices for Sudan's principal exports, cotton and oilseeds, have
risen rapidly. Tnerefore, the tarms ot trade nave hezn less of

a factor in the cdeterjoration of the current account than has been
the case in other develeoping countries (See Annex I Table 4),

Net disbursements fraem foreign loans and other capital inflows

have not been hign enough %o cover the current account deficits and,
as a result, there has been a severe drain on foreign reserves,

From the end of 1974 to the end of 1978, gross international reserves
declined frem § 125 miliion to § 25 miliion. As foreign reserves

ran out, the accumulation of arrears on external debt repayments
became unavcidable., By January 1979 arrearages totaled about

US $990 million.

A closer look at the export performance shows that earnings rose
from $ 430 million in FY 1975 to 3 605 (estimate) in FY 1979, or

at an annua! average rate of 10%, However, the increises came
mainly in FY 1976 and FY 1979, with 1ittle growth in the intarvening
years, Moreover, as Table 4 indicatas, the averall ingcrease largely
reflects substantial worid market price increasas for Suaan's exports,
txport vclume did not increase significantly and some itams, notably
cotton, declined. Thus, despite the overall increase 1n 2arnings,
export performanca fell {ar belcw sotantial due $2 the qecline in
export vclume. Further indication of this disappointing performance
1s retlectad {n the orogor+icn of axperts to GOP, whica fa2ll from
(4% 20 7% Trom 7Y 19771 o 7Y 1978.
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From FY 1971 to FY 1975 tne relative share of cotton exper:t 2arnings
to tota) excort earnings fel: frem 352% %0.37% and recovered o 54%
fn FY 1978 and FY 1579. Hewever, over tre seyen-year pericd 2nding
in FY 1978, tnhe volume of cotton exports declinea 36% (Table ).
Nevertheless, hecause of world market crics 1ncreasas tar cstion,
especially afzer 1976, cottcn export eirnings were maintained at

about US S2C0 miliion frem FY 19735 to -7 13/3,

Cotton earnings (Table 3) and praduction figures (Table 1) do not
necessarity paraliei each other. Cotton is sometimes stocikpiled
wnen wor!d market demand slackens and, because of tnis, acstual
export snipsments ot coticn have ta2nded to te less erratic than
procucticn. Thus, in addition to price increases, this helgs
explain why Sudan has maintained a relatively high and steady

¢otton export 2arnings level despita the substantsal fali in produc-
tion,

Exports of groundruts, Sudan's seccnd most imaertant foreign exchange
garner, have 23150 teen sluggish in recent years, From FY 1875 to

FY 1978 the reiative share of grouncruts %o total exports fell from
21% to 15%. Actual earnings fell from § 100 mi1lion to § &4 million.
This decline was most likely in response *to decreasing prices

on the worle markez. Ouring 1¥78 prices rebcunded and groundnut
export earnings are estimated to have increased, gespite trinsportation
probiems and the aagverse effects of flocds. Other exports, particu-
larly sesame seeds, have benefitted from improved market conditions:
and constraints to higher exports have ceen supply, rather than

gemand related,

Imports averaced about $ 1 billicn between FY 1975 and FY 1377, rose

to §$ 1.2 billion in FY 1978, anc are projected to reach $ 1.3 billion
in FY 1979. From FY 1974 to FY 1578 the proportion of foodstuffs

to total 1mports declined from 24% to 14%, while the share of machinery
and manutaciured goods rose from 4135 to 57%. Tnis reflects purchases
for the public sector's develcpment procrams (see Annex I, Table 7).
The share of raw materiais (including petroleum products and chemicals)
remained relazively constant. Most of the jncrease in the ccosts of
imports from 7Y 1675 %0 FY 1978 were financed 0Oy increiases in unrequitad
transfers. Thesa rose from § 101 million in FY 1975 to an sstimated

$ 270 millien in FY 1879 ana rerlect grivate %ransfers frcm Sudanese
working abroad and remittances that finance imports under tne nil-value
license scheme {sae Section Y.3.).
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Net canital inflows deciined from § 424 mitlion in FY 1675 to § 65
million in FY 1373. 1his has been antirely due to a reducticn in
darawings cn foreign loans, as dedbt amer=izaticn remained 1% an
annual average of § 63 million over this pericd. Cespite the reduc-
tien in arawings, new ccmmitments averaced over I 5C0 million, with
bilateral covernment loans constituting over 50% of this amount.

In Fr 1979 gross drawings are estimated to te considerably higher
due to disbursements frem a § 200 mi1lien casn loan from Saudi
Arabia, $ 38 miliion from tne IMF Trust Fund, and new ccmmitments

of about % 3CQ miilion from other sources.

Total aiscursed and cutstanding external dekt rose trem $ 1.6

billion at the end of 1976 to § 2.1 billion at the end of 1978 (see
Annex I, Table 12). Because of probiems with project acministration
and implementation, disbursements fcor project loans have slowea

down. In the recent past, the overali maturity structure of %the

debt has teen shortened ang this nhas centributea to renayment problems
and the accumuiation ot arrears,

34, ctconemic Grawth: FY 1974-Fy 1979

From FY 1674 to FY 1979, economic growth in real terms
averaced akcut 4-5% annuatly, Sut this growth fiuctuated consiaerably,
For exampls, in FY 1978 the econcmy was estimated to have grown by
12%, but in FY 197¢ the growth rate was marginally negative., The
negative growth for Fr 1979 was dus largeiy to (1) flooding which
causad declines 1n agricultural cutput, and (2) a consiaerable slow-
down in ndustrial growth because of snortages of spare garts and
raw matarials,

Since the early 1970's,the share or agriculture and livestock in
GUP has declined from about 40% to 353, while manufacturing's share
has risen slightly from 9% to 10%. Commerce and finance grew
steadily over the period, maintaining abcut a 25% share of GDP.

Ihe rastest grcwth sector hac been government and other services,
which new accounts rtor about 15% of GOP.

C. Corrective Measures

3y eariy 1973, the 20S realized that major chances in
ecsnemic and financial peclicies were r2qured to stabiiizz the a2concmy
and resume sustained leng term growth. Major acticns taxen by the
Sovernment to dat2 include a revisad deveicgment siratecy, agraements
with tne IMF, afforts t2 obtain dent relief and rescneduling and
plans <3 implement a major program in 1580 tc Tnerease sxgeris.
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1. Revised Development Strategy

Recognizing the reaiities of tne economic situation as
aescrioed 1n the foregoing secticis, tne GUS has reassesed the
strateqy of its Six Year Plan (SYP) ana adopted a revicsed three-year
Public Investment Program (PIP) encompassing the foliowing strategies:

a. completion of projects alreaay under implementation
as quickly as possible;

b. renabilitation of already completed (especially
export-oriented) projects whose productivity is
declining;

¢. expansion of the national intrastructure,
especially power and transport; and

d. allocation of new sort loans ana grants to
item b, above and gap financing to itema. above,.

In contrast to the SYP, the PIP provides tor a 16% lower level of
investment and a neavier concentration ot resources on transport,
telecommunications, and energy. Although self-sufficiency in wheat
remains a major goal of the GOS, the PIP will ptace particular
emphasis on increasing cotton and groundnut production, commodities
in which sSudan has a greater comparative advantage on world markets.

2. IMF Agreements

a. FY 1979 Program

The GOS has also sougnt the financial and advisory
aid of the IMF (Fund) to assist it in 1ts stabilization efrorts. In
June 1978, tne Government signed an agreement with the rund which
enabled Suaan to purcnase a first credit tranche-in the amount of
SUR 30 million. Tne program under the agreement provided for a
devaluation of the pound, cost restructuring in the agricuitural
sector, fiscal and monetary restraints, and limitations on external
borrowing and further increases in arrears on external payments. In
compliance with this program, tne GOS took the following actions:

-- devaluation of the pound by 25% on June 8, 1978,

-- establishment of a prcgressive profit sharing formula
on cotton;
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-- imposition of land and water charges on crops otner
than cotton cultivated on public irrigation schemes
(March 20, 1979);

-- abotlishment of export taxes on cotton commencing with
the FY 1980 crop; and

-- stated its intention not *o increase the producer's
price ot wheat prior to Juiy 1980.

As most of the above measures have been only recently taken, it is
not yet possible to assess their impact. However, they go a long

way toward recasting the pattern of rinancial incentives along the
1ines consistent witn Sudan's comparative advantage in agriculture.

The FY 1979 program alsoc provided for limiting bank financing of the
budget to LS 120 million and for a total increase in net aomestic
assets of the banking system to LS 200 miilion. The currently
anticipated results are for net bank financing of the budget of

LS 130 million and an increase in the net domestic assets or the
banking system or about LS 220 million.

b. FY 1980-FY 1482 Program

Recognizing that the structural weaknesses in
production and 1n public sector finances would best be corrected in
the context of a medium term economic and financial program, the
GOS in March 1979 agreed with the IMr to adopt a comprenensive
program for the three years FY 1980-1982. Tne agreement allowed
Sudan access to resources under an Extended Fund Facility in an
amount of SDR 200 mitlion (about § 260 miliion). The program is
essentially a continuation of tne stabilization efforts started in
1978, under the program, the GOS agreea to the following:

-- to pursue further the restructuring of cost/price
relationships 1nitiated 1n FY 1979 to ensure adequate
producer incentives in tne cultivation of key crops;

-- to reorient cropping pattarns in the irrigacted public
agricultural schemes towards tnose crops 1n which
Suaan nas a comparative advantage; and

-- to rehabilitate agricultural infrastructure and the
facilities used tor the processing of commodities.
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ile program also includes quantitative objectives such as an average
annual real growth rate in the economy of about 4%; limiting expansion
of domestic liquiaity to about 17% per annum; reducing the rate of
inflation from 25% to 10% by rY 1982, and decreasing the current
account deficit to $§ 400 mi11ion by Fy 1982.

3. Payment or Arrears and Debt Relief

Oebt relief and arrangements for tne payment of arrears
constitute a major part of GOS stabilization efforts. At the end of
January 1979, arrearages totaled an estimated $ 990 miliion equivalent.
Rescheduling agreements involving approximately 3 190 million have
aiready been concluded with Kuwait and Saudi Arabia. Of the remaining
$ 800 million, § 540 is official debt. Earlier, in 1978, some dedt
relief was also provided on official debt by West 3ermany ($ 218 million),
the U.x. ($ 10 million), ana the Netherlands ($ 19 million).

The Government has approached the raris Ciub about tne possibitities
of dealing witn the official debt, and a consortium of private banks

1s considering a rescneduling exercise to nelp alleviate the commercial
debt arrears problem, As part of tne IMF agreement, the GOS has
agreed to establish by the end of October 1979 a schedute for tne
elimination of arrears during the program period.

4, Export Action Program

In June 1980 the G0S plans to begin a major Export Action
rrogram (EAP) to bring about an increase in export proauction. Tne
program will focus on cotton, altnough groundnuts are also being
considered. The EAP is receiving major financial support through
program credits from the World B8ank ($ 40 mi1l1ion) and the EEC ?S 22
million). These commoaity credits will be used to provide equipment
and materials to improve the roliowing operations: irrigation, land
preparation, fertilizer distripution and pest control. The program
wiil aiso inciude action aimed at improving the timeliness of sowing,
harvesting and cuitivation practices. This program, and the GOS'
otner stabilization efforts, as described above, lend optimism to the
prospects tor economic recovery over tne fgext decade or so.

D. Economic Prospects

Sudan's iong term economic prospects appear quite good when
viewed in light of tne country's vast development potential and tne
bold corrective measures" now being undertaken. Reailistically,
tnough, it is likely to require at i1east a decade ror the wlS o
approach a more manageable control or the eccnemy. This assessment
1s particuiariy borne out by the most recent 30P projections for
Sudan (see Section E below).
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Looking to tne future, agricultural production should expand as
pricing and tax changes gradually taks etfect. The first phase of

the Ranad Scheme (1€0,000 acres) is rapidly coming into production

ang this shouid noticeanly boost cottan and groundnut producticn

Tor export. By the earty or mid-eighties three targe sugar factories,
now in various stages of development, should begin producing suffi-
cient quantities to cover domestic needs and to sell abroad. wmodern
livestock investments beginning ncw will also make contributions to
export earnings within a few years.

In the industrial sector, unused capacity can be employed to
significantly increase output, if sufficient financing is available
for spare parts and the supply of raw materiais is not impeded by
transport problems. Projects underway should gradually lessen the
constant power outaces and communication failures so detrimental

to the industrial sector.

Efforts underway to improve c¢argo handling at Port Sudan, ing¢rease
the capacity of the rajlway, ana improve the vitaily needed road
between Port Sudan and Khartoum should help alleviate the trans-
portation constraints. Moreover, in the next few years the tota)
mileage of pavea roads will increase almost tenfold, from 200 miles
to over 2,000 miles, Major cities in Sudan's modern agricultural
heartland will be connected for the first time by Ppaved roads to
Khartoum and Port Sudan,

On the financial front, the road to recovery will be a long and

hard cne. Yet, there are alreaqy scme encouraging signs. Prior

to the start ot the current stabilization program, the Sudanese had
alreaay made considerable progress towards reversing the excessively
expansionary financial trenas tnat prevailed through FY 1977.
Substantial reductions in tne growth rats of monetary aggregates
have oeen recorded, although monetary conditions in Sudan continue
To contribute to pressures on the domestic price level anag the
baiance of payments.

In view of these prospects, it is reasonable to project an overall
real growth of 4 to 5% over the next few years, with a gradual
reducticn in the rate of infration.

E. Neea for 3alancs of Pavments Assistance

8alance of paymen.s srojections caovering the perlod FY 1980Q-
1982 wers prepared by tae IMF in April 13879 ang are presantaq in
Annex I Tabls 3. GQver this period, exports are estimatad {9 rise
substantially at about 20% per 3annum in resconse 3 the rec2nt changes
in agricuizural policies. Impcrzs are excectad 0 garow 3t 2n annual
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rate of 10%, reducing the trade gap only slightly. Although wcriers'
remittances will continue to rise appreciaoly, these will not signifi-
cantly affect the trade dificit. Thus, an <ne basis of these
assumpticrs, 1t 1s estimated that Sy FY 1982 %ne current aczount will
still remain at a level of about § 4C0 miilion, compared to about

$ 500 milljon in FY 1979.

To tnis deficit, averaging atout $ 450 mi1lion a year, another § 250
million must be added annually for the amertizaticn of payments c¢n
existing debt. The IMF estimates assume tna: rescheculing arrange-
ments will te made so that tne payments of arrears do not start before
FY 1983. Therefore, assuming there is repayment only on existing debt,
the amount tg be Covered by ofricial capital disoursements will be
abecut § 700 million annually,

Disbursements from existing project ioans are expected to finance under
one tnird of the needed capital inflow. To finance the balance, it

is astimated tnat new committments averaging over ¢ 900 million annually
will be required. To be erfective, these new commitments must consist
largely of rast disbursing import financing, casn loans or grants, and
other nonproject assistance.

F. Proposed Cormodity Import Program

In consideration of the balance of payments needs identified
above and the objectives of the U.S., econcmic assistance program to
Sucan, A.I1.D. proposes tu grant the Government of Sudan § 50 million
from the Economic Support Fund. This grant will be utiiized through
a Commoaity Impart Program (CIP) to provide short-term balance of
payments relief, However, to the extant possible, commodities
financed under the grant will be selected on the basis of their
longer term impact on the BOvr as well, i.e. tneir contribution toward

-- increasing expert earnings,

-- redqucing import costs by means of import substitution,
and/or

- suypporting the maintenances or expansion of the nation’s
productive capacity.

commodities whicn the GO0S have tantatively proposed for financing are
shewn in Annex IV. [t is expected that § 12 miilicn of the § 30
million grant w111l te allccated for use Dy the privata secter.
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In support of the agricultural sector, CIP imports will pe usead
largely to impreve the productivity of wheat production. Wheat
selt surficiency remains a vasic long-term goal ot the GOS and
efforts will be made to expand production 1n tne Northern Nite
Provinces. [n these areas yieids are higner because the growing
season is longer ana <udanese farmers have had long experience with
the crop. Commedities proposed tor supperting these efforts include
wneat seed, land leveling equipment, tractors, and spares for
tractors and other agricultural equipment. These commodities will
nave a positive long term impact on the BOP to the extent 1increasea
future production substitutes for imports.

In the 1ndustria, sector, CIP financing wiil be used tor spare parts

to 1ncrease utilization of idle capacity. Canning equipment, tinplate,
a derinting unit, and industrial chemicals are illustrative of
commodities that will likely be purchased under the grant. As Sudan's
industries are mainiy import substitution orientea, these commodities
will also have a lTonger term positive impact on the BOP by reducing

the demana for imports. txport growth couid also be promoted to the
extent such industries as vegetable 0il nrocessing and textiles are
abte to produce surpluses,

Uverali production activities will benefit by the importatiun of
comnodities to strengthen the transportation 1afrastructure. Grast
proceeds will assist mainly in increasing the railroad carrying
capacity through the importation of 10comotive spare parts and raw
materiats for Sudan Railways.

While most items proposed for financing are productive 1n nature,

1t is likely that the GuS will use up to $ 10 million of grant

nroceeds for importing conzumable wheat. Tne Ministry of Cooperation,
Commerce, and Supply believes projected imports over the next several
months will not meet Sudan's needs and that further importsare essential
to maintaining internal political stability. Although the GOS would
prefer to finance wheat through alternative sources, such as tne

PL 480 Program or tne Commodity Credit Ccrporation, the prospects

for adequate amounts being available for such procurement are uncertain
at this time. Therefore, the Governmeat has includea wheat in its
proposea list for commodity financing.

G. Other Donor Assistance

Tne donor community consists of some 60 members, inciuding
25 pilateral donors, 15 non-government organizations, 4 multilateral
organizations, and 12 agencies of the UN family. The Arab bilaterial
and multilateral donors provide several hundred million dollars a year
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ang are the largest contributors. The World sank, with an annual
program of about $70 miilion, is tne largest western donor, with tne
EtC, Federa! Repubiic of Germany, and the Netherlands all in tne

$ 20 to $ 40 million a year range. The UK nearly falls in this
category as weil,

In 1979 the UNCP estimated that technical assistance totalea about

$ 50 milifon on an expenditure basis. Total obligations were over

$ 100 millicn., About 40% of the technical assistance provided
supports the agriculturai sector, with transportation, ccmmunications,
education, and health next in importance,

A number or donors also provide commodity ioans and grants or otner
financing to ease sudan's baiance of payments proolem. Saudi Arabia

1s che principal donor providing program-type support. In 1978, the
GOS signed a § 300 miliion loan agreement with the Saudi's and
disbursements from this loan are projected to be $ 220 mi1lion in

1979, Other major donors proyiding balance of payments support to
Sudan in 1979 are the Islamic Bank ($ 40 million), France (3 25 million)
and wermany (3 23 million).

To date, commodity assistance programs announced for 1980 total about
$ 83 million. This includes assistance from the World Bank, $ 40
million; the EDF, $ ¢2 million; and the Netherlands, $ 22 million.
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V. Market Analvsis

A. Imgort Community

1. Private Sector

More than 6,000 privats impor*ers are reqistered with
the GOS' Ministry aof Cooperation, Commerce and Supply (MCCS). How-
ever, it is expected that grant proceeds earmarked for private
sector use will be made available mainly for importers operating in
the industrial, agricultural and transportatiocn sectors, In the
industrial sector, major private industries include cement,
spinning and weaving, petroleum refining, chemical industries,
wooden and metallic furniture, electrical equipment, o0ilmills, tobacco,
beer, beverages and alcoholic drinks. Private imoorters in
the agricultural sector are primarily engaged in supplying tractors,
spare parts and farm implements. The most significant importers in
the transportation sector are the trucking firms, which are expected
to buy vehicles, spare parts and some material handling equipment.

In 1974 a "Columbia Plan™ 1isting of importers by firms was prepared
on tne pasis of U.S. Department of Commerece information. Updating this
list will be among the first steps in program implementation. This will
he difficult because importers registered with the MCCS are listed as
jndividuals, rather than as firms.

2. Public Sector

The public sector consists of the Central Government,
local government at the provincial and regional levels, and numerous
parastatal enterprises., The latter, in particular, play a major
role 1n the economy by providing such services as transportation,
water supply, and electricity. In addition, they dominate the modern
agricultural sector and control the marketing of major 2xport crops.
To facilitate fast disbursement,the Ministry of National Planning
(MONP) has tentatively allocated grant proceads to just a few public
entities -- @mainly the Ministry of Agriculture, Sudan Railways
Corporation, and the Ministry of Cocperation, Commerce and Supply.

8. Impcrt Statistics

Import statistics by major commodity catagories 11974-1978)
are presented in Annex [, Table 7. Table 8 is also included to pro-
vide a more detailed Sreakdown. As Table 7 indicatss, impor<s in
recent years have consistad largely of machirery and transgor< 2quip-
ment (40%), foodstuffs and tobaccs (13%), and raw materials including
petroleum products (12%). Table 10 oresents 2 detailed listing of
imports from the U.S. The more significant commodity groups on this



1ist inciude wheat; insecticides; excavating, leveling z2nd toring
machinery; prefabricatad buildings; communication equipment; and
agricultural machinery,

The above statistics represent only those commedities purchased with
G0S-cwned foreign exchange. In addition, there is a substantial
quantity of goods imported under a "nil value licensing system"
designed to attract fcreign exchange remittances from Sucanese worke-
ing abroad. Under this system, foreign exchange is obtained from
overseas Sudanese and is used for importing a large number of
consumer goods, raw materials, spare parts, and industrial goods. The
value of these imports plus direct private transfers totals about $30C0
million annually.

Imports are brought in at the official exchange rate of Ls 1 = U,S. $2,
At present, though, the black market rate is about Ls 1 = $1.10. This
reflects the scarcity of goods and unavailability of foreign exchange.
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VI. Gran’ Administration and Implementation

B. Kev Administrative Entities

1. oS

The major GOS erntities responsible for implementing
and administering the grant will be the Ministry of National Plenning
(MONP ), the Ministry of Cooperation, Commerce and Supply (MCCS), and
the Bank of Sudan. The MONP will allocates the grant proceeds and
will have overall rasponsibility for grant administration. The MCCS
will establishe GOS import controls and will issue trade regulations as
required to support the program. It will also be responsible for issuing
import licenses. The primary role of the Bank of Sudan will be to
approve import licenses, allocate foreign exchange, and to manage the
special account for counterpart generations.

2. A.I.D.

A.I.D. will administer the program through a Supply
Management Officer under the direction of the USAID Director and in
cooperation will support offices in A.I.D. Washington. The Mission
Supply Officer will be the principle focal point for all matters
pertaining to policy procedures and implementation on the Commodity
Import Program. The Supply Officer is responsible for guiding and
advising host country officials and businessmen in the proper and
effective use of Commodity Import Program funds. He develops pro-
cedures that conform to AID requirements and facilitate local government
and business procurements. He establishes contacts within the govern-
ment and business/financial community to both promote and process
purchases using Commodity Import Program funds. The Supply Officer
exercises judgement and good business proactices to assure that the
often ccnflicting demands of AID and the local government are resolved.
The Supply Officer is also responsible for maintaining appropriate
Missirn “nternal procedures for Grant documentation and control.

B. A.I.D. Import Procedures

1. Procurement and Financing Procedures

Procurement and financing procedures under this CIP will
be those set forth in A.I.D. Regulation 1. A review of GOS purchasing
practices indicates that public sector procurement will include a mix-
ture of formal competitive bidding, negotiated solicitations and pro-
prietary procurement. The financing of public sector procurement

will be through letters of credit (L/Cs) issued under A.I.D. letters
of cormitment (L/Coms). Direct letters of commitment will be issued

for large purchases involvina only a single supplier.

For private sector procurement, normal commercial trade practices will
be used similar to the negotiated procurement provisions of A.I.D.
Regulation 1. Financing will be carried out through a single L/Com.
The selected U.S. bank will be authorized by the Approved Applicant
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(Bank of Sudan) to accent letters of credit issued by the eleven {six
public and five foreign) Sudanese commercial banks serving the private
sector. The Bank of Sudan will control private sector and individual
bank participation through its approval and assignment of foreign
exchange on individual import licenses.

2. Eligible Commodities

Commodities eligible under the A.I.D. Commodity
Eligibility Listing (1978 as revised) will be eligible for A.I.D.
financing and will be included in all Commodity Procurement Instructions.
However, commodities financed will be determined largely by the allocations
made by the MONP. Since consideration of the short-run and long-run
objectives for this assistance as indicated on page 29. Also, influencing
the composition of imports will be the GNS' quota system for priority
and essential imports. Under this system, quotas and priorities are
revised annually and, consequently, the composition of imports often
varies from year to year. Indications are that public sector pur-
chasing will be limited to general commodity groups such as: railroad
locomotive spare parts, shop equipment, steel, copper and brass bar
stock for the manufacture of spare parts, foundry coke, tractors, wheat
seed, land clearing equipment, tallow for soap, industrial chemicals,
tinplate for cans, material handling equipment, wheat for consumption
and a variety of other essential and locally scarce U. S. products.

For the private sector, a review of pending private sactor L/C
applications shows existing U.S. source purchases to be dealer trans-
actions for vehicles and farm equipment spare parts, industrial equip-
ment, components for factory production, and raw materials.

The MCCS has existing guidelines that prohibit the use of GOS foreign
exchange resources for importing luxury goods, non-essentials, house-
hold appliances and consumer goods normally considered ineligible
under A.1.D. eligibility criteria. How well these quidelines work in
practice will te determined by a review of import license applications
at the Bank of Sudan in coordination with USAID staff.

3. Procurement Restrictions/Limitations

This grant will be restricted to Code 941 source and origin
for commodities and related incidential services. U.S. flag vessel
service to Sudan is supplied by two U.S. vesse; operators, one on an
inducement basis and the other providing monthly Lash and Charter
transportation. Because of the relatively small U.S. vessell participation
in U.S. to Sudan ocean transportation, U.S. vessels may not always be
available. Therefore, it will be necessary to issue a source waijver with
a value of up to $500,000 to permit CIP funding of Code 839 vessel freight
service wnhen U.S. vessels are not available. The Sudanese flag line,
does not provide cargo service between the U.S and Port Sudan.

Local agents are not required by Sudanese regulation. Thus, there is
no conflict with A.1.D. Regulation 1 requirements that U.S. suppliers
may sell direct to imoorters. A1l provisions of A.I.D. Regulation 1



regarding commodity eligibility review, price eligibility, and both
orior review and oos* audit will apply to all transacticns,

£. Disbursemen® Period

The 3grant's Terminal Disbursement Date (TDD) will be 24
months from the date Conditions Precedent are met. Recognizing an
urgent need to provide balancs of payment support, efforts will be
made by both the MUNP and USAID/Sudan to channel funds into short
leadtime, large value procurements. However, spare paris are
urgently needed for transportation, jand clearing equipment, and
industrial equipmenrt, and “hese itams normally require long leadtimes
for both procurement and shipment. In addi+tion, the MOMP has tenta-
tively pronosed several cocmmodity groups for financing that may
require an extension of the grant's TDD for relatively small unex-
pended, but committed, funds. Those commodities include locomotive
spare parts, aircraft spare parts, land cleiring 2quipment and some
private sector spare parts orders for agricultural equipment.
Section YI1-G provides an estimated implementation schedule and quare
terly summary of purchases/disbursaments based upon an analysis of
commedities tentatively -proposed for financing.

0. Port Clearance and Inland Transcor*=a*ion

Sudan has a critical problem in coth port clearance and
inland transportation of all but the highest priority imports. This
problem will not be resclved within the next two years.

The present port situation is partially the result of a lack of
cargo handling equipment and reliance on railroad freight cars both
within the port and for inland transportation. It will be approxie-
mately two years before the present 4WorldBank Port Improvement
project is completed. I% will also be about two years before the
railroads can measuraoly increase the number of locomctives, the
elements most necassary to increase rai) tonnage movement out of the
port area.

A.I.D. will apply the standard 90 days port clearance requirements

and the 12 months utilization period requirement. These, with ¢con-
stant followup and pgressure on both buyers and transportation officials,
may serve to expedite the movement of A.I.D. financed cargo. |
present, there is an extremely large tacklog {estimated at 150,C00

to 200,000 metric tons) of GOS oublic sector project cargo awaiting
inland transportation in nolding areas outside %he port.
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E. Arrival Accounting and End-Use Monitoring

At present the GOS has an arrival and cargo clearance unit
established at Port Sudan for many, but not all public sector
imports. This office, the "Government Cargo Agent" serves as a cus-
toms broker and forwarding agent for ministries and government units
that do not process their imports tnrough private clearing agents.
The Government Cargo Agent does not handle private sector imports.
The MONP has proposed that the Government Cargo Agent assume A.I.D.
arrival accounting and reporting responsibilities for all cargo,
public and private.

In the event this becomes impractical, there are two other options:
increase USAID/S staff to accommodate the requirement; or hire, with
counterpart funds, a privatz established freight forwarder to monitor
and report on arrivals and their clearance from the port area. As
Mission ceilings are tight, increasing the staff does not appear to
be a plausible option. Alternatively, there are two international
freight forwarders at Port Sudan who have indicated a willingness to
provide their reporting and followup services A.I.D. requires at a
relatively Tow cost. In addition, it may be necessary to purchase
the services of an expatriate or established freignt forwarder to
serve as an expeditor and monitoring agent. End-use monitoring,
i.e., assuring imported goods are put into use or resold into the
economy within one year of arrival, will be carried out by the USAID/
S as required.

F. GOS Import Procedures

1. Import Controls

The MCCS is responsible for establishing and implementing
an annual (July 1 - June 30) import policy in coordination with the
Ministry of Finance, the Bank of Sudan, MOMP and various other govern-
mental units. The annual policy consists, essentially, of estimates
of types and classes of imports, estimates of foreign exchange require-
ments, and a balancing between anticipated needs and anticipated
purchasing power {foreign exchange availability).

Import licensing approval, a control against exceeding specific annual
quotas and foreign exchange availability, is shared between the MC(CS
AND THE Bank of Sudan. For the public sector, import approval depends
mainly upon whether the import is included in an approved foreign ex-
change budget.and forward exchange is available. For the private
sector there is a more elaborate system consisting of annual quotas,
usually by commodity, but sometimes by trade protocol or country of
origin, and occasionally by importer.
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2. Licsnsing Systems

There are several licensing systems.

a. The “Cpen General Licensing Sy:stem" (OGL) permits
unrestrictad (no quota) import of spare parts, infant dietary for-
mulas and supplements, jute, grey goods, pharmacesuticals, baker's
yeast, and agricultural implements.

b. The "Annual Quota System" (AQ) permits a single import
license for an annual quantity per importer. Licensing under the
AQ system is done once a year at an announced time. Delayed appli-
cations are rejected. The AQ system is intended to protect local
industrial production, 1imit luxury imports and prohibit over-
stocking. The classes of commodities under the AQ systam are broad,
encompassing dried milk, glassware, textiles, automobiles, household
articles, clectrical equipment, stationery and many others.

c. The "Consultation System" (CS) issues import licenses
for commodities nut covered by the OGL or AQ systems. Under this
system, imports are approved in periodic ministerial meetings accord-
ing to current estimated needs of the market and the availability of
foreign exchange,

d. The "Credit Facilities System" (CF) is used when
suppliers or intermediate credit institutions (outside Sudan) provide
medium to long term foreign exchange financing for a specific pur-
chase. This system currently restricts approval to items such as
medium trucks (6-10 ton), agricultural equipment, hcusehold appliances,
electrical equipment, building materials, tools, and several other
commodity classes.

g. The "Local Industry Needs System" (LIN) is a budgeted
foreign exchange item to provide raw materials and equipment for
industry, as recommenced by the Ministry of Industry and Mining.

f. The "Nil Value System” (NV) was established as a system
to approve imports of Sudanese nationals abroad using foreign exchange
rescurces outside the control of the GOS. The NV system permits any
importaticn that does not place a current or future demand on G0S-owned
foreign exchange.

Oiscussions with officials of the MCCS indicate that the Nil Value
Systam, or some adaptation of it, will be used for this A.I.0. grant

Dy both public and private imperters. This systam, according to dis-
cussions with Treignht forwarders and custcms and port crfficials, will
be the least complicatad import lica2nsing svstem in terms of GOS8
acministrative concerns, including import licensa approval, clearances,
documentaszicn, and Port/Customs proceduras.
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3. GOS Allocation and Control of CIP Funds

Specific aollar amounts will te altocatea by the MONP to
individual governmenzal units and a single aoliar amount will be
gesignatea for private sector use. ccentror of the A.I.D. foreign
exchange accountssaliocations wil! be maintainea by the RBanx of
sudan, which 1s responsible for final approval or the use of all
GOS roreign exchange resources.

Actual distursement of any rurnds will pe dependent upon the U.S.
sugplier providing a fuil set of payment documentation, including
both tne Form 11 (Commcdity and rrice Eligibiiity Approval) and
the A.T.u. Supplier's Certificate attesting to compliance with a
number of A.I.D. reguiatory concerns, when coupled with evigence
that the cargo has actually been shipped. Concurrent follew up
by botn USAID and the importer concerring arrivais will match
receivea goods witn paid shipments., fhis will assure that CIP
rinanced cormodities are received and, ultimataly tnrough end-use
checks, tnat the commodities are placed into use ror the benefit
of the economy.

G. Implementation Schedule and Pipeline Analysis

1. Implementation Schedule

December 1979 Agreement signed

January ¢ |979 Condition Precedent met

January * 1979 First léttar of commitment
issuea

March 1980 First shipments made

April 1081 Grant fully committed in

purchase letters of credit

or direct letters of commitment
March 1482 Probabie final shipments
April 1982 Probable final disbursement

2. Pipeline Analvsis:

Presentea below is a procurement/aisbursement (pipeline)
analysis based on the MCNP's tantatively proposea purchase allocations.

Cumulative Purchases and Jisbursement (US § Million)

Apor July Qct Jan Apr July Qct Jan Acr
80 g0 20 81 81 81 gl g2 32
Purcnhase
Craers 17.4 2n.7 45,5 49.3 30.0 - - - -
disourse-

menz 2.5 10.3 22.2 30.2 37.2 41.3 48.9 49,0 50.0
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VII. Other Considerations

A. Impact on U.S. Balance of Payments

Except for inland transport costs eligible for funding
under A.I.D. Geographic Code 893 (See Annex VII), all commodity
procurement will be limited to A.l.D. Geographic Code 941. .

It is, therefore, expected that this proposed grant will
have a favorable short to medium term impact on the U.S. balance
of payments.

A longer term positive impact is also likely as U.S. suppliers and
exporters reestablish old trade relationships and create new ones.
User satisfaction for U.S. equipment, existing and new, should also
be enhanced due to the greater availability of U.S. spare parts made
possible by this grant. Long-term benefits can be expected as a
result of followup commercial orders.

As an indication of the grant's potential impact, Sudanese impcrts
from the U.S. in 1977 were about $40 million. This grant will

enable U.S. exporters to expand significantly the range and magni-
tude of commodities exported to Sudan. It should also increase the
market share of U.S. suppliers in the areas in which they are already
active. Trends in Sudanese trade with the U.S. and other major sup-
pliers are presentad in Table 9. At present the U.S. accounts for
about 10% of Sudan's total imports.

B. Counterpart Generations

Under GOS budgetary/financial procedures, counterpart will
be generated by both public and private sector importers. The 3ank
of Sudan will establish a separate account for the counterpart gens
erated and importers will deposit their counterpart when the foreign
exchange is made available to them. Use of the counterpart will be
determined in consultation between USAID and the GOS.

A probable use of the counterpart will be to meet the public sector
costs for port clearance, duties, taxes, and inland transportation
costs for CIP goods. Costs for other public sector goods at Port
Sudan whose movement could be facilitated may be considered also.
While most public sector importers have sufficient funds in approved
budgets for these costs, these budgets are often unfunded because of
the GOS' system of deficit financing. However, they virtually never
have sufficient funds available to finance road hauling, which runs
two to three times as much as rail transport but is much more readily
available,
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Another probable use will be to pay a private firm active in Port
Sudan to conduct arrival accounting functions and expedite inland
transportation. Neither the GCS nor USAID has the necessary staff
to perform this function itself.

C. Internal Financial Effects

The counterpart expenditures should not have an inflationary
impact on the economy, as they will only be spent for items already in
the Development Budget of the €0S. To the extent budget provisions
have not been allowed for commodities financed under the CIP program,
reallocations will be made such that quantitative targets established
under the stabilization program are maintained.

D. Use of U.S. Government Excess Property

Given the nature of the items the Sudanese are interested
in purchasing, it is unlikely that U.S. Government excess property
would be appropriate for financing under this grant. However, USAID
will review the possibilities for the financing of excess property
under the grant.

E. Relation to Export-Import Bank (Ex-Im) Credits

The Export-Import Bank currently has an exposure in the
Sudan of about $20 million. This total ircludes $16 million in project
loans and $4 million in guarantees and insurance. Because of current
delinquencies of $2.7 million the Bank's board of directors had sus-
pended further supplier credits for Sudaness sales. However, this
year two small (under $750,000) loans were increased by the Foreign
Credit Insurance Association because the GOS made significant efforts
to clear past delinjuencies and because of the inherent strenght of
the two export-oriented proposals. The CIP grant will complement
and not conflict with Ex-Im's activities.

F. Relation to Overseas Private Inveastment Corporatijon's (OPIC)
2rogram

OPIC, a U.S. government agency, was established to promote
U.S. private investment in developing countries by making loans to
overseas ventures and by providing insurance against war, currency
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inconvertibility and expropriation. Currently it emphasizes natural
resources and agriculture projects. Its activities cater mainly to
countries in the lower income group and li.S. companies below the size
of the Fortune 1,000 Tist.

Prior to this year OPIC had issued four contracts insuring investments
in the Sudan with a total maximum coverage of $12.5 million. In March
1979 an investment mission visited Sudan, and it is expected that by
the end of the year QPIC will have approved additional investments
with a coverage of %47 million,

This CIP grant should complement QPIC's increased activities in the
Sudan,
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VIII. Recommendations

It is recommended that a grant to the Government of the
Democratic Republic of the Sudan of fifty million dollars
($50,0C0,000) be authorized for financing the importation of
selected commodities, commodity related services, and other
services as described below,

A, Terms and Conditions .

-- Procurement will be restricted to A.I.D. Geographic
Code 941, except for prccurement of transportation
services valued at 3500,000 from Code 899 countries
as Justified in Annex VII of the PAAD;

== commcdities procured uncder %this grant may not be
used in the production of palm oil, citrus, or
sugar oroducts; and

-« such other terms and conditions as A.l.D. may deem
advisable.

B, Authorities
Approval is given USAID/Sudan to:

-- sign and issue implementation letters and Commodity
Procurement Instructions under this grant; and

-= delete the usual minimum transaction value of $5,000,
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ANNEX I

STATISTICAL TABLES

Sudan: Supply and Use of Cotton Lint, 1873/74 - 1978/79

Area Planted and Output of Major Noncotton Crops, 1973/74
1978-79

Sudan: Balance of Payments, 1974/75 - 1981/82
Sudan: Export Indices, 1970-78

Gross Reserves and Net Foreign Assets, 1975-78
Composition of Exports, 1975/76 - 1978/79

Imports by Category of Commodity, 1974-78

Imports by Commodity, 1974-1978 (Detailed Breakdown)

Percentage Share of Sudan's Main Suppliers in the
Total vValue of Imports. 1971-1978

Sudan: Imperts from U.3, 1977
Sudan: External Debt, 1974-1978



Table 1

\V}
Sudan: Supply and Use of Cotton Lint, 1973/74-1978/79
(In thousands of bales)
1973/74 1914775 1975/76 197€/77 1977/78 1978/79

Total supply 1,416 1,933 1,594 1,127 1,265 1,133

Opening stocks (March 1) 362 ‘680 8 545 483 115

Production 2/ 1,052 1,253 1,176 582 182 1,018 3/
Total use 136 1,515 567 644 1,150 953 3/

Export sales 668 1,443 4/ 504 5/ 58T ,078 853 6/

Domestic consumption 68 72 63 63 72 100 3/
Ending uncommitted stocks

(February 28) 680 418 545 483 N5 180 3
Memorandum item:

Export shipments during

fiscal year 909 596 1,106 792 821 910

Sources: Cotton Public Corporation and Bank of Sudan.

1/ ANl years refer to marketing seasons which normally extend from March to February with ‘the
exception of the 1975/76 marketing season which was opened June 1, 1975.

from March of the initial year indicated.
Estimates

EEETHI
14

Derived as a residual

Sales during a 15-month period (March to June)
Sales during a nine-month period (June to March)

Pruduction from the preceding growing season (July-March) which is available for

5



Sudan:

Table 2

Area Planted and Output of Major

Noncotton Crops, 1973/74-1978/79

(Area planted in thousand feddans; output in thousand

metric tons; yield in kilograms per feddan)

46

1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 1/

Sorghum

Area planted 5,208 5,577 6,179 6,153 6,662 7,202

Qutput 1,625 1,705 2.026 1,715 2,017 2,408

Yield 312 306 328 279 303 334
Dukhn

Area planted 2,641 2,576 2,512 2,784 2,984 3,158

Output 268 401 403 467 488 557

Yield 10 156 160 168 164 177
Groundnuts

Area planted 1,724 1,785 2,066 1,785 2,629 2,336

Qutput 543 930 931 705 1,012 829

Yield 315 521 451 395 385 354
Sesame

Area planted 2,167 2,173 2,291 2,104 2,349 2,057

Qutput 240 233 238 203 245 220

Yield 1M 107 104 97 104 107
Wheat

Area planted 419 53 714 665 592 590

Output 235 277 264 301 317 266

Yield 561 467 370 452 535 451
Gum arabic

Output 2/ 30 53 43 26 31 -

Source: Ministry of Agriculture, Food and Natural Resources.

1/ Estimates

2/ Production data are not available.

Figures pertain to deliveries

to the Gum Arabic Corporation of Gum Hashab which more or less reflect
actual pickings except for periods of significant smuggling as may have
occurred in 1973/74.



Table 3

Sudan: Balance of Payments, 1974/75-1981/82
{In miVltons of U.S, dollars)

Estimate Projections
1974/75  1975/76  1976/77 1977778 V318779 1979/80 198081 1987/d2
Exports, f.0.b. 1/ 429.8 550.5 594.0 551.5 605 790 905 1,040
Cotton T35 3063 2855 2358 320 30 A )
Imports, c.i.7. 1/ -925.6 -1,061.7 -985.9 -1,170.0 -1,310 -1,470 -1,590 ~l,720
Trade balance -495.8 -511.2 -391.9 -618.5 -105% -680 -685 -6680
Services (net) 2/ -92.3 -4).4 -44.5 -713.5 -60 -85 -90 -90
Recelpts B30 W79 1188 158.8 190 220 250 285
Payments -175.3 -149.3 -153.1 -232.3 -250 -30% -340 -375
Interest on debt {38.9) (43.9) (27.9) (60.0) (70) (80) (1o0) (120)
Unrequited transfers (net) 3/ 101.0 150.6 183.3 254.5 270 290 325 350
Recelpts 1010 150.¢ 18373 251 % 218 290 325 350
Payments -- -~ -- - -- -- -- --
Current account -487 .1 -£02.0 -253.1 -437.5 -495 -475 -450 -420
Official capital {net) 423.8 324.6 198.1 65.4 345 35 350 420
Recelpts LLT ] 1.3 2552 1320 cee N ces ces
Repayments -57.6 -70.7 -56.5 -65.5 . - ces .-
Compensation for nationalization -6.9 -6.0 -0.6 -1 ces e cee ves
Accumulation of arrears -- 157.9 na. 241.9 ass rae s s
Errors and ommisstons 4/ 553 1760 NN 57 ... .. . o -
Monetary movements (minus = increase) 5/ 118.6 95.5 -2.3 75.5 150 100 100 - ~

Sources: Data provided by the Sudanese authorities, and Fund staff estimates

1/ Customs Data. 2/ BData from Bank of Sudan adjusted to include staff estimates of interest payments on external debt.

%/ Consist of grants identified in Bank of Sudan data on debt, and an estimate of remittances that finance imports under the nil-value
fcence scheme. 4/ Includes short-term capital) inflows. 5/ Monetary data adjusted to net out Sudan Development Corporation.



Table 4

Sudan: Export Indices, 1970-78

(1970-71 = 100)
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1970 1971 1972 1973 1974 1975 1976 1977 1978

Volume i:dex 96 104 96 101 49 70 90 87 N

of which: cotton 1/ 94 106 94 88 29 5 70 70 56

Value index 99 101 118 138 221 193 192 243 229
Export price index of

industrial countries 2/ 97 103 112 133 163 183 185 203 234

Sources: Sudan export indices (Laspeyres) constructed from Foreign Trade
Statistical Digest, Department of Statistics, Ministry of Planning;
export price index of industrial countries from Commodity Trade and

Price Trends, IBRD E£C-155.

1/ Cotton's weight in total exports is 62.5 percent

2/ The export price index of industrial countries refers to developed

countries' c.i.f, index of U.S. dollar prices of manufactured export, to
all destinations. Imports of manufactures from developed countries
account for three quarters of Sudan's total imports.



Table 5
Sudan: Gross Reserves and Net Foreign Assets, 1975-78

(In mi11ions of U.S. dollars)

1975 1976 1977 1978
June  Dec. June  Dec. June Dec. June Dec.
Monetary authorities -265 -456 -532 -600 -588 -625 -603 -638
Convertible foreign exchange 1/ 42 35 33 20 25 28 22 32
Net bilatera’ claims 2/ -34 -45 -38 -30 -36 -45 -41 -36
Net IMF position -116 -133  -152 -140 -134 -117 -92 -168
Bank of Sudan short-term
Tiabilities to foreign banks -67 -193 2N -346 -341 -386 -391 -399
Liabilities from Kuwait loan -90 -120 -103 -104 -104 -105 -102 -67
Commercial banks -44 -39 =21 -4 38 27 58 61
Assets 8 18 26 68 55 58 81 168
Liabilities -52 -57 -48 -72 -17 -30 23  -107
Net foreign assets =307 -495 -553 -605 -551 -598 -545 -577

Source: Data provided by the Sudanese authorities.

1/ The bank is required to maintain at all times gold and external assets (including SDRs)
of not less than the equivalent of LSd 7 million.

2/ Including balances on accounts established under loan agreements with certain East Bloc
countries.

6¥
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Table 6
Sudan: Composition of Exports, 1975/76-1978/79

(In millions of Sudanese pounds)

July-Oct.
1975/76 1976/77 1977/78 1978/79

Exports (f.o0.b.)

Ginned cotton 104.6 99.5 103.0 41.7
Gum arabic 10.7 11.9 12.3 6.0
Groundnuts 40.2 36.0 27.9 1.5
Sesame 11.5 21.6 19.3 4.3
Livestock 0.4 3.6 5.4 2.9
Dura 1.8 4.5 3.0 0.7
Meat -- 0.4 0.3 --
Hides and skins 3.5 4,2 3.8 1.1
Castor seeds 1.1 1.0 0.2 0.2
Karkadesh 0.4 1.4 0.6 0.5
Cake and meal 5.6 9.1 2.8 2.5
Others 11.9 13.6 13.3 5.9
Total 191.7 206.8 191.9 67.3

Source: Bank of Sudan



Table 7

Sudan: Imports by Category of Commodity, 1974-78

(In millions of Sudanese pounds)
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1973 1975 1976 1977 1978
Foodstuffs and tobacco 59.7 64.7 50.5 41.8 61.6
Raw materials, including
petroleum products 34.0 28.2 31.9 45.6 50.8
Chemicals 27.2 40.2 33.4 32.7 41.6
Textiles 24.1 43.0 21.9 28.2 37.8
Machinery and transport
equipment 83.8 123.6° 153.8 165.3 1689.4
Other manufactured goods 38.7 60Q.2 50.0 62.9 88.3
Total 247.5 359.9 341.4 376.5 449.5

Source: Bank of Sudan



Table 8

Imports by Commodity

(Value {a L5.000°S)

COMMODITY 1974 1975 1976 1977 1978
UNIY
QUANTITY  VALUE  QUANTITY  VALUE  QUANTITY  VALUE  QUANTITY  VALUE  QUANTITY  VALUE

FOOD STUFFS:
Rice M.T 3,850 1,495 - - 1,003 14 1.590 166 2,560 301
Wheat . 102,969 2,158 126,860 8,323 195,647 11,73 109,239 6,488 119,782 5,955
Wheat Flour . 7.126 418 8,061 659 7.380 636 12 2 46,317 2,870
Sugar . 140,476 33,392 132,231 139,706 143,693 21,951 141,637 13,440 197,750 18,930
Tea . 19,488 6,247 11,636 4,231 11,744 3,875 12,683 6,55) 26,236 17,39
Coffee . 8,594 2,680 7,833 297 4,925 2,095 2,005 1,695 2 5
Dairy Products . 1,995 822 2,984 1,393 3,022 1,379 6N 1 N2 4,477 2,99
Fish and Fish Preparations » 52 18 1.9 287 24 12 16 20 221 1
Mcat and Meat Preparations - 6 2 ] | 9 10 17 18 253 9
Frults 8 fFruits Preparations " 6,324 142 8,262 1,015 5,461 856 4,054 898 3,055 1,417
Vegetables and Vegatables

preparations . 928 241 587 152 1,679 200 1,965 163 1,515 ns
Confectionery, Sweets, Cakes

and Biscults . 18 24 268 93 691 175 626 199 2,564 637
Malt . 1,509 153 1,513 221 1.457 m 2,002 242 1,525 246
Lentils . 3,620 670 s 98 1,956 362 1.3 1,083 4,422 672
Antmal and Vegetables Ofls . - - 664 178 1,155 260 913 254 1,646 673
Spices - - - 23% 160 520 301 438 879 298 256
Miscellaneous . - 1.412 - 1,734 - 1,084 - 1.673 - 2,040
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Table 8 (continued)

COMMODITY UNIT 1974 1978 1976 1977 1978
QUANTITY VALUE QUANTITY VALUE QUANTITY VALUE  QUANTITY VALUE QUANTITY VALUE

DRINKS AND TOBACCO
Non-Alcahollc M.T 15 55 22 )] k] 110 57 154 149 226
Whisky Lt 87,00) 216 203,813 332 181,607 193 229,179 259 283.193 368
Brandy . 23,352 59 76,204 97 102,299 138 69,545 170 144,253 357
Gin . 11,932 12 13,007 16 16,964 14 21,078 19 10,442 15
Champagne . - - 2,310 4 600 ] 2,678 ] 16,982 n
Beer - 20,700 20 384,300 40 263,109 69 624,362 175 1,045,0N 349
Olher Rlcoholic . 18,645 32 9,753 13 128,056 76 84,335 98 132,280 LX)
Cigars . 3 12 2 9 4 1} 19 68 2 14
Clgarettes . 1,459 2,623 935 3,304 1,140 4,023 950 4,650 1,110 4,214
Tobacco M.T 183 167 400 333 586 627 447 446 984 1,244
Miscellaneous . - 8 - 16 - - - ] - -
CRUDE MATERIALS:
€rude Rubber . 6l 27 4 2 - - - - 5 2
Haste Papers - 1,806 138 2,253 183 953 64 4,004 294 297 43
Coal - 160 9 - - 65 3 126 i0 - -
Petroleum Products * 1,148,411 33,056 840,302 27,228 916,687 31,119 1,168,052 44,354 1,142,942 49,953
Crude 0fls - - - - - 1 12 596 202 49 76
Tallow - 1,157 n 1,089 23§ 2,450 509 2,570 519 1,902 48}
Miscellaneous . - 318 - 550 ~ 219 - 228 - 251
CHEMICALS:
Hedical and Pharmaceutical

Products Value - 5,200 - 9,764 - 8,398 - 10,158 - 14,527
Perfumes and Cosmetics H.T 839 615 448 801 789 1,703 761 978 13 1,252
Fertilizers “Manufactured® . 111,964 6,688 276,057 9,681 189,809 9,169 70,614 3,370 6,255 43)
Insecticides . 10,743 5,90 14,287 9,019 8,434 5,823 9,743 7.\%7 3,072 9,613
Explosives . 76 40 68 26 204 89 399 214 53 38
Miscellaneous . - 8,731 - 10,818 - 8,915 - 10,831 - 15,725

£



Table 8 {continued)

COMMODITY UNIT 1574 1975 1976 1977 1978
QUANTITY ~ VALUE  QUANTITY  VALUE QUANTITY VALUE  QUANTITY VALUE  QUANTITY VALUE
MANUFACTURED GOODS:
leather and Leather Manu-

factures M.T 364 393 m 174 193 146 153 154 274 218
Rubber Manufactures . 5,117 2.417 2,431 1,230 V,984 1,054 2,463 2,421 3,682 1,803
Hood and Cork Manufactures h 32,868 3,890 27,128 4,426 10,016 986 268,937 3,988 30,245 3,449
Glass and Glass Wares . 4,885 1,049 9,472 1,550 4,185 945 7,193 1,481 1M,105 2,806
lron and Steel - 74,425 9,539 63,120 13,38} 36,833 6,842 62,439 8,327 51,044 8,750
Mcetals Manufactures - 18,979 6,400 42,299 N, 7N 34,631 14,202 69,549 20,759 64,997 32,455
toot -NHears Palr 86,884 59 1,200 10 - - 179,427 160 95,978 88
Jute and Sacks No. 48,681,925 6,064 36,726,630 7,661 15,699,550 2,395 26,565,487 3,577 24,829,507 4,544
Books, Mayazines, News Papers,

Films and Statfonery M.T. 2,620 1,724 4,572 2,518 2,885 1,539 3.493 2,261 2,552 3,109
Asbestos Cement Plpes . 6,401 626 81,022 3,528 53,680 8,043 114,480 6,815 166,360 7,416
Scientific Instruments Value - 1,203 - 2,685 - 3,187 - 1,988 - 3,852
Paper Manufactures H.T. 14,04 3,529 21,561 5,517 26,884 4,229 45,858 6,787 103,265 7,39
Plastic Hanufactures ~ - - 7,409 3,390 7.521 3,749 9,857 3,724 11,530 6,116
Ceramic Products - - - 3,448 617 979 355 2,591 804 3,304 1,136
Toys and Sporting Goods . - - 301 206 425 416 518 KKV 415 600
HlscellaQeous . - 1,835 - V1,529 - 1,915 - 1,284 - 2,201

I

MACHINERY AND EQUIPMENTS:

Machlnery Electric M.T. 5,773 3,749 - 2,256 y,624 2,572 3,405 7.897 6,383 2,831 4,746
Machinery Non-electric - 11,498 9,301 22,038 19,221 21,347 25,631 35,027 34,128 22,166 26,583
Refrigerators No. 380 28 364 30 25 1 192 15 3 3
Alr Conditioners . 238 82 174 61 236 47 709 200 N 1M1
Ovens - 32 9 5 7 5 12 - - 2 10
Hachinery Spare Parts “ 17,141 16,918 30,544 26,517 §5.732 59,21 51,876 71,214 45,861 60,104 «n
T.v., Radtos and T. Rec. Value - - - 643 - - 792 - 1,568 - 916
Dry Batterles [ - - 1,605 475 ¥,593 540 844 512 133 18
Tractors No. - - 1,900 6,355 2,813 5,628 846 2,702 2,898 4,835
lextile, Machinery & Parts H.T. - - 3,278 4,202 35,016 15,267 6,852 9,297 10,681 14,589




Table 8 (continued)

COMMODITY UNIT 1974 1975 1976 1977 ; 1978
IV VALY RTITY  VEALUE (UANTIYY — VALUE

TRANSPORT EQUIPMENTS:
Mrcrafts No. 2 8,337 4 5,908 10 523 3 33 10 2,729
Raflway Locomotives . -— 19 16 326 6 525 ] 23 s 57
Rallway Wagons . 13 120 -—- -— 33 3N 102 1,032 --- ---
Hoad Passenger Cars . 808 1,285 2,169 10,195 2,770 4,754 3,092 5,91 2,369 7,248
Lorries - 1,137 3,799 5,065 19,245 2,286 14,664 65,928 8,697 1,603 11,679
Buses » 185 875 40 530 n 210 181 475 175 1,121
Tyres and Tubes . 607,666 3,852 1,158,523 5,193 764,475 2,769 1,122,89) 6,509 1,504,995 9,457
fFerries and Steamers . 3 . 265 307 1.8 8 421 49 409 19 86
Auto-Spare Parts Value --- 14,088 --- 14,962 --- 12,868 --- 12,947 --- 22,318
Motor Cycles No. 250 18 1,105 60 67 25 149 28 m 15)
Bicycles . 4,307 54 8,909 173 6,6 157 3,957 84 19,287 761
Locomotive Parts value -— -—- - 2,962 - 3,627 - 1,892 - 430
Alrcrafts Parts . -— -— --- 1,928 -—- 2,1 --~- 1,342 - 1,123
Miscellaneous . -—- 963 --- 1,868 - - --- -— -— -—-
TEXTILES:
Grey Onbleached wholly of

Cotton H.7 2,566 2,550 10,936 9,100 2,337 1,945 4,853 4,846 10,349 10,869
Bleached Whally of Cotton . 1,589 1,940 5,460 6,214 1,562 2,176 1,854 2,437 1,356 1,942
Printed Wholly of Cotton . 3,254 4,067 3,440 5,032 1,141 1,408 1,175 3,768 2,057 4,212
Other Dyed in the Plece

Wholly of Cotton . V1,741 2,628 3,459 5,454 1,988  3,33% 2,378 5,242 2,721 4,855
bDyes in the Yarn Wholly

of Cotton . 189 23 104 137 147 184 135 194 84 300
Other Fabrics Wholly of

Cotton . 815 594 44 66 n 20 13 25 v/ 30
Other Fabrics Cotton Mixed

with other Materials - 705 1,082 2,396 3,113 1,230 . 1,688 682 852 1,547 2,499



Table 8 {continued)

COMMODITY UNIT 1974 1975 1976 1977 1978
E
TEXTILES (continued)
Woven Stlk Fabrics M.T. 5) 45 13 34 -— 2 2 3 5 n
Woven Wuol Fabrics . 13 32 89 153 8 n 28 103 3 8
Woven Fabrics Flax and Ramie . 2,256 48) 2,713 755 476 135 1,064 240 2,018 431
Woven Fabrics Synthetics . 3,537 3,466 5.353 6,361 4,330 6,242 3,520 4,967 3,363 4,738
Textiles Yarn and Threads . 1.9 2,599 2,038 2,792 1,293 1,810 2,916 2,486 2,472 3,488
Tulle Lace and Embrotdery . 69 135 28 63 90 137 12 21 47 66
Spectal Textile Fabrics - 2,368 1,279 2.484 1,064 1.277 902 1.321 875 1,685 1,000
HMade-Up Articles of Textile
Materials - 5,874 1,806 1,388 1,186 81S 702 1.446 1,022 1,302 1,445
Made-Up Texttles - 762 1,213 936 1,473 631 1,227 700 1,151 --- 1,523
Miscellaneous - -~ ] -— —— -— ——- -— -— - ~——
GRAND TOTAL --- 247,500 --- 359,873 --- 341,386 --~ 376,484 --~ 449,464
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In the Total Value of Imports During the Period 1971-1978

Table 9

The Percentage Shares of Sudar's Main Suppliers

1971 1972 1973 1374 1975 1976 1977 1978
P.R. of China 6.7 7.5 6.7 9.1 4.5 2.8 2.7 5.0
U.S.S.R. 6.8 4.5 6.0 1.0 0.4 1.8 0.5 0.2
Other Socialist '

Countries 9.7 7.7 7.0 4.7 4.7 3.7 3.4 4.2
E.E.C. 29.6 33.5 37.4 30.3 37.6 46.0 45.2 46.0
Japan 4.2 4.0 6.0 5.3 10.1 6.5 10.6 6.5
U.S.A. 2.5 4.1 7.3 8.9 8.5 9.4 6.5 7.3
India 19.7 15.0 7.6 11.5 7.3 5.6 4.5 4.8
Other Y.Europe 4.4 3.4 3.6 3.1 3.3 3.5 4.4 5.1
Otheis 10.5 14.9 16.2 23.8 21.9 19.6 20.9 18.9
TOTAL 100.0 100.0 100.0 100.0 160.0 160.C 100.0 100.0

Ls



Table 10
Sudan: Imports from U.S. 1977

Figures in Sudanese Pounds
(LS 1 = U.S. $2.00)

Total Woridwide Imports

Total Imports from U.S.

Wheat Unmilled

Wheat Flour

Other Food Preparations

Cigarettes

Lumber, Sawn, Softwood

Seeds for Sowing

Lubricating 01l

Other Lubricating Preparations

Other Animal Qils

Medicaments

Products of Polymerization and Copolymerization

Insecticides

Prepared Glues ready for retail sale

Animal Black Prepared Glossings, Dressings, etc.

Other Chemical Products

Other Covers for Tractors, Excavating Machinery

Other Juter Covers and Solid Tyres

Newsprint

Kraft Paper Cardboard

Tableware

Wire Rod

Plates Universal Heavy

Tinplate

Hoop and Strip Iron Steel

Hangers, Bridges and Secticns, Sheds

Other Finished Structural Parts, Doors, etc.

Interchangeable Tools, Drill Bits, Tap Dies, etc.

Other Internal Combustion Diesel Engines and Parts

Agricultural Machinery, etc., Preparing-Cultivating
Soil

Agricultural Machinery Harvesting, Threshing, etc.

Agricultural Tractors

Auxiliary Machines, Parts Extruding Weaving, etc.

Other Food Processing Machines

58

342,176,799
20,064,654

5,920,665
507,050
197,954

49,921
37,755
68,068
50,014
25,708
264,967
412,223
- 74,458
2,171,412
27,478
28,017
27,762
38,108
27,101
76,466
49,842
57,313
114,029
29,147
47,103
151,283
915,347
104,156
31,451
109,199

190,019
860, 355
86,572
628,943
53,020
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Table 10 (continued)

Imports from U.S. (continued)

Excavating, Leveling, Boring Machinery 1,382,625
Air Conditioners Completed 53,296
Air Conditioner Units, Condenser, Compressor, etc. 57,954
Other Air Conditioning Equipment 40,863
Other Parts of Refrigerators, etc., non-domestic 130,601
Other Heating, Cooling Equipment, Industrial 145,031
Pumps for Liquids 32,244
Air Vacuum Pumps, Gas 76,623
Other Lifting, Handling, Loading Machinery 270,673
Domestic Refrigerator Units, Condenser, Compressor, etc. 51,699
Other Parts Domestic Refrigerators 98,489
Machinery and Mechanical Appliances 71,829
Parts, Accessories Machinery 119,124
Electric Motors 111,983
Electric Switch Gear ) 228,808
Wireless Equipment including Radio, Radar, etc. 899,895
Primary Cells, Batteries, Accumulators 86,040
Parts Railway Tramway Locomotives 68,640
Road Passenger Cars 473,517
Motor Vehicles for Road Transport Goods 30,659
Special Purpose Vehicles 29,463
Tractors Except Agricultural Except Fork Lifts 131,270
Chassis Fitted with Engines for Tractors 87,250
Parts and Accessories for Agricultural Tractors 450,980
Parts of Aircraft 210,367
Medical Dental Surgical Veterinary Instruments,

Appliances 30,325
Instruments for Measuring or Controlling the Flow

Depth Pressure of Liquids 86,642
Parts of Guns Motors Rifles Artillery Weapons 50,960

Sourte: "Foreign Trade Statistics"
Ministry of National Planning, Khartoum
Department of Statistics
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Table 11
Sudan: External Debt, 1974-78

(In millions of U.S. dollars)

1974 1975 1976 1977 1978

Total external debt out-

standing, disbursed only,

end cf periodl/ 903.4 1,181.4  1,605.3 1,797.5  2,076.0
By type of <reditor:

Suppliers' credits 74.9 231.6 277.6 301.9 287.7

Financial institutions 230.0 257.4 336.0 351.2 547 .9

Multilateral institutions 142.9 160.4 237.5 296.3 396.2

Bilateral loans 455.7 531.9 754.2 848.1 844.3

1/ Public medium- and long-term debt with an initial maturity of over one year.

Sources: Data provided by the Sudanese authorities, IBRD Debtor Reporting System,
and Fund staff estimates.
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ANNEX 11

CAPSULIZED PROJECT DESCRIPTIONS FOR FY 1978
AND PROPOSED FY 1979 AND FY 1980 PROJECTS

I. FY 1978 PROJECTS:

Project No.:

§50-0018

650-0020

650-0021

650-0025

Blue Nile Rural Development Project: calls for working
with local government institutions to test improved
agronomic practices and inputs with tractor mechaniza-
tion and without mechanization. The project will also
test extension approaches to transfer agricultural in-
formation, cooperative systems to provide production
services, and approaches to small farrer credit. The
purpose of the project is to develop a replicable model
for delivery of integrated agr1cu1tura1 development for
small farmers,

Western Sucdan Agricultural Research Project: with inputs
from the Government of Sudan, IDA, and USAID is a compre-
hensive project based on a multi-disciplinary model to
undertake research on five agro-pastoral production
systems found in Western Sudan., It will be implemented
by the Consortium for International Development (CID).
Inputs of technical assistance, training, operating costs,
equipment, vehicles and farm machinery, and construction
costs will be made by USAID. The project should resuit
in the development of functioning ARC research stations
and a research center in the four western provinces.

Southern Manpowzr Developmert Project: will strengthen

the human resource base in the southern region by im-
proved training and utilization of agricultural per-
sonnel working with the small farmers. The Yambio
Institute for Agricultural Technicians, the Ag-=icultural
Training Center at Rumbek and the Ministry of Agriculture
in Juba will be strengthened in their functions as train-
ing curriculum is improved and extension workers trained.

Abyei Intearated Rural Development Project: experiments
with participatory rural development in five major areas
including: increasing agricultural production to achieve

‘self-sufficiency in food grains; increase farm incomes

and improve diets; increasing water supplies to human
and animal needs in the dry season; improving communica-
tion and access; upgrading educational facilities; and



650-0011

§50-0019

650-0010

650-0026

II. PROPOSED FY
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extending primary health care services in the Abyei area.
The project is being implemented by three U.S. *echnicians
in cooperation with Sudanese counterparts.

Northern Sudan Primary Health Care Project: will assist
the Government of Sudan to expand and strengthen delivery
of primary health care services in Northarn Sudan. Inputs
include technical assistance, training, equipment, sup-
plies, vehicles and construction costs for 35 Primary
Health Care Units.

Southern Sucan Primary Health Care Project: will assist
the Government of Sudan Southern Regional Government in
implementation of its Primary Health Program, USAID has
provided a grant to the African Medical and Research
Foundation to assist in four program areas: technical
staff and training, self-help luw-cost construction,
information processing, and supply management,

Extension Education Trairing for Human Resource Develop-
ment Project: seeks to establish a capability to train

women tc deliver integrated non-formal extension services
for impoverished adults living in urban and rural areas..
The project is beinc implemented through a USAID grant

to World Education, Inc., a private voluntary organiza-
tion. It will design, test and revise curriculum for
extersion training and plan, implement and evaluate an
extension program at Ahfad University College for Women,

Wadi Halfa Community Development Project: will assist
in creating conditions tc accelerate the development and
reconstruction of Wadi Halfa. Agricultural development
through pilot efforts with irrigation <ystems, crop
trials and youth agricultural vocational training, and
improved health, nutrition and sanitation conditions
will be attempted. International VYoluntary Services
(IVS) is implementing the project.

1979 PROJECTS:

Project No.:
650-0012

Rural Development Planning Project: seeks to improve

skills in planning, designing, implementing and eval-
uating agricultural development projects in the tradi-
tional sector, develop institutional mechanisms to feed



650-0013

§50-0031

650-0030

650-0028

650-0035
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applied research results into the regional planning
process and improve data collection, analysis and
integrated planning capacity at the provincial level,
Expertise to conduct courses, seminars and workshops
and funding for participant training will be provided.

Agriculture Sector Supoort Project: will provide grant

funds to finance foreign exchange costs of agricultural
imports to the traditional sector and help defray local
costs associated with programs extending services to
rural people. The people should help strengthen govern-
ment institutions related to traditional agricultural
research, education, extension, credit, rural infra-
structure, marketing and svorage, input supply and rural
agricultural industry.

Southern Sudan Pural Infrastructure Profect: will rehab-

ilitate the roads from Mundri to Rumbek, Rumbek to Wau
and Rumbek to Sharbe %0 minimum commercial access stan-
dards. Technical assistarce will be provided for road
constructicn, and training to improve the Ministry of
Communication, Transport and Rrads capabfility to plan,
coordinate and implement road yrojects.

Health Sector Support Project: will provide foreign

exchange and local currency resources to foster effec-
tive and timely implemertation of the primary health
care program and ens.re the dependable availability

of financial resourczs for thé general expansion of
health facilities and services throughout the country.

Literacy Training Praject: will reorient education in

southern Sudan to the development needs of the irea and
bring the quality of education up to national primary
schoo’ standards. Pre-primer, primer and post-primer
materials will be produced in 16 languages, and cur-
riculum development and “ezacher education will be
emphasized. The project will be imdlemented by the
Summer Institute for Linguistics, a U.S. orivate
voluntary agency.

Yambio Research Sta<ion Project: will reestablish the

Agrictil tural Research Corporation's Yambio Agricultural
Research Station by rehabilitating the buiidings, re-
aquipping the laboratories, and fostering research and
development activities to complement PCY anc Southern
Region Ministry of Agriculture programs. The project
will be implemented by the International Voluntary
Services, a U.S. private voluntary agency.



650-0033
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Housing Investment Guaranty Project: may provide a loan on
long-term arrangements to provide services to building sites,
upgrade water, sewerage, road and community services in
squatter areas, and possibly a revolving home improvement
Toan fund in Port Sudan and Juba., Detalls of the project
have not yet been worked out.

ITI. PROPQSED FY 1980 PROECTS:

Project No.:
€50-0017

§50-0029

650-0032

North Kordofan/Darfur Agricultural Production and DECARP
Project: will attempt to develop an agricultural production
package that minimizes the degradation of environmentally
fragile land, emprasize anti-desertification measures,
idenzify renewable energy supply innovations and address
other impediments to increased agricultural production in a
combined research and develorment effort. It would restcre
degraded sites, increase crop production, improve agricul-
tural development planning and evolve socially feasible
systems of improved farm and resource management.

Western Sudan Agricultural Extension Project: will field a
technical assistance team to work with the Ministry of
Agriculture and provincial officials to reorganize and
redirect the extension effort in the western four provinces,
The goal would be the establishment of a comprehensive
agricultural extension network manned with a trained staff,

Western Sudan Feeder Roads Project: will field a technical
assistance team to undertake feeder road planning and design
to be followed by institution building and road construc-
tior activities. Feeder road activities will be selected on
the basis of quick return and maximum support to other
agricultural development activities,
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The Democratic Republic of the Sudan
Ministry of National Planning

MINISTER'S OFFICE

P.0. Box 2092 KHARTOUM
Cables (EIMAR)

TELEX 324

Ref: MNP/330/8/121
Khartoum, August 9, 1979

Mr. Gordon K. Pierson
AID Director,
Khartoum,

Ref, : Commodity Import Programme

gCIPQ Grant

Dear Mr. Pierson,

Thank you for your letter dated August 1, 1979 and referring
to the discussions at the meetings of August 1, and August 8, 1979
in the Ministry of National Planning with your goodself and the CIP
Design Team, I wouid like to convey to you that the views we exchanged
yesterday were fruitful and constructive.

It gives me pleasure to attach herewith a 1ist of our proposals
and we hope that all items will be eligible for financing against the
CIP grant, Once again, I would like to emphasize that the Government
attaches a high priority for Item 1. re "Wheat for Consumption".

I avail myself of this opportunity to express our deep grati-
tude for the aid you extend to us which will - no doubt - strengthen
the good relations between our two countries as well as enhance
development efforts presently undertaken by the Sudan Government.

We look forward <o the finalization and impiementation of the
CIP Grant Agreement as soon as possible.

With best regards.

Sincerely Yours

Nasr E£1 Din Mustafa
Minister of National Planning



II.

II1.

Iv.

v.

SECURITY SUPPORTING ASSISTANCE/COMMODITY
IMPORT PROGRAMME
FINAL ~ROPOSALS

Wheat for Cons.mption

AGRICULTURE
i. Foundation ard certified wheat seed
i1, Spares for spray airplanes
fii., Tractors
fv. Spares for Tractors a~1 other Agric.
equipment
V. Baiiing Hoops
vi, Land Levelling Equipment

TRANSPORT & COMMUMICATIONS

i. Spares for Railrcad Locomotives
ii. Raw Materials for Sudan Railways
iii. Spares & Equipment for Boeing Aircrafts

for Sudan Airways

A) INDUSTRY (PUBLIC AND ?RIVATE)

Tallow

Plastic Bags {Sugar/Flour)
Tinplate

Delinting Unit

Canning

Chemicals

Tyres and Tubes

Iron and Steel

B) INDUSTRY (PRIVATE)

Spare Parts
Raw Materials

SERVICES

i. -Spares for Khartoum North Sewerage System
ii. Medical & Scientific Equipment
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The above represents the final proposed list Y
submitted in the final meeting held in the

Ministry of National Planning between Ministers of

(a) Mational Planning, (b) Cooperatives, Trade and
Supoly (c) Minister of State for Finance and National
Ecoromy and the AID Director (KHM.) and the CIP Design
Team on August 8, 1§79,
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ANNEY TV
INITIAL ENVIROMMEINTAL EXAMINATION

Project Country: Sudan
Project Title: Sudan Cormodity Import Grant
Funding:  FY(s) 80 $ 50,000,000

Period of Project: The terminal date for requesting disbursement
authorization is 18 months from the date of
the grant agreement., The terminal disburse-
ment date is 24 months from the grant
agreement date.

IEE Prepared by: Forest Duncan

Environmental Action Recommended: Negative Determination

(/—'— -
A D Cte Gde Do
Concurrence: <::zq;41n,jb.(kcc Sdan, Do/ o

(:::gordon K., Pierson, Director, USAID/Sudan

Date:

Assistant Administrator Decision:

APPROVED ' T

DISAPPROVED

DATE_ /- -
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Examination of Nature, Scope and Macnitude of Environmental Impacts

I.

II.

Descrintion of the Project

The project proposes to provide a commodity import grant of
$50 million to the Government of Sudan from Economic Support
Funds on standard A.I.D. terms. The primary purpose of the
graint is to provide balance of payments assistance by
financing high-priority imports of equipment, manufacturing
materials, and spare parts. This will provide foreign
exchange to help the GOS overcome a serious, but tempnorary,
balance of payment problem.

Eligible commodities are those on the A.I.D. Positive List,
all of which have been secreened for any adverse effects they
may have on the environment. In particulary no pesticides or
herbicides wiil be imported under this grant.

Recommended Environment Action

In accordance witn A.I.D. Reg 16, paragraph 216-2(f), it has
been determined that a negative determination is appropriate
regarding the environmental impact of this activity. As the
proceeds of the grant will not be used for the purpose of
carrying out a specifically identifiable project or projects,
an Environmental Assessment or Environmental Impact Statement
is not required.



ANNEX V

STATUTORY CHECKLIST

SUDAN--FY 1980 C.I.P. GRANT

I. Nonproject Assistance Checklist

A.

72

General Criteria for Nonproject Assistance

App. Unnumbered; FAA Sec 653(b)

(a) Describe how Committees on

Appropriations of Senate and House

have been or will be notified
concerning tne nonproject
assistance;

(b) 1s assistance within
(Operational vear Budget)
country or 1international organi-
zation ailocation reported to
the Congress (or not more than
$7 mi1lion over that figure

plus 10%)?

FAA Sec. 611(a)(2).

It further tegislative action

is required within recipient
country, what 1s basis for
reasonable expectation that such
action will be completed in

time to permit orderly accomp-
1ishment of purpose ot the
assistance?

FAA Sec. 209, 619.

1s assistance more efficiently
ana effectively given tnrough
regional or multilaterdal organ-
izations? If so why is assis-
tance not so given? Informa-
tion and conclusion whether
assistance will encourage
regional development programs.
If assistance is for newly
independent country, is it
furnished tnrough multilateral
organizations or in accordance
with multilateral plans to

the maximum extent appronriate?

Proposed C.I.P. Grant

was included in a supple-
mental submission to the
FY 1980 Congressicnal
Presentation.

Yes.

No further legislation
13 required.

This program is not
susceptible of execution
as part of a regional or
multilateral program. It

is not expected to encourage

regional development
programs. Sudan 1s not

a newly independent country.
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FAA Sec. 601(a); (and Sec. 201(f)

for cevelopment loans).

Information and conciusions whether
assistance will encourage efforts
ot the country to: (a) increase the
flow or international trade;

(b) foster private 1nitiative and
competition; (c) encourage develop-
ment and use or cocperatives,
credit unions, and savings and

Toan associations; (d) aiscourage
monopolistic practices; (e) improve
tecnnical efficiency of 1ndustry,
agriculture, and commerce; and

\f) strengthen free labor unions.

FAA Sec. 601(b).

[nformaticn ard conclusion on

how assistance will encourage
U.S. private trade and invest-
ment abroad and encourage private
U.S. participation in foreign
assistance programs (including
use of private traae cnannels

ana the services of U.S., private
enterprise).

FAA Sec. 612(b); Sec 636(h)
Describe steps taken to assure
that, to the maximum extent
possible, the country is con-
tributing local currencies to
meet the cost of contractual
and other services, and
foreign currencies owned by the
United States are utilized to
meet the cost of contractual
and other services.

FAA Sec. 612(d).

Does tne United States own
excess forelan currency and,
if so, what arrangements have
been made for its reilease?
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Program will increase
the fiow of international
trade by providing the
necessary foreign exchange
for the importation of
goods. A portion of the
program assistance is
earmarked for the
sudanese private sector
and will tend to foster
private initiative and
competition,

To the extent that trade
patterns between the G0S
and U.S. continue to
grow and expand, this
program will have a
positive erfect on trade
patterns.

Not applicable, Program
provides foreign exchange -
assistance for commodity
imports. No other con-
tractual or non-commodity
related services are being
financed under the grant.

At present the Sudan is
not a country in which
the U.S. owns excess
fecreign currency.



II.

Funding Criteria for Nonoroject Assistance

7¢

tor tconomic Supnort Fund

FAA Sec. 531 (a).

Will this assistanca support or
promote econcmic or political
stapility? To the extent possible,
does it reflect the policy direc-
tions of section 1027

FAA Sec. 333.

Will assistance under this
chapter pe used for military,
or paramilitary activities?

Country Eligibility Checklist

A.
1.

General Criteria for Country Eligibility

FAA Sec. 116.

Can it be demonstrated that con-
templated assistance will directly
benefit the neeay? If not, nas
the Oepartment of State determined
that this government has engaged
in a consistent pattern of gross
violations of internationally
recognized numan rights?

FAA Sec. 481,

Has 1t been determined that the
government of recipient country
has failed to take adequate steps
to prevent narcotics drugs and
other controlled substances (as
defined by the Comprehensive Drug
Abuse Prevention and Control Act
of 1970) rroduced or processed,

in whole ¢r in part, in such
country, from being sold illegally
within the jurisdiction of such
country to U.S. Government
personnel or tneir depenaents, or
frem entering the U.S. unlawfully?

1. It will promote economic
stability by providing
vital foreign exchange
required for Sudan's eco-
nomic development.

1.a. Yes, to the extent
possiple.

No. The Department of
State has made no such
determination.

No
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FAA Sec. 620(b).
[f assistance is to a government,
has the Secretary of State

determined that 1t is not controlled

by the international Cummunist
movement?

FAA Sec, 620(c}.

It assistance is to a government,
{s the government liable as debtor
or unconcitional guarantor an any
debt to a U.S. citizen for goods
or services furnishea or orderea
where (a) such citizen has
exhausted availahle legal remedies
and (b) debt is not denied or
contested by such government?

FAA sec. 62u{e)(1).

If assistance is to a government,
nas it (1ncluding government
agencies or subdivision) taken
any action which has the effect
of naticnalizing, expropriating,
or otherwise seizing ownersnip or
control of property of U.S.
citizens or entities benericially
owned by them without taking steps
to discharge its obligations
toward such citizens or entities?

FAA Sec. 620(a), 620(f); FY 79
App, Act Sec. 108, 114 and 606.
Is recipient country a Communist
country? Will assistance be
provided to the Sociarist
Repubtic of Vietnam, Carboaia,
l.aos, Cuba, Uganda, Mozambique,
or Angola?

FAA Sec. 620(i).

1s recipient country 1n any way
involved in (a) subversion of, or
military aggression ajainst, tne
United States or any country
recelving U.S. assistance, or (b)
the planning of sucn suoversion or
aggression?

Yes

No

No

No

No
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10,

11.
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FAA Sec. 620(j).

Has the country permitted, or

failed to take agequate measures

to prevent, the damage or dest-

ruction, by mob action, of u.S.

property? No

FAA Sec. 620(1).

It the country has failed to

institute the 1nvestment

guaranty program for tne

specific risks of expropriation,
inconvertibility or confiscation,

has the ALD Administrator witnin

the past year considered denying

assistance to such government

for this reason? No

FAA Sec. 620(0); Fishermen's
Protective Act or 196/, as

amended, Sec. 5.

It country has seized, or impcsed any Sudan has taken nc
penalty or sanction against, any such action,

U.S. fishing activities in 1nter-

national waters,

a. has any deduction requirea by the
Fishermen's Protective Act been made?

b. has complete denial of assistance
been considered by A.l1.D. Admini-
strator?

FAA Sec. 620; FY 79 App. Act Sec.603.

(a) Is tne government of the

recipient country in default for

more than six months on interest or
principail of any AID lcan to the

country? (b) Is country in default
exceeding one year on 1nterest or

principal on U.S. loan under program

for which App. Act appropriates

funas? No
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13.

14,

16.

FAA Sec. 620(s).

If contempliated assistance is
development i10an or from Econcmic
Support Fund, has the Administrator
taken 1nto account the percentage
of tne country's budget wnich is
for military expenditures, the
amount ot foreign exchange spent
on military aquipmerit and the
amount spent tor the purchase of
sophisticated weapons systems?

FAA Sec. 620(t).

Has the country severed aiplomatic
relations with the United States?
If so, nave they been resumea ana
have new bilateral assistance
agreements been negotiated and
enterea into since such resump-
tion?

FAA Sec. 620(u).

What 1s the payment status of
the country's U.N. obligations?
I the country is in arrears,
were such arrearages taken into
account by the AID Administrator
in determining the current AID
Operational Year Budget?

FAA Sec. 620A, FY 79 App.

Act, Sec. 60/.

Has the country granted sanctuary
Trom prosecuticn to any individual
or group wnich has committeq an
act of international terrorism?

FAA Sec. 666.

Joes the country object, on hasis
of race, religion, national srigin
or sex, to the presence of any
officer or employee of the U.S.
there to carry out economic
development program under FAA?
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Yes, as reported in
annual report on imple-
mentation of Sec. 620(s).

Tne GOS severed dip-
lomatic re21tions with
the U.S. 1 1967, but
they were resumed in

1972.

The
1958 bilateral Assistance
Agreement was reconfirmed
in 1973 and remains in
effect.

Current

No

No
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FAA Sec. 669, 670.

Has the country, arter August 3,
1977, delivered or received
nuciear enricnment or reproces-
sing equipment, materials, or
tecnnoliogy, without specified
arrangements or safeguards? Has
it agetonated a nuclear device after
August 3, 1977, aithough not a
"nuclear-weapon >tate" under the
nonproiiferation treaty?

Funaing Criteria For Ecoromic Support

Fund Country tiipibility.

FAA Sec. 5028B.

Has the country engaged in a
consistent pattern of gross
violations of internationally
recognized human rights?

FAA Sec, 609.

1f commodities are to be granted
s0 that sale proceeds will accrue
to the recipient country, have
Special account (counterpart)
arrangements ogen made?

FY 79 App. Act Sec, 113.

Will assistance be provided for
the purpose ot aiding directly
the efforts of the government
of such ~ountry to repress the
legitimi.te rignts of the popu-
lation of such country contrary
to the Universal Declaration

of Human Rights?

II1. Standard Item Checklist

A.
1.

Procurement

FAA Sec. 602.

Are there arrangements to permit
U.S. small business to participate
equitably im—ske furnishing of
gocds and services financea?
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No

No

Yes

No

Yes, using A.I.D.
Regulation 1 procedures.



FAA Sec. 604(a).

Will a1l commodity procurement
financed be from the U.S. except
as otherwise determined by the
rresident or under delegation
from him?

FAA Sec. 604(d).

If the cooperating country dis-
criminates against U.S. marine
insurance companies, will
agreement require that marine
insurance be placed in the U.S.
on commodities financed?

FAA Sec. 604(e).

1f offshore procurement of
agricultural commodity or
product is to bte tinanced, 1s
there provision against such
procurement, when the domestic
price of such commodity is less
tnan parity?

FAA Sec. 608(a).

Will U.S. wovernmant excess
personal property be utilized
wherever practicable in lieu

of the procurement of new items?

FAA Sec. 603,

(a) Compitlance witn requirement
in section 901(b) cf tne Mercnant
Marine Act of 1936, &s amenaed,
that at jeast 50 per-centum of
tne gross tonnage of commodities
(computed separately for dry bulk
carriers, dry cargo liners, and
tankers) financea shall pe
transportea on privately owned
U.S. tlag commercial vessels

to tne extent that such vessels
are available at fair and
reasonable rates.
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Yes

Yes

A.1.D. Regulation 1

will be incorporated
into the Grant Agreement
to enforce the statutory
price restrictions,

Yes

Yes



FAA Sec, 621.

[¥ technical assistance is

financed, witl such assistance

be rurnisned to the fullest

extent practicable as goods ard
protessional and other services

from private enterprise on a
contract basis? I[f the

facilities of other Federal 2gencies
w1ll be utilized, are they par-
ticularly suitable, not competitive
witn private enterprise, ana mace
availabie without undue interfaerence
with domestic programs?

International Air Transport. Fair
Compe*titive Practices Act, 1974.

ail: cransportation of persons or
proper-y is financed on grant basis,
will provision be made that U.ST-
flag ~arriers will be utilized to
the extent such service is
availabie?

FY 79 Acp. Act Sec. 108,

Does the contract for procurement
contain a provisicn authorizing the
termination of such contract for the
convenience of the United States?

Construction

Other Restrictions

FAA Sec. 620(h).

Do arrangements preclude promoting
or assisting the foreign aid
projects or activities or Communist-
bloc countries, contrary to the

best interests of the U.S.?

FAA Sec. 636(i).

[s financing not permitted to te
used, without waiver, tor purchase,
long-term lease, or exchange of
motor vehicle manufactured outside
the U.S. or guaranty of sucn
transaction?
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Technical assistance
will not te rinanced
by this Grant,

Yes

Yes

No construction will
be financed by this
trant.

Yes

Yes



Wiil arrangements preclude use
of financing:

a. FAA Sec. 104(f).

To pay for pertormance of
abortions or to motivate or
coerce persons to practice
abortions, to pay for perfor-
mance of invoiuntary sterili-
zation, or to coarce or provide
financial incentive to any ?
person to undergo sterilizations?

b. FAA Sec. 620(g).

To compensate owners for
expropriatea nationalized
property?

c. FAA Sec. 660,

To finance police training
or cther law enrorcement assis-
tance, except ror narcotics
programs?

d. FAA Sec. 662,
For CIA activities?

e. FY 79 App. Act Sec. 104,
To pay pensions, etc. for
military personnei?

f. FY 79 App. Act Sec. 106.
To pay U.N. assessments?

g. FY 79 App. Act Sec. 107.

To carry out provisions of
FAA sections 209(d) ana 251(h)?
(Transfer or FAA funds to multi-
lateral organizations for
lending.)

h. FY 79 Apo. Act Sec. 112.

To finance tne export or nuclear
equipment, tuel, or technology or to

train foreign nations in nuclear
fields?

i. FY 79 App. Act Sec. 601,
10 be used for publicity or

propaganda purposes within U.S, not

authorized by Congress?

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

81
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ANNEX VI

WAIVER JUSTIFICATICN

I. Waiver Required

Procurement of source and origin waiver from A,I.D. Geographic
Code 000 (U.S.) to Code 899 (Free World) for procurement of trans-
portation service. from U,S, to Sudan,

II. Surmary Waiver Information

Cocperating Country: Sudan

Authorizing Document: PAAD

Activity: Commodity Import Prcgram
Nature of Tunding: Grant, Economic Support Funds

Transportation Services from
U.S. to Sudan
Approximate Total Value: $§500,0C0
Proposed Source/Crigins Code 899 Countries

III. Discussion

. AJI.D. policy rermits A.I.D. Geographic Code 941
source/orizin procurement for sgrants to RLICs such as Sudan
(EB 1B 5alc(2)). This appiies to the procuremen:t of transport
services as well as the commodities themselves. Only one TU,S.
carrier services Sudan regularly from the U,S.,, Waterman, a non=
U.S.~conference carrier. Central Gulf Lines alsc services Sudan,
but only occasionally and on an inducement basis. Suppliers of
large shirments under this grant will have no trouble finding U.S.
flag service, However, this grant will finance many small ship-
ments of items iike spare parts which would not provide sufficient
inducement for a U,S. carrier, or which may ve shipped from U,S.
ports not regularly serviced by one of these lines, ZIurther, no
U.S. air carrier services Sudan. Therefore, this waiver is
requested for Code 899 procurement of these air and ocean freight
services,

Payment of these freight costs with grant proceeds is further
justified by Sudan's chronic balance of payment difficulties and
severe lack of foreign exchange as described in the FAAD.
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This waiver would apply only to those shipments for which CCM/TR
issues a Certificate of Non-Availability (CNA) of U.S. flag ser=-
vice., CCM/TR will also keep a dollar value record of the amounts
so waived. All Letters of Commitment will specify shipment by
U.S. flag vessel unless a CNA has been issued.

IV. Justification

The subject transtort services are essential to this A.I.D.~
financed grant, and non-A.I.D. foreign exchange is not available for
the purpose. For these reasons, procurement from the sources listed
above is necessary to the attainment of U,S. foreign volicy objec=
tives or objectives of the foreign assistance progzam.,



ANNEX VII

A.I.D. Grant No. 650-0037
(Draft)

GRANT AGREEMENT
Between
UNITED STATES OF AMERICA
and the
DEMOCRATIC REPUBLIC OF SUDAN
FOR
COMMODITY IMPORTS
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GRANT AGREEMENT dated 1979 between the UNITED STATES
QF AMERICA, acting through the AGENCY FOR INTERNATIONAL DEVELOPMENT
("A.I.D.") and the DEMOCRATIC REPUBLIC OF SUDAN ("the Grantae").

ARTICLE I

SECTION 1.01. The Grant. A.I.D. agrees to grant to the Grantee
pursuant to the Fereign Assistance Act of 1961, as amended, an amount
not to exceed Fifty Million United States dollars (550,000,000)
(the "Grant") for the foreign exchange costs of commodities and com-
modity-related services, as such services are defined by A.I.D.
Regulation 1, needed to assist the Grantee in meeting a serious
foreign exchange shortage, achieving development objectives, improving
the standard of living and maintaining political stability. Com-
modities and commodity-related services authorized to be financed
hereunder are hereinafter referred to as "Eligible I[tems,” as
hereinaftter more fully described in Section 3.04.

ARTICLE 11

Conditions Precedent to Diébursement

SECTION 2.01. Conditions Precedent to Initial Disbursement,
Prior to any disbursement or to tne issuance of any Letter of Commit-
ment or other authorization of disbursement under the Grant, the
Grantee shall, except as A.I.D. may otherwise agree in writing, furnish
to A.I.D. in form and substance satisfactory to A.1.D.:

(a) an opinion or upinions of the Attorney General of the
Democratic Republic of Sudan that this Agrzement has been duly
authorized and/or ratified by and ex=cuted on behalf of the Grantee
and that it constitutes a valid and legally binding obligation of
the Grantee in accordance with all of its terms; and

(b) a statement of the names of the persons holding or acting
in the office of the Grantee specified in Section 7.02 and a specimen
signature of each person specified in such statement.

SECTION 2.02. Terminal Date for Meeting Conditions Precedent
to Disbursement. If all the conditions specified in Section 2.0]
shall not have been met within sixty (6J) days after the date of
this Agreement or such later date as A.I.D. may agree to in writing,
A.I.D., at its option, may terminate this Agresment by giving written
notice to the Grantee.
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SECTION 2.03. Notification of Meating Conditions Precedent to
Disbursement. A.I.D. snall notify the Grantee upon determination by
A.1.D. tnat the conditions precedent to disbursement specified in
Section 2.01 have been met.

ARTICLE III

Procurement, Utilization and E1igibility of Commodities

SECTICN 3.01. A.I.D. Requlaticn 1. Except as A.I.D. may
otherwise specify in writing, this Grant and the procurement and utili-
Zation of tligible Items financed under it are subject to the terms and
conditions of A.1.D. Regulation 1 as from time (o time amended and in
effect, which is inccrporated and made a part hereof. If any provi-
sion of A.I.D. Regulation 1 is inconsistent with a provision of this
Agreement, the provision of this Agreement shall govern,

SECTION 3.02. Source of Procurement. Excent as A.I.D. may
specify in Implementation Letters or Commodity Procurement Instructions,
or as it may otherwise agree in writing, all Eligible Items shall have
their source and origin in the United States of America.

SECTION 3.03. Qlate of Procurement. Except as A.I.D. may otherwise
agree in writing, no goods or services may be financed under the Grant
for which any order or contract was firmly placed or entered into prior
to the date of this Agreement.

SECTION 3.04., Eligible Items.

(a) The commodities eligible for financing under this Grant shall
be those specified in the A.I.D. Commodity Eligibility Lis:ing as set
forth in the Implementation Letters and (crmodity Procurement Instruc-
tions issued to Grantee. Commodity-related services as detvined in
A.I1.D. Regulation 1 are eligibie for financing under this Grant. OQOther
items shall become eligible for financing only with the wr:tten agree-
ment of A.I.D. A.I.D. may decline to finance any specific commodity
or commodity-related service when in its judgment such finéncing would
be inconsistent with the purpose of the Grant or of the Fereign
Assistance Act of 1961, as amended.

(b) A.I.D. reserves the right in exceptional situaticns to delete
comnedity categories or items within commodity categories described by
Schedule B codes on the Commodity £1igibility Listing. Such right will
be exercised at a point in time no later than commodity prevalidation
by A.I.D. (Form 11 approval) or, if nc commodity prevalidation is
required, no later than the date on wnich an irrevocable Letter of
Credit is confirmed by a U.S. bank in faver of the supplier,
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(¢) If no prevalidation is required and payment is not by
Letter of Credit, A.1.D. will exercise this right no later than
the date on which it expends funds made available to the Grantee,
under tiis Agreement for the financing of the commodity. In any
event, however, the Grantee will be notified through the A.I.D.
Mission in its country of any decision by A.I.D. to exercise its
right pursuant to a determination that financing the commodity would
adversely affect A.I.D. or Toreign policy objectives of the United
States or could jeopartize the safety or health of people in the
importing country.

SECTION 3.05. Procurement for Public Sector. With respect to
procurement hereunder by or for the Grantee, its departments and
instrumentalities:

(a) The provision of Section 201.22 of A.l.D. Regulation 1
regarding competitive bia procedures shall apply unless A.I.D.
ctherwise agrees in writing; and

(b) Grantee will undertzke to assure that public sector end-
users under this Grant establish adeguate logistic management facilities
and that adequate funds are available to pay banking charges, customs,
duties and other commodity-related charges in connection with commodities
imported by public sector end-users,

SECTION 3.06. Financing Physical Facilities. Except as A.I1.D.
may otherwise agree in writing, not msre than 37,000,000 from the
proceeds of this Grant shali be used for the purchase of commoditias
or commodity-related seryices for use in the construction, expansion,
equipping, or alteration of any one physical facility or related phy-
sical facilities witnout prior A.1.D. approval, additional to the
approvais reauired by A.1.D. Regulation 1. "Related physical facili-
ties" shail mean those facilities which, taking into account such
factors as functinnal interdependence, geographic proximity and
ownership, constitute a single enterprise in the judgment of A.I.D.

SECTION 3.07. Utilization of Commodities.

(a) Grantee shall insure that commodities financed under this
Agreement shall be effectively used for the purpose for which the
assistance is made available. Such effective use shall include:

(1) the maintenance of accurate arrival and clearance
records by customs authorities and the prompt processing of commodity
imports through customs at ports of entry and removal froem customs
and/or customs-bonded warehouses of such commodities, the total time
for which (from date commodities arrive at port of entry to date
importer removes them from customs) shall not exceed ninety (90)
calendar days unless the importer is hindered by force majeure or
A.I.D. otherwise agrees in writing;
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(i1} the consumption or use not later than one (1) year
from the date the commodities arrive at the port of entry unless a
longer period can be justified to the satisfaction of A.I.D. by
reasons of -“grce majeure or special market or other circumstances;
and

(ii1) the proper survejllance and supervision by Grantee
to reduce breakage and pilferage in ports resulting from careless
or deliberately improper cargo handling practices, as specified in
detail in Implementation Letters.

(b) Grantee shall use its best efforts to prevent the use of
commodities financed under this Agrecment to promote or assist any
project or activity associated with or financed by any country not
included in Code 935 of the A.I.D. Geographic Code Book as in effect
at the time of such projected use except with the prior written
consent of A.I.D.

SECTION 3.08. Motor Vehicles. Except as A.1.D. may otherwise
agree in writing, none of the proceeds of this Grant may be used to
finance the purchase, sale, long-term lease, exchange or quaranty of
a sale of motor vehicles unless such motor vehicles are manufactured
in the United States.

SECTION 3.09. Procedures, A.I.D. will issue binding Implementa-
tion Letters and Cormodity rrocurement Instructions which will pres-
cribe the procedures applicable in connection with the implementation
of this Agreement.

SECTION 3.10. Private Sector. In recognition of the importance
of the development of the private sector in promoting its overall
economic growth the Grantee agrees to take all necessary steps to
make available to the private sector as much of the proceeds of the
Grant as possible,

ARTICLE IV

Disbursements

SECTION 4.01. Disbursement for United States Dollar Costs Letters
of Commitment to United States 3anks. Upon satistaction of conditions
precedent, the Grantee may, Trom time to time, request A.I.D. to issue
Letters of Commitment for specified amounts to one or more United
States banks satisfactory to A.I.D., committing A.1.D. to reimburse.
such bank or banks for payments made by them to the Grantee or any
designee of the Grantee through the use of Letters of Credit or
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otherwise, for costs of Eligible [tems procured in accordance with the
terms and conditions of this Agreement. Payment by a bank to a con-
tractor or supplier will be made by the bank upon presentaticn of such
supporting documentation as A.l.D. may prescribe in Letters of Commit-
ment and Implementation Letters. Banking charges of the United States
bank or banks incurred in connection with Letters of Commitment and
Latters of Credit shall be for the account of the Grantee and may be
financed under the Grant.

SECTION 4.02. Other Forms of Disbursament. Oisbursements of
the Grant may also be mace througn such other means and by such other
procedures as the Grantee and A.1.D. may agree to in writing.

SECTION 4.03. Date of Disbursement. Disbursements by A.I.D.
shall be deemed to occur, in the case of disbursements pursuant to
Section 4.01, on the date on which A.1.0. makes a disbursement to the
Grantee, to its designee, or to a banking institution pursuant to a
Letter of Commitment.

SECTION 4.04. Terminal Date for Disbursement. Except as A.I.D
may otherwise agree in writing, no Letter of Cormitment or other
commitment documents which may be called for by another form of dis-
bursement under Section 4.02 shall be issued in response to a request
received by A.1.D. after twelve (12) months, and no disbursement of
grant funds shall be made against documentation received by A.I.D. or
any bank described in Section 4.01 after twenty-four (24) months from
the date the Grantee satisfies the Conditions Precedent in Section
3.01.

SECTION 4.05. Documentation Reauirements. A.I.D. Regulation 1
specifies in detail the documents required to substantiate disburse-
ments under this Agreement by Letter of Commitment or other method
of financing. The document number shown on the Letter of Commitment
or other disbursing authorization document shall be the number
reflected on all disbursement documents submitted to A.I.D. In
addition to the above, Grantee shall maintain records adequate to
establish that commodities financed hereunder have been utilized in
accordance with Section 3.07 of this Agreement. Additional documents
may also be required by A.I.D. with respect to specific commodities,
as may be set forth in detail in Implementation Letters.

SECTION 4.06. Records. Grantee shall maintain or cause to be
maijntained in accordance with sound accounting principles and prac-
tices consistently applied such books and records relating to this
Agreement as may be prescribed in Implementation Letters. Such books
and records shall be made available to A.I.D. for such periods and
at such times as A.I.D. may require, and shall be maintained for three
(3) years after the date of last disbursement by A.I.D. under this
Agreement.
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ARTICLE V

General Covenants an< Warranties

SECTION 5.01. Reports. Grante:z shall furnish to A.I.D. such
information and reports relating to the goods and services financed
by this Grant ind the performance of Grant's obligations under this
Agreement as A.I.D. may reasonably request.

SECTION 5.02. Disclosure of YMaterial Facts and Circumstances.
The Grantze represents and warrants tnat all racts anu circumstances
that it has disclosed or caused to be disclosed tc A.I.D. in the
course of obtaining the Grant are accurate and complete, and that it
has disclosed to A.I.D., accurately and completely, all facts and
circumstances that might materially affect the Grant and the dis-
charge of its obligation under this Agreement. The Grantee shall
promptly inform A.I.D. of any facts and circumstances that may here-
after arise that might materially affect, or that it is reasonable
to believe might materially affect, this Grant or the discharge of
the Grantee's obligations under this Agreement.

SECTION 5.03. Taxation. This Agreement, and the Grant,shall
be free from any taxation or fees imposed under the laws in effect
within the country of the Grantee,

SECTION 5.04. Commissjons, Fees and Qther Payments

(a) Grantee warrants and covenants that in connection with
obtaining the Grant, or taking any action under or with respect to
this Agreement, it has not paid, and will not pay or agree to pay,
nor to the best of its knowledge has there been paid nor will there
be paid or agreed to be paid by any other person or entity, commis-
sions, fees, or other payments of any kind, except as regular
compensation to the Grantee's full-time officers and employees cor
as compensation for bona fide professional, technical or comparable
services. The Grantee shall promptly report to A.I.D. any payment
or agreement to pay for such hona fide professional, technical, or
comparable services to which it is a party or of which it has know-
ledge (indicating whether such payment has been made or is ta be
made on a contingent basis), and if the amount of any such payment is
deemed unreasonable by A.l1.D., the same shall be adjusted in a manner
satisfactory to A.I.D.

(b) The Grantee warrants and covenants that no payments have
been or will be received by the Grantee, or any official of the
Grantee, in connection with the procurement of goods and services
financed hereunder, except fees, taxes, or similar payments legally
established in the country of the Grantee.
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SECTION 5.05. Periodic Discussions. Periodically, but no less
than annually, the Grantee and A.I.D. will meet to discuss the status
of the economy, associated economic issues and the relationship of
the A.I1.D. program to those cencerns.,

SECTION 5.06. Use of Local Currency. Grantee will establish a
Special Account in the Bank of Sudan and deposit therein currency of
the Government of the Oemocratic Republic of Sudan in amounts equal
to procesds accruing to the Grantee or any authorized agency thereof
as a result of the sale or importation of the £1igible Items. Funds
in the Special Account may be used for such purposes as are mutually
agreed upon by A.1.D. and the Grantee from time to time, provided
that such portion of the funds in the Special Account as may be desig-
nated by A.I.D. shall be made available to A.I.D. to meet the
requirements of the United States.

ARTICLE VI

Termination and Suspension

SECTION 6.01. Termination. This Agreement may be terminated by
mutual agreement of tne Parties at any time. Either Party may ter-
minate this Agreement by giving the other Party thirty (30) days
written notice,

SECTION 6.02. Suspension of Disbursements, Transfer of Goods
to A.I.D. In the event tnat at any time:

(a)Grantee shall fail to comply with, or correct a default in
fecarrying out any provision of this agreement within 60 days; or

(b) any representation or warranty made by or on behalf of
Grantee with respect to obtaining this Grant or made or regquired to
be made under this Agreement is incorrect in any material respect; or

(c) an event occurs that A.1.D. determines to be an extraordinary
situation that makes it imprcbable either that the purposes of the
Grant will be attained or that the Grantee will be able to perform its
obligations under this Agreement; or

(d) any disbursement by A.1.D. would be in violation of the
legislation governing A.1.D.; or

(e) a default shall have occurred under any other agreement
between Grantee or any of its agencies and the Government of the United
States or any of its agencies; then A.I.D., in addition to remedies
provided in A.I.D. Regulation 1, at its option, may (i) decline to
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jssue further Letters of Commitment or other disbursing authorization,
(i) suspend or cancel outstanding Letters of Commitment or othzr dis-
bursing authorizations to the extent that they have not been u-ilizad
through the issuance of irrevocable Letters of Credit, or (iii; to

the extent that A.I.D. has not made direct reimbursement to Griantee
thereunder, giving notice to Grantee promptiy thereafter, decline to
make disbursements other than under Letters of Commitment; and (iv)

at A.I.D.'s expense, direct that title to goods financed hereunder
shall be transferred to A.I.D., if the goods are in a deliverable state
and have not been offloaded in ports of entry of the Democratic
Republic of Sudan.

SECTION 6.03. Cancellation by A.I1.D. Following any suspe. .ions
of disbursements pursuant to Section 6.0¢, if the cause or causes for
such suspension of disbursements shall not have been eliminated or
corrected within sixty (60) days from the date of such suspension,
A.1.D. may, at its option, at any time or times thereafter, cancel
all or any part of the Grant that is not then either disburced or
subject to irrevocable Letters of Crelit.

SECTION 6.04. Refunds. In addition to any refund otherwise
required by A.I.D. pursuant to A.I.D. Regulation 1, in the case of
any disbursement not supported by valid documentation in accordance
with the terms of this Agreement as determined by A.I.D., or of any
disbursement not made nor used in accordance with the terms of this
Agreement or is in violation of the laws governing A.I.D., as deter-
mined by A.I.D., A.I.D. may require the Grantee to refund such amount
in United States dollars to A.I.D. within thirty (30) days after
receipt of a request therefor. Refunds paid by Grantee to A.I.D.
resulting from violations of the terms of this Agreement shall be
considered as a reduction in the amount of A.[.D.'s obligation under
the Agreement, reducing the amount available for future disbursement,
and shall not be available for reuse under the Agreement.

SECTION 6.05. Nonwaiver of Remedies; No delay in exercising
or cmision to exercise any right, power or remedy accruing to A.I.D.
under this Agreement shall te construed as a waiver of any of such
rights, powers or remedies.

ARTICLE VII

Miscellaneous

SECTION 7.01. Communications. Any notice, request, document, or
other communication given, made, or sent by the Grantee or A.[.D. pur-
suant to this Agreement shall be in writing or by telegram, cable, or
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radiogram and shall be deemed to have been duly given, made, or sent
to the party to which it is addressed when it shall be delivered to

such party by hand or by mail, telegram, cable, telex, or radiogram

at the following addresses:

To Grantee:
Mail Address: Ministry of dational Planning

P. 0. Box 2092
Khartoum, Sudan

Cable Address: EIMAR Khartoum
Telex No. 324
To A.I.D.:
Mail Address: United States Agency for International
Development

American Embassy
P. 0. Box 699
Khartoum, Sudan

Telex No. 619 AmEmbassy Km.

Other addresses may be substituted for the above upon the giving of
notice. All notices, requests, communications, and documents sub-
mitted to A.I.D. hereunder shall be in English, except as A.I.D. may
otherwise agree in writing.

SECTION 7.02. Representatives. For all purposes relative to
this Agreement, the Grantee will be represented by the individuals
holding or acting in the offices of Minister of National Planning
and the Undersecretary for National Planning, and A.I.D. will be
represented by the individual holding or acting in the office of
Director, USAID, Khartoum, Sudan. Such individuals shall have the
authority to designate additional representatives by written notice.
In the event of any replacement or other designation of a representa-
tive hereunder, Grantee shall submit a statement of the new repre-
sentative's name and specimen signature in form and substance
satisfactory to A.I.D. Until recept by A.I.D. of written notice
irrevocation of the authority of any of the duly authorized repre-
sentatives of the Grantee designatzd pursuant to this Section, it may
accept the signature cf any such representative or representatives on
any instrument is duly authorized.
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SECTION 7.03. Implementation Letters. A.I.D. shall from time
to time issue Implementation Letters that will prescribe the pro-
cedures applicable hereunder in connection with the implementaticn
of this Agreement. Except as permitted by particular provisions of
this Agreement, Implementation Letters will not be used to amend or
mcdify the text of this Agreement.

SECTION 7.04. Information and Marking. The Grantee will give
appropriate publicity to the Grant as a program to which the Unit&d ~
States has contributed, and require goods financed by A.I.D. in be
marke? as described in Implementation Letters.

IN WITNESS WHEREOF, Grantee and the United States of
America, each acting through its respective duly authorized repre-
sentative, have caused this Agreement to be signed in their names
and delivered as of the day and year first above written.

DEMOCRATIC REPUBLIC OF SUDAN UNITED STATES OF AMCRICA
BY BY
NAME : NAME :

TITLE: TITLE:
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