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both prior and subsequent to the procurement of such commodities. The te i~ hnicQl 

assistance may include, but not be limited to: defining scopes of work for each 
procurementj preparation of ~rnwin3s defining required co~oditiesj reviewing 
designs of suppliers to insure compliance with the requireMents of the procurecent 
contract; installation or erection of A.r.n.-financed equipment or the training 
of personnel in the maintenance, operation, and use of the equipment in excess 
of $50,000 or 25 ,percent of a particular total purchase contract ; serv'lces 
facilitating the entry of goods into Sudan as well as the proper distribution 
of the commodities once inside the countrYi and assistance to the Governcont of 
Sudan in monitoring and arrival accounting. Reg'Jiation 1 will not be applicable 
to the procurer:lent of technical Rsshtance services. 

3. Commodities procured under the Grant may not be used in the production of palm 
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4. Not more than $1,000,000 from the proceeds of th18 Crant shall be used for the • 
purchase of commodities or commodity-r~latcd services for usc in the con.truction, 
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A.l.D. Reau),lltion11. except as A.I.D. I~' may other"'isc agree 1n .... riting . "Re:'£Ited 
Physical facUities" shall mean those facUities which, toking into account such 
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constitute" lingle enterprise in the judgment of A.I. D. 
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aarket ratal. 
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Indu.tr~.l .octor in ord.r to dotermine waYI to improve .ffitioncy in 
operationl and inva.tmlnt policy dacision •• 

C. 1lhlro indic.:atod by .uch rovia". and uhoro conaidored necouary to achi.vo 
d.volopment objoctiv.l, mlko pro.rol. toworda pholinS out inefficient 
public Intlrprl.l. with flr.t priority In tho .urlcultur ••• ctor which I. vital 
to .cono~ic nrowth. 
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SUDAN 

Commodity Import Program FY 1982 

~ummary and Recommendations 

The analysis below ID presented 1n support of 8 request 
by the Government of the Sudan for an Economic Support 
Fund (ESF) grant in FY 1982 of $100 million. The Grant 
would be used to help ease the Sudan's current foretgn 
exchange crisis by financing essential commodity imports 
from the U.S. 

There 1& no question but that the Sudan needs such 
assistance. For the second successive year, it is faced 
with a trade deficit of over $1.1 billion and a current 
account deficit of some $800 million. Even after olloww 
ing for a continued high level of capital inflows froa 
past loans and the successful renegotiation of current 
debt payments, the IHF had forecast 0 f inone ing gap of 
$566 million for 1982. While it now appear. that most 
of the gap will be covered through IMF drawinss and in­
creased donor Dllistance pledged at a recent consorcium 
meeting in Paris, the alza of the gap points up the pre­
cariouanol. of the Sudan's present economic situation 
and the uraoncy of itl need for financial lupport. Cro •• 
foreisn exchange reserve. at present aro equivalent to 
leis than one week'. import.. Soma $1.2 billion of the 
Sudan', current $3.1 billion foreign debt i. in arrearl, 
and the country', ace ••• to commercial .ourcea of import 
credltl I. Iharply limited. A recent IBRD report on the 
oconomy ha. projected tho continuation of lerlou. balanci 
of payment. dlfflcultle. for tho Sud.n throuah 1990. 

The U.S. ha. b •• n providina balance of paymont. lupport 
to tho Sud.n throuah PL 480 Title 1/111 and ESF-fln.ncod 
commodity Import pros ram. (eIP) Iinc. ro.umptlon of the 
A.1.D. prolram In FY 1978. The Jultlf1cAtlon for con­
tinued U.S •• upport, Includlnl tho $100 mUlion ESF lunt 
propo •• d hareln for FY 1982, I. thl bollof th.t thl Sudln 
c.n .ttaln •• u.t.lnabl. b.l.nc. of plym.nt. po.ltlon 
within tho n.xt .Ivlral y •• r. provldld that It continu •• 
to pur.u. vi,oroully itl curront .conomic .t.bilization 
and raform ottort.. For 1982, thl. IncludOl .dherlnco to 
thl provl.lon. of tho IHY St.ndby Arrln •• mont and tho 
formulation ot I rational m.dlun-t.rm public Invllt".nt 
prolr... It .110 will rlqulrl thot tho Sudan .trlnlth.n 
and broldon it. capacity to man.,. productivo onterpr! ••• 
• fflclontly and In • mlrnlr th.t will r •• ult In I ••• tor 
fln.nclal rlturn •• nd m.rk .... bl •• urplu •••• 
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During the past year, the Government of the Sudan (GaS) 
has shown Q growing dispcsition to undertake necessary 
economic reforms. In re,ent months, it has initiated a 
number of measures aimed ~t rectifying some of the 
econo~y's more glaring deficiencies de s pite considerable 
political risk. Included were the recent exchange rate 
devaluation. and increases in the prices of petroleum 
products and sugar. These efforts on their own merit 
consideration for further assistance; nevertheless in 
order to encourage GaS follow-through on its overall 
stabilization and recovery program, the USAID Mission 
proposes to incorporate in the ESF Grant Agreement appro­
priate linkages between the allocation and disbursement 
of ESF funds and GaS progress towards improved management 
performance along the lines cited abov e . 

It is very much in the U.S' interest to continue to 
provide balance of payment9 support to the Sudan. Be­
cause of it8 location astride the ~11e Valley and along 
tht Red Sea, developments in the Sudan are of prime 
importance to the security of Egypt and the Arab State •• 
AIIO, the COS hal beon lupportive of the Middle East 
peace procol. in recent ycars and hal played a con­
structive role in a number of Atrican problem area •. 

The commoditie, to be financed under the FY 1982 ESF 
Crant will be larsely 11milar to thOle financed under 
previou. ESF grants in FY 1980 And 1981. Approximatoly 
$70 million will be allocated for private lector import'; 
lome $20 million'of th~ reaainder vill be earmarked for 
commoditie, .nd equipment for the power .ector. Powor 
.ervico to th o Sudan', indu.trial plante and irriSlted 
a,ricultural .chomel hal become increalina1y erratic 
and unroliable ln rocent y.ar" and i. loriou.ly alfoct­
ina the production of cotton and other major export 
commoditie •• 

Thl u.s. Hi •• ion recommend. Authorization of the propo.ld 
Irlnt. 

11. Cenlral Con.iderationl 

A. Thl Sudan'. Currlnt For.ian Exchanao Crl.il and NI.d 
for B.l.nc, of raYment, Support 

Tha Sudan i. pre.antly a.parlencin, a • • voro foroi,n 
a.chan,o cri.i., h.yin, ro,l.torod .i.aablo ourrant 
account daficit. ln it. ba1anc. 'f paymlnt •• 1nca 
thl .id-1970'.. A dafieit of $853 million 1. proJoctld 
for 1982. Tho.o poronnio1 daficit. haYI wiped out thl 
country'. foroi.n •• chan," ra.arvo. and hoyo 10d to • 
hoayy 10rol1n debt burdon, much of which 1. ln arr •• r. 
and h •• had to b. ro •• h.du10d. Out.tondin, 0.tornl1 
debt Wa. a.ti •• tad It '3.1 billion .t tha end of 1980, 
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of which about $1.2 billion was in a rrear s. Dcspice 
rescheduling. the debt service ratio for 1980 
(actunl principal and interest payments as a per 
cent of exports) ~as estimated at 30 per cent. 
Cross foreign pxchange reserves currently average 
less than one week of i mports. 

The shorta~c of foreign exchange has seriously affected 
the economy. Imports have been cut back severely. in­
cluding agricultural inputs . industrial macninery and 
equipment. raw materials, fuel and s pare parts. This 
haa contributed to the doterioration of power. trans­
port and communications facilities. the eurtailmont 
of industrial production. and stagnation in the agri­
cultural sector. The decline of agriculture has boen 
especially serious . since this sector accounts for 
nearly all of the Sudan's exports. 

In it. Qost recent published report on the economy. 
the IBRD projects a continua t ion of the Sudan', balance 
of payments difficulties through 1990. The report 
cite, as principal contributing factor. the pre.ently 
severe trade imbalance, comparatively slo~ growth of 
exports. and continued heavy debt service payments. 
The report indicate. that the government will have to 
continua it. _trcnucu. economic recovery proaram for 
about a decade to approach u more manageable balance 
of payments position. An es.ential component of tho 
recovery program will continua to be the provilion of 
lub.tantiol amountl of quick-disbursina balonce of pay­
montl alliltanco by the Sudan'l principal donorl. 

A rocont update of the IBRD analYlil includel an 
"optimiltic c •• o" balance or plymantl projection Which 
IhoWI • clolin» of tho current Account lap by 1990. 
To achi.vI thi. objoctiye would require thlt cOQmit­
monts of donor .lliltaneo to tho Sudan b. mar. thAn 
doublod, from tho pro.ont lovol of $850-900 million 
to $1.8-1.9 billion annually from 1985 throuah to tho 
ond of tho docodo. Whilo tho laRD analy.i. doo. not 
difforontiato botvoon balanco of paymont •• upport ond 
oth.r forml of I •• iltanca, it cl •• rly impli.1 that a 
aub.tantial ~roportion of donor a •• i.tAnco throuah 
1990 vill need to bo commodity import arant •• 
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B. The Causes of the Crisis and the Government's Response



- The initial causes of the current crisis 'date back to 
the early 1970's, when the government undertook an 
overly-ambitious public 'sector development program
and borrowed heavily from abroad to finance the pro­
gram. This, coupled with unprecedented increases in 
petroleum import prices starting in 1973, drove the 
economy into a tailspin from which it has still not 
recovered. Lagging exports, a steadily videning

*trade gap, and $rowing budgetary deficits have com­
pounded the country's economic difficulties. Cotton 
exports, which accounted for 60 per cant of total 
exports and averaged $300 million annually during the 
1970's, fell to $158 million and 32 per cent of total 
exports in 1981. Non-cotton exports have taken up
the slack to some degree, however, there has been

virtually no increase in total exports since the

mid-1970's. Conversely, led by petroleum and sugar,
imports

+ 
rose from $1.0 billion in 1976 to $1.7 billion 
+ : "........+ + + ,+ +, iiia- ­ + + + i, + at, -­
, ' , ,, Cr rin 1981, an increase of 70 per cent.



*1. The COS/IMF 3-Year Stabilization Proaram



In response to the worsening economic situation,

the government with IMF7 assistance, embarked upon
a 3-year-economic stabilization programIbeg inning
in July 197"'. The program was aimed primarily 

­

* at reducing the recurring balance of payments

deficits and -restoring an element of growth to 'theSudanoese ,,.:o o+ ....... frm a+y t


economy. The principal targets war* to raise the


.......... Ihch
 negative rate inLI: + 
growth pte of real GDP from a-oat-at -+:++.+-++'+.:++++ -at 

a 

?i~:K +: i ++t+++ +:+++++++ aC a,.1978/79-+ + x . to 4 per' cent per annum. to lower the++? +++ a': +i~ ? +- aaa; .+;+:?+ +?i:;race of Inflation from the 26.7 per cent registered

In 1978/79-to 10 Oer cent by 1981/820 to hold the07:2aa i;a7ia ; f l a i -a 1 1 -a -ar-< a- .....!;:!a ,,, tat,!i~2 i taa17C aaa1!77ia a7? current.account deficit to U.S.-#400:million by­a a7 I aOt a7 a a 

* - - ­ 1981/82 (vs.-$458 million in 1978/79). and to
aata-tr!at a S a ait, -I+++ a a' a ,aeliminate externaliarrears, Key measures inclluded­ ­

;~il+ ,+ ++,+  i++; l~i; !?iTand ..: ~ tii lli ... ,, ...... a+a+:,-fiscal
 monetary rucraincs, periodic exchange
-- - -71o~Ca C - a a a a a-a0;.4C'--f4 . --.at -aat ----a-taka7a race adjustments,++++++++,++ the T~~ aO-ICT ta 
+' eliminationlofl a++iia import price5 i I 1 7 .++,T-aaaia-aa-C---a-aaa a~~a ai7aasubsidieso ;reduad exports, aandI ' the r-em­, m , -taxea,,on 

" aaa+++';i;aaaC +aa+f+--a1+;7++,+i f+:?aC'+-+il+ :#i ;{+in; T~~+,~?S 4 a aii~str-----cturing of alricult Ural Ineenti es 'to encourage 

marl?'cotton. cop- i- ~-

'., a t aa 'CCiaIC a aaaa : ~aa a at aa a 0 a 
C Iataa (a 4,Ctaa taaaa- } ." : -- a at+ aa a a-C a. at atlara IC -a Ca a a -C 0-.t+aDa :.,t 

is~~ ~~~~ CatatCaa0-a; Ia ta f T 

tat:CI:aa
4a"4- a -a - aC-a 
aC t&+- o a*m -a C C t0 '0 attaa a a --t aa aa ta-o- +- t 4ag P+ Ca aa*C+ 



On the bais of its assessment of GOB performance


during the first year of the 3-year program#, the


IMIF forecast gradual improvement in the Sudan's


balance of payments, beginning around 1983. Mixed


results during the second year however, specifically


the poor performance of cotton, led 'the IMIF to


alter its assessment and to shift the basis of its


support for further 008 stabilization efforts to a


more flexibla, annual stand-by auangement. 

2. The 1982 Stand-By__Program



The failure of the Sua' economy to respond more


positively and Immediately to the reform measures


initiated under the 3-year stabilization program


was due in part to unfavorable external developments,, 
such as higher world prices for petroleum and sugar 
imports, and political tensions in neighboring 
countries, giving rise to additional security mea­
sures and inflows of refugees, which necessitated 
Incressed government expenditures. But there were 
also prolonged delays in the implementation of the 
reforms. At the core of the 3-year program was an 
anticipated large expansion of cotton production. 
This was to result in a substantial Increase in


export volume which would have improved the balance

of payments, strengthened' the udget, and helped in

restraining credit expansion. "However, delay in

removing distortions In the cost structure of' 
 
cotton production relative to other crops, along 

' 

" B .. ..
...
with labor shortages and management deficiencies,


contributed to reduced acreage and declining yields.


As a result,

t:B 
cotton production and exports in 1961 

fell to their lowest levels in 25 years and were 
barely one-half of the levels reached four years


ago. In the case of sugar, the 3-year program had 
assumed a virtual 'cessation of' sugar Imports with 
the projected coming on stream of three new sugar' 

sills in 1979/80. Plroblems with the' completion


of the sills prevented the .xpeeted Increases In


domestic output and necessitated a continued high 

. volume of' sugat imports. This' was 'compounded' by

.. 

delays In the adjustment of the exchange rate and


by domestic ptiae' poltics 'which sought to In".


sulate the prices of basicconsuercommodities 
such &a sular fro Intarnational "price'changes,. 
Znoreases in import'pteser not,,always passed 

onto .~.. asmer, 'and" this'resultei~iht 
an outr-Ight, subsidy or,& defici1t In the' account 
of, th'e importing 'public agelncy ',which was fi1nanced 
by credit extension fromi the' central banke 



---

---
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in recent months, the Sudan has taken a number 
of measures to overcome these deficiencies.* In 
the irrigated agricultural sector, the joint 
account and profit-sharing system which distorted


agricultural incentive against' cotton cultivation


has been replaced by an individual accountasystem

and by the imposition of land~and water charges
on all crops in irrigatedschemes. The GOS- has



undrta ento collect such charges in th course 
of the current season. Progress on the re­
habilitation of the capital< stock in the largest 
*schemes has been speeded up' with~ technical and
financial assistance from the Wol.,d. Bank. Manage­

ment of the agricultural schemes has beaen


strengthened through decentralization and financial


autonomy at the level of each scheme. 'Inthe 
manufacturing sector, steps havle been-taken to,~'~
improve capacity utilization inlthe sugar refining
mills. These have included management reorganiza­
tion, reliance onforeign' expertise, and special,

allocations -to build up inventories of fuel and 
spare parts in order to reoduce disruptions. The 
budget has been significantly strengthened by nov 
revenue measures and by price adjustments;,for the 
first time in year., current revenues are-expected,
to exceed current expenditures., In particular,
petroleum prices have been increased sharply to 
bring them into line with external prices*, The 
authorities have moved to increase the prices of 
the two' most basic consumption commodities, sugar+++++ ++++++++++++++++-+++++++''+++++++++++++++- +'4'++++++++ ++++++---+~-"+ +++++ 
+ ++++++++++++++++++2++++i--.4' 2++ + 743+++, + ++++++ ..............................................-- +++------Y44-+
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credit policy, interest rates ondeposits and 

borrowing .hvlse nrsesnpoat'rates 

imposed on commercial banks that do-notobserve 

ceilingsa on oradIt'exteniton, In -,th*-externa1l 
seator,'th.e'uni action of the-,otfical antd' parallel.-;
exchinpg, emrkets has-resulted ina, deptrecition.of 

~~, S8 per oeeit 'for -noirl ,half of' imports and of 12.5


- ,. <~
'~~'per
 cant for othier isports an~d all exports.'-+wmj 

The Itand-By Program for 1982 will attempt to, bu*ild 
~on the reform moenu Seneao In re UA e months 
~--'The main pd.ioy thanges wvillVfocus on the further

restructuril,-,of ftiacau incentivesin aigricualture 
''' 

alon~tc prpa~maitenance of physical capital 
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and timely provision of management serviCeos, and


will attempt to bring about substantial reductions


in both the overall and bank-financed deficits (as 
ratios to GDP) of the government budget; more 
effective control over the expansion of domestic 
credit in order to bring down the un,',rlying rate 
of inflation from 35-40 per cent at present to 
about 25 per cent, and maintenance of an exchange 
system that will encourage reinittances and exports. 
While it is expected thab. the deficit in the current 
account of the balance of payments will continue to 
be large, the stand-by program aims to contain the 
size of the deficit through demand restraint and 
the expansion of non-cotton exports. 

Tc gain greater control over the allocation of


sciarce capital %esources, the GOS with IBRD


assistance will promulgate during 1982 a current 
version of its rolling 3-year public investment 
program, The program, which, is updated annually, 
is designed to ensure that proposed projects are 
consistent with overall COS development priorities 
and kept within the limits of available resources. 
The priorities of the 3-year program are: (1) cown­
plation of ongoing projects; (2) implementation of 
structural reforms to improve capacity utilization 
in agriculture and industry; (3) reduction of 
bottlenecks in transport and power generation;. 
(4)development of traditional, agriculture and

other productive activities with relatively small

reliance on imported inputs; (5)development of

petroleum extraction; and (6)improving social

services and water availability in rural areas.



C. Other-Donor Assistance
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foreign sources (capital inflowvs)* excluding IMF draw­
,i ++++ i +d A4A +h + .- ++++r+ +++
+++++i+ +++? + +il+ +++++++++++++++++ +++++++?+ '+ +i+i:i £ h+ K++A.I1. r:..++ f +i++iit . i i b ,+ +++€.ings, amounted to $636 million. Of this amount,


approximately $364 million represented balance of pay­

ments assistance, including cash loans and $rants and 
donor-financed commodity imports. Saudi Arabia was the


main contributorp accounting for approximately 40 per 
cent of the total, followed by, the U.S., 20 per centi 
AbuDhabi, 9151 par cantl the Islamic Bank, 10 per cent; 
France, the Z.OC#.and othersi 15 per cent. Most of. ... 

funda contributed by the Arab donorsf vere provided'A~.the 

through loans andwaroused to finance oil imports 

I : A 



Despite an expected slight narrowing in the trade gap 
from $1,127 millio- in 1981 to $1,114 million in 1982, 
the Sudan's currCnL accoUnt deficit is projected to 
increase from $742 mill ion in 1981 to $853 million in 
1982 mainly as a result of higher requirements for 
interest payments on rescheduled debt. As net capital 
inflows are expected to decline to $287 million, also


reflecting higher debt servicing obligations, the 
overall financing requirement is projected at $566 
million. Inasmuch as the maximum net support from the 
IXF will total about $193 million, the Sudan will need 
to cover the remaining $373 million gap through in­

creased balance of payments support from donor


countries.



At a meeting convened in Paris in late January 1982,


the Sudan received pledges of additional balance of


payments support amounting to an estimated $250 million.


If fulfilled, this would still 
 leave an unfinanced gap
of $123 million. -he GOS is no," recanvassing th.e donor 
group to identify potential sources for these residual 
requirements. Of the $100 million ESF grant being 
requested for FY 1982 under this PAAD, $30 million has 
been counted within the $2F7 million net capital in­
flows figure cited above, and 
 $70 million is considered


to be an addiional 
input, to be included within 
 the


$250 million amount pledged by the donors at the Paris 
meeting. 

D. U.S. Contributions to Date



The U.S. has been providing balance of payments support


to the Sudan since resumption of the A. I.D. program in 
FY 1978. Concestsional sales of PL 480 Title I wheat 
have averaged $10 million annually since FY 1978, and 
were augmented in FY 1980 '4ith the signing of a 5-year, 
$100 million Title Ill program. Combined Title I/Ill 
wheat imports for FY 1982 are programied at $25.0


million.



U.S. balance of payments! atSS;1irLa ce hal; t]no been pro­
vided since FY 1980 through annual ESF-financed cor'nodity 
import programr, (CI'). Eli' g,'tnt(: for CII' impiortf. 
amounted to Y'40. 0 mill ion in FY I9C0 and ,50I.0 m.l1ion 
in FY 1981. A grant of $100.0 rlil ion i,- hereby being 
proporned foir FY 1982. 

-8­
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D. Issue regulations in implementation of new investment code and


undertake other measures in order to encourage foreign and domestic


~private inv'estment in developing the economy, particularly inagri­

culture.



E. Increase emphasis on management and technical training 5programs


and establish economic 'incenti~ves to encourage retentioi of 7techni­

cally qualified personnel inagriculture, and related, indvstriest



F. Undertake a review of Government policy reforms necessary to


encourage increused private savings and investment, particularly

from'Sudanese ir king abroad.



G. Review foreign exchange and im~port licensing system toasIsure that they
ntion efficiently and fairly in,addressing needsof ths private sector, 

V.consistent with public policy instabilizing priorities for use of limited


resources.



In order to encourage COS follow-through with regard to the foregoing, the


USAID Mission proposes to incorporate in theESPGrant Agreement


linkages between the allocation and disbursement ofESF funds and GOS pro­

gress towards improved management performance



While the primary justification for continued U.S. balance of payments

assistance to the Sudan isthe likelihood that such assistance will-contri­

but. significantly to the eventual resolution of the Sudan's balance of


payments problem, there are several other equally important purposes to be


served.



L,1US Interests and Overall Assistance Strategy 

- The Sudan has m~ajor significance for U.S. interests InAfrica


and the Middle East. Because of. Its location astride, the Mile.. 
Valley and along the Red Seat developments in the Sudan are of 

A,+		 prime importance to the security of Egypt-and the Arab Statfe 
Under President Himieri, the 005 has been* supportive of ths,
Middle east pasue process and has playedwa constructive role 
In's number of African problem areas. Sludan's support for, 

S 

Egy$ 'has reduced the rsliability and perhaps th~e level of 
~- --- ~ 	 -ausistane from' other Arabi Siates, A clear'threat from Iibya s < 

­

has obliged ,the Sudan ostrengthen its'defens forces. This 
­

~ hass -imposed -OdditionaloImport requirements on the countryi . 

S addingj to 	 thelbaan.. of payments problem. T1he prop.osedU.5. 
assistane wll ~help to offset the' costs of~thesi additional 

- -B- requirements and encourage th~e WOS to continue t"ts constue- L2 ~ 
&-~ 

21~> 
tiviiioderatinSBrole in Middle-Eastern and African affairs. ~<7i~ 

++910
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creased production and export. 

4. 005 budget 8222ort 

Approximately 70 per cint of the FY 1982 $100 
million grant will be allocaced to private 
sector importers, and will therefore generate
available counterpart funds., The funds will 
be deposited intoa special account at this 
Bank of. Sudan, and their use join-ly determined 

Sby A.I.D..and the 005.- Priority in thealloca­

tion of CIP conterpartfunds. will-be-given to--­


-A.ID. 
 and other doaior-a-ssisted'divelopment 
projects in the traditional rainfed farming, 
areas of Sudan, for agricultural research, pro­
duction and marketin~g projects, railway re-,
habilitation, road construction. and river trans­
part development. An appropriate amount, as 
agreed by.A#l.Do and the G0$, will also be 
channelled through the US/GOS Trust Fund 
established, in FT 1981, to cover some of the 
program and administrative costs-of the U.S. 
Mission inthe Sudan. the balance of the counter­
part funds generated under the FT 1982 CIP will 
be used for general budget supports 

The 008' need for budget support is clearly


r 	 evident from a review of the government's FT 1981 

budget. Against total expenditures of LS 1.3 
billion, the budget show6aldeficit of LS3545 
million, or over 	 40 per cent. More recen'tdata



- indicate that the actual ratio may be closer to,

50 per'c'ent. - y 	 comparison devel.opment ax-. -

penditure.-in FY,1981 were estimated at LS.371
II, million. ?oraign borrowings to finance budetar) 
I --

--

expendituresavere around-LS 400'million -,In- I 

~ ~'- -A 	 -effect,	 total'005 expenditures for development 
I 	 ­are Ifow bainhgfinanced yfo-reiln borro-ving. I 

I 

­

i-I-- --f-'- - - - - - - -12­
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5.Development uses and relation to other corn­
ponentsaofa the U.S. assistance program 

As in past years, the goods to be imported under


the FY 1982 CIP will contribute directly to 005


development efforts. Perhaps the most direct


link is *±n the power sector. Power service to



* 	 the Sudan's industrial plants and irrigated agri­

cultural schemes has become increasingly erratic


and unreliable in recent years.. The poor service



4, is seriously affecting the production of cotton


and other major export commodities. Continued.


deterioration of power service would not onlyv


further disrupt the economy, butwolasohv


serious political repercussions. The $20 million


earmarked under the CIP for commodities and equip­


ment for the'power sector will help significantly


to esehiscritical situation. A.1.D. is also' 

contributing to the efficient use of such imports 
through its project, level suppor~t of 005 efforts 
to improve energy policy and planning procedures. 

A pervasive lack of spare parts is generally con­

sidered to be one of the key constraints in the


Sudan, to the increased production and marketing



: 	 :ion ..t :he .c .: 
aa
 '.a 	 aaafaa. 	 a , 	 of .•3goodsa in both industry and agriculture. 
Shortages of replacement machinery and equipment,

industrial' raw materials, agricultural inputs and

transport vehicles are also major obstacles. As

indicated in Section VII.A. belowl a substantial

share of the funds provided for the PY 1982 CI?'


'a'e a, d e a a used to help overcome such shortages#6 o ~ :. e... .aawill be t 

A.I.D. is also trying to help increase agricultural


output in the Sudan through project-financed


technical .assibtance activities. The agricultural
a' 	 . 

inputs and equipment brought in under the CIP,


combined with, the use of CIP-generated counterpart



a a::aii~ : 	 i:= ~: ic n~ a i:iiifor local cost support, will effectively complement 
and strengthen considerably 'A.I8D.ls technical 
assistance to the agricultural sector.a 

aaaaahi wia of tallow, chemicals and ¥a i9 8aaIaaa:CIP imports n dy,, !''p tin plate willa 
' a r:€omi7:0 ::ih'''helpa,?awiaftaaa'ato'bustain ::5 i'4 d7tO i p a . locUal mnacturing5 

industries. Tallow Is uved primarily in soap-mAkina., 
as allow-cost substitute for exportable cotton seed 

ilbor-intensive


is a particularly vital consumer item 'inas ja "' a 'oilo,and 

tbSudafl Tin-plate; is used'main.y if food- pro-n
4' 'atae 

sssins industries.
'a "a'' 	 4 'i)aaj"'5>a'~' a a.'a5 
a: 	 : :! M1 3 ­
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IV. Economic Analysis


A. 	Balance of Payments and Trade 


Since the mid-1970's, the Sudan's balance of payments

has been characterized by steadily widening trade gaps
and perennial current account deficits., Increased im­
port costsl particularly for petroleum products and 
sugar, together with rapidly rising debt service pay­
ments have severely strained the Sudan's inadequate
foreign exchange resources. Lagging export sales and
the government's inability to attract private remittances 
through official channels forced the government to rely
heavily on brrrowings and donor grants to' finance 
essential import commodities and related services. A 
summary of the Sudan's balance of payments from 
'1977/78-1982 is set forth below in Table 1. 

.9 

i 

As indicated in Table 1, the total value of the Sudan's 
exports has hardly changed in recent years, rising from
$551 million in 1977/7.8 to a projected $592 million in
1982. The primary reason for the lagging export trade 

is te dclieo coton xpots.In 1977/78,' cotton 
exports were valued at $296 million and accounted for
54 per cent of total exports. By 1981, cotton exports
had dropped 'to $158 million, representing only 32 per
cent of total exports. The poor performance of cotton 
in recert years has been attributed primarily to the
lack of adequate price incentives for production and 
export, and a burdensome system for allocating pro­
duction costs on the larver Irrigated schemes, whereby
cotton bore a disproportionate share of land prepara­
tion charges and fees. These distortions have nov been
corrected and a modest increase in cotton exports is
'projected for 1982. In fact the overall trade Sap' Is
expected to narrow slightly in the years ahead, do­
creasing from $1,127 million in 1981 to $1,114 million 
in 1982. In addition to a projected.14 per cant in­crease in, cotton exports, key factors include a 23 
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comparatively modest 15 per cent increase In 'the value 
-' ~ 

ofmports.a. 'imIprcetics t an a 2Oper~cent drop in sugarnnncto eprsculdvt~ 

-Table 
 2 below contains a projection of the Sudan's
'-balajnc,,' of. payments through 199.0, ,taken from the Z3RD'as 

memoran du eprt on th Sudan's economy, published inOctober 1979.- As Indicated in the ~table, the Sudan Is­epceto con'tnue to experiente a wdning rade gap
andiseablecurrent account deficits through 1990, 

.4'­1 
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Further, despite projected increases in private re­
mittances and official grants and loans, the country 
will continue to face recurring financing gaps and 
arrearages on past loans throughout the decade. 

A more recent IBRD analysis, as yet unpublished, in­
cludes an "optimistic case" projection which shows a 
closing of the current account gap by 1990. However, 
this would require more rapid export expansion and


slower import growth than is generally expected, and 
greatly increased private remittances. The "optimistic 
case#$ projection also incorporates substantial debt 
relief through 1985/86 and would require that commit­
ments of donor assistance to the Sudan be more than 
doubled, from $850-900 million annually in the early 
1980's to $1.8 to 1.9 billion annually from 1985/86


through to the end of the decade.



The Sudan's other major export crops include sorghum,


sesame, gum arabic, groundnuts, vegetable oil and 
livestock. As noted below in Table 3, except for 
livestock products which have recorded steady in­

creases, all of the non-cotton export crops have shown


erratic growth patterns since the mid-1970's. Serchum


exports to Saudi Arabia have increased appreciably in 
recent years and have helped to offset the decline in 
cotton earnings. 

Because of run-down irrigation facilities, the lack 

of foreign exchange for agricultural inputs, inade­

quate transport. storage 3nd other infrastructural 

facilities, and price distortions, prospects for rapid 

increases in exports over the ixt several years are 

dim. The government is curreitly giving priority in 

the allocation of development resources to revitalia­

tion of the agricultural sector, which currently 
accounts for some 95 per cant of the Sudan's exports. 
It could be several years, however, before this emphasis 

pays off in significantly increased exports. 


While exports have been stagnating, the Sudan's imports


have been increasing steadily over the past six years.


Fr&m a level of $1.0 billion in 1976/77, total imports.

are expected to increase to $1.7 billion in 1981/82.

Table# 4and 5.below show breakdowns of recent imports

by type of commodity and country of origin.
 

++-Sp - y .++++in+ i + + l -+i+4ri d i ~ ~ i+ + + +++ 

The Sudan's principal imports are wheat, sugar, petroleum


products, chemicall,pharmaceuticalsi'machinery and trans­

port equipment, ma nufactiured goods and textiles. Of
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these, petroleum products have shown the most dramatic


increase during the past six years, from $117.8 million


or only 10 per cent of total imports in 1977/78 to a


projected $420.0 million or 25 per cent in 1981/82.



Since the mid-1970's, the value of wheat and wheat


flour imports has more than doubled, as has that of


sugar imports. 'Manufactured goods have shown a sizeable


increase; however, machinery and transport equipment


imports have declined while chemicals, pharmaceuticals


and textiles have remained relatively unchanged.



Petroleum imports are expected to continue to increase


over the next several years although at a slower rate 
than in the past until the Sudan's own recently­

discovered reserves are brought into production. Cur­

rent estimates indicate that the Sudan will be able to


meet some 60 per cent of its own requirements by the 
late 1980's. COS officials also expect to be able to


substitute domestically-produced sugar for imports


within the next two or three years, as the newly­
constructed Kenana sugar mill reaches full production. 
These reduced requirements are not expected to bring 
down the level of total imports, however, as there is 
considerable pent-up demand for other imported com­
modities such as construction materials, agricultural 
inputs, machinery, transport and power system equipment, 
and spare parts, that will need to be met before the 
overall level can be expected to taper off. 

In view of the steady and rising demand for imports


and the poor performance to date and modest prospects


for increased exports, the Sudan can be expected to


continue to record trade deficits over the next several


year,; comparable to the $1.1 billion deficit projected


for 1982.
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Table I 

Sudan: Balance of Payments, 1977/78-1982


(In millions of U.S. dollars) 

Proj . Proj. 

Year Ending Proj. Jan-Dec Jan-Dec 
June 30 1977/78 1978/79 1979/80 1981/82 1981 1982 

Exporrs 551 527 581 560 493 592 

- Cotton 296 321 333 160 158 180 

Other 255 206 248 400 335 412 

Imports -_1 188 -_1138 -i3 40 -_1670 -_ -1,706 

Petroleum -118 -178 -254 -405 -362 -415 

Sugar -44 -28 -123 -65 -64 -51 

Other -1,026 -932 -963 -1,200 -1,194 -1,240 

Trade Balance -637 -611 -759 -ijii0 -1,127 -1,114 

Services -73 .104 -63 -206 -40 -249 

Receipts 
Payments 

159 
-172 

181 
-207 

22-9 
-221 

355 
-300 

34 
-280 

379 
-329 

Interest -60 -78 -71 -261 -102 -299 

Transfers 244 257 293 505 425 510 

Private 221 240 20 355 325 380 

Official 23 17 84 150 100 130 

Current Acccunt -466 -458 -529 -81? -742 -853 

Capital 
Receipts 
Payments 

65 
132 
-67 

348 
405 
-57 

442 
532 
-90 

375 
535 

-160 

382 
480 
-98 

287 
472 

-185 

Allocation of SDRa -­ 13 13 -­ 11 --

Errors and omissions 325 103 26 159 

Monetary movements 
(increase -) 76 -6 48 ... 190 

Financing gap 436 566 

(In per cant) 

Mcmornadtu items: 
Growth rnten 

Exporta 
hnporut 

-7 
20 

-4 
-4 

10 
18 

16 
2 

-1 
3 

20 
5 

Current account 
deficit no par cent of C)P 6 5 10 11 11 11 

1;ourc: Bfank; of hidan. lintitry (if Firwncc and Economic Plnnning, and IfF Ptaff anLimaton. 
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Table 2: Balance of Payments Projections, 1982-1990



($ Million) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 

Exports (including NFS) 1369 1557 1768 2012 2270 2573 2889 3243 3641 
I=porrs (including NFS) -2199 -2448 -2727 -3037 -3365 -3730 -4138 -4584 -5080 
Rescmrce Balance -830 -891 -959 -1025 -1095 -1157 -1249 -1341 -1439 

nvestment Incccie, net of -267 -279 -287 -301 -316 -334 -350 -366 -388 
which In:erest Fublic HLT loans (-151) (-161) (-179) (-202) (-226) (-254) (-281) (-309) (-338) 

Intcrest Arrears (-84) (-84) (-72) (-61) (-50) (-37) (-24) (-10) -

Frivate Transfers 459 498 539 585 635 698 748 811 880 

Balance en Current Account -638 -672 -707 -741 -776 -­802 -851 -896 -947 

Private rDirect Investent 55 61 67 73 81 89 97 107 118 
Shcrt-ter-. net 36 40 44 48 53 58 64 71 78 

iubl.ic Crants an~d f!.T Uu-ns 
Crants. dis!urse-vents 91 100 110 121 133 146 161 177 195 
!1'7 Lc1ans, dsbujrseabents 608 626 649 704 772 847 930 1023 1120 
M.7 Loans. Zepay..nts -305 -341 -423 -433 -423 -398 -406 -448 -509 
Dintirscits. nTt 394 385 336 392 482 595 685 752 806 

lnease~ezreise Arrears - -136 -148 -159 -170 -182 -196 -209 -

Z:5e 1 Y- cscurces 34 -18 -34 -41 -50 -50 -43 -26 -9 
Z%-e in 7esvrves (­

-rrors- c-isslcns 
increase) -

-
-
-

-37 
-

-41 -46 -48 -54 -60 -66 

Gap? 'mIacieeded 19 340 479 469 426 340 298 261 20 

Source: IBRD . eoranduz an the economy of the Sudan, October 1979 



Table 3: Sudan: Composition of Exports, 1977/78-1981/82



(In millions of U.S. do, lars) 1/



Prlim. Prol.



1977/78 1978/79 1979/80 1980/81 1981/82



Cotton 295.8 
 320.7 3.33.4 182.0 160.0
 

25.5 13.2 
 65.6 50.0
Groundnuts 80.1 


55.4 27.8 40.6 34.1 
 55.0
Sesame 


40.0 43.9 
 32.9 45.0
Gum arabic 35.3 


68.7 71.6 105.0
Dura (sorghum) 8.6 8.7 
 

Vegetable oil


and cakes 17.5 46.5 26.3 33.0 55.0
 

3.5 - 6.4 
 10.0Seeds 3.2 


Livestock


).products 26.7 30.0 35.6 44.2 55.0



14.0 25.0
Other 2/ 28.4 
 24.3 19.8 


581.5 483.8
 560.0
551.0 527.0 
Total 


Data provided by the Sudanese authorities.
* Sources: 
 

1.00 w US$2.87; for
I/ Conversion rates used are: fur 1977/78, LSd 
 
a US$^.50 for the
19)8/79, LSd 1.00 - US$2.50; for 1979/80, LSd 1.00 
 

period October
period July-September 1979, and LSd 1.00 US$2.00 for the 
 

US$2.00 or US$1.25 depending
1979-June 1980; and for 1980/81, LSd 1.00 
 

on the exchange market delegated for the commodity.



2/ Includes nonpetroleum re-exports.
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Table 4: Sudan: Composition of Imports, 1977/78-1981/82



(In millions of U.S. dollars) l/ 

Prelim. Proj. 
1977/78 1978/79 1979/80 1980181 1981/82 

Foodstuffs 121.8 98.8 266.2 314.6 270.0 

Beverages and toba-.­ 17.8 12.0 9.8 23.2 30.0 

Crude material and 
petroleum products 124.1 183.9 259.0 404.0 420.0 
Of win ich: petroleum 

products 2/ (117.8) (177.6) (254.0) (393.0) (405.0) 

Chemicals and medicine 106.8 109.5 122.5 139.6 .O 

Manufactured gou. 218.8 218.0 240.5 323.0 350.0 

Machinery and equipment 369.3 284.7 234.2 231.0 250.0 

Transport equipoent 124.9 170.5 137.7 140.2 150.0 

Textiles 104.5 60.5 70.0 55.8 50.0 

Total 1,188.0 1,137.9 1,339.9 1,631.4 1,670.0 

Sources: Bank of Sudan and staff estimates. 

1/ See Table 3. footnote 1, for conversion rates. 
2/ Net of petroleum re-exports. 
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Table 5 Sudan: Origin of Imports, 1975/76-1979/80



(Inmillions of U.S. dollars



1975/76 


471.2
Western Europe 
 
United Kingdcm 201.0 
 
Germany, Federal



Republic of 
 81.0 

31.6
France 
 
70.4
Italy 
 
28.4
Belgium 
 
58.8
Others 
 

China and Eastern Europe 97.9 
 

China, People's


Republic of 31.5 


5.7
Czechoslovakia 
 
12.9
Yugoslavia 
 
40.8
Others 
 

133.5
Western Henisphere 
 
108.
United States 
 
25.2
Others 
 

205.9
Japan 0
Africa and Asia 
 
60.3
India 
 
15.2
Pakistan 
 
41.4
Others 
 

153.1
Arab countries 
 

1,061.6
Total 
 

Source: Bank of Sudan.



1976/77 


472.9 

762.8 


85.9
 
54.0
 
63.2
 
30.8
 
76.2 


65.2 


31.6
 
4.9
 
8.0 


20.7 


110.8
 
74.TT 

'6.4
 

213.4
F. 
62.9
 
15.5
 
37.9
 

123.5 


985.8
 

1977/78 
 

622.0
 
173.2
 

149.9
 
97.6
 
60.9
 
41.3
 
99.1
 

94.8
 

45.9 
 
10.3
 
10.1
 
28.5
 

110.6
 
57.7-" 
52.9
 

217.3
99.
 
36.8
 
26.7
 
54.4
 

143_3
 

1,188.0
 

1978/79 
 

567.5 
 
173. 
 

114.0 
 
84.8 
 
54.3 
 
21.3 
 

119.6 
 

105.8 
 

50.8 
 
13.0 
 
16.5 
 
25.5 
 

7 3 
 

11.0 
 

181.6
4183 
 
41.8 
 
3.8 
 

58.2 
 

209.7 
 

1,137.9 
 

1979/80



596.1


9



128.8


110.7


34.7


46.6


106.4



103.2



43.3


15.8


13.7


0.4



149.6


T T


19.3



204.5

.


34.7


23.5


92.4



286.5



1,339.9
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B. Services and Capital Accounts 

In addition to its sizeable and 
 growing trade deficits,


the Sudan has 
 also regularly been registering annual


deficits in its 
services account. Though modest 
 to


date, these deficits could increase appreciably within 
the next several years because of higher interest pay­
ments, unless the government is able to continue 
negotiating substantial debt relief. As indicated in
Table 1 above, even with the rescheduling of commercial 
debt, interest payments projected for 1982 would


represent a three-fold increase 
 over the level paid


just four years ago.



There is some scope for mitigating the adverse economic 
impact of the higher interest payments through increased 
remittances from abroad, although the Sudan's performance 
so far in this area has not been very satisfactory.

Despite the growing numbers 
 of Sudanese known to be 
working abroad, 
 of which current 
estimates range between


400,000-500,000, private remittaoces 
 have shown almost


no change over the past 
 four years and are projected to


reach only some $380 million in 1982, or $760 to $950


per worker. This is well 
 below the average for other


labor-exporting countries.



Primarily because of the high interest paymen:s and low 
remittances, coupled with the large annual trade deficits,
the Sudan continues to 
register sizeable deficits 
 in its


current account and must look to foreign donors for the 
financial resources to offset these deficits, which have 
nearly tripled in the past. six years. 

The Sudan's principal donors at present are Saudi Arabia,
the U.S., the IBRD, the Arab Monetary Fund, West Germany,
France, the EEC, Italy, the U.K. and Holland. Excluding
IMF drawing!;, gross inflows from foreign donorn in 
1980/81 were estimated to be $636 million. See Table 6 
below. Of theoe, approximately $364.0 million represent
cash transfcrs or commodity loans, while the balance of 
$272 million represents loan and grant-financed project 
asnistance activities. 

C. FInanc 1n1_( p i 

Even with consid&rable help from the donors It should 
be noted per Tlablc, 1 and 2 above that thli Sudan con­
tLinues: to be faced annually with finan n|in gaps. lia fw4y
through FY 1981 (which ran from July 190( to June 1981), 
a gnp of $450 mill ion wau still being projected for th@ 
yoar. With one half of 17Y 19E2 gotio, the, (;O. wiln still 
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projecting a gap of some $340 million for the year. 
Recent calculations by the IMF and the Bank of Sudan 
indicate a $566 million financing gap in CY 1982 of 
which expected IMF drawings would cover about $193 
million. The GOS has obtained pledges of additional 
balance of payments support from a consortium of donors 
at a recent meeting in Paris to cover most of the re­
maining $373 million. This is hardly a desirable 
method of obtaining needed funds, however, and may not 
be a viable option in future years. 
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Foreign Financing of Central Government Budget, 1975/76-1980/81
Table 6 Sudan: 
 

(Inmillions of Sudanese pounds)



Revised Prov.Actual
Prov. 
 

Actual Budget Budget 
 July-Dec.
 

1/ 1980
1975176 1976177 1977/78 1978/79 1979/80 1980/81 1980/81 

Grants . ... 3.7 7.2 42.0 60.0 79.0 57.2 

Comod I ty ... ... ..... 30.5 ... 38.0 2/ ... 

Project ...... ... ... 11.5 ... 41.03/ 

Loans ... ... 46.0 162.0 266.0 399.8 321.0 118.6 

Cash 
Cocuodlty 

...... 

............ 

... ... 128.5 
29.0 

)
) 

189.9 )
) 

144.0 2/d 109.2 

Project ... ... ..... 108.5 209.9 177.0 3/ 9.4 

Total 84.5 53.5 49.7 169.2 308.0 459.8 400.0 175.8 

Less: Repayrn ts -19.7 -19.7 -23.3 -22.8 -70.4 -37.2 -37.0 

Equals: Fcreign


26.4 146.4 237.6 422.6 363.0

f Irarcrn-g 	 64.8 33.8 

Bank of Sudan, and IMF staff estimates.
Ministry of Finance and liational Economy, theSources: 
 

estlimates as agreed with GOS authorities.
11 	 The 1.30/81 

Comadity grants and loans valued at the official market exchange rate.21 
 

Project grants and loans are valued at the parallel market exchange 
rate (at the official rate, project
31 

ut-Jld be LSd 25.5 million and project loans LSd 106 million).
g-.nts above.

41 Equivalent to $636 million at exchange rates cited footnotes 2/ and 

?_ 



D. Reserves Position and Net Forein Assets



The Sudan drew down virtually all of its foreign exchange reserves 
during the mid 1970's to pay off mounting debts. By June 1978, gross 
reserves of the Bank of Sudan were equivalent to only one weeks' i=ports. 
Despite a slight inprovc=ent in 1979/80, the country's reserve position


has remained practically unchanged since 1978. Table 7 below refers.



Table 7. Gross Reserves of Bank of Sudan 
(In million of U.S. dollars) 

1977/78 1976/79 1979/80 
 1980/81 1/
 

Reserves level 21.9 27.4 40.5 24.5 

L.zport equiv. 7 days 9 days 13 days 5 days 

As indicated in Table 8 below, due -.inly to a steady build-up of 
short-ter= liabilities to foreign bank.s and continuous draw-ings under various 
Df credit facilities, the Sudan has been burdened with a negative position 
on not foreign assets over the past five years. There was further deterioration 
of its position in 1980. 
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Table 8. Sudan: Gross Reserves and Net Foreign Assets, 1977-80



CTn millions of 1J.S. dollars) 

June Dec, June Dec, June Dec. June Dec.


1980
End of Period 1977 1978 1979 


Monetary aut.xrities -588 -625 -603 -600 -602 -692 -751 -964 

Convertible foreign 
exchxige 1/ 2S 28 22 32 31 80 61 65 

Net bilateral claims 2/ -36 -45 -41 -36 -37 -52 -58 -77 

Net DF position 3/ -134 -117 -92 -130 -145 -212 -235 -346 

Bank of Sudan shorz-terz 
liabilities to foreign 
banks -341 -386 -391 -399 -384 -445 -456­ -530 

Liabilities fr=m Kuwaiti 

loan -104 -l05 -102 -67 -67 -63 -63 -76 

Coumercial banks 
Assets 
Liabilities 

38 
T 

-17 

27 
IT 
-30 

58 
T 
23 

61 
1 -
-107 

99 
17U 
-21 

121 
M. 
-73 

191 
= 
-74 

291 
M 

-144 

Net foreign assets -551 -598 -545 -539 -503 -571 -560 -673 

Source: Data provided by the Sudanese authorities. 


1/ The Bank of Sudan is required to maintain at 	 all times gold and external assets 


(including SDRs) of not 1oss than the equivalent 
 of LSd 7 million.
 

2/ Includes balnces cn accounts established under loan agreements with certain



Eastern Bloc countries.



3_/ As reported by Bank of Sudan.
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E. External Debt and Annual Services Payments



The Sudan's total outstanding external debt amounted


to $3.1 billion at the end of 1980, having nearly


doubled since 1976. As shown in Table 9, about $1.8


million of the total is owed to bilateral creditors, 
primarily Saudi Ai:abia, Kuwait and the United Arab 
Emirates. Approximately $0.6 billion is owed to


multilateral in1itutions such as the IBRD/IDA 
 the
 

Arab Fund for Economic and Social Development and the



Arab African Bank. The remaining $0.7 billion is owed


to various private commercial banks and other financial


institutions, and to suppliers.



The overall weighted average terms of the Sudan's ex­
ternal debt (which currently reflects an average 
maturity of 33 years, including a 7-year grace period; 
an average interest of 2 per cent' and an overall grant 
element of 63 per cent) are consid-%red to be relatively 
concessional. (See Table 10.) Navertheless, a signifi­

cant portion of the outstanding debt is in the form of 
suppliers' credits and loans contracted at commercial 
terms. As a consequence, according to the IFliP debt 
service payments for 1980 should have amounted to 
around $280 million. This would have represented a'



ratio to total exports for that year of around 41 per


cent. Such a high payment ratio would have been un­

manageable. Actually, as reflected in Table 9,r the


annual payments were virtually cut in half as a result



of the debt relief (on official loans) obtained from



Paris Club donors and through the accumulation of



arrears on payments due to Arab and private creditors.



7. Payments in-Arrear~s



As of the end of 1980, as shown in Table 11, the Sudan

was in arrears on some $1.2 billion of Its scheduled

principal and interest payments. Coupled with payments 
coming due on existing loans, the Sudan will have no 
recourse -1var the next several years but to continue to 
seek retin~ncin& of Its sizeable debt burden.



....
 
.. . .....
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Table 9: Sudan: External Debt, 1976-80



(In millions of U.S. dollars)



Preliminary


1976 1977 1978 1979 1980



External debt 1/ 1,605 1,797 2,083 2,572 3,126


Suppliers' credits 278 302 285 235 259


Financial institutions 336 351 549 535 531


Multilateral institutions 237 296 383 439 550


Bilateral loans 754 848 866 1,363 1,786



Debt service payments 2/ 1.00 62 76 148 144


Principal 70 32 40 54 81


Interest 30 30 36 94 63



Debt service ratio 3/ (17) (11) (15) (26) (30)



1981 1982 1983



Memorandum items:


Projected debt service. 200 484 494


-Principal 98 M 23


Interest 102 299 264



Sources: Data provided by Sudanese authorities, IBRD Debtor Reporting,


System, and staff eatirutes.



I/ Outstanding disbursed public and publicly guaranteed external debt vith


a ;aturity of over one year, repayable in foreign currency at the end of the
 

year indicated.
 

2/ Differs from the data shown on balance of payments table due to differ-. 

ence in years (calendar. vs. fiscal). 
3/ Actual principal and interest payments as a per cent of exports in the 

respective fiscal years., 
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Table 10: SuSan: Amount and Average Terms of 
Debt Commitments, 1976-80 l/



1979 1980
19"6 1977 1978 


Suppliers' credits


Amount (US$ millions) 53.3 89.2 35.9 
 

Interest (per cent) 7.1 5.1 7.8 --


Maturity (years) 11.1 13.1 15.0 --


Grace period (years) 3.5 3.5 3.9 ....


13.2 25.2 11.8 --

Grant element (per cent) 
 

Financial iDstitutiors


Amount (US$ millions) '160.9 13.8 40.5 51.6 37.0



8.3 8.8 8.7 5.9
 8.0
Interes,. (per cent) 

14.8 6.0
Maturity (years) 10.2 8.8 11.2 
 
3.4 2.5
Grace period (years) 4.5 2.9 6.0 


5.3 22.3 5.9
Grant element (per cent) 7.1 4.3 
 

International organi-Lations 
Amount (US$ million) 83.9 66.2 140.6 266.2 281.9



Interest (per cent) 3.1 3.3 1.3 1.7 0.9


29.3 40.3
Maturity (years) 28.6 27.1 34.1 

Grace period (years) 7.3 6.2 7.8 6.2 8.6 

49.0 66.7 59.3 74..4
Grant element (per cent) 52.8 
 

Government loans 
Amount (Us$ millions) 310.0 379.6 504.0 645.9 79.5



5.2 4.1 7.9
 2.3
Inttrest (per cent) 3.4 

22.3 15.2 19.7
Maturity (years) 21.5 14.0 
 

3.0 6.9 5.6 5.2
Grace period (yearg, 6.4 

43.6 27.1 41.5 13.8 
 46.3
Grant element (per cent)' 


Total


721.0 963.7 398.4
Amount (US$ millions) 608.1 5,18.8 

4.0 6.1 1.8
interest (per cent) 5.0 5.0 

Maturity (years) 18.6 15.7 23.6 i9.1 33.0 

Gzce period (years) 5.8 3.6 6.9 3.6 . 7.3 
32.6 29.6 42.9 2o.8 
 62.5
Grant element (per cent) 


Source: IBRD--Debtor Reporting 9yotew (DRS).



1/ Weighted average terms of contracted external debts, including



undisbursed amounts, with a maturity of over one year and repayable in 

foreign currency. 
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Table 11: Sudan: Outstanding External Arrears as of June 50, 1981



(In millions of U.S. dollars)



Total



1. 	 Official creditors 14 1/



Overdues to Paris Club in respect to 1979



rescheduling 	 of arrears and debt service


14
payments 
 

776 2/
2. Commercial banks 
 

a. 	Debts contracted January 1, 1980-June 30, 1981 	 204


(13)
Short-term deposits 
 

(116)
Letters of credit 
 
Avalised bills of exchange (1)



(46)Nostro'accounts 
 
Other 	 facilities 	 (28)



b. 	Arrears as of December 31, 1979 	 398


(147)
Advances 
 
(37)
Letters of credit 
 
(35)
Nostro accounts 
 
(78)
Syndicated loans 
 
(92)
Other 	 term loans 
(9)
Short-term loans 
 

174
c. Unpaid interest 
 

370
3 Suppliers' credito 
 

Sources: Data provided by the Sudanese authorities,'Pet, Marvick,



Mitchell, and Morgan Crenfell.



I/ Does not include arrears due to bilateral donors who did not



pa7ticipate in the Paris Club rescheduling. Amont these are Arab and



Eaktern European countries. Part of Sudan's official debt 
 to Kuwait
 

(US$211 million), Saudi Arabia (US$29 million), and the United Arab



Emirates (UO$18 million) wAv rescheduled on a bilateral basis in



mid-1979. However, repnyreints, which were to begin in 1980/81 in Semi­


annual inatallments, have become overdue. In addition, arrears have



the 
 servicing of debt which Was not rescheduled.
been incurred on 


2/ Of this total, US$496 million Was rescheduled on December 30, 1981.
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V. Budget Support Requirements



A. Overall Def icit 

Total 005 budgetary expenditures in 1980/81 were


estimated At LSd 1.3 billion; total revenues at


LSd 768 million. Including other fiscal operations


(primarily extra budgetary expenditures), the over­

all budgetary deficit was an estimated LSd 630 million,


or some 48 per cent of total expenditures. As re­
flected in Table 12, a somewhat lov4er ratio is being 
projected. for 1981/82; however, this is predicated upon 
an approximate 42 per cent increase in revenues as 
against -amodest 16 per cent increase in expenditures.


The slower increase in expenditures takes into account


the proposed elimination during the fiscal year of cur­

rent government subsidies~on wheat, sugar, petroleum,


pharmaceuticals and milk.



B. Develooment Expenditures



Development expenditures in 1980/81 were estimated at


LSd 356 million. An increase to LSd 514 million is


projected for 1981/82. in 1980/81, more than one-half


of the overall budgetary deficit, or LSd 346 million,


was financed through net foreign borrowings. This


amount is roughly equivalent to total COS development


expenditures for the year. A similar situation is


projected for 1981/82. in effect, during the past


Live years the 008 has become totally dependent on


foreign sources to financet its development programs.



VI. Market Analysis



A. U.S. Shar-e-of Total Imports,



The U.S. has accounted for approximately 8 per cent of 
the Sudan's imports during the past five years. In


1979/80, the U.S. share was. increased to 10 per cent


of total Imports and amounted, to approximately $130



-

million, SeTable 5 aboves 
-"' ­------------ he principal commodities currently beting Imported 

~4 V~~4~~ the U.S'# re-as followst4-from 
 



Table 12: Sudan: Summary of Central Government Finances, 1977/78-1981/82 

1979/80 1980/81 1981/82


Prov. Modified Prov. Revised



1977/71 1978/79 Actual Program Actual Budget



(In millions of Sudanese pounds)



Revenue 447.0 504.2 560.0 768.0 690.2 981.0 
Tax revenue 370.1 413.9 455.9 608.0 598.1 826.0 
Nontax revenue 76.9 90.3 104.1 160-0 92.1 155.0 

Expenditur- 615.5 804.8 900.4 1,313.0 1,320.6 1/ 1,526.2


Current 387.4 565.5 598.4 902.0 934.0 961.9


Development 185.9 164.6 221.3 37.. 355.7 514.3


Equity 42.2 74.7 80.7 40.0 30.9 50.0



Overall deficit (-) -168.5 -300.6 -340.4 -545.0 -630.4 -545.2 

Financing 156.5 300.1 353.9 493.0 645.2 696.7


Domestic bank 130.1 153.7 116.3 130.0 299.2 2/ 135.0


External 26.4 146.4 237.6 363.0 346.0 561.7



Financial gap (-)/ 

surplus -12.0 -0.5 13.5 -52.0 3/ 14.8 151.5



(As per cent of GDP)



Revenue 15.5 14.6 13.8 16.0 14.4 16.1



Tax revenue T2.T 12 11.2 12.7 12.T


Nontax revenue 2.7 2.6 2.6 3.3 1.9 2.5



Expenditure 21.4 23.2 22.1 27.4 27.6 25.1



Current 13.4 167T- 4.7 18.8 19.5 15.8


Development 6.4 4.8 5.4 7.7 7.4 8.4


Equitt 1.5 2.2 2.0 0.8 0.6 0.8



Overall deficit 5.8 8.7 8.4 11.4 13.2 4/ 9.0



Domestic bank financing 4.5 4.4 2.9 2.7 6.2 5/ 2.2



External financing 0.9 4.2 5.8 7.6 7.2 9.2



Source: Data provided by the Sudanese authorities. 
I/ Includes expenditure cormitments of LSd 105.8 million . ich were effected in the 

month fullowing the end of the ficAl year. 
2/ The monetary survey figure of LSd 193.4 million war adjusted to include domestic 

arrears at the end of June 1981. 
3/ This gap WaS subsequently covered by an eXtertal cash loan. 
4/ After adluoting to include domtic arrears. Or, a strictly cash basis, the ratio 

of the deficit to GDI' becomes 10.9 per cent. 
5/ After Adjusting to Include dumcatic a~rAre. Excluding arrgaro, thr, proportion war 

4-V per cent. 



Agricultural commodities: Wheat, wheat flour and


tallow



Agricultural equipment and 
 
spare parts: 
 

Industrial raw materials, 
 
machinery and spare parts: 
 

Transportation equipment 
 
and spare parts: 
 

Medium and large tractors,


plows, harrows, cultivators,


cotton and peanut planters


and harves ters, pump!; and



water drilling equipment



Tin plate, equipment for


spinning and weaving, oil


seed crushing and process­

ing, clay brick and cement 
block mau.facturing 

Primarily heavy trucks, air­

craft part.,, and material


handling equipment



In addition, significant market opportunitiet: exist for


electric powur generation
tele-communications equipment, 
 

can harvesters and
and distribution equipment, and sugar 
 

refining equipment. The key to capitalizing on these 
Straight com­opportunitieS is conce .ional financing. 
 

mercial .ales are liritted by tht, Sudan', lack of foreign



exchange and incrasingn inability to o'otain :;upplier



credits or loan!. fron cormmercial ;ources.



The import community in the Sudatn con;isNt: of approximately



2,000 private importer; who airt, regi.,tered with the COS'



Ministry of Cooperation, Commerce and Supply ( CC!").



Public tsector and paras;tatal vntvrpri'.,v. ,re al io key im­

toporter.,, primarily of comnoditi:. ind cquipment related 

the conrllt, uct ion and lia irtu nan(c of inf rii , ruc tura 1 and 
the ';udiln' apublic .;vrvicv faci IIti r., and the op rat ion of 

larg -,c, 1r agr Icul t ur i ;che t 

exchange rate in the Sudan i.s prenentlyThe official 
U.S. 1.00 - I_; 0.90. The unofficial (market) rate ta 

Approximately U.S.$ 1.00 - LSd 1.20. 
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B. CIP Pipeline 

Following is a summary of the status of the FY 1980 

and FY 1981 CIP prograrts through the end of FY 1981. 

Also shown arc projected di sbursements in FY 1982 

for the two ,arliur progravis as well as the 

proposed FY 1982 program. 

(In mi s ion dollars) 

Thru FY 81 Est. FY 82 

Program Amt. Obli i . Exp. Oblig,. Exp. 

FY 1980 40.0 40.0 33.0 - 7.0 

- - 50.0FY 1981 50.0 50.0 

Proposed 
FY 1982 100.0 - - 100.0 100.0 

100.0 157.0
TOTALS 190.0 90.0 33.0 
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A. Tentative Allocations


Thilowingj preliminary di8CUF~ionfi with COS representatives, WSAID projects
the allocation of funds under the Ft 1982 C.I.P. along the lines indicated 
below. Also shown for purposes of comarison are the allocations made 
under the EY 1981 Program. 

Sector/Tmpwort Category 

Private Sector 

Tallow 
Spare parts
Tractors, trailers, agri.

equip. and inputs, wheat/flour
Trucks, trailers, buses 
Industrial inputs and *;1u-,, 
Chuacals and tinplate 
Drillirq equipwrtp pumps,

earthwoing and road eqjuip. 

Sub Total 

Public Sector 

Agriculture
Wmuunications 
Energ and wtr 
Transportation
Technical Assistance-

Blue Nile Power Grid 
 
Public Works 
 

hMd Corp. (Agriculture)
Tele~inioations 

Sugar Industry
Other 

Sub TOtW 

Total 

*16cluded'unda 

(in million dollms)

Ent.


Ft 1981 EY 1982


12 18

8 14


7 10

M 6

6 10

7 5


7


40 70


3 4

4 3

3 19

-3 

(.2)
(.1)
(A )
(1
(1
(.4 

trcos4rilr,11c 



While the portion directly for the private sector would decrease in 
FY 1932, most of the public sector increase would go to a short term 
program for maximizing electric power output and the reliability thereof 
from existing plant. The current inadequacy of electric power is a 
constraint to private sector activities in both industry and agriculture. 

B. Implementation Procedures 

1. GOS 

The major GOS entities responsible for administering and implementing 
the C.I.P. grant will be the Ministry of Finance and National Planning 
(MOFP), the Ministry of Cooperation, Commerce and Supply (MCCS), and the 
Bank of Sudan. The MOFIP will allocate the grant proceeds and will have 
overall responsibility for grant administration. The MCCS will establish 
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 manage the 
special account for counterpart generations. 

2. A.I.D. 

The USAID/Sudan Supply 1.anagement Officer under the direction of the 
USAID/Sudan Director and in cooperation with support officers in AID/ 
Washington and REDSO/EA, will have direct responsibility for USAID 
coordination with MICCS in monitoring and expediting procurement of 
commodities and related services under the Commodity Import Program. The 
USAID/Sudan Program Officer under the direction of the Director, and in 
consultation with the Embassy Economic Couoselor , will be responsible for 
negotiations with the GOS concerning the allocation of roreign exchange 
and local currency under the CIP. 

C, ProcUrement and rinanclnq Procedures 

Procurement and financing procedures under this CIP will be those set 
forth in A.I.D. Regulation 1. A review of GOS and Sudan private sector 
purchasing practices indicates that procurement will include a mixture of 
formal competilive-bidding, negotiated solicitations and proprietary 
procurement. The financing of procurement will be through letters of 
connitinent (L/COM). Direct letters of cor:niiment will be issued for all 
purchases involving only a single supplier. As practicable, they will 
be issued by the USAID/Sudan controller. 

D. E I cfl. ! - Cyow,,pd1 tii', 

C(cxmudltie, eligibl, under the A.I.D. Coninodity Eligibility Li sting 
(1978 a, revied) will 1w ll(2itlr for A.I.D. financing and will be 
included in all Coti:ciodity Procurement Inftructionto. However, co!miodltie. 
financed will be detcnnined larcjely by the allocation ' made by the 
Economic Group and tran.mitted to A.I.D. by the A1ni'try of Finance and 
Nlational Planning . Ars noted above, the Mi ni stry ia'. OIready provided an 
indicative lintino of allocations for the [Y 82 protrAm, 



The Ministry of Cooperation, Commnerce and Supply in coordination 
wth-the~-14 ni stry-.of--ndustry-.has-exi sting- gui 4illinestha t- prohi bit the____ 
use of GOS foreign exchange resources and foreignaid funds for import­
ing luxury goods, non-essentil!', household apptnces and consumer goods


normally'considered ineligible under A.I.0. eligibility criteria. 
Review of these procedures and their application to past CIP programs 
has revealed that they are extremely effective in combination with the 
additional reqjiremen,* that a separate import licence must be approved 
for each CIP Funded Import.



E. 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. vessel operators, one on an inducement 
basis and the other providing monthly Lash and Charter transportation. 
Because of the relatively small U.S. vessel participation in U.S, to 
Sudan ocean transprtation, U.S vessels may not always be available, 
Therefore, itwill be necessary'to issue a source waiver with a value of 
up to $500,000 to permit CIP funding of Code 899 vessel freight service 
when 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 the A.I.D. Regulation 1 requirement that U.S. suppliers 
may sell direct to importers. All provisions of MJ.D. Regulation I 
regarding cmmwodity eligibility reviewl price eligibility, and both prior' 
review and post audit will apply to all transactions.



F. Related Technical Services



to utilize up to $ 1 million of the FY 1982
USAID proposes nSF
 funds 
to finance technical assistance and training activities directly related 
to commodity purchases. Such services will be required both prior to 
and subsequent to commodity purchases and are viewed as essential to the 
effective utilization of contemplated procurement. Although not restricted 
to the energy sectors we envision that a significant proportion vill be 
directed towards more effective utilization of th procurment of electric 
power generation, transmission distribution equipment and spare parts to 
substantially increase the reliability of the Blue Nile Grid which supplies 

80prcent of the power' In the Sudan. Additional technical services may
be required in'sm prvt etrprchases and public sector agriculture, 
communications 'and transport endeavors,'' our experience with' the' FY '1980 
and~FY 1981 Com~dity Iffirt Programs 'has demonstrated that the absence of 

V. such provisions can inhibit"'the 'full utilityof comodtypr@curUeent. 
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' 
i 	 ; ng+' , mr e s i examples of the likel uses o technicalTh e 	 follow' ore 
 

Thefollowingproeemore s/paciictype of~thsiso oie tcnsrctiolineo 
 
TAw'~eandes this tecnicalo 	 equipmtco s$ddtin000ha00rmll


A Insuc ofeasnortter uaelblt ofR uePt nlinetri pmoent;id 

C.Cntucnaintenanceodu E qucapmilt: trasmeve son mobils lTno 	 osrutn 
deinn aprpitEquipment,/Spare River Ste:traiin 	aos 
arts Trnsor 	 prperononh 

use/maintenance, e.g. inregional/provincial public works equipment pools;

cost 	 $105,000. 

ID.	Ministry of Health Engineering Administration Equipmenti One person­

month health engineer to advise on specification; cost #15,000.



3. 	 Road Bridges Construction PAintenance Equipment and Materials: four


person-months TA in defining needs, specifications# and advising on Its


proper use and maintenance; cost $60,000. 

F. Equipment/Spare Parts: Materials for Water Drilling and Construction

Water Points: Five person-months TA for defining requirements/ specifi­

cations and advising on proper installation/operation; cost $75.000.



Go Assorted Equipment/Spare Parts for Rahad Corporation: Seven-person

months TA in defining needs/specificatic.s and advising on proper

operation; cost $105,000.



Re 	 quipment/Spare Parts/Materials for Sudan Railway Corporations Five­
months TA In defining requirements/specifications and advising on proper 
Installation/operationj cost $75,000 

It 	 Telecommunications Equipment/Spare Parts: gight person-months TA fordeflinSo wequireaents/specifications and advising on proper installation/ 
operation; cost $120,000o 

Je 	 Soar Refrigeration Units for MinistryHealth Posts: Three person mnh
TA so ascettain appropriate specifications and assist with Ins tallations/,

Suse; cost $45,000. 
-YjKj*. tive 'lighting, Equipent: One person-month TA to determine requirements/

spe02zlcaionsl cost $1,vv9.04 

L. 	 Petroleum SavimS Equlpment for, Sudan Airwysas Two parson so~ the tses 
Italat4un andl prpe "'s cost $509000, 

)I. 	 Squipeat/Spare Parts Materials for Su~gar Industrys Ten,petsot'moths TA 
to Assist wth 4efiawn reqauftebents/speati*ations and assist with 

~C ~ 	 Totaproper use and ma ate'llaf " +ij O 0008, .... ti to4 st of. these techntical oar-: 
vie
is
o,
at
$1 

HA.0 -. 
4~*r7rn 338 * " , 	 : 

http:1,vv9.04
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provid Sudaneseblneopamnsspotefotarmaeythe 
thoriT tiesrminali USAID to 'channel:bulA.ID t nbint shot leadtieitted to~au G.......lue aniid.. T of funin 


vhidual urchases isn thefirst Dats(The)will be4 monhsaro 
value equCpment and spares purchases fo the p i ancto fornt h it 
authoictisand UaDtchuanelA.IDfur.ncediinoshor lAddtiel,
provde blner thn 1 months to entifyfrS. pcurmentdanes 

t are ae orelements aong the present allocaton suchas ater 

control equipment and spare parts that normally htva long leadtimes 
*after purchase for full completion of all shipments. These or similar 

items may require extenlonof the TOD to ensure final delivery and 
payment to suppliers for committed but undisbursed funds. 

H. Port Clearance and Inland Transportationl 

Sudan has a critical problem in both port clearance and inland 
transportation of all but the highest priority imports. This problem 
will be alleviated but not fully resolved within the next few years. 
The present port situation ispartially the result of a lack of cargo 
handling equipment and reliance on railroad freight cars both within 
the port and for inland transportation.



A.I.. will apply the standard 90 days port clearance and the 12 
months utilization period requirements. Theses with constant follow-up
and pressure on both buyers and transportation officials, should serve 
to expedite the movement of A.I.D. financed cargo. At present, there is


an extremely large backlog of GOS public sector imports awaiting inland


transportation Inholding areas outside the port.



1. Arrival Accounting and End-use Monitoring



At present, the 005 has en arrival and cargo clearance unit established 
at Port Sudan for many, but not all public sector imports. This office 
serves as a "Customs Broker" and forwarding agent for the public sectors 
In addition, any public sector agencies have their own representative 
offices at Port Sudan that are charged with expediting their own 
organizational cargo thrmgh the port and on to inward transportation,,
The Ministry of Cooerations Coummerce and Supply also maintains a cargo
accounting unit at both the port and Khartoum for monitoring imports ithin 
the Ministry's conh1ernse 

There has not ben a need under the previous CIP grants to &ugment 
the 00$ manitorilcapabilities. The public sector al lottesunder the 

FY 190 P's have been geatly interested Inreceiving andand1961

using their A,1,0. imports# As th Volume of arriving cargo increases# 
there may, be a need to establish amonitorin Unit Outside, the GOS. in 
this respect, USAID has held discussions with two-foreign freight for­an American corporation Jointwarders active in ther Sudan, one of these, 



venture with a Sudanese freight forwarder has indicated that if the need

arises, an agrecment funded in local currency can be established that

will suit the needs of A.I.D. in the areas of arrival accounting and port


clearances.



For end-use monitoring, relating to the utilization of A..D.­

financed imports within 12 months of clearing the port, USAID/Sudan will


carry out inspections and evaluations with available staffing.



The bulk of the FY 1982 CIP will be directed toward the private sector. 
Private importers use either their oan personnel or employ an established 
for',arder at Port Sudan to receive, clear and transport their imports. 
The private sector's clearance rate in non-AID funded imports is consider­
ably better than the public sector. It is not anticipated that the 
private sector will have an inordinate delay in either removing or using
CIP-funded iports. Again, if problems do develop, LISAID/Sudan can e-mploy 
the American forwarder mentioned above to monitor cargo arrivals and 
customs clearances. 

J. 	 Import Controls 

1. 	 Private Sector 

The MCCS is responsible for establishing and implementing an annual 
(July 1 June 30) import program in coordination with the Ministry of 
Finance, the blank of Sudan, and various other governmental units. The 
annual prograr:i consi.ts essentially of estiwtes of types and classes of 
imports, estimates of foreign exchange require'ients, 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 exchannei availabilities, is shared between the 
MCCS, the [ank of Sudan and tNinistr t- havini national jurinsdiction over a 
specific econcxni c sector. For the public sector, import approval depends 
mainly upon whether the import is included in an approved foreign exchange 
budget and foreiIn exchange is available. For the pri-vate sector there is 
a more elaborate syst m consisting of annual quotas, usually by commodity, 
but sometimes by trade protocol or country of origin, and occasionally by 
importer. 

2. 	 12port License Systems 

There are three licenIng systeris currently operating. 

a. 	 The "Open (;-,n,,ral Licenint SIyf Ir" (0;I,) peniv unre,.tricted 
or re ,trictcd import!. of any cof,;mudi 1)' or product. Linltd .­
ation', arid cia sesof corvltoditI es, or f'roduCt , chalviv frequently 
and are dependent upon de-ci s ion, of t I. qOverflllI "[C uOflreIc 
Group" c h, I red by thl" fi ni'Atr Of r I,r1nc, .Iid ?atlonal1 P1annil 9 , 

b. 	 A new ver.ion f the old "Con'.uitat oh .y~tem" (CS) )reby
import 11c ence, for a Spec. f1c purchaor ar' i sued Io A ' 
with ,]uldi:l I neA provi de(J amd adtl ,it.stredtjy the Miu dtry of 
Cooperation, Conrier r ardn pliply. 

http:consi.ts


"Special" Import Licences issued by the Ministry of Cooperation,
C. 
 
Commerce and Supply for either a class of commodities or a



specific purchase when funding of international payinents is not



a demand on GOS owned resources. It is this system that is



used for all 
 Commodity Import Program purchasing. It permits
 

the .,linistry to both monitor grant implementation beyond the 

purchase order stage and to control 
 allocations.
 

K. GOS Allocation and Control of CIP Funds



As iniicated above, specific dollar amounts are allocated by the GOS


a single dollar amount for specificto individ,ial governmental units and 

Control of the A.I.D.
commodlic; designated for private sector use. 

foreign exchinge accounts/allocations ,ill be maintained by the Ministry of 

and Supply in coordination with the MOFNP which is
Cooperation, Comerce 

of GOS import licenses.
responsible for approval 
 

of any funds will be dependent upon the U.S.Actual disbursem:ent the
supplier providing a full set of pay-,ent documentation, including both 

Form II (Comodity and Price Eligibility Approval), the A.I.D. Supplier's 
of A.I.D. regulatory

Certificate attesting to compliance with a number 
the cargo has actually been shipped. Concurrent 

concerns, and evidence that 
importer concerning arrivals will match

foll ow-up by both USAID and the 
received goods with paid shipients. This will assure that CIP-financed 

received and, ultimately through end-use checks, that the 
commodities are 

of the Sudan's econony.intended for the benefitcormodities are used as 
 

L. Tentative Implementation Schedule 

January 1981 Agreement Signerd 

February 1982 Conditions Precedent Met 

February 1982 First Letter of Co:.viunent Issued 

April 1982 First Shipment t,,Ide rronm U.S. 

June 1982 First Shi pmcint Ar rives Sudan 

December 1982 Grant Fully Co,:initted (L/CO14S) 

October 1983 Final Shii cient 

November 1983 Final Disbursement 

cW t, el1 il' for" fundin under A.I.D. 
Exceipt for i'11dld tra'.iort 

1 Cu Q(1. ty Pr cjrt-tr ' nt will bey i).,'SlitwGoC.idv 199 (t
1imitet to A.I.1I, G.irg , tphit . (de ''1. 

, IMloy,tho U.S. .vinc ofiti'vi i4rp.it oil tA1>Mji2iA long-torrn po 



as U.S. suppliers and exporters reestablish old trade relationships


ca nsfacti onforU:Sequ pment ex1 sting ­

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 follow-on commercial orders.



This grant will enable U.S. exporters to expand significantly the 
range and magnitude of commodities exported to Sudan. Itshould also 
help to 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 suppliers are presented above in Table 5. At present 
the U.S. accounts for about 10 per cent of the Sudan's total imports. 

B. Counterpsrt Generations



Under os budgetary/financial procedures, counterpart will be


generated by both public and private sector importers, although only 
the private sector generations are actually made available for joint 
programming. The Bank of Sudan will establish a separate account for 
the coun'erpart generated and importers will deposit their counterpart 
when the foreign exchange is disbursed. Use of the counterpart will be 
determined in consultation between USAID and the GOS. 

-One probable use of the counterpart will be to meet the public 
sector costs for :ort,clearance, duties and inland transportation costs 
for CIP goods. Costs for other public sector goods at Port Sudan whcse 
movement could be facilitated may be considered also. While most public 
sector Importers have sufficient fueds in approved budgets for these 
costs, these budgets are often unfunded because of insufficient 

However, they virtually never have sufficient fundsgovernment revenues. 
 
to three times as muchavailable to finance road tdullng, which runs two 

as rail transport to rawote areas and 70 per cent higher than rail costs 
on paralleling all weather roads. Another possible use will be to pay 

to conduct arrival accountinga private firm active in Port Sudan 
functions and expedite inland transportation. USAID does not have the 
necessary staff to perform this function Itself. 

C. Trust Account Deosits 
The Government will make deposits of local currency to a Trust 

Account inthe name of the U.S. Disbursing Officer u on request of 
A.I.D. and subject to approval by the Government. Dsbursem nts from 
the Trust Account may bemade by the Government of the United States to 

cover the program and adm~ini strativs costs of the Uni ted States 
Assistance Program, and administrative costs of other elements of the, 
U.S, Mission inthe Sudan.



0., Internal Financial Efficts 

The counterpart expenditures should not Mav# an added inflationary 
iipact,_as they will be used only for items alroady In the Deveilopment 

of the GO$, To the extertbudget provisions have not been 
,4444-,4Budget 



allowed for conwlodities financed under the CIP program, reallocations



will be undertaken so that all quantitative targets established under



the GOS' current stabilization program are maintained.



E. Use of U.S. Government Excess Property 

the GOS has allocated funas,Given the nature of the items for which 
it is unlikely thit U.S. Governiiient excess property would be appropriate



review thefor financing under this grant. However, USAID will 
possibilities for such financing. 

F. Relation to Export-Import (Ex-lm) Bank Credits 

in the Sudan of aboutThe Ex-Ir Eank currently has an exposure 
$20 million. This total includes $16 million in project loans and



in guarantees and insurance. Past delinquencies of $2.7
$4 million 
million, which caused the suspension of further U.S. supplier credits 

activity toward
to the Sudan ,aere rescheduled early in 19,0. Ex-Im 

is to be detetnined subsequent to a review of the
increased expo ,ure 

tile rescheduled debt co-mjntr!ents.Sudanese ability to meet 

There were tw;o small Foreign Credit Insurance Association (FCIA)



loans completed in 1980, based upon long standing past acceptances.



However, there has been nothing new considered for 1981. 
The CIP grant



complement, not conflict, with Ex-Im Bank activities.
for FY 1982 will 


Private Investment Corporation OPIC) Program
G. Relation to the Overseas 

U.S. private investment in developingOPIC was established to promote 
ventures and providing insurance 

countries by making loans to overseas 
For Sudan,


against war, currency inconvertability and expropriation. 
 

OPIC emphasizes transportation and agricultural projects.



Before 1979, OPIC had issued four insurance policies covering 
in the Sudan. During the period 1979-1981,

$12.5 million in investments 
for aclivities inof S20 million was issuedadditional OPIC coverage 

transportati on.



This CIP grant should complement OPIC's increased 
activity in the



Sudan.





IX. Recommendations 

It is reconi;iended that a grant to tile Government of the Democratic 
Republic of the Sudan of Dne hundred million dollars ($100,000,000) 
be authorized for financing the importation of selected commodities, 
coninodity related services, and other services as described above. 

A. Terms and Conditions 

-- Procurement will be restricted to A.I.D. Geographic Code 941; 

commodities procured under this grant may not be used in the


production of palm oil or citrus products; and



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

B. Authorities 

Approval is given USAID/Sudan to sign and issue implementation


letters and Convnodity Procurement Instructions under this grant.



f U. ­
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(a) Describe how Committees on 
Appropriations of Senate and House 
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concerning the nonproject
assistance; 

,Arpropriations Act, 

(b Isassistance within' See above 

(operational Year" Budget) 
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country or international organi­
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Is assistance more efficiently' This program is not'a 
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as ,part of a regional or 
Ifs h sass multilsteral program. It ' aastos 
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tion and conclusion whether~ regional development'aa4
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A 6. FAA Sec. 612(b): See 636(h). A7


hscribe steps taken to assure Program wiii enerate local A


that, .to the maximum extent currency counterpart, a portion


possible, the country is con- A f which will be channelled



Atributing local currencies to truhaTutFn ohl


moet the c of ct the costs of contractual AA A j
 

and other services, and and other services.


foreign currencies owned by the


United States are utilized to


meet the cost of contractual


and other services.
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1B. Fundingt7Criteria-for-Nonpro1 Oct'AB±istanceTT 
 
~aaaaY for Economic Support Fund 

___



1. 	 FMA Sec. 531(a).,­
aWill 
 this assistance support or 1. Itwill promote economic



promote economic or political stability by providing vital


stability? To the extent possible, foreign exchange required for


does itreflect the policy direc- Sudan's economic stability


tions of section 102? La. Yes, to the extent



a a~ possible.



2. 	 FMA Sec. 533


*Will 	 assistance under this 2. No.


chapter be used for military,


or paramilitary activities? 
 a 

11. Country Eligibility Checklist



A. 	 GnrlCriteria for Country Eligibility­


1. 	 FAASee. 116.


Can itbe demonstrated that con- No. The Departmnent of 
 

-templated 
 assistance will directly-----State has made no such 
­

benefit the needy? Ifnot, has determination,.-­
the 	 Department of State determined-	

­

-that 
 this government has engaged

in a consistent pattern of gross


violations of internationally 
 

.t-_.at recognized human rights?		
-

;!t::i:l~p o.t_. -	 }le e oi 

-- cab .l,£c'tan-a 	 oss2. 	 FAA Sec. 481. ta h 
|oe! £ 	 ........ :7 ~ da! ecoom i ! abl'at
 
Has 	 it been determined ta h 

government of recipient country

has failed to take adequate steps



------ to prevent narcotics drugs and

b 

++ '++ +++++ + ++ + + +++a:++ : ++- + ++ + + + ++++ ++ ++ ] ++ ++ + + a + + + a-+ + + + ++ + ++ i, am"U++ #+ + ++ + ++ ++ + + ++ + +:+ ++ + 'a+other controlled+, substances (pe--­+ ++a- ii ++ ' + + ++ ++ + +:: 11++5+++ '+ 1 + ;+ + + '-: +:L++1+' + ap t 1 a l jt a . + ++ ++ + + + + a-a a--a +' "! " m: a a aa'a- a 	 aaa+++ + +'+ ta A. na-a.+ + 

defined byr the Comprehensive Drug_

Abuse Prevention-and Control Act


of 12701 produc*4 or processed,


inwhole or In pArt, insuch


country, from bigsold illeall 

- -vithin- -jurisdictionthe of such


country to U#. Government



a 'personnel or their depandents.,or 
a from enting thei U.S. unlawfully?-----­

a 3. See, 620- * a 

19a assisac Is* to 	 a -­ aoenet


hasa , the.-Secretary of state­
ttaaaat determined that it 'is not" controlled,0 

byth'internaoa 	 a aa 'at 

A -a , + -a 	 aea 7 .a 

.,+' 	 a "a 
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If assistance is to a governmnents~
isthe government liable as debtor 
or unconditional'guarantor on any
debt to a U.S. citizen for goods 
or services furnished or ordered 
where (a).such citizen has 
exhausted available legal remedies 
and (b) debt is not denied or
contested by such government? No 

I aistance ist6 a governimnt,
has it (including government
agencies or subdivision) taken 
any action which has the effect 
of nationalizing, expropriating, 
or otherwise seizing ownership or 
control of property of U.S. 
citizens or entities beneficially
owned by them without ta~dng steps
to discharge its obligations 
toward such citizens or entities? N~o. 

6. FAASee. 620(a), 6io0t: 7Y 79 
A.AcSee. 15 1 and6,

Is recipient country a ComiUUst 
country? Will assistance be 
provided to the Socialist 
Republic of Vietnan, Caub@4iao
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at AngIolaNO 

i iie~ntcoumntry inany way
involved In (a) subversion of, or 
military aggression against, the 
United States or any country
receivingU.S. assistanceowor) 
tho plannig of such supvars~on or 
aggressioono 
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______k vQUbgvernme-ant 	 ------ ___ 

for~' this reason? 	 -No.* 

10. 	 FAA Sec. 620(o); Fishermen's


Protective Act of 1967, as


amende-d Sec.--5. 
Ifcountry has seized, or imposed any Sudan has taken no


penalty or sanction against, any 	 such action.


U.S. fishing activities in Inter­

national waters.



a. has any deduction required by thei


Fisherman's Protective Act been made?



b. has complete denial of assistance


'been 	 considered by A.X.D. Administrator? 
 

11. 	 FM6 Sec. 6204 FY 79 Apo. Act Sec.603.


(a)Is tbe government of the recipient


country indefault for more than six7


modths on interest or principal of


any AID loan to the country? (b)to*. 

4country in default exceeding one year on 
interest or principal an U.S. loan


under program for which App. Act



funds? 	 No. 
4appropriates 

12. 	 FA Sec.-620(s)-.


If contemplated assistance is Yes, as reported in annual


development loan or from Economic report on implementation 

~i4Support Fund, has the Administrator of Sec* 620(s). 
taken into account the percentage

of the country's budget which is


for military expendituresp the4 	 

amount of foreign exchange spent


on ailitary equipment and the


amount spent for the purchase of


sophisticated weapons system?



13 	 Ithes counry severed diplomtat 	 The 08S severed diplomatic 
~J.relations 	 with the United' Stateat relations vI tb the U.S. in 

e reu 	 e nd 7 ~ut hyVrarsmdIf so#hveey
ae new bilateral saiestaus 	 in 1972o The 1958 bilateral 

4 	 Assistance Agresmient wasgraon 	 been nelotiated and
4a 	 

entered into-slue such resuption? reconfirmed in1973 and rfains 

4 	 4O ~tIqd payr atnstus of 

4were 	 SWu avreanesak tsknt. 
4a~ovai,b th" Adm4AtraS*? 

In "aeW U' thCsmaht AID~4-'44 
4444t44detea 	bpraioal 
 



15. 	 FAA Sec. 690A FY 79 App.


Act, Sec. 607.


Has the country granted sanctuary


from prosecution to any individual 

or group which has committed an 
act of internationil terrorlim? No. 

16. 	 FAA\ Sec. 666.


Does the country object, on basis


of race, reliiLon, national origin


or sex, to the prc;tence of any


officer or employee of the U.S.


there to carry out econolmic


development program under FAA? No.



17. 	 FAA So'c. 669, 670. 
Tas th. co1. try, after August 3, 
1977, delivered or received 
nucl, tr eLnrichMnt~t or reproces­
sing equipr'nt, material,;, or 
technolog" without ';pocificd 
arrangement:; or &afeguard:,? Has 
it detonated a nuclear device after 
August 3, 1977, although not a 
"0nuclear-wevapon Statec" under the 
nonproliferation treaty? 	 No.



B. 	 Funding Criterl., for Kconortc Suport


Fund Country t.!i ijilitv.



1. 	 FAA Sec. 50211.


Has the coun-ury engaged in a


consitaent paT.trn of gross


violation-. of internationally


recognizvd hu::man rig!htt ? No.



2. 	 FAA Sct* (609.It COmiod "i rv, to be grnted 

nO thnL talv proc ,d will accruu


tO the FVc pi n! cu tit'y,h. e


Spuctal Account (count,-rp.rt)


4rrfnV.=m,-ntr. bentII 1".le I Yes.



3. 	 FY 'Jrp. t !rc . 173) 
Will In .it ulr htrtir vtdrd for
 
thF 	 putrunr., oto Id ing .11 rvcly



,
.|. ,'tort . (it- the44 t.h r
 
of Ohis l 'ouit:Y Ii'- :e-vr - hv



10l ntio.t, ( r: tr. ofr tohe popu­

14tt1iI1 of! t h coontt y cointrsry



to tir U1n1t1.iaghp IoCl.rttor

0of JIUM411 It.1lapl 	 No. 



[II Standard Item Checklist



A. 	 Procurmeut 

1. 	 FAA Sec. 602. 

Are 	 there arrzgceft, to permit 
U.S. --2:nall business to participate 
equita.bly in tile furilslhing of

goodsq ,, v,ce:. financed?


2. 	 FAA Sc, 60'*(a).

Will all c'~2:iad t',' procur t:'ent

financed bo fro:% the U.S. except

as o t h.rtx. .e r'r::ti ned 
 by the
 
Presid,.:,t or dk',,r 
loegiation
 
from hi:? 

3. 	 FAA Soc. 60d). 
If thec0L4cr.It i:i country ­
cri,"inatt. ,.-.,: U.S. riarine


Ins;ur.tncv ,p~ini,:, ,gillW
agr !'in.. t require that mrine

inltljr l:ic - ti. pl.,tvd in the U.S.

on .o:' ,,tt t I . ui-: Cv.,d? 

~.FAA S v C u6 tv.-
It 01?:; ~r,,r,,ur,,:,!-ot ,( 
agrictil tura 1 t, tit vor 
product i~i to It..w 15 
there p rovi-.iltn .wain:it :.uch 
procurt-:vitt, .h-u tit,, dtme4t ic 
prict: of c 
 ttiiad ty Il e tb5lt 'it 

than parity?



pe o, ti l.r,,l,'VrtV' li ut1ill ed

Who -vcr ;r,;(t I , t-in 11 '.u

of the proc ur,,:%uit ot nov itsma? 

6. 	 FAA Sec. (,0(l. 
C I ian c with triald rc1nont


i I lc. oltt 90 1(h) ti the
 rcht t 
r
114r litl At t ot ' 19 16 a, -.V4c dlded 

thtt atr lc a .1) pet .eniis+" of 

(te 	 tated r-caU4 e0 l LCit .St tit 

r~lieul':) t'I .- =};L4,11 
 1)ilti.e3 

U ri:1rf . 1 
 

sitUt 	il. g~lto I II:ltt} = = l 	 r 

av~tabl=atml ta 	
tat, 


Yes, using A.I.D. 

Regulation I procedures.



Yes.



Yes.


A.I.D. RegulItion 1 
will be Incorporated 
into tho Grant Agreement 
to enforce tihe vi:t l utory 
price rotitrict1ons. 

'sos.


es.l,.
 
Voll



http:c0L4cr.It


7. 	 FAA Sec. 621.


If technical assistance is 
financed, will such assistance


be furnlshcd to the fullest


extent practic.ible a.,; jood! and


professional and other :s,rvices


from privatc enttrpri.,;e on a


contract Is? if
Ias th


facilltles; of other Feleral agcncies


will be utlll.ed, are they par­

ticularly .snitablt-, not co.::petitive


With pr ivate ,'-vt,-rprizic, ind made


available %-Athout undue* interference


with do,-.u:;. ic pr ' ? ,Yes.



8. 	 Internattionl Air Tr.nport. Fair


,et '; .,ct. 197;4.
'_C 	 :.,:33 C,
 

If air trrw 	 pottugtio ko ,,'rsons or 

property I.-I fill1tn1Cd onMgraht b.sai ,

will provLi-Aon ,- that tC.S .- flag


carrler.- will bv utili.ved to tihe


extent :*uch nervicr is-v.alabh'? Yes.



9. 	 FY 79 "1.r. Act sec. 106.


Does tht contract Iur procurt,1.vxnt


contain atpr&vi.imo authorizing (he


termina tlun of tjch contract for the


convenii:enct 	 of thi U:it,-:d Stes? 	 Yes. 

B. 	 Conttruction 
 No construction will be


financed by this Giant.



C. 	 Other rvitrictions 

1. 	 FAA Sec. 620(h). 
Do 4rringementr preclude promoting


or nnai. tlng tlm forteign aid


proJoct or activltle:i or Comuiunist­

bloc countriem, contrary to the


bOnt interot, t. of the U .r. I Y45



2. 	 FAA Svc. 6360|).



1 f11iria:Fc Inot ptrtit ted to ba 
usd, without atver, tot purchIAGO,


long-torn Irv,, tr ,vxchmigoof


motor vhltielr VicataCtu'rd outtida


tho U.;. or pis 1r-: ty of ruch


trdnonc t lon? Yoe.



3. 	 Will armpomcnto procludc ut@ 

Of~~ ~ 	 -iln~tg 

http:utlll.ed


a. 	 FAA Sec. 104(f) 
To pay for performance of



abortions or to motivate or


coerce persons to practice


abortions, to pay for perfor­

mance of involuntary sterili­
zation, or to coerce or provide


financial incentive to any


person to undergo sterilizations? 
 

b. 	 FAA Sec. 620(). 
T(, compens,;ate owners for 

expropriated nationalized property? 

C. 	 FAA Sec. 660 
To fiinance pcdlicO training 

or other law tItiorcement assis­
tance, except for narcotics 
programs ? 

d. 	 FAA Sec. 662. 
For 	 CIA activities? 
 

c. 	 FY 79 App. Act Sec. 104. 
To pay pensions, etc. for 

military per.sonnel? 

f. 	 FY 79 A_p. Act ,.c. 106. 
To pay U.N. .. ,.:tu? 

g. 	 FY 79 App,. Act S -. 107. 
To carry out provisions of 

FAA acction5 209(d) and 251(h)? 
(Tranfer or FAA fund-4 to multi­
lateral organi ationts for lending.) 

h. 	 FY 79 App. Act S,.c. 112. 
TO 1i11 e tle export of nucl@er 

equipmetr, fuel, or technology or to 
train tore Igis natonu In nuclear 
fiolda? 
 

1. 	 FY 79 App. Act Sec. 601. 
To be, a v#d for ,t-hldv1Ty or 

propAganln pdurotre within U.S. not 
authorlzvd by Conrvw? 

Yes.



Yes. 

Yes 

Yes



Yes



Yes



yes 

Yea. 

Yes. 



ANNEX II



INITIAL ENVIRONIMENT EXAIINATION


OR CATEGORICAL EXCLUSION



Project Country: Sudan



Project Title: Sudan Commodity Import Grant



Funding: FY(s) 82 $100,000,000



Period of Project: The terminal date for requesting disbursement


authorization is 12 months from the date of


the Grant agreement. The terminal disburse­

ment date is 24 months from the date conditions


precedent are ret.



Lynn C. Theldon
IEE Prepared by: 
 

Environmental Action Recomnended: 	 Ci1LerorIial Lxclu:sion under AID Reglation 16, 
paragraph 216.2(c)(2)(ix) 

Concurrence: 	 /'-"-"i .. ,--

~r-thur ', 'buge , USAID75udanirctor
 

/ 

Date:



Bureau Environmental Officer's Decision:



"

APPROVED 	 . .



DISAPPROVED,,



DATED J - -

Clearance: GC/AFR:,



- I, ­




Examination of Nature. Scope and Magnitude of Environmental Imgacts



1. Description ot the Prolect 

The project proposes to provide a commodity import grant of $100 
million to the Government of Sudan from Economic Support Funds' 
on standard A.L.D. terms. The primary purpose of the grant Is, 
to provide balance of payments assistance by financing high­
priority imports of equipment, manufacturing materials$ and 
spare parts. This will provide foreign exchange to help the 
C03 overcome a serious balance of payment problem. 

* * 

Eligible commodities are those on the A.Z.D. Positive List, all 
of which have been screened for any adverse effects they may
have on the environment. In particular no pesticides or herbi­
cides will be imported under this grant. 

I1# Recommended 1nvIroqMent Action 
In accordance with As.LD Rego 16, paragraph 216.2(c)(2)(ix) It has 
been determined that this activity is categorically excluded from 

*the requirements of an environmental examination. 
K ! ~id olpilt. 

' 
 

.. .1 ,, ~ .. . . I ," I I, 

/ ;:.; i? 3 *:3,311 II ' ':; i "<- I', 77371I17': -7:W' 3 
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SUDAN



COMMODITY IMPORT PROGRAM FY 1982
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April 14, 1982



ACTION MEMORANDUM FOR THE ADMINISTRATOR



TIIRU: ES V-

FROM: A-AA/PPC, Frederick W. Schieck d1Y



SUBJECT: Cash Transfer to the Sudan



Attached are two folders. The first contains an authorization


for your signature for a FY 1982 $100 million grant to the Sudan


for a CIP program. The second is a memorandum requesting that


you delegate to AA/AFR authority to amend the CIP authorization


to permit a cash transfer of up to $25 million at some future


date. This delegation would be exercised if the financial


situation in Sudan deteriorates to the point where the Government


might default on loans owed to private banks.



I recommend that you sign the $100 million authorization thereby


permitting the Africa Bureau to proceed with obligation of all or


a portion of these funds.



I have not cleared the delegation of authority memorandum because


it makes quite clear that there are a number of valid reasons


for not making a caish tranfer. You should be aware, however, that


there i5 intense State interest on insuring that AID will make a


cash trin:;fer if s;uch becomes "essential."



I recounent that the delegation memorandum be returned to the Africa 
Bureau without action with the understanding that if circumstances 
change, the Africa Bureau should submit a memorandum to you which 
justifies %cash grant. The current memorandum does not make tho 
case. See also, Kelly Kammerer's comments on the delegation 
memorandum. 

A t tachmen t a
 


Approve:



Dinapprove:



Date: 
 

A-AA/PPCt FWSchiock x21594





ACTION MEMORANDUM FOR THE ADMINISTRATOR 

THRU: ES 

THRU: AA/PPC, John R. Bolton ', .,, 

FROM: AA/AFR, F. S. Ruddy 

SUBJECT: Sudan - Commodity Import Program - Grant (650-0049) 

Problem: Your approval is requested for a grant to the Government of the Republic 
of Sudan (GRS) in the amount of $100 million from Economic Support Funds for the 
FY 1982 Commodity Import Program (650-00,19). It is planned that the entire amount 
will be obligated in the current fiscal year. 

Bacgrotjnd: The proposed grant will, in conjunction with the efforts of other donors, 
help mitigate Sudan's current btlance of payments problems and will generate counterpart 
funds to be used for development activities reinforcing the productive capacity 0' 

Sudan. The FY 1982 Cornmcdity Import Pro[,ram (CIP) is a continuation of previous 
grant's in FY 1980 and FY 1981 and will provide Sudan with continued access to a portion 
of the imports which the country requires to improve its economic performance. This 
grant assistance activity by AID constitutes only a portion of the halnce of payments 
requirements of the GRS. Their current annutl deficit exceeds $400 11ill~o;,, iand this 
AID contribution is being coordinated with similr programs being undertaken hv World 
Bank, IM}" and other donors. A major requirement for balance of pilyments support 

remnins unmet and, even with a successful stabilization program, large amounts of this 
type of v;Lsistance will be required for several years to come. 

CIi1 	 if to increse support to theDiscu!sion: One of the principal objectives of this 
private sector. Approximately 70% of project expendit tLre; will he, for the private 

sector, while the public sector will receive ,:pproximately 30%, mo:llv for the power 

sector servicing Sudan's industrial plants and irrigitted agricultural -;sehnmes. Procremirment 
under the program will be restricted to commodities of 9.11 source and o-i:ir. 'the 
commodities will be largely similar to those fimanced tnid(kr the two pre,.Ious, rnnts, 
with the specific li-;t to be agreed upon by the ( lHS ind All). "tijor Itemi by sector 
and the financial plan of the program are t.. followri: 

A. 	 Private Sector 	 (in Million I)ollar',) 

FY 	 81 U'Y 82 Wit.) 

1. Tallow 	 12 18 
2. 	 Spare parts 	 8 14 
3. 	 Trnctori, tralleri, nltriculturo



equipment/inputo, whr -at/floir 7 10


4. Truck%, trnil'r, hiures 	 - 0 
5. 	 Indimtirlinpo'4rind eqluipmenlt 	 a 10 
6. 	 Chomictl antid tlinpInt, 	 7 5 
7. l)rillin- equiplfrill, pumnp. arthmoving 

and rod equipneat 7 

sutir-10 	 Toal7 



B. Public Sector 
7- 7 - - ------____ 

4 32. Communication 3 ~ 193. Energy and Water 
-3 

I4. Transportation
5. 	 Technical Assistance 
 

Y
K Sub-total 

GRAND TOTAL 	 15u5'a 

Sudanese local currency generated as counterpart by public and private Imports will 
to the ORS for use in agreed priority development areas, Including expansionaccrue 

of food production In traditional rainfed farming areas, of Sudan; agricultural research; 
production and marketing; railway rehabilitation; road construction; and river transport 
development, Small amounts of local currency will also be used to cover some of the 
program/admInIstrativO costs of tJSAID/Sudan and general budget costs of the ORB. 

The Grant will contain the standard conditions precedent and covenants for aCI?. In 
to, make special efforts to removye Impediments toadditions the ORS, will covenant 

Tepoced grant of $100, million.,Is. to beeconomic growth In the private sector. 
The commoity eligibility,date IsOctober l, 1952obligated entirely Infiscal yea 1982.A 	 

so astoen able the0RSto disbulrse thePgmt u ast as poible ,AIDRo5Ultiofll 
(22 CPR, Part 201) will apply to the prcrment of commodities but not" to the ~j 

procurement of technical services. 

Section 103 of the International Security and Development Cooperation Act ,of 1081., 
reqIres that at least 15 percent of ESP funds made available each fiscal year for CIP's 
be used to finance the procurement of Agricultural commodities or agricultudrated 
products which ase of UJS. origin. Since AID has not established asystem for faforng 

comliace anaworldwide basgs the pat agreement will 	 Inclde aithths mtio 
oow with, til ecnalAI o require the dos, to utilbe at leas 11 pret Of 

theg oce=dI for prcrment o J'manufactured lotua-mi" * r 
'IfAID esablishsa ,ystom"'fr dImvtft dSUaA 

.. wa~ul~re~ted p os 
a worldwide basis, and' it i determinedta the Is5 percetwIth Section 203 on 

without utihig: the procee& of the grantt AMD 'may notrequirement can be, met
require the 005, to m pant funds for this purpose 

The Executive Committee for Project Review condered this program AnM ieGoo Mend 
appoalftalmr23 198SL 'The CongressioWa Notification was tranmitted to 

Is tM"Ma"W aon?Mac U 


No. secia probem n the pegtlatosof, the Prora AgrIne 

ote Mplementaton iapn we fceemen. Ooywinint 0a~ 	 im 

agement ci e W.06lomtoftep~aethe inister .f Ratlcnw ?lil*W whey. bee 
~"the ORillrn be able 'to: i thie rogsram' Agreement wit shicrt Ied o te 

afteth 	 prop m pant ipproM.L 

Comodties poId to the private oo will t n~W 3 	 w a mtaW" 

b lotwiaconTn sdfrdilpetflM.0 a MUMW -u date.0 1 
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ACTION MEMORANDUM TO TE ADMINISTRATOR 
 

TIERUt ES.



Ti R~a AA/PPC, John R. Bolton{



PROM: AAiAPR,?Po.I Ruddy ~



SUBJECTs &u*a- Commodity Import Program (650-0049h~ Cash Grant Authorlation 

S 

Miami Your approval Is requested to authorsv ;I Asistant Administrator for

Afristo approve an amendment of the MAAD for a Pisa Yew 1982 Commodity


Import Program (650-0049) (grant) for the 0overiment of SudAn (006). The pooe

amendment would reeethe CIP by an amount up to $2S,000,OWO and provide ora


cash transfer to the 006 of an equal amount In he e"ent that this action would be, In


the best Intened of the United States Government (NIO) and the 00.



flqqmI The Government of Sudan (005) owes a cosotium of beaU (London Club


an)i onirmately $550 mlillon of wtich $10W millon represents Interest on loans 
due Mesh 261551. To further oumploate the stuatUon the WtIl IMF tnoe of 

* $1.0 mililon, to SudaN, has alrady been utiUsed Of t*d amount $43. million went 
bask to the IMF and the remainin $32.0 m~llio went to the Unio de DaqusVae 
at ftwxanas which Wid provided eritleal abot term wnt to tOe 006 h London 
Club Banks (the Conwrtum) were under the impremon that they: would be from 

and we qte resentful, that tide did not tpae.the first IM tranche OW tisfy
these bunis the 006 must secure approuimsaie $50460 million,' We hae bee Informed 
that the bainswe willing to accept abow asmount, *iig the interdm, of pit1y_."
$"0 million, There is however, a remot poWlilty that the 006 wfno be 
to asoure tis amount to satisfy th abot teO reqiremnti



Wiethe fundsare teslofe dI on it"b IS -the lowse amount must be, made


&"kkt 30bnsPiort I uwto anmieetension at014dsaills 
a naenmn t wDooesbar 30 W~miuor at.
 

Alfe that itiIsht; y useasry to be eedto-Gomet a'---"- Of 910


SdnCIF to a asih u fI bec.me emna.' 'they belve tht th;W nd 

"a thfuminetoo ailr ftheSdns to ais asuficent,aimout to "e0h Wgeemi 

r donersa petaa uwaas aad otheS4 ' 11h -b 

bW&t 'Wdb-re"0mendd It t'"e V q01"nIs' 

Ims~~~- am-4W.4ot4Wf"a 

ab .e*aiifUW 63he SenmntbyAl 0iwptis Cub -urn S MteoffbIm As­
4444 

44444 ~W.- I't'hb.II I*" b tothGO~''h 
CV fae W u"ft .WwdA tSIb tomo I# be" 

444wUIW!I n b nemlPW 

- ~ e*~lW~ A-00 

http:I't'hb.II
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Furthermore, It would allow the C08 to fund nonessential projts, like the K~hartoum 
Airport and limit the Impact of our asuistance on basic develop-Inent requirements In 
the private wvd public sectors. This we believe Is not In the vest interest of the 
Sudanese or curselves. A cash gant would not contribute to the ecm'orilc recoVew Iof 
the Sudan or serve as a usefullverag, on the Immediate cash flow problem. 

Congressional Notification will be required for the cash grant to amend the Notification 
already sent# 

RecomendgiontThat you authorize the Assistant Adminstrator for Africa to approve 

prgram by up to $25,000 000 guid In turn to authorize a cash transfer (grant) to the 
UL fan ecual amout, Uf Inhis Judgment this action would be In the best Interests 

of the 006 and the USO. See Anrax Afor a descrption of action which will be 
talom by the bwAmu to enwar that a decision to wond the authoiztion way be 

Approved_______ 

ShDatet 1 APR IM9 

to&40440Iv1 dt 

AIP . HL on V6Rate 1#0C* 
GO/fl 3DugnXI'- '"a~a. 7 ~* 

AAAMAWRNM $ 
AWRDIj. KO&he at ~ $.pet.%ft I&Wh4 AvqhL 4 U4 
DAAIA~t MMN ZR ate Ui . 4 4 #gf~b~n

AA/F?W PAate~! gsz f4/1t /4 -u it 4II1 . 
000 AMbA4 eedhsSWS Ir+ wjj g 

3.7 



ANNEX A



The initial obligation will be limited to $75 million so as to eliminate 
potential legal problas which could result from the dcobligation of $25 
million, and the mchanical problmis of anending a grant agrear.ent. The 
determination of whether to xnendl the PAAD will b1> n-ide not later than August 
1, 1982. The Assistrnt Ar~ninistrator for Africa will be soliciting the coun!;el 
of AF during this po-ricl. If a decision is rmide to use part of the funds 
intenOed for the CIP for a cash transfer to the C02, a Notification th]ereof 
will be to Comjress asendincj tle Notification already s,:nt. The PMIDI-ent 
will thlen be anended, and the projected allocition of fundis therein will be 
adjustel. If a decision i. rwde not to use p-art of the fundls intenlc'.] for 
the CIP for a cash transfer to the GCW, then the M:ission will be advised to 
obligate the remining $25 million.





ACTION MORANDNI (OR THE ASSISTANT ADMINI TRATOR FOR AFRICA



FROM: AAA/AFR/DR,>ohn W. Koehring



the attached Action Memoranda
Problem: Your signature is requested for 
 

for the Administrator (1) recoL-nending authorization of the Sudan Commodity



Import Program Grant (650-0049) and (2) requesting authorization for the



the PAAD by reducing the program up to
Assistant Administrator to amend 

$25,000,000 and in turn authorize 
 a cash transfer (grant) to the GOS of 

an equal amount if this becomes necessary.


the authority
Tile 
 total program cos;t of $100,000,000 exceeds
Discussion: 

the Administrator.


of the Assistant Administrator, requiring authorization by 
 

The need to reduce the program by $25,000,000 and then converting this



an acticn that may be required
amount into a cash transfer (grant) is 

once the PAAD has etvi authorized. 

you sign the Action Memorandum for the Administrator
Recomwendation: That of the proposed activity and authority to amendreco,~-mending authori:ation 

the PAAD if this action is required.



Attachnents: 

Action .tecor.ndum for the Administrator (PAAD Approved)
1. 
 
2. PAAD



J. Action Xemorandum t*-hcAdministrncor (PAAD Amendment) 

Clearance,:


AFR/t)R, 'NCohen 
AFR/r.A, Johnon ____



C/AFR, EDr.1go'



DA/AFR, JNortA .



1R/EAP,
Draftod:A 61@:dph:3/24/82






