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lilt roduct ion
 

Overview 

In December 1979 the Government of Sudan and AID executed a $ 100 

million, five-year PL 480 Title I1 program. The goal of the Food for
 

Development program was to assist the Government of the Democratic
 

Republic 	of Sudan (MS)with its severe economic burden brought on by the
 

and to enhance Sudanese conmitment toSudan Stabilization Reform Progrmn 

basic human needs by assuring that budget allocations to the nearby rural 

traditional sector were not disproportionately reduced as a result of 

Stabilization Reform. This was lo 1-.c achieved by: 

1. reducing the foreign .ch:lge demands placed on Sudan as a result 

of its efforts to meet increased food needs while efforts were underway to 

increase local prodct.ion by providing a long-term US credit of $100 

million over the next five years to finance wheat imports;
 

2. providing local currency for activities designed to assist the 

poor in the rural sector through activities in agriculture, transportation, 

health and rural planning; and, 

3. 	 supporting the economic stabilization and reform efforts under 

had adopted policy reforLs which could improve the structurewhich the MS 

of incentives in both the rainfed and irrigated sectors in order to 

increase agricultural product ion and, consequently, domestic food supplies, 

agricultural export earnings and rnal1 employment and incomes. 

Since that time, three amendments to the basic agrcement have been 

signed which, in total, have provided $80 million of wheat and wheat 

flour to the Sudan and which have modified some of the local currency 

projects, self-help measures, and policy studies. 
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turpose of the Evaluation 

The current evaluation is the fourth in a series of annual evaluations 

which have been conducted over the life of the Title III agreement, the 

last one being a mid-term review in October, 1982 conducted by a team
 

consisting of represcntatives from AID's Africa Bureau and Food for Peace
 

Division, and the US Dcpartments of Agriculture and Treasury. 

There are three related objectives of the curent evaluation:
 

1. to assess progress to date, ,.,;ccially since the mid-term evalua­

tion, in implementation of the on-gui ,gTitle II program; 

2. to m:akc recoiinendations rcljting to implementation of the 

remaining period of the on-going Title 11 program; and, 

3. to explore options and maike rccoieiiidat ions related to a possible 

new Title 111 progrm to begin in F)' 1985. 

The evaluiation was contracted for the period from September 20 to 

November 6, 1983. Field work in Sudan began September 30, 1983. 

Mlethodology and Part icipants 

The contractor spent ten days in the States reviewing various 

materials pertaining to the Sudanese Title Ill agreement in particular 

and to othier aspects of Title I and Title III agreements in general. He 

also met with various representatives of the igcncics involved in Title 

I/Ill progrwiuning. 

In the field he was joined by a representative of the Regional Food 

for Peace Office in Nairobi. Team's conclusions are based, in part, on 

an analysis of the doctunents listed in the Working Bibliography (see Annex 1), 

a review of Mi.F. ion program and project d1ocUment,;, the recently held USAID 

project rcviev.'s and Title III project rcvicv,'s with the (T)S, and interviews 

with USAID and MS personnel. 



Mjor Conclusion 

Despite the past "ihortcomings in mnagement, the Title III Agreement 

in Sudan can be deemed a success. Perhaps the success has not been in the 

areas originally planned when the agreement was first signed, but that does 

not distract from what has been achieved. 

The agreement was originally designed as a "project-oriented" program, 

with policy impact relegated to support of other donor efforts, most 

notably the IMF Stabilization Program. Ilowever, it has evolved into a major 

policy reform instrnm)ent in its oin right. While projects funded may have 

been implemented at a slower rate 1lhan originally planned, currcicy use has 

continued to be directed to those areas considered by the USAID and the GOS 

to be development priorities within the context of a stabilization effort. 

hfile implementation of sojoc projects cont inues to be slow, there is 

accountability, at least to the point of sub-accouit deposit. Thus, Sudan's 

program can, in part, be differentiated from other Title III Agreements, 

worldwide, which tend to be eilher policy or project interventions, e.g., 

Bangladesh primarily focusing on policy reform, and Bolivia and Senegal 

having a project-oriented program with little policy linkage. 

The success of the Sudan Title III Agreement has not been attained 

easily. The first few years of the program were a difficult and, at times, 

piinful learning experience. '11w rCili relents of this t)pe of assistance 

have taxed an already overburdcned GVS and IUSAII) staff a, early assuTptions 

about mang,!Fement requi rem(.nts proved to be grossly underestimated. As a 

result, it has taken at least three years to understand (a) how a Title 

I1l Program should Cbe maaged, (b) ,at is required to accomplish the 

management task, and (c) perhaps most importantly, the full development 

potential offered by this type of aid. 
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Project perfonweice should be viewed as part of the evolving growth 

of experience of the USAID/Sudan Mission over the last five years. It 

should not be expected that Title Ill projects will have any greater degree 

of success or failure than other USA]ID-supported projects. At the time of 

signature of the agreement, ISAlI /Sidan was just beginning the process of 

switching from a quiick-disbursing to a dL'VClopment project mode. Therefore, 

project inplement;ition experience in Sudan was sparse, whereas growth in 

DA resources was iapid and staffinjg alwa)'s inadt.qual:e. It is not surprising 

that there have been some problems in i lnplementation, rather it is more 

surprising tli:,t overall achievements have been as good. 

The Mission will umdoubtedly use its painfully acquired experience 

to implement a new Title III Agreement to obtain mLximnum achievement, and 

thls the Jinjor r.corluondat ion of this eva liiat ion is that the major share 

of any future P1. 480 assistunce be transferred to Sudan under this mechanism. 

-4­



The Enamic Context of 
The PL 480-II Program intTe Sudan, 

1978-1983
 

During the five years prior to the development of the PL 48C 

program (1973-1978) Sudan's real rate of economic growth had averaged nearly 

8% per year. This period of relative economic euphoria provided the basis 

for the country's ambitious six-year development plan (1977/78-1982/83). 

Shortly thereaftc, in 1979, Mien the PL 480-I! was developed, the GOS was 

signing its first DMF standby agreement which was designed to address the 

structural adjustment malady which had just been diagnosed. At that point 

the concept and reality of what was to become generally known in the early 

1980's as structural adjustment was in the incipient formulation stages.
 

However, based on the recent past (1973-78) it was clear that it would take 

some time for the country's ]eadership as well as the donor community to 

fully comprehend the full extent of economic changes required to reestablish
 

economic equilibrium and a base from which further economic progress might 

be sustained. 

By 1979, the process of structural adjustment had started. There had 

been at least two currency devaluations from £S 0.35/$ to £S 0.5/$ (see 

Table 1, pg. 24, Youngblood, et al., Feb. 1982). Both the GOS and its 

donors were attempting to ascertain the magnitude of the outstanding debt 

which, according to the USAID/Miartoum PL 480 Title III program paper 

supplement, mounted to over $3.5 billion with arrearages in the neighborhood 

of $900 million and inflation running about 30% per )ear. Efforts were 

being started to slow government exTenditures and credit expansion. 

In addition, the GOS and the donors agreed that it would be important to 

revitalize the production of export-oriented agriculture to begin to close 

the trade imbalance which quickly worsened in 1978 after having recorded a 
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positive balance in 1977. (The man)' specific actions taken and new policies 

established to attain a structural adjustment in the Sudanese economy, and 

achievements obtained are analyzed in the subsequent section.) 

The political leadership of Sudan has recently endorsed the process of
 

structural adjustment. In Nimeri's Third Mandate for the Presidency, May 

1983 to May 1989, the President points out how the harsh economic environ­

ment facing the Sudan has caused difficulties for the country. He has also 

stressed how: 

the effect of these negative elements has been
 
multiplied by many policies favoring consumption to the 
detri-ment of production, by expanding public expenditure 
and continued failures in some of the public production 
units. The unrealistic exchangc rates h!ve iiicreased 
consunption, led to serious los.cs by producers and 
exporters. The enormous expansion of social services 
and inflated government exp)enditures have created 
enormous pressures on the national econonlly which are 
incommensurate with the productive capacity of the
 
country. It is such a situation and circiunstances which 
compel us to follow an economic strategy governed by the 
necessity of finding the right balance between Financial 
Reform and Economic Progrmnne . . . . " (pg. 13, Nimeri, 
1983)
 

This surmnary statement and the detailed analysis on which it was based, 

provides a strong mandate for the donor conmunity and the GOS to collaborate 

in resolving the resource imbalance presently facing the coumtry.
 

in 1977, USAD/Sudan was reestablished after an absence of about ten 

years. By FY 1979, the DA program request was $30.0 million, with over 

two-thirds allocated to agricultural development and an additional $25 

million in PL.480 ($20 million to be Title III). Recognizing the political 

to othorimportance of the Sudan to US-Middle East peace efforts and 

and the degree of support required by Sudanregional security affairs, 


to reestablish its economic equilibriinn, the program has expanded to a
 

level approaching $200 million, with $50 million in PL 480 (Title III
 

equaling $20 million), $120 million in CIP, and the remaining $30 million
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in DA (and additional support for probable refugee programs), with at 

least 50% to support increases in agricultural production.
 

This present level of resource commitment and its mix clearly
 

reflects USAID/Sudan's interest in supporting the GOS in their effort to
 

reestablish an equilibrium in the economy and in continuing to develop
 

long-run initiatives consistent with the shorter-run adjustment objective.
 

In this context, the PL 480 Title III program was designed to provide a
 

reasonable medium-term (5years) guarantee of significant balance of
 

payments support for an imported item of growing importance, while 

cnabling the necessary analytical work to be done to support the GOS in 

direct and indirectmaking visible policy changes which would have both 

payoffs in "reestablishing internal and external economic equilibrium" 

(Nimeri, 1983; see also pg. 167-168, Eicher, 1982). Further, the local 

portfolio of developlientcurrencies have been channeled to support a 


activities consistent with the objectives of structural adjustment. (The
 

details of this effort is carefully reviewed in the subsequent sections
 

of this report.) 

Policy Reform in the Context 
of Structura-lAdutment and 
t Role 0T-P, 480 Title UIl 

One of the principal objectives of Sudan's PL 480 Title III program
 

has been to support the Stabilization Reform Program which the OS and
 

balance, or
the Consultative Group have jointly developed to restore a 


using President Nimeri's words, "reestablish internal and external equi­

librium in the economy" (Nieri , pg. 20, 1983). To accomplish this 

continue to support development activities
objective, and at the same time 

which are consistent with the requirements of stabilization without 

abandoning equity considerations, the PL 480 Title Ill program has also
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been providing the MOS with local currency for use in activities such as 

increasing agricultural production in the rainfed sector, improving trans­

portation systems and providing minimum social service support via primary
 

health care.
 

In order to reestablish internal and external equilibrium by controlling
 

(a) government and parastatal deficits, and (b) the rapid increase in 

credit, (c) balance of payments deficits, and (d) foreign account paymer.ts, 

especially on arrears, the GDS has been gradually implementing a series of 

new policies. One policy reform, consistent with the objective of 

structural adjustment, was announced by the GOS on July 8, 1983. Bread 

prices were raised by 54%, after having been raised 60% a year earlier. 

More significant, however, than the previous nine bread price increases 

which have occurred since 1970 is that the 09S has agreed via the most 

recent price increase to remove the GOS budget subsidy on bread. This GOS 

policy reform represents the culmination of two years of background policy 

study and recent policy dialogue which was led by USAID/Sudan, in part, via 

studies financed by the PL 480 Title III program.
 

The PL 480 Title III program in Sudan also represents one of a number 

of donor efforts to facilitate the process of structural adjustment. Over 

the life of the program's five-year agreement, from FY 1980-84, this program 

will have provided $100 million of direct balance of payments support in 

addition to relieving the government of additional foreign exchange 

allocations and interest charges if these food imports had been procured 

commercially. In the following paragraphs, a review is undertaken of how 

the Pl, 480 Title III program has contributed to the policy dialogue 

necessary for Sudan's structural adjustment, piovided balance of payments 

support and contributed to a development program consistent with structural 
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adjustment. First, the data pertaining to structural adjustment is 

reviewed. Then, the country's three year Public Investment Program (PIP) 

Finally,
(1982/83-1984/85) is analyzed in terms of structural adjustment. 


an analysis isconducted of the policy changes proposed and made by donors
 

and the GOS pursuant to the process of structural adjustment. The PL 480 

Title III program contribution to the country's development program and 

the process of structural adjustments is incorporated into the above 

analysis process. 

The Process of Structural Adjustment 

adjustment sinceTable 1 illustrates the trend in Sudan's structural 

1958. These data show that until the mid-1970's, after the first major 

oil price increase in 1973, the economy was basically in balance, with 

toaggregate demand (consumption plus investment) being nearly equal 

aggregate supply (GDP), and with a corresponding near equilibrium in the 

trade balance. Beginning in FY 1974, however, the country began to 

develop a serious resources imbalance, with demand being greater than 

production (supply) by about 8% of total production (GDP). The trade
 

imbalance manifests this same problem, with fuel imports rising from 

4.3% of total imports in1972 to over 19.2% inFY 1980. 

In FY 1981 and FY 1982, the resource imbalance topped out at over 

10% and 12-0 of GDP, respectively. Finally, preliminary figures for 1983 

show the glimmer of a new trend toward reeching an equilibrium, with the 

imbalance being in the neighborhood of 7.5% of GDP.preliminary resource 

a of the balance of trade, withIn addition, there has been narrowing 

both exports rising and imports declining. These data of key macro-economic 

that the many policy changes implemented over the 1979­parameters suggest 

begining to have positive impact.83period are a 

A _ 



Table 1: Trends in the Composition of Aggrcate Demand and
 

Supply in Sudan, 195S 1983
 

(Mill LS., Current i)
 
Item Year: 1958 1964 1970 FY 1975 FY 1980 FY 1982 FY 1983
 

Private Consumption 276.7 361.4 479.1 1340.6 3367.8 N/A N/A
 

Public Consu ion 23.0 47.9 147.1 236.0 459.1 N/A N/A
 

I Consumption - Total 290.7 409.3 626.8 1576.9 3826.9 N/A N/A
 

II Gross Fixed Capital Formation
 
(Public and Private Investment) 43.1 69.5 69.7 427.5 485.7 N/A N/A
 

III Domestic Demand (I&II) (Absorption) 333.8 478.8 696.5 2004.1 4312.6 7596.0 9117.7
 

IV GDP (Aggregate Supply) 329.0 464.1 701.5 1348.0 3945.0 6678.0 8500.0 

V Resource Balance (RB) = (I'V-III) - 4.8 - 14.7 5.0 15-16.i 367.6 - 818.0 - 617.7 
of Total GDP i.5 3.2 0.7 8.4 9.3 12.2 7.3 

VI Exports 64.6 90.3 113.2 206.4 381.8 240.8 356.4 

VII imports 76.2 104.9 108.2 362.5 749.4 1058.8 974.1 

VIII Trade Balance (VI-VII) - 11.6 - 14.6 5.0 - 156.1 367.6 - 818.0 - 617.7 

NOTE: Figures for FY 1982 and 1983 are established from GOS, IMF, and Workd Bank unpublished sources.
 

SOURCES: 1958-76 - IMF, Int'l, Financial Statistics Yearbook, 1982
 

1980 - World Bank, Investing for Stabilization and Structural Change, Report #3551a-SU, Feb. 16, 1982
 



There are other less q,,gi'cgative data which provide evidence that 

further structural adjustment's toward equilibrium are underway. The IMF 

and other major donors, including USAID, have supported a series of 

policies designed to increase government revenue, reduce government
 

expenditures, reduce the aggregate rate of growth in the money supply,
 

and alter the government's policy of financing budget deficits by domestic
 

borrowing to one which, in the short rim, relies heavily on donor support,
 

and ,in the longer run,rclies on increased domestic taxation. 

The data presented in Tables 2 and 3 provide additional evidence that 

these policies have becn working. Ilie circumstances prevailing prior to 

the late 1970's when dis-cquilibrium occurred for such indicators as 

(a) the ratio of central government revenue to total central government 

expenditure, (b) ratio of central government revenue to central government 

recurrent expenditure, (c) the proportion of central government expenditures 

to GDP, and (d) the proportion of outstanding credit on government vis-a­

vis parastatals and the private sector have been altered in the last two 

fiscal years. 

For example, Table 2 data show that central goverrnment revenue as a 

proportion of total central government expenditure has reboumded from a 

low of 58.0% in 1980/81 to 68.5% in 1982/83. While this latest figure is 

not as high as the case prevailing in the early 1970's when nearly all 

go'ernmcnt expendi t ores were cMCieyed b) governimeIt revenue, at Ieast the 

govxernhient has apparently cOX-ored 111 of its recurrent expenditures for
 

1982/83, which represents a significant improvNment. SiMilarl)', the ratio 

(expressed in pc,'centage OfC) ta1central go\Vrn1eCt expenditiirest01,1 

LO ( K) ! W in1 lie 1:.t two "haf\ ivng Ic:h'ec d ahai Iwcii d l in 1g )'cars', ale 

peak in 1980/81 of 23.3%. '11w lcvl pievailing in 1982/83, of 21.2%, 

represents a return to a lev', prevailing in the earl), 1970's. The policy 

-11­



Table 2: Trends in (;UvMrflIt Revenues 
mc Inxed suca 
19772> flT2/8S" - -

Year 

I Central Govt. 
Revenuc is of 
Total Central 
Govt.. .xL.. i ores 

- Ccntral 
Govt. Reveniue 
is of Recurrent 
lx._nd ttre .... 

% Total Central 
Govt. Expenditure 
is of GI)P 

1971/72 

1975/76 

1979/80 

1980/81 

1981/82 

1982/83 

98.3 

81.3 

62.7 

58.0 

S9.9 

68.5 

113.4 

113.8 

90.2 

86.3 

91.3 

104.5 

20.0 

21.5 

22.9 

23.3 

22.3 

21.2 

SOURCES: World Bank\, 
IMIF data. 

Report #355la-SU, Feb. 16, 1982 and unpublished GOS and 
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Table 3: Trends in the D)omestic
Credit Structure in Sudan, 
1971/72 - 1982/83
 

Year 
Total Outstanding 
Credit (Mill.LS) -

1971/72 189.7 

1975/76 

1979/80 

1980/81 

1981/82 

562.2 

1955.1 

2518.6 

3151.7 

1982/83 3714.0 

% Credit
 
Outstanding to
 
Government 


37.0 


38.0 


58.3 


55.6 


50.5 


41.6 


Parastatals Private Sector 

22.7 

24.3 

14.8 

16.7 

19.8 

23.8 

40.3 

3/.7 

26.9 

27.7 

29.7 

34.6 

SOURCES: World Bank Report #355]a-SU, Feb. 16, 1982, and umpublished GOS and 
IMF data. 

NOTES : 1/ Figure shown is foi" June 30 of last year shomn. 
the Figmre is for the end of Ma)' 1983. 

For 1982/83 



dialogue achievci'ients obtained via PL 480 Title 11 on eliminating govern­

menit subsidies on wheat has contributed to the improvements described above 

by reducing goverinent expenditures by IS 54 million, which represents 4.6% 

of total central goverrunent recurrent expenditures in 1982/83. 

Tho data i.n Table 3 on the trends in the structure of domestic credit 

also show favorable trend. ]or example, '.ovnuient 's share of outstanding 

credit in 19S2/83 has approached the figures recorded in the 1970's. In 

addition, the share going to the private sector has rebounded from the low 

in 1979/80 and 1980/81 of around 27,,. In the last fiscal year, 1982/83, 

over 50% of net now credit extended went to the private sector, with only 

13.2% going to govemrent. This figure corresponds favorably to the 1979-81 

period when over 5ol was going to the governtiiuRt ,nd only 35% going to 

the private s ctor. 

Puiblic Invest mrt Program, 1982/83-1 981/S 

An analysis of expcnditure priorities embodied in the Public Investment 

Plan (Ip) is provided in Table 4. Table 4 presents information on the total 

planned expenditures for each sector under the three-year PIP. In addition, 

it shows the envisioned allocation for FY 1984, the second year of the three 

year plan, from both the three-year plan and from the annual FY 1984 

development budget. The PIP envisioned expenditures of about IS 600 million 

during H.' 1984, with agriculture being the priority sector, receiving about 

one-third of the allocated funds. lie annual F' 1984 budget document shows 

several significant variations from the envisioned expenditures embodied in 

the PIP, inpart due to domestic political considerations. First, the pro­

posed share going to agriculture dloled rnomovcr .331 to less than 25%. 

Tlhe most significant increases were allocated to transport and coimrunications 

(including SRdan Rnilvays and the port at Port Sudan), tip from the plan's 

21-2 to b.t .ueen 251', ;nd 1% in the ;anial IY 1981 bhitpet. Also, in the 
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Table 4: Analysis of Planned Allocation for the 3 Year Public Investment Program, 1/,2/ 

1982/83 - 1984/84 vs. Actual Budget for 1983/84 

(In millions of LS) 

Sector 

Expected Total 
AYlloct. per 3 yr. % of 
Plan 82/83-84/85 Total 

F-vpected 83/84 
Alloct. per 
3 yr. plan 

% of 
Total 

Lx-pected 83/84
Alloct. 
per annual 
Bud.Doc.1983/84 

% of 
Total 

Revised 83/84 
Alloct. 
per annual 
Bud.Doc. 83/84 

% of 
Total 

Agriculture 532.8 32.2 197.2 33.4 140.2 22.3 181.3 24.6 

Mau-ufacturing/ 
Industry 105.5 6.4 40.0 6.8 38.0 6.1 52.3 7.1 

iln,:rv/'Mining 

(Power) 

Water 

i80.5 

68.0 

10.9 

4.1 

67.0 

25.0 

10.3 

-'.2 

103.2 16.4 
88.7 

30.3 

12.1 

4.1 

Transport & 
Communication 349.4 21.1 123.4 20.9 195,6 31.1 185.8 25.3 

Education & 
Health 

Other Services 

167.5 

-

10.1 

-

56.5 

-

9.6 
62.5 10.0 

22.3 

50.9 

3.0 

6.9 

Regional & 

Local Dev. 241.0 14.5 81.0 13.7 68.8 10.9 34.3 11.5 

Other 11.5 0.7 5.0 0.8 - - -

General Reserve - - - - 20.0 3.2 40.0 5.4 

Total -3/  

SOU1ZCES: 
1656.2 100.0 590.1 100.0 628.0 100.0 735.9 

(i) :.linisti-v of Finance and Economic Planning, Prospects, Programmes, and Policies for Economic 
Development, 1982/83 - 1984/85, (Klartoum, Sudan, GOS, October i982) 

(2) Ministry of Finance and Economic Planning, Development Programme Estimates for the Fiscal 
Year, 1983-1984, (IMiartou, Sudan: GOS, 1983) 

100.0 

Notes 1/ Includes allocations for the Central Government and the Self-Financing Units (Parastatal Corporations). 
2/ Figures are all in Sudanese pounds at current prices. 
-/ e sum of the percentages may not equal 100.0 due to rounding. 



annual plan, other goverinent scrvices were allocated nearly 7%from zero, 

and there was a general reserve of over 5%which previously did not exist. 

It should also be noted that the allocation for education and health care 

services was cut from about 10% to 3%. 

Second, while a nominal increase of nearly 25% isshon inthe budgeted 

amotmt under the R' 1984 annual budget relative to the PIP, real expenditures 

would be at least 5% less than initially b1dgeted in FY 1984 due to 

inflation. In addition, foreign exchange rate changes and domestic credit 

restrictions will undoubtedly reduce the envisioned nominal expenditures 

below present budgeted i tenTs, thereby restrict ing investments in the 

directly productive sectors of the economy Cvn imore. "Ilese estimtes are 

additionally dubious given that 1982/83 actual expenditure level was about 

£S 450 million, which was 10% less than enkisaged in the 1982/83-84/85 PIP.
 

In stmnniy, given the changes in the allocation priorities away from 

agriculture and the fact that the expenditure level in real terms in the 

annual budget is less than in the PIP, it is wiiclear whether the envisioned 

development program can support the rate of progress toward structural 

adjustment as was planned. One way to help achieve original investment 

targets may be to use a combination of tliprograuned PL 480 Title III and 

Title I loca currencies in conjunct ion with some CIP foreign exchange to 

slpport progr:niis in key productiwe !;Ctor-, :such as agriculture. A combina­

tion of about IS 05 to 75 mil ion in fOlci gn exch;nge and local currency in 

FY 198,1 prices is,required to achiIIevc te origill PIP target for FY 1984. 

Policy Context for Future Structural Adjusanent Progress 

In order to sustain the progress made over the last two years 

toward structural adjus-ent equilibrium, it is important to review the 

policy context and the priorities embodied in the 1982/83-198,1/85 PIP 

to asccrtajin C liln.col.s islcllcies btwecn I 



A number of studies have been conducted since the mid-1970's on the 

negative aspects of various policies (see for example, ILO, 1976; World 

Bank, Staff Working Paper 1367, 1979; World Bank, Report #35S1a-SU, Feb. 16, 

1982; World Bank, Report P4528-SU, July 1983; Youngblood, et. al., April
 

- GOS PL 480 Title III
1983; various IMF docuinents in 1983; 	US Government 

The IMF, for example, has, via theAgreement, 1983; and Nimeri, 1983). 


focused on changing macro-economicstandby agreement of recent years, 

policies which encourage structural 	 adjustment by (a) reducing aggregated 

vedit expansion,demand by increasing the exchange rate, reducing domestic 

revenues and reducing public expenditures andincreasing government 


do;ecstic borrowing, (b) increasing aggregate supply by increasing production,
 

especially in the irrigated agriculture sector, and (c) encouraging increased 

in Gulf reduceremittances from Sudanese working the in order to the 

balance of payments deficit and increase investment. The IMF, and other 

have made a number of policydonors, e.g., the World Bank, lid and AID, 


to decline

recommendat ions to increase agricultural output, ihich started 

one factors contributing to
in the late 1970's and which was of the major 


'The most significant policy recomnendations
the structural disequilibrin. 

(a) renving export duties which act as a disincentive tomade include 


the joint account
production, especially on cotton, (b) the abolition of 


the Gezira tenants, (c) increasing farm gate

system of input pricing to 


removing input

prices, (d) renywing the t ime delay 	 in paying farmers, (c) 

subsidies, particularly on water and 	 1and preparation, (f) improving input 

availability, e.g., fertilizer and seeds, and (g) improving marketing
 

from both the irrigated

channels, e.g., transport for inputs and outputs 


and rainfed areas. Other production-related policies have sought to
 

pcrfoniLmce of key import substitution

improve the financial and output 


and to expand and improve

industries such as sug.ar, text i C:,, and cement, 
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the reliability of the power supply, which is heaily dependent on the 

performance of the Roseries Dam. 

The 60S has been increasingly amenable to imnplementing the necessary 

policy changes required to sustain the progress rode toward achieving 

structural adjustment. The recent statement by President Nimeri, A Mandate 

for Progress and Renewal, March 1983, has not only endorsed many of the 

recomnended changes, but also has provided a broad mandate for further 

adjustments. (For a full accounting of this policy statement, see Annex 

B.) Besides rccognizing the fact that many of Suta's present (1983) 

difficulties are the result of policies which favoi' consuimption over 

production, President Nimeri clearly delineated the economic strategy to 

be followed over the next six )ears to reestabi ish both internal and external 

financial equilibrium (structural adjustment) as well as progress on 

developmental programs which are consistent with structural adjustment. 

The economic strategy which the President envisions is cast within a
 

very specific socio-political, economic and institutional framework. The 

principal elements of that framework include: (a)the economy of Sudan will 

be a iiixed economy, (b)the benefits of econmomiicI progress will be widely 

spread throughout the population, (c)the inst itut ions of the socialist 

democracy will be strengthened, including the party, parastatals, and 

government, and these institutions will play a "leading role" in the economy, 

and (d)the economy will be freed from many obsolete and restrictive methods 

that have failed inSudan. Nimeri is clear that the parastatals would 

remain in a dominant position in the economy, but that changes and 

improved economic perfonrance would also be expected. Hoe also is interested 

in (a) reviving the cooperative movement on a non-exploitat ive basis, without 

vested interests, (b) revising prices ind incomes to remove consumption 

subsidies, increasing agricultural incomes and paying labor on the basis of 

productivity, and (c) investing in nilra dCe'loiw'K'nt. 



In order to achieve the 	objectives of structural adjustment and develop­

ment progress within the above described guidelines, Nimeri isprepared to
 

number of economic policy tools consistent with the recommendations
use a 


Areas where basic agreement appear toof the IMF, the World Bank and AID. 

exist include those with respect to (a)fiscal policy, (b)money supply 
and
 

credit expansion policy (with the possible exceptions of providing subsidized
 

credit to small producers), (c) exchangc rate policy (actirowledging that 

s nuggl ing represents :II importm It ncgat ive by-product of an overvalued 

and incomes policies (except strategicexchange rate, (d) domestic price 

food and petroleum reserves), (e)development and investment policy particu­

larly in agriculture, industry, and infrastructure, e.g., transport, storage, 

comunuications and power, and (f) remittances policies (with the possible 

constraint of "Islamic 	Profit"). Finally, Nimeri is ahead of the donors
 

in defining a rationale 	 for decentralization crnd addressing some of the 

between the central, regional, and local governmentalfinancial relationships 

USAID/Sudan has made an 	effort to facilitate the decentralization
entities. 


policy via it's develo1pIment ass ist ace portfolio, 	 especially through the 

other sectoral specificRegional FiNance and Planning Project as well as 

projects such as the Agricultural Planning and Statistics, and the Rural 

The Mission, via the above mentioned Regional
Health Support Project. 


and Planning Project, has also invested in several informativeFinance 


studies conducted by John and Jean Due (see John

regional ptbl ic finance 


1982 a, b and c) wlhich have been useful in focusing future

and Je-an Due , 


other donors have variously

public finance policy discussion. To date many 

responded to decentralizat ion by (r4) ignoring it, " or Cb) castingt) "grave" 

on the and considering the benefits
doubts Tainpoe..er fiscal costs without 


(social, political and economic).
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USAID/Sudan's policy dialogue which is fostered by the PL 480 Title 

III negotiations in conjumction with its development assistance portfolio, 

has faciliated the imlycmentation of several important policy changes 

c, IListent with tlie o jectives of structuriA1 adjustment and economic 

deVelopI1I'nt. Puring the last two ycars (FY 1982 and FY 1983), the real price 

of hcat broad was adjusted upwards by) 46' and 44.70, respectively. In 

FY 1982 bread pricing was changed from solely periodic nominal inflation 

adjustmcnt (see pg. 15, Youngblood, et. al., April 1983) to one which was 

based on official exchange rate iJmport parity p)ricing of wheat and wheat 

flour. In FY 1983, the innovation in bread pricing was to remove the govern­

ment budget subsidy in the fonM of a I Ower than import pay ty price for 

wheat to domestic mills. In addition, the official import parity price 

for wheat and wheat flour was raised to reflect the most recent devaluation 

in November 1982.
 

Given the above two years of bread price change, the process of 

periodic price policy review on this sy-nibol ic constumer item has, thus, 

been initiated. If it is continued further, the process can forge a pattern of 

institutional Jzing lread price policy reform. Negotiating the self-help 

measures of the final ye(ar of the P1. 480 Ill ]( III agreement and a possible 

follow-on agreement provides an excel lent oppoutitnity to accomplish this 

institutionalization by addressing a number of remaining price policy 

areissues. For example, as of October 1983, there still implicit 

price of bread. Vlieat is still imnportedsubsidy elements embodied in the 

at the official exchange rate of 1.28 ES per $1.00 w,,hereas the parallel 

or free rate is fluctuating between 1.8 and 2.0 (40-55', higher). In 

addition, domestxc transport costs per MI' betwveen Port Sudan and Iiartoum 

are higher than the figure of IS 54.50 which was used in the 1983 price 

increase c~nlctulations. A more realistic figure may approximate IS 80-90 

i-.0
 



Mr, particularly when petroleum 	foreign exchange subsidies are
 

considered.
 

To remo~ve these two cost element subsidies, foreign exchange and 

transportation, without reviewing the clearance charges, milling 
and
 

and other costs, implies that the 	real
baking margins, by-product value, 

price of wheat would rise by around 35% in FY 1984. Given that the 

government is committed to its structural adjustment program and the 

a continual policy objective of the
elimination, of consumption subsidies, 

The high visibilityTitle III program should be nonsubsidized bread prices. 

of all urban consumers, as well as an
of bread in the consunption patterns 

increasing proportion of the nual population, provides the government with 

a symbol to cnrloy in reaffirming its resolve to structural adjustment by 

costs.
institutionalizing such price increases based on real resource 


By removing the foreign exchange subsidy and the transport subsidy
 

from the bread price, the governeiint is also-addressing other elements of
 

all foreign exchange subsidies

structural adjustment by gradual ly removing 


and b) init iat ing an analysis of the appropr.iate pricing

on consumption 


imported items from port of

of alternative modes of transport, not only for 

entry, but also for domestically 	 produced agricultural goods transported from 

country domestic and international
various locations throughout the to final 

destination points.
 

a transport pricing study which would

However, the design of such 

easy since
address all subsidies and non-compel it ive forces will not be 


the degree of subsidy embodied in each transport mode is considerable. In
 

inefficiencies, as well as
addition, there are significant operational 


the

iuaniagcment and labor relat ions problems in the railv'ay which compoumd 

of doing an anlysis of rl' at ive economic efficiency of alternative
problemLs 
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modes of transport. (Sec SLdanow, August 1983, for additional discussion 

of the problems facing the railway.) 

In addition, by eliminating the guvernment budget subsidy from bread 

prices in July 1983, the wiutnt of which has been estimated at about SS 82 

million in FY 1983, the government has acted to reduce government expenditures 

which are out. of balance with the government's present revenue-generating 

capacity. Fy cutting expenditures the GOS is also reducing its demand on 

the domestic banking system to increase the rate of credit expansion. Thus, 

by addressing the bread price issue, the (WS has de-facto implemented several 

conqleniectary policies which coincide with the policy recoxanendations of the 

IMF and other donors. (Other self-help measures envisioned for the next 

round of negotiations for the FY 1984 Title IllI agreement will also reinforce 

other bread pricing and equity issues, e.g., composite sorghum and wheat 

flour, and differential extraction rates.) 

Finally, PL 480 Title III has contributed to the financing and imple­

mentation of USAID/Sudan development assistance projects via the programming 

of local currencies, which are beginning to have a development impact in 

of the country. While there are many implementation problemsvarious areas 

with the DA portfolio (see section below in which these issues are addressed 

in detail), nevertheless, the basic policy thrust of the portfolio is both 

consistent with the development ains of the (G)S, and other m.jor donors, 

and, with the objective of stnictural adju:tim-nt. 

1, of the FY 19S3 Title III AgreementThe twelve projects listed in Annex 

with the MXIS will receive approxim'itely SS 83 million in direct local 

support from the sales of the P1, 480 Title 1]] wheat. Projects designedcurrency 

to expand agricultural production will use approximately 44% of this 

transport important to the performance of resource. The sector which is 
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the agricultural sector will use about 28%. It is envisicned that health 

will receive about 17%, with the remaining 10% going primarily for supporting 

improvements in planning and financing of local government. 

for Food Grains in Sudan:The Market 

The Role of P1. 480 Title III Food Aid 

Introduction 

and demandThere are several basic facts 	about the good grain supply 

to review in order to ascertain the rolesituation in Sudan whi'ch are useful 

of PL 480 Title II food aid in balancing consumption with production 

First, Sudam has been traditionally self-sufficientthroughout the country. 

in food grain production. It reiiuiins the only country amongst the ten most 

populous sub-saharan African cotutries, comprising about 70% of the population 

food production over theof sub-saharan Africa, to have increased per capita 

decade of the 1970's Oorld Bank, World Development Report, 1983; and "Berg 

1980 aggregate estimates of daily food supply availability
Report," 1981). 


among these ten countries also show that Sudan ranks nunmber two in per capita 

caloric supply, with about 2450 calories available per day. This level of 

availability is 101%0 of daily requirements, which again places Sudan second 

amongst its principal export 

among the top ten most populous African countries (orld Bank, Worl'd Develop­

mnt Rport, 1983). 

Second, Sudan is one of the few African countrics which can count 

items a food grain. Sudan's official export 

earnings from so-ghum since 1979/80 have ranked second only behind cotton, 

export crop, and in calendar year 1982 it comprisedSudan's traditional 

22.8-,of total exports. Whfle it has been suggested that the rapid increases 

in sorghum product ion cannot be maitained due to a signi ficant decline in 

the price at which Saudi Arnhia is 110w willing to purchase sorghum, i.e., 
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to $180 MT in October 1983. In addition, the largefrom $320 Ml' in 1981 

due factor price distortionsincreases in the production of sorghum were to 

resulting from an overvalued exchange rate and artificially low land costs. 

However, since production increases have occurred and were largely due to 

private sector investments, it is clear that the agricultural sector in 

Sudan will respond to appropriate incentives to significantly increase 

product ion.
 

Other evidence to support the responsiveness of Sudanese agriculture
 

is the fact that there is a large WDOUnt of smuggling or imofficial trade of 

dura, sugar, clorcoal, and even sheep out of Sudan to Chad, Ethiopia, Uganda, 

Zaire and Saudi Arabia. Much of the incentive for this trade is due to 

higher external prices in neighboring countries. For example, in Chad, 

Sudan dura sells for four times the Sudanese price. The GOS is planning to 

to seekhold a conference in the near future on the "smggling problem" 

remedies the situation.solutions and to 

Third, Sudan rciruins one of the few countries in Africa which still 

has large tracts of potentially usable lands particularly in the western 

leastand southern rainfed areas. While most land is already being used at 

as range land for transhinant livestock production, there is not only consider­

able potential for increasing the productivity of the land (pg. 58, World 

but also altering the land use patterns totBank, Report #3551a, 1982), 

land protected from environmentalincrease total output, assuming that the is 

degradation (see Steve Lintner in Peter Bennedict, et. al., 1982, and the 

UN University Study, 1980). 

food grain consumption, the SudaneseFourth, from the point of view of 

(dura) consumning country. In the southern
have traditionally been a sorghum 

eat cassava, with finger millet, groundnutsregions many people primarily 
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and other minor vegetables supplement ing their diet. Ilo.cver, the Dinka 

areas of the south consume dura as 	their primary cereal (M.J. Eaton-Evans,
 

July 1978). Only in the far 	north along the Nile near Dongola, has there
 

been a history of wheat consumption and local production representing an
 

extension of the Egyptian dietary tradition. Even inthe greater Khartoum
 

in the there remains area, the primary wheat-consuming center country, a 

lloiever, kisra requiresstrong preference fnr kisra, 	 a form of sorghum bread. 

,1't bread is not only more convenient,but also has had more preparation time, aid,w 

uLiny Yhartoum households a lower price inrecent years tl:m 	kisra. Thus, 

In spite of these piessures to change the diet
have substituted bread for kisra. 

of total caloric intake mongst low and middle-income consumers in
still 14% 


Khartoum is in the form of kisra (pg. 37, Youngblood, et. al., April 1983).
 

The above discussion leads one to more carefully consider the rationale
 

PL. 480 Title Ii program. In the para­for continuing wheat imports via the 

graphs which follow, tridit iowil m:ithods of projecting wheat imort "needs" 

that review, an analysis of the factors affectingare scrutinized. Following 

the demand and supply of wheat to Sudan is reviewed. The analysis carefully 

in determining the rwirket-clearingconsiders the importance of sorghuni 

quantity of wheat from 'both the supply and the demand side (see paper by 

Fred 'inch, 1983 for a further elaboration of this approach). Further, the 

factors affecting the
analysis reviews the empirical evidence amassed on the 

denimd and supply of wheat, including prices, income, tastes, production 

crop rotation factors, and other input considerations responses, techni cal 


which may constrain dojiestic wheait productions. This review concludes by
 

a
of theose market forces in the form 	of series of
sumuiarizing the dynamics 


import requirements.
alternntive scenarios and what tley imply about wheat 


Pl, 480 Title II program are reviewed in terms of
The implications for the 

the gover ment's ovrriding 	objclt ive of structural adjustment. 

-. ,
 



of Mhat.1iort RequirementsTrend Analysis 
as 

11c P1, 480 Title Iii program paper for Sudam (April 1979) as well 

the recent mid-term program evaluation (Toni Cornell, et. al., 1983), provided 

In both 
an analysis of the past trends and future needs for imported 

wheat. 


cases, recognition vas made of the fact that wheat imports 
were related to
 

the demand and supply of food, particularly food and that rural andgrains, 

urban demand and supply conditions may require a disaggregated analysis. Both 

analyses reviewed the rapid increase in demand for wheat bread and provide 

seven years to ductument this situation. They
data for the previouis 	 five to 

the fact that the government has also point out in their respective analyses 

the price of bread via direct government subsidies which 
been subsidizing 

of imported wheat as well as transport and 
have partly covered the cost 

a foreign ex­
storage costs. In addition, inTecent years. there has been 

that today wheat remains one of the few items 
change subsidy on wheat such 

rate. (The othersrather than at the parallelimported at the official 

However, in the projections
include petroleum, pharmaceuticals and sugar.) 

no 
of future demiands for 	wheat contained in the above mentioned sudies, 

and indirect (via the relative price of sorghum)mention of the direct 

'The coitmion assunption 	made is that,

price effects on consumpt ion is found. 


10% per year, ergo, it
his been increasing at 	approximatelyif consumption 

the fact that perhaps 	 the 
to do so into the future, despitewill continue 

for the PL 480 Title 	 Ill program has been
rationaleprincipal policy dialogue 

subsidies inkeeping with the
 
to increase bread prices via the removal of 

all 

larger macro-economic objective of stabilization 
via structural adjustment 

(see section Ill above on Policy Reform). 
It isnoteworthy that more 

e.g., direct and indirect price effects,recently these above complexities, 


as well as other important factors, are 
being more carefully considered both
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(see Youngblood, et. al.,conceptually (Fred Winch, 1983) and empirically 

April 1933, and Carl Gotsch, October 1983). In addition, these inter­

dependencies are being incorporated into the current PL 480 Title I dialogue, 

presently underway. 

for wheat, the originalIn analyzi).g the supply side of the market 

program paper ;Id mid-term evaluation have taken domestic production of 

what as a give. Brief reference is iwide to the fact that the government 

of wlc.at has been very low since 1977/78 and remain soprocurel'nt prices 

despite the price increase of about a year ago, December 1982. (See F.
 

Winch Memo to A. Mi.dge, Dec. 12, 1982.) Also, brief mention is made about 

the cropping pattern and potential water constraints which presumably may 

constrain the domestic production of wheat despite the fact that during the 

era ofG;OS policy to become self-sufficient in wheat (1974 to 1977) both area 

under cultivation and output were considerably above projected levels (at 

the same time that both cotton and groundnut production and the value of 

exorts were at record high levels). The potential for production increases 

due to technological change, e.g. , nevw varieties, or other farming practices 

are not considered.j 

Finally, prevjo us studies recite the comparative advantage litany 

Wcrld Bank Study in the late 1970's which concluded thatpronounced by a 

Sudan didn't have ia comparative advantage in growing wheat. While it may 

be true that Sudan does not have a comparative advantage for growing wheat 

levels, given present technology,solely for wheat's sake above certain output 

from that study, incorrect given a lack
the policy conclusio,5, cminating was 

of kMow.'ledge about wcater availabilities and cropping patterns (for an 

improved wialysis of these i .s:ue';, see '11e Sulmese Consultat ions Bureau, 

Dec. 1982). Further, analyses of comparative advantage have not considered 
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the possibility that changes in relative producer prices to reflect 

international market price changes may alter the incentives to produce 

more efficiently and thereby increase the economic return to both the
 

individual tenant farmer and to the economy as a whole. For example, yield 

variations among irrigated wheat producers are considerable, which if 

narrowed closer to the higher figures attained, could significantly alter 

existing calculations of coiiiinrdtiv" adv',n~ig, irid the econoiric return to 

such production (see Youngblood et. al., 1982 and Abdus Sattar, 1982). 

As a consequence of these multiplicity of problems on both the demand 

and supply side which (a) do not link other food grain production and 

consumption together, at least via price changes, (b) do not analyze 

the direct impact of price changes to reflect the macro-cConomic policy 

goals of the country, or (c)do not seriously considur the production 

impact of potential changes in technology, the derived predictions of wheat 

import requiremcnts for the country have had little theoretical or 

empirical base. Previous import levels and the resulting "role" for 

PL 480 Title Ill remain enuneshed in a poorly conceived coneptual framework. 

It is encouraging to report, however, that IISAID/Sudan has been making 

progress on these matters. The proposed self-help measures for the current 

PL 480 Title I agrecment, as well as the conceptual paper by Fred Winch 

(May, 1983), the composite flour study by Gotsch (Oct., 1983) and the paper 

on w:'heat production in the Gezira by W.i iam B-tc.oiL (Oct., 1983) reflect 

considerable progress in formulating the basic paJrameters of the analytical 

problem. 

A Note on Weat Production and frade Statistics 

tBefore proceeding to a consideration of a revised framework for consid­

ering the initial question, i.e., the role of 1'!. 480 Title II in the context 
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of a dynamic food grains market, it is useful to review selected elements of
 

the data base upon which this and other analyses incvitab~y must be based.
 

InTable 5, data from several different sources on domestic wheat production
 

and imports are provided to indicate the nature and extent of the empirical
 

problem.
 

While there appears to bC general agreement amoungst the 	various sources 

of wheat, atof infonuation with respect to arca uider domestic production 

least over the year of comparable data, there are several significant variat­

ions in the output data, e.g., 1971/72, 1979/80, 1980/81 	and 1981/82. More
 

serious, however, is the variance in the figures of total wheat imports. There 

does not a,pear to be one data source with systematically higher or lower figures. 

The variation between the high and low estimates are often as much as 50% 

of the l3west figure for any given year with comparable data. The differences
 

in this variance could come from multiple sources. An investigation appears
 

warrented.
 

one possible solution to the problem is to review existing estimates 

aid from ihem obtainan estimate of the range of plausible figures and 

develop a range of possible outcomes based on such information. This is 

the strategy employed by (a)William Bateson and Buraie Adam in their study 

in Gezira for FY 1984;of the appropriate producer price for wheat 

and (b) the Sudanese Consult ations Bureau in their comparative cost study 

of Domestic Production vs. Importation of heat (see Bateson, Oct. 1983 

would be prefer­and Sudanese Consultations Bureau, Dec. 1982). However, 	 it 

able over time to reduce the extent of the variation. Perhaps the USAID/Sudan 

Ag. P11 anning and Statistics Plroject and the Kacro-econnmic Policy Project 

C; i iprove t11e situation over lhe next year. 
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TABLE S 
SudanIEstL ates of Production and Imports of Wheat in 

/ 

Wheat Imports 

Domestic Production US Concessional US Other Total Non-
Area Lndcr Proaction Output Total via PL480[,CIP Commercial Sources Concessionary 

1100's Fedidhans 000's MT 000's N1l 000's MT 000's Mr 000's MT 000's MT 
Y., LY (1)6(4) (2) (3) (1) (2) (3) (4) (5) (1) (3) (4) (6) (7) (3) (7) (3) (7) (3) (7) (4) 

19b'/Ul19t, 1 
39 

141 
26 
29 31 28 30 

i105.3 
88.2 

9 o o3 54 31 69.9 
19t,36. "'1 SbA51 376 37S6i 67.2119.7 

'. 5o3It 1301 9 .12.2.9 

I"'/ - 173 7 79 '8S N/A 
I:"7(
1! ,S,'. 

264
29% 

1 57
L323 

56.0
41.3 

29n . I Is 15 .74.2 
291 1; l3 121 163.3 134.5 

* z3- .'t, 1 138.i 160.7 I 101.1 
1"2/7; 241 1,Q 152 159.7 158.9 159.2 

.3 -Ss9 235 112.9 136.3 136.4 

I-:,'73 598 ;240 269 i-C.3 126.4 126.7 
I:-./, 714 1 255 9.9 172.9 173.3 
.'".'7 639 o39 139 !294 29 290 29 302 109.3 229 157.6 59 !161 9 157.7 

:2 o.-!>.(,02 -N17 317317 317 27e .18-1.1 161 146.7 293 133 83 8S 70 39 8 9 147.6 
', 7-j 577 ,7- 37 177 177 177 1-0 330.9 293 225.3 212 222 44 121 ;230 75 19 27 261.3 

'.,! " 451 448 418 233 219 219 231 210 331.2 306 339.9 330 340 1S7 217 1105 100 41 23 
Jar,/81 

W1/2 
137 
371 

410 
371 

d 16 
371 
3tj 

218 
182 

I 

228 
162 

225 
163 
175 

170 
164 

120 
135 

451.3 
. 

323 
427 
602 

494.4 
465.4 

421 
500 

477 
254 
545 

278 
286 
582 

161 
73 

304 

i 291 
135 
192 

45 
141 
20 

24 
46 
49 

l.'7I jlhc numbcrs ;ho'c c~ich celuam refer to the Jata source. 

rik of bud:n, Anrutv P£..rt, various :ycars 
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L t. :it. ":,n I:. I;' Ttk Ill TPro-rar. .Iid-Tcrm Lvaluation, (Washington, D.C.: AID, May 1983) 

r:, ::ti., "Ycuigblood, ct.11. Lons.5L,,)tion Ltects o: Agricultural Policies: Bread Prices in the Sudan, (Raleigh, North Carolina: Sigma One Corp., 
,'prji 1993) 
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(5) 	 Abdus S.-ittar. "Pricing of Whcat in Sudan", Paper prepared for the Joint Agricultural Price Policy Workshop, sponsored by FAO and GOS, 
Ihartoum, May 31 - June 2, 1983. May Z4, 1983
 

(6) 	Data providcd USAID/Sudan by Bank of Sudan, Foreign Trade Statistical Digest and Ministry of Coop., Cormerce and Supply, 

(7) 	USAID/Sudan, "L.NR Working Paper", no date, approx. June, 19R3 
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A Market Analysis of Factors
 

Affecting Food Grain Imports
 

There are a number of factors which affect food grain imports into 

Sudan and, thus, the role of PL 480 Title III Food Aid in balancing cons­

umption with production throughout the country. These factors can 

conveniently be disaggregated into domestic demand and supply factors,
 

international dcmand anid .utid)y factors, and othcr factors. 

Domestic Demiand Factors 

The domestic demand for a particular food grain is largely determined 

by the following factors: (a) its on money price, (b) the relative money 

price of a substitute food grain, (c) the time required by the household 

(usually the wife in Sudan) inprocurring and preparing the item, e.g.
 

sorghum, (d) the price of other complementary items in the preparation of 

the item, e.g., energy for cooking and/or baking, (e) the relative money, 

time, and complementary item prices, (f) income, (g) population size, and 

(h) tastes, preferences and other factors as can be determined by such 

indicators as (i) the proportion of the population which is urban, 

(ii) education, (iii) family size, (iv) traditional diet patterns, and 

(v)the regularity of supply availability.
 

InSudan, several studies have been recently completed inwhich the 

relationship between some of the above mentioned factors and the consumpt­

ion of a particular food grain, e.g., wheat, has been empirically investigated. 

This evidence is siuimiiarized in Table 6. Fnprical evidence of variable 

quality has become recently available on the relationship between the demand 

for wheat (possibly for wheat flour and/or bread) and (a) its own money 

price, (b) the money price of a clo se domestically produced . ')stitute 

grain - sorghum, and (c) income/expenditure. At present, however, empirical 
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TABLE 6 

Summarv of Evidence on Domestic 

Factors Affecting the Demand for Wheat in Sudan 

THEORETICAL RELATIONSIliP 
WII34A EPIRICAL E\IDECE SOURCEVARIABLE NAME 	 OND 

(1) 	 Own Money Price Negative -0.39 Price elasticity of 1 
denand (real price, per cap. 
wheat flour consumption) 


-0.73 Price elasticity of 2 
demand (nominal price, 
expenditure on wheat) 


-0.35 Price elasticity of 3 

demand 

-0.39 Own price elasticity of 1 

demand for wheat bread 


(-0.28 to -0.45) 


-0.39 On price elasticity of 1 

demand for wheat bread 

(-0.23 to -0.43) 


CO-MENTS 

(a) Statistically significant at 

0.15 level. 	 e g. what 
(b) Other econometric probs; e'nctiona 
(c) Few obs (11) 	 form? 
(d) Time series. 
(e) No control variables except 

income & price of sorghum. 

(V) basically an urban estimate. 
(a) More econometric problems 

than in (1) above. A clear over­
estimate -iven equation specification.
 
(b) No info. on number of observa­
tions.
 

(c) No control variables.
 
(d) No presentation equation
 

statistics.
 
(e) No data set presented.
 

as a Worldank estimate.(a) Reported in source #2: 


(b) Unknown statistical rocedures. 

(a) 1978/79 household expenditure
 
survey data.
 

(b) The estimate increases in
 
absolute value as one moves from
 

the lowest to the highest expan­
diture stratum.
 
(c) Linear equation estimates.
 

(a) 1982 urban household expenditures
 
survey
 
(b) See Cb) and (c) immediately above.
 



THEORETICAL RELATIONSHIP
 
VARIABLE NAME WITH DEMAND) DiPIRICAL EVIDENCE SOURCE COM-EN7S 

(2) Oi Time Price of 
Preparation (frnm 
acquisition to 
serving) 

Negative None available. (a) Requires study. Can be part 
of a household time allocation 
study. 
(b) Labor force participation by 
women increased deinand by 10% 
(Source #1). 

(3) Price of other corn-
plementary prepara-
tion items, e.g., 
energy for cooking 

Negative None available. info can be obtained in household 
survey. 

(4)Relative prices to 
other cereal grains, 
e.g., sorghum 

(a)Money Price Positive +0.47 Real price of sorghum 
grain, per capita wheat 
flour consumption. 

1 (a) Statistically significant 
0.05 level. 
(b) See comments above under 
variable #1. 

at 

(c) In Egypt the estimated maize 
relative price elasticity is +0.2. 
See Source #4, pg. 60. 

(b)Time Price from 
acquisition to 
serving. 

Positive 
Relative 

to 
Sorghum 

None available. (a) See comnent above under 
Variable #2. 
(b) May change if research break 
through occurs to extend shelf 
life of kisra. 

(c) Price of Comple-
mentary Prepara-
tion of items; 
e.g., energy 

Positive 
Relative 

to 
Sorghum 

None available. (a) See comment above under 
variable #3. 
(b)May change if research break 
through occurs to extend shelf 
life of kisra. 

r5) Income Positive +0.18 Income elasticity per 
capita, real GNP, GDP 

1 (a) Not star. significant.
Cb) See comments above regarding
estimation equation under 
variable 11. 
Cc) AQreate data used. 



THEORETICAL RELATIONSHIP
 
CO(%MEYTS

WIT{ DEMIAND MIPIRICAL EVIDENCE SOURCE
VARIABLE NAME 

1 (a) Cross sectional data 1982,
+0.97 Expenditures elasticity 

UrbMan mini-household survey.(1.21 to 0.88) depending on 
(b) Declining figure basedincome evaluation. 	 on 
expenditure stratum.
 

(a) Cross sectional data 1978/79
+0.45 Expenditure elasticity 1 
survey.depending on income/exp. level 	 household budget 

(b) Size of estimate declining as
(0.59 to 0.38). 

expenditure stratum rises.
 

+1.17 Urban area wheat expen- 2 (a) See comments above under
 
#2 above.
variable #1, source
diture elasticity, 


+1.39 Rural areas wheat expen-	 (a) See comments above under 
variable #, scurce #2 above.diture elasticity. 


Positive No estimate available which
(6) Population 

separately estimates this
 
relationship, especially 
between urban & rural areas 
and disaggregating betwreen 
absolute magnitudes ad rates 
of grmth. 

(7) Other factors, incl.
 
tastes and preferences.
 

- Should be included in a more
Unclear, None available.(a) Education 
 complete study.
likely to 

be highly
 
colinear
 
w/income
 

- See comments under (7)(a) above.None available.
(b) Proportion of Unclear, 

population urban likely to
 

be highly
 
colinear
 
w/income &
 
time prices
 



THEOREFICANL RELATIONSHIP	 CMYO4NSSOURCEDEkND EMPIRICAL 	EVIDENCE
WITHVARIABLE NAIME 
See commnents under (7)(a) above.
 See comments under income
'unclear,
(c) Family Size 


likely to variable for source #1.
 

be colinear
 
,Aithper
 
capita inc. 

- See conment under (7)(a) above. 
None available.
Negative;
(d) Practice tradi-


tional dietary may be
 
related to
patterns, 

religious 
group & age 

- See comnent under (7)(a) above. None available.
(e) Availability of Positive 

wheat supply

(1,of time
 

available).
 

Sources:
 

1. 	Youngblood, Curtis, et. al., Consumption Effects 
of Agricultural Policies, Bread Prices in the Sudan,
 

Sigma One Corp., April 1983).
(Raleigh, North Carolina: 


2. The Sudanese Consultations Bureau, Comparative 
Study of Cost of Growing Wheat in Sudan and Importing
 

Ministry of Finance and Economic Planning), December 
19,2.
 

it from Abroad, (Khartoum: 

Bank, 1980).

Major Primary Commodities, (ashington, D.C.: World 
3. World Bank, Price Prospects for 

Pg. 60, Derek Byerlee, 	'The Increasing Role of 
1leat Consumption and Imports in the Developing 

World,"
 
4. 


Draft Report of CIM YT Economics Program, Mexico City, Mexico, February 
1983.
 



not been and with rcspect to the other 
evidence has compiled ;nalyzed 

the nat i unal hiousehol d expenditure
factors arffLcj ing demand. Hlowever, 

the mini household expenditure]978/79 anid 
surveys conducted in 1967/68 and 

completely 
survey cond-ucted in Khartoum area in 1981/82 

may be analyzed more 

as a first step in resolving the present lack of knlowledge. 
Perhaps of most 

concern is the general lack of knowledge about relative time 
and complementary 

A more carefully constructed 
input prices which affect consumption choices. 

national house.hold cxpcnditurc survey 
which also monitors time use patterns
 

other 
a surney would also yield infonwition 

for many
is required. SlIch 


notional accounts.
 
puLrposes, including updating the countr)'s 


of the factors affecting demand
 
Given the pre,:,entC available estimates 


presented in Table 6, it appears reasonable to conclude that 
the own money
 

for wheat and related products in Sudan is about
 
price elasticity of demand 

respect 
money price elasticity of demand for wheat with to 

-0.4. Thle cross 


of 0.5.
in the neighborhoodsorghum appears to be 
for wheat

(cum income) elasticity of demand 
Finally the expenditure 

to have significantly increased 
least urban dwellers appears

via bread for at 

from about 0,5 to perhaps 1.0 between 1978 and1982, 
largely due to the
 

It is estimated that average
income over the period.
decline in real 


fell by about 15.4% during the period 
real household expendituresmonthly 

taking into consideration per
from both survey's) and,

(using mean figures 


(households in the 1978/79
 
capita differences between the two periods 


they averaged 7.5 persons),
 
survey averaged 6.6 persons, whereas in 1982 

as much as 31.3%.have dropped by
real household expenditures may

per capita 

gap of about 7.5% of
resourcelarge rcmai: ing macro-economicGiven the 

likely that real income expenditures ill continue to 
total real GDP, it is 

as much 
over the next several years, although perhaps not 

drop even further 
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as has occurred since 1978/79. This would be particularly true if aggregate
 

production were to increase significantly in the next several years.
 

The remaining factors listed in Table 6 for which empirical evidence
 

is presently unavailable, appear to be mixed in their impact on the overall 

demand for wheat. There are some factors which may be increasing or decreasing 

demand. Perhaps the two nKst important forces presently opcrating on the 

domestic economy to increase the demand for wheat bread, particularly in urban 

areas, are the relative price differential between wheat bread and kisra,
 

in terms of preparation time ,and the price of complementary preparation
 

inputs, e.g., energy. The country's population has been increasing at about
 

2.6% per year i..hereas the urban growth rate in Sudan has been about 6.8% 

per ycar (World Bank, Feb. 1982). Similarly, there has been a secular
 

increase in female labor force participation which tends to reduce the time 

available for food preparation. Similarly, energy prices and the price of
 

other items used in kisra preparation has also increased relative to bread
 

since bread is increasingly produced in quantities which can obtain scale
 

economics relative to kisra (under prscent technology). If there is a 

technical breakthrough in increa.ing the shelf-life of both dura and kisra, 

as may be the case soon in Senegal, this factor will of course work in the
 

other direction to reduce the dcmwnd for wheat, assuming that taste and 

preferences remain as they are currently. 

Domestic Supply Factors 

and wheat) and its mix areThe domestic supply of food grains (sorghum 

similarly defined by a numnber of factors. For an item like wheat, domestic 

production is a function of (a) the producer price of wheat, (b) the relative 

price to the producer of altermative crop production, (c) the prices and 

inputs; and, (d) a number of uther technicalavailability of complementary 
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factors such as (i) water availability, (ii) seed technology, (iii) farming 

practices, (iv) crop rotation schedules, as is the case in irrigated agric­

ulture, e.g., the Gezira, and (v) the weather. 

The mid-term evaluation and the original PL 480 Title III program
 

paper has reviewed the historical production of wheat in Sudan, which
 

originated in the northern areas around Dongola (see Tom Cornell, et. al., 

1983 and USAID/Sudan, April 1979). Thus, this section is devoted to a
 

review of the factors affecting the supply of domestically produced wheat, 

with the focus of the analysis being directed towards recent empirical studies. 

Since domestic production is primarily produced in the irrigated areas 

of the country, and particularly in the (;ezira for off-farm consumption 

purposes, much of the economic analysis regarding the factors affecting 

the domestically marketed supply of wheat has centered on the factors 

affecting the production and marketing of wheat in the Gezira. The
 

available evidence on these factors is sununarized in Table 7. 

Basically, this evidence shows thatover the relevant range of 

production,the amount of wheat produced and marketed from the Gezira is 

probably price inelastic. Total output elasticity of supply with respect
 

to price is around 0.5 - 0.7 and the marketed elasticity with respect to
 

price is probably between 0.7 and 1.0. Unfortunately, no studies have
 

yet been conducted on the relationship between wheat yields and producer 

prices. In addition, little analysis has been conducted to ascertain whether 

crops such as cotton, dura, and groundnuts (suuuner crops) are in fact compl­

ements or substitutes with respect to wheat (winter crop) in the Gezira, 

even though data on relative producer prices between all of these crops, area 

iumder cultivation, and yields are vailable over a reasonable period of time 

given some effort on the part of the analyst to obtain it. Unfortunately. 
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TABLE 7
 

A Summary of the Empirical Evidence on the Factors
 

Affecting the Domestic Produced Supply of Wheat in Sudan
 

THEORE7ICAL RELATIONSHIP 
VARIABLE N..ME WqlI SUPPLY DIPIRICAL EVIDLNCE SOURCE CMIEN4TS 

(1) Producer price of 
wheat 

Positive +0.4 to 0.75 Output supply 
elasticity with respect to 
economic import parity 
price(EIPP)over relevant 
level of pdtn. 

1 (a) Supply functior based on 1980/ 
81 cost and yield data presented in 
Source 43, and adjusted "upward" on 
basis of input price increases since 
that date. 
CD) 1980/81 generally a poor year, 
yield wise, thus costs per unit of 
output "higher" than "normal" years. 
(c) Data from Gezira tenant farmers. 

+0.75 to 1.0 Market supply 
elasticity with respect to 
EIPP over relevant level of 
pdtn. 

1 (a) See immediately above. 
(b) The difference between output 
and market supply elasticity is due 
to the fact that a certain %, approx.
20-40% of total output is consumed 
on the farm, thereby moving the 
point on the aggregate supply curve 
closer to the origin uhere the 
established function is more elastic. 

+0.95 Wheat acreage elasticity 
with respect to lagged world 
wheat price. 

4 (a) Aggregate area response function. 
(b) Time serics, 18 obs. 
(c) All variables stat. significant. 
(d) Estinte at the mean values of 
area =300,000 fed, and S225/Mr. 

(2) Relative producer 
price of substitute 
crops, e.g., cotton, 
groundnuts 

Negative None available. Substitute crops for wheat is based 
on assumption that cropping patterns 
on present irrigated land (Gezira) 
cannot be altered to reduce competi­
tion for water between winter wheat 
and summer crops (see P(4)Co) below. 



THEORETICAL RELATIONSHIP 
VARIABLE NAME WITH SUPPLY a, 1PIRICAL EVIDENCE SO RCE COM\IEMS 

(3) Input Prices -Negative None Available. - Cost of production data an, iput 
price data only available _r one 
year, 1980/81, and is found in 
Source #3. 

(4) Other Technical 
Factors. 

(a) Improved Positive Output could increase by 3 to 2 (a) With a concentrated effort of 
Technological 4 times on Gezira based on improving the use of existing 
Inputs Package research trials. technology, including timing of 

input application, e.g., seeds, 
fertilizer, water, land prep., et:. 
output could expand from an average 
of 350-100 kg/fed to 1,400 kg/fed. 
(b) Within five years, e.g., 
1986/87. it is estimated that out­
put could be approx. 60% of 
potential, i.e., 840 kg/fed. 
(c) The potential yields obtained 
in the Gezira of 1.4 NIT/fed = ave. 

yield in Egypt. 
(d) The ave. yield for all non­
major developing country uheat 
producers is about 500 kg/fed. 
(see source #6) 

(b') Cropping Pattern 
and Water Avail-

Lead to 
Maximum 

(a) Historical data does not 
imply a constraint in Gezira. 

1 (a) Implies that FY84 Gezira planting 
would equal approx. 300,000 fed. 

ability Production Cb) Maximum potential area 2 (a) Provides evidence on water flow 
in Gezira is 300,000 based at key Oct.-Nov. wheat planting time 
on water crop rotation and at end of growing season for 
constraints, cotton, groundnuts and dura. 

(b) Provides no rationale for why 
crop rotation schedu.o for non-wheat 
crops can't move forward to remove 
presumed water constraints. 
(c) Mid-1970's production area data 
in Gezira for all crops incl. wheat 
do not imply a constraint. 



THEORETICAL RELATIONSHIP 
WITH SUPPLY E4PIRICAL EVIDENCE SOURCE XO1ENTSVARIABLE NW\ME 

(c) Historical data analyzed 4 (a) Estimates on area response
 
show no area constraint in function with 18 years of time
 
Gezira series data.
 

(d) Provides evidence to show 5 (a) 7g. 14 reviews the cropping
 
that there is no water or pattern & water availability in
 
cropping pattern constraint. Gezira and concludes no substitu­

tability among present crops.
 
Points out that there is enough
 
water to plant 1.0 million fed. of
 
wheat. 

(c) Weather Positive No direct quantitative - (a) Existing production data could 
(If better evidence available for be linked with weather info.
 
weather, wheat. Cb) This link is found in rainfed 
then sorghum. (See Ahmed & Selan 1983 on 
better Bibliography.)
 
output)
 

Sources:
 

1. William Bateson and Buraie Adam, "Considerations on the Establishment of a Producer Price for Wheat at 
Gezira, 1983/84," Draft Paper, Planning and Agricultural Economics Administration, Ministry of Agriculture, 
Khartoum, October 1983. 

2. The Sudanese '.onsultations Bureau, Comparative Study of Cost of Growing Wheat in Sudan and Importing 
it from Abroad, (Khartoum: Ministry of Finance and Economic Planning, December 1982). 

3. Abdus Sattar, Study of Cost of Production and Comparative Advantage of Crops Under Different Farming 
Systems in Sudan, 1980/81, (Khartoum: Ministry of Finance and Economic Planning, May 1982). 

4. Curtis Youngblood, et. al., Consumption Effects of Agricultural Policies: Bread Prices in the Sudan,
 
(Raleigh, North Carolina: Sigma One Corp., April 1983).
 

5. Abdus Sattar, "Pricing of Wheat in Sudan," Paper Prepared for the "Agricultural Price Policy" Workshop 
Jointly Sponsored by the FAO and GOS, Khartoum, May 31 - June 2, 1983. 

6. Derek Byerlee, '"he Increasing Role of Wheat Consumption and Imports in the Developing World," Draft 
Report Prepared by the ClNVYT Economics Program, Mexico City, Mexico, February 1983. 



most of the analysis pursuant to the possibility that wheat
 

and other crops are substituteshas been ccnducted on technical, i.e.,
 

water constraint, rather than behavioral giounds. To make matters worse,
 

inconclusive results remain, even from a technical point of view.
 

Some have suggested that wheat should not be grown in Sudan on grounds 

that wheat does not have a comparative advantage (see World Bank, 1978. 

The Bank no longer holds to its earlier perspective). For this agreement 

to hold, other crops must in fact be an economic substitute, not just a 

Further, more recent analysis of farm managementpotentially technical one. 


data on whether w-heat has a comparative advantage or not suggests that 

one's conclusion is highly dependent on yield levels and what is counted 

as a cost and a benefit (see Abdus Sattar, May 1982). For example, on 

the cost side, the amount of labor time counted is subject to many diff­

iculties. Further, on the benefit side, the value of the straw from wheat 

is greatly undervalued given the many uses to which it is put in the 

household. (For an elaboration of these points see Appendix G in Richard 

Blue and David Dunlop, et. al., June 1983). 

To summarize, it isunclear whether there are technical or behavioral
 

reasons for the domestic production of wheat to be constrained to 300,000
 

feddans. Historical evidence does not support this view. Existing
 

technical studies are conflicting. Finally existing economic analysis
 

either has not been done (see two paragraphs above) or a plausible
 

mechanism (excise tax) has not yet been conidercd feasible for present 

implementation so that it might capture enough of the potential producer 

surplus which may occur, given an increase in producer wheat prices, to 

not only make domestic production of wheat attractive to the tenant producer,
 

but also attractive to the GOS as well.
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Other Issues in 

the Wheat Kirket 

There are three other relevant aspects for consideration 
in an analysis 

These items 
of Sudan's wheat market and the role of PL 480 Title 

III. 


include (a)the impact of an international market 
for Sudan's food grains
 

on Sudan's wheat market; (b)the role of potential 
and actual storage of
 

and (c) the distributional
wheat in Sudan on wheat import requirements, 

equity of the available supply of wheat, including that provided on 

concessionary terms.
 

international markets
The first item mentioned, i.e., the impact of 

for Sudan's food grains on the Sudan market 
for wheat, has not been
 

empirically analyzed. However, to the extent that sorghum and wheat are
 

substitutes, which appears to be the case given 
that the estimated cross
 

price elasticity of demand between wheat and 
sorghum was significantly
 

positive (see Table 6 above), sorghum export demand will affect the demand
 

for wheat via the cross price elasticity effect.
 

of this section, Saudi Arabia,
As was briefly discussed at the outset 

as well as Chad and Ethiopia, represent significant export markets for 

various dura producers. Exactly how changes in these markets will affect
 

the fict thatuncle3r at present. However,
wheat demand over time is 

1981 
Saudi Arabia cut its price for Sudmese dura from $ 340 MT in FY to 

$ 180 in September 1983, and that they may reduce it 
further to the 

international price for sorghum which is
presently about $ .135 F.O.B.,
 

significant implications 

the Sudan including relative price
flows out of 

is not inconsequential and it certainly could have 

for wheat consiumption and domestic production. A more complete investig­

incentives 
ation of sorghum 

on both sides of borders, as well as a more complete analysis of the 

the two food grain markets is certainly warranted. 
relationships between 
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It is unknown how wheat stocks in Sudan affect domestic producer
 

wheat and bread price decisions and their timing. However, it is non-the­

less useful to review the available evidence on available storage capacity 

for wheat in Sudan. The mid-term evaluation (Table 11.5, Cornell, et. al., 

1982), found that the ten presently operational mills have a combined 

storage capacity of 268 thousand MT, i\hich approxim;ates between 40 and 50% 

of annual consumption at 1982/83 rates. In addition, there presently 

exists 40 to S0 thousand MIT of storage at the docks in Port Sudan and the 

potential for storing up to 200,000 MI' of wheat ind wheat flour in that 

city. In early October there was about ]00, (iONMf in storage there due 

to off-loading in September of about 150,000 MV. 

Within Khartoum, USAID has estimated tha;t there are about 250 to 275 

bakeries. Perhaps an equal number exist in other parts of the country. 

It is normal for the bakeries to receive a delivery from one of the mills
 

on a weekly basis. Thus, at the bakery point in the wheat production 

system in Sudan, there is perhaps 5 to 10,000 MT of flour in storage at 

any given time. 

At any given time there is wheat or flour being transported by rail, 

truck and barge. It is not clear what the transport system moving and 

storage capacity is at any given time. Finally, the military has been 

enjoined by the government to become more actively involved innation 

building. It has established a corporation to further involve them in 

coanuercial ventures in agriculture (see Democratic Republic of the Sudan, 

Military Economic Board, Khartoum, Milit;ry Economic Board, 1982). Its 

exact status is presently unclear with rcsp .ct to whie;t storage and baking 

of wheat bread and how it might affect t1iLt.'et. 

To sur marize, information on domestic .storage capacity is as follows, 
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as of October 1983:
 

Table 8: Wheat Storage Capacity in Sudan, October, 1983
 

Port Sudan (Port and related wharchouses) 200,000 MT 

10 Mills 268,000 Mr 

Bakeries (at any given time) 10,000 mT 

Transport System N/A 

Military N/A 

ESTIMATED MlINIMUM STORAGE CAPACITY 478,000 MT 

This estima.-ted minimum storagc capacity is more than esti-mated total 

consLption of wheat flour of 468.9 thousand MT in 1981/82. No information 

exists as to how much wheat or flour is in storage at an), given time despite 

the constant referrals to the fact that the country is on the verge of running 

out of wheat. Certainly the annual variance in wheat imports, irrespective
 

of which series of numbers is correct (see Table 5), imply considerable
 

domestic storage capacity. Of policy relevance is to ascertain how and to
 

what extent the nation's 'heat stock affect bread price policy decisions
 

and their timing. 

While distributional equity concerns are not generally accorded the 

priority today (1983) as was true in the mid-1970's, particularly when an 

economy is undergoing structural adjustment as is the case in Sudan, the 

issue warrents a brief review. It is noteworthy that the PL 480 Title III 

program paper (USAID/Sudan, April 1979) pointed out the fact that both the 

GOS and AID regarded equity as an important goal. It is stated that 

"equity is clearly the central focus of [GOS] development plans" (pg. 3 of 

that "1....the purpose of the U.S. development programprogram paper) and 


is to contlribute to this undertaking [i.e., the GOS development program]
 

and to promote broadly shared developlent" (pg. 4 of program paper)*.
 

Biacketed it cinis incl-d-d Tc-grr -1-iy-'1ri cati on purposes only. 
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Subsequent sections of this evaluation reviews the progress being made to 

achieve certain elements of the goal of equity via the dcvelopIIIent projects 

supported via the generated local currency from the sale of PL 480-Ill 

wheat. In this section, however, the limited information available on the
 

distribution of wheat and other important foodstuffs within the country
 

over the last several years is reviewed. 

In Table 9, the limited data on distribution to the Southern part 

of the country for selected ),ears from 1-)' 1977 to FY 1983. h'hile it is 

the "food the demand anddifficult to ascertain relative needs'" and food 

supply conditions throughout the coutry, it is l,nown that: (a) the south 

has per capita income levels approximating one-third that of the north; 

(b) nutritional status in the south has been exacerbated since the civil 

war ihich ended in 1972; and (c) limited food production has occurred in 

the south since that time. The south probably has about 20% of the 

1982). Itpopulation of the country (World Bmk, Report N3551a, February 

grows no wheat. It receives not more than 1% of all wheat imnported into 

the country since 1977. Also, the proportion of domestic dura production 

has also not exceeded 3% during thisdistributed to the south via GOS 

period with the more common figure being close to 1 or 1.5% (calculated 

from Table 9 and total production data). Perhaps there is only a very 

'limited' market in the techirical sense for such itcs in the south. 

Nevertheless, there are lots of poor undernourished people residing in 

that area. 

in Sudan's Wheat MarketConclusions About the Role of PL 480 Title IlI 

The most honest answer to this very fundamental question re: the 

role of P1, 480 Title II1 in "filling the gap" in Sudan's wheat market is 

more important,that it is very uncertain what the role is, and, perhaps, 

-46­



I AbLt~V: 

Selected Foods Distributed to the Southern Regional 

Area Via Ministry of Cooperatives, Commerce, and Supply FY 1977 to 1983 

COM DITY (IN 000's M1) 

YEAR DURA iMiWAT FLOUR SUGAR EDIBLE OIL 

(Sorghum) 2/ 

FY 19771/ 54.1 4.6 3.7 1.4= 

FY 1980/ 8.7 3.0 1.8 14,251 (tins) 

r 319812/ 12.5 1.6 1.2 45,503 (tins) 

FY 1983!' 39.4 NA NA NA 

NOTES:
 

Total imports into Southern region.
 
Excludes Malakal imports. 

AImports via river only. It is estimated that the river carries the 

4/bulk of the items entering the southern region, perhaps 60-70%.
 

-Total non-dura foodstuffs equaled 24.6 MT. 

SOURCES:
 

1. Pg. 8, Appendix 4, M.J. Eaton-Evans, Report of the Nutrition Section, 
1976-1978, Regional Ministry of Ag., Animal Resources and Irrigatio-n, 
Y ci, S 1ut Sudan,ern July 1978. 

2. Pg. 8, USAID/Sudan, "Short amd Intermediate Measures 	 for USAID 

Assistance to Alleviate River Transport Bottlenecks," Draft Paper, 
USAID/Sudan, KhartouT, May 5, 1982. 

3. 	RRI - GOPA - Land P, Study of River Transport in the Sudan, Final 
and FconomicDr-aft Report, Vol. I -n-e-xes, 7IInistry oi Finance 

Planning, kliartotm, July 1983. 
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what it should be. Three studies have previously reviewed this issue 

and the range of estimates of the "import gap" have varied from a low of 

46.5 thousand M1' (Youngblood, et. al., April 1983) to as high as 404.3 

thousalid Mlr (The Sudanese Consultations Bureau, December 1982) in 

1982/83, with the mid-term PL 480 Title III program evaluation estimated 

gap, as of 1981/82, being between a low of 298 and 415 thousand Mr. The 

variance in these estimates is considerable and each is based on its own 

set of assumiptions which have bCCn dilcussed at ]Cngth throughout this 

revj ew. 

The above discussions have suggested great caution about projecting 

"import" requirements without a fully articulated analytical system. As 

has been discussed above, not all the important relationships have received 

empirical attention, even in a partial equilibrium context. Perhaps more 

importantly, the market for food grains in Sudan have, and will continue to 

undergo major shocks, e.g., the equivalent of a 90% real bread price
 

increase over a three-year period beginning in FY 1982, a 60% real price 

decline in the international price for sorghum over a three year period, 

the possible introduction of a teunty to thirty percent composite wheat/ 

sorghum flour, the possible teclurrgical breakthrough within the next 

few years of a longer shelf-life kisra, and the potential of significant 

yield increases of up to 100%0 within five years, with or without a water 

CUMD land constraint in wheat production. Over the next several years it 

is also conceivable that sorghn yields may increase by at least 25 to 

30%0 as well, given recent field trial research findings in Kadugli and 

Wad Medii (discussions with USAI)/Sudan, Food and Agriculture Office 

officials). It is clear that these, and possibly other changes will 

certainly alter the market equilibrium conditions in Susan's food grain 

sector.
 

-.
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In spite of these above mentioned important reasons for not making
 

projections, nevertheless it remains seductive to use whatever meager
 

information is available and come up with perhaps a "third-best" idea
 

of what some of all the changes occurring in the Sudan might imply with 

respect to wheat import requirements and, thus, the role of PL 480 Title 

III. The results of this effort are summarized in Table 10. The Table
 

presents five alternative projections of the demand for wheat and four
 

alternative projections of domestic production of wheat based on various
 

which may be affecting orprice, income, yield, and new product changes 

will have affected the market for wheat over the 1981/82 to 1985/87 period.
 

As one will immediately note by turning to the "bottom lines", the range 

of import requirement estimates varies considerably. Furthermore, when
 

taking into consideration the LMR (usual marketing requirements) of PL 480 

agreements, the potential size of the presently contemplated US concess­

ional food aid program may encounter some difficulties if the effects of 

those items considered in this "mechanical" exercise approximate reality 

in any way. 

stated at important item has beenIt should be that least one very 

in the of projections foundexcluded from the empirical analysis embodied set 

inTable 10. This factor is the convenience and related preparation
 

cost.impact on demand (The Youngblood et. al. study, April, 1983
 

recognized the importance of this factor as did Fred Winch, May 1983,
 

its importance remains unknonm). The importancehowever, empirically, 

of this factor in understanding market behavior cannot be underestimated, 

even in ]ow-income countries. It a universal maxim that a]l.is probably 

people hate to wait. Nearl) ecr)'onc places a high value on their own 

time and, if there is a way to save it, and if people have a choice, the)' 

-19­



TABLE 10 

and 	 Import Requirementsof the Demand, Domestic Supply,Alternative 	 Proiections 
in the Sudain, FY 1981/82 to 1986187 (in 000's NI 

End of 

Base Year PL480-1II
 
1985/86 1986/87


1981/82 1982/83 1983/84 1984/85 


774 829
675 723
539 630
(1) Wihet consumption no price 


changes or income changes 

cons idered.
 713 764
635 673
589 599
(2) 	 1, adjusted for per capita 

income changes. 


418 447 

(3) 	 PZ2,adjusted for real bread price 589 487 434 394 


increases. 

443
368 414
589 472 431

(,J) 	 03 adjusted for real sorghtm

changes.price 

353 331 354 

(S )I adjit,ted for introduction of 589 472 431 


2OI sorghum composite flour in 

198S5FY 

I ,'.flnir C I' McInCIN	 162
162 162
162 162 

(1) iasciine 	production--no price, 162 


area or yield clan!':es.	 176

(2) 	 nl plus area expan'zion to water 162 176 176 176 176 


Newstaifa, no price or yield changes. 

329 

(3) 	 "2 plus yield increases asstum 162 176 213 276 302 


%:aterand area constraint. Noprtce canres. ttions 

price chanmges.
 

.Cximents
 

Increase based solely on rate of urban 

population growth of 7.11 pa.
 

The estimate of income elasticity of
 

demand used in this projection = I.I. 
for 	source of estimate.
See 	Table 6 


Real per cj-ta income chanes are based 
on macro-econonc estimates of G)P grow.th. 

Own price elasticity of deumnd - 0.4. 

See Table . No adjustmnts are 
included- -possible oil price increases 

Cross price elasticity of demand - n.47. 

42.7% of 41 composite flour phased in
 

20% of market in FY 1985 and 1001 by
 

A static projection. 

This projection allows area expansion for 
all present wheat growing areas to expand 

production to what some consider the mxi­

mum possible, i.e., 300,000 fed. in
 

Gezira, 50,000 fed. in New 14alfa, and 
30,000 fed. in the north.
 

in this calcula­
tion are based on the Sjdanese Consulta-
Yield increases assumed 

Bureau Report (Dec. 198Z), pg. 15-1
 



End of 

()3, adjusted 

Base Year 
1981/82 1982/83 

for real producer 162 200 
prieayresponses. iercsesand~'acrpric ncroaes nd 

PLA80-III 
1983/84 

244intermay1.0 

1984/85 

321 

1985/86 

339 

1986/87 

349 

Comments 
con ts 

This projection alltcs for priceAn elasticity estimrate 
was used based an Bateson and of 

extend 
etenaon 

ir a t 0 
Ger toSTable 

ay Youngblood analyses, reported in 
7 . Area expansion beyond the 

above Th-iiidered maximums were never 

greater than 10-15% on any growing region. 

567562 612
" 4722173 468 513427I:.-r7T RlQIRE .NTS4 ) - 8 S(T).S-S. 187 32 

l~w lulnge -S72 427 
JTwRJIR-ing 159 15? 159 159 159 159 UMR . Us".al Marketing Requirement ­

agreements to 

ii'h i;e 

A part of all PL 480 
"guarantee" additielalitY. 

rT'TrrNTI.A, OWCESSIONARY PI)RTS (IHP-W) 268 309 354 403 453 508 

268 113 32 -127 - 157 - 154 
liwh Range 
low Range 

the Ministry of Cooperatives, Commerce,
implemented whereby 

not account for a possible requirement that might be 
C1) This Table 

and Supply would distribute wheat to each 
region according to a formula based onN (1rxS: does population. 

mean between two estimates of the LW\R 
It also represents an approximate 

(2) The Figure showt, represents USDA's figure for FY 1982. 
the data presented in Table S.
 

for FY 1984 which can be calculated 
from 



will exercise their option. There are very few studies in an) country 

about the direct and cross time price elasticities of demand for any it,:m. 

The health field has begun to recogmize its importance but the empirical 

literature remains meager there as well. The several studies presently
 

available tend to show the iliiportance of time use on consumption 

utilization decisions. AID's and )S's unerstanding of the market for
 

food grains and especially wheat from both the demi~and as well as the 

supply side (see Blue, Dunlop et. al., June 1983 for an illustration of 

the supply side importance in a not too dissimilar place north of Sudan), 

would be greatly improved by analyzing the role of time in affecting 

consumer and producer choices. Actually, it is possible to analyze the
 

inaccuracies of the present available projections embodied in Table 10 

compared with actual demand/consiigiption to ascertain a type of "residual 

elasticity", much of which could he interpreted as a composite estimate 

of a time or convenience elasticity.
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Progran Adniinistration and 

Project Performance 

The third-year evaluation of Sudan's Title IlI Agreement found that
 

overall progress had been satisfactory, that policy reforms called for
 

under Item 11 of Annex B had been basically met and that the agreed-upon 

policy studies had been or were nearing completion. However the evaluation 

also pointed out weaknesses in progran implementation, management/admninistr­

ation and GOS/Mission reporting. It was noted that progress under individual 

projects varied, but that major delays in individual projects were due, in 

the main, to slowncss in securing relited, I)A funded technical asssitance, 

rather than to lack of COS commitment or performince. The following section 

examines some of the causes for past deficiencies in program management 

and project performance, describes steps taken since the last evaluation
 

to address these weaknesses, makes some projections/assumptions about the
 

final two years of implementation, and recommends further actions which 

could improve performance.
 

Program Administration
 

At the time the PL 480 Title Ill Agreement was negotiated and signed, 

the current U.S. Aid program was only a few years old. The bilateral
 

relationship between the United States and Sudan was in its infancy and 

not sufficiently developed to allow meaningful policy dialogue. Title III 

was also an unknon quantity - the first Title Ill Agreement, with Bolivia, 

was signed in May of 1978, and the management burdens, complexity, require­

ments and opportunities of this type of development assistance were not 

clearly understood. The Mission opted for a "project-oriented" approach 

to the Title III Agreement in Sudan, somewhat along the lines of the 

Bolivia model. To avoid further demands on the GOS budget which would be 
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made by new projects, the Mission sought to identify local currency costs
 

of on-going and/or DA funded activities which could be funded from local
 

currency proceeds. In many instances these were recurrent costs which
 

itwas deemed essential to provide (at least for the period of Sudan's
 

financial crisis), because of the perceived importance of the development
 

activities which the)' supported. There are major differences however,
 

between project implmcentit ion in a country like Bolivia with a relatively 

sophisticated, established infrastructure and a country like Sudan which 

has experienced considerable out migration of its most able officials to 

the Gulf since the mid-1970's. The bulk of U.S. assistance to Sudan prior 

to the Title III Agreement had been quick-disbursing and the build-up of 

development assistance projects gradual. As a consequence, Mission
 

experience with project implementation in Sudan was thin. The Mission 

historically has been understaffed, whereas the DA budget has continued 

to grow, more than doubling over the past five years (projects have nearly 

tripled). Demands for Title III management and implementation occurred 

simultaneously with this rapid groiwth in requirements for increased DA 

project oversight. On the WOS side there was, and continues to be, a 

severe shortage of trained staff at all levels with very limited logistical 

support. Given these circumstances, the Title III program has done surpr­

isingly well in some areas, i.e., policy objectives have been met and
 

surpassed, currency deposits are up to date, disbursements to project
 

have been made as required andsub-accounts while slower than envisioned 

the GOS has earned some $30 million in offset. Other areas have been less
 

than satisfactory - i.e., Mis:sion/GOS administration monitoring and reporting, 

aspects of project perfon:mnce, :ind a loss of maximum offset potential. An 

areas follows.examination of some of the specific m;mnagement of the program 
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Financial Overview 

The PL 418( Agreement provides financing for $100 million worth of 

The localU.S. 	 coiiuiodities to be disbursed over a five-year period. 

from the sale of these commodities arc to be depositedcurrency proceeds 

for use on specified development activities. Beforein a special account 

taking possession of the PL 480 coiiuiiodities at Port Sudan, private purch­

asers from local mills must have certification by the GOS that they have
 

llaimming (MFEP)maintained by the Ministry of Finance' and 

deposited with the Ministry of Cooperation, Commerce and Supply (MCCS) 

the local currency equivalent of the dollar value of the wheat. The MCCS, 

in turn, deposits these local currencies into the PL 4SO Special Account 

lco11m ic . The 

M:EP, after collaboration with USAIID 	 on progrmmning, deposits pounds into 

opened in the name of individualspecifically designated sub-accounts 


project activities, or into the USAID-Administered Trust Fund Account.
 

GOS eligibility for offset is triggered when funds are transferred from
 

Table 11

the Special Account to the project sub-accounts or the Trust Fund. 


lists activities of the Special Account from the first deposit 
up to
 

the GOS has provided a quarterlyJune 30, 1983, the last date for which 

report (The team was advised that reports through September 30 would be 

submitted within a week).
 

In addition to the project sub-accounts, a Trust Flund in the name 

CIP and PL 480 Title III
of the U.S. was established into which some some 

local currencies are deposited. Disbursements cover local currency costs 

of the U.S. assistance program in Sudan including local currency costs of 

local currency costs of operating the U.S. Mission and
USAID contractors, 

Title III funds
 program development, design, and evaluation activities. 


deposited in this account are for contractor support costs of specifically
 

-54­



Table 11: Status of Special Account as of 6/30/83
 

Disbursements 


Is 


First Deposit 

at . exchange rte 

Disbursements 
at .5exch ige rtte 

River transport 750,000.000 

Railway 
Rehabilitation 4,400,000.000 

Abeyi Rural 
Development 300,000.000 

Western Sudan AF. 
Research 688,122.000 

Trust Fund Transfer 1,230,000.000 

SUB-TOTAL IS 7,568,122.000 


Second Deposit
 
at .5 exchange rate 


Disbursements
 
at .9 exchange rate
 

Western Sudan Ag.
 
Research 4,394,215.000 


Rural Health Support 874,000.000 


Trust Fund Transfers 2,072,000.000 

Rural Development
 
Planning 640,000.000 


Wheat Studies 195,000.000 


Railway
 
Rehabilitation 3,233,000.000 


SUB-TUTAL. £S11,408,215.000 


Third Deposit
 
at 1.3 exchange rate 


Disbursements
 
at 1.3 exchange rate
 

Balance from Wheat
 

Studies Unused 76,347.391) 


Trust Fund Transfers 1,813,000.000 


River Transport 1,000,000.000 


Blue Nile Int.
 
Development 670,000.000 


Rural Health Support 202,000.000 


Rural Rcnewable L crgy 592,000.000 


I Southern Region Ag.
 
Development Sof,00.000 


StB TOTAL SS I.'50, 52.(609 


TOTAL DEPOSITS 


TOTAL D]SBURSEMENTS 5S23,22o,,9S9.009 

MLANCE AS OF 
u/30/63 i5 5 , , , l)oU2.

Deposits
 
U.S. $ U.S. $ 
Equivalent iS Equivalent
 

IS 9,972,130.843 $19,944,261.69
 

1, 00,000.00
 

9, 00,000.00
 

;600,000.00
 

1,376,244.00
 

2,460,000.00
 

$15,136,244.00
 

£S 9,958,176,102 $19,916,352.20
 

4,882,461.00
 

971,111.11
 

2,302,222.22
 

711,111.11
 

216,666.66
 

3,592,222.22
 

$12,675,794.32
 

IS27,754,372.726 $21,349,517.48
 

58,728.76)
 

1,394,b5.38
 

769,230.77
 

515,3S4.62
 

155,3S4.62
 

455,3S4.4
 

38,401.54
 

$ 3,209,732.79
 

IS47,084,679.671 $o],_]i1,]3$.37
 

$31 ,0S] ,771.1] 

, I 83%t0. 20 

SOURCE: USAID/Sudan, Conl to]ler's Office 
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----------------------------------

.
designateri projectsI/ To get a 	clear picture of Title Il1 currency
 

support and disbursements to specific projects, trust fund transfers as
 

well as project fund transfers should be taken into account. Requirements
 

for these costs are determined yearly and have changed over the term of
 

the Title III Agreement. Table 12 shows Trust Fund Title III activity as 

of Jtne 30, 1983, according, to the GOS. 

It is evident that contractor requirements on most projects are running 

well ahead of project costs due in large part to the fact that budgets were 

originally drawn up at least two years before project implementation and 

that inflation has been running at 30' per year for the last four years. 

It is expected that requests to increase this funding will be made. 

Currently about one-quarter of Title III disbursements are being used for
 

U.S. contractors support to implement the projects agreed upon in Annex B
 

of the Title III Agreement.
 

Rate of disbursement over the first two years of implementation (second
 

and third years of the Agreement) was quite good, considering the implem­

entation problems of some of the projects. The Agreement was signed
 

December 22, 1979 and commodities arrived between March and May of 1980.
 

As a consequence, first deposits were not made until U.S. fiscal year 1981.
 

As a rule of thumb, it appears that no project activity will occur in the
 

first year of a Title 11I Agreement unless there is an agreement made to
 

forward fund approved, ready-to-implement projects.The disbursement rate 

in FY 1981 was 63 percent of account balance and 44 percent in FY 1982. 

As balances are brought forward, without accelerated project implementation
 

or alternative local currency uses, disbursement percentage will continue 

to fall.As of March 31, the FY 1983 disbursement rate was 15 percent of 

the account balance.
 

1/ Anex B budget amounts include 	 thlse costs 
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Trust Fund 	Activity
Table 12: 	 Title 1II 

as of 6730183
 

Project S Budgeted Deposited 

Western Sudan Ag. Research 1,370,000 1,370,000 

Regional Finance and Plauling 755,000 755,000 

Rural Health Support 4,681,000 3,974,000 

Ag. Policy Studies 5,000 5,000 

Southern Region Ag. Dcvelopmcnt 1,000,000 1,000,000 

Ag. Planning and Stat ist-ics 1,441,000 500,000 

Rural Rcnewable Enorgy 156,000 156,000 

B$9,408,000 £S7,760,000
TOTALS 


SOURCE: USAID/Sudan, Controller's Office
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Fluctuating e.\chaLge ratCe and tOhe ag t1mc beten deposits and 

disbursements have had a negative impact on the debt forgiveness earned. 

Table 13 shows that Sudan has already lost $11,314,910 in potential offset 

(See Annex D for additional information regarding the issue of currency 

offset in Sudan). If further exchange rate adjustments occur prior to 

full dusbursement, the amount of lost offset will be even greater. Project 

specific financial disbursements against FY 1983 Annex B are shown in 

Table 14. 

Even assuming that projects fully use currently budgeted funds, 

there would be a balance of over 10,00,000( pounds unspent. It is conceiv­

able that inflation costs could use up this balance, but, on the other hand, 

given project performance to date, it is unlikely that projects will
 

utilize all their budgeted accounts over the next two-three years, thus 

having the potential of further pcirlizing the GOS by loss of offset in 

the event of further devaluation of the pound. In the future, even if 

exchange rates at disbursement from the special account maich the rate at 

time of deposit into the special account, devaluation will mean even larger 

amounts of local currency will be available for disbursement. Subsequent 

sections will address inmore detail the probability of projects utilizing 

currently budgeted local currency. 

A legal determination has been made that at the time of disbursement 

of all local currencies from the specia!l account, full forgiveness of all 

paymcnt obligations for principal and interest of the Title III Agreement 

occurs regardless of the fluctuation in exchange rate over the life of
 

the agreement. However, as the tcu curcntly interprets the language,
 

this would not pertain if the GOS chooses to jpply excess forgiveness 

credits in any given year against other Title I debt due and payable that 



Table 13: Currency Offset Lost by Fluctuations
 
in Sudanese Pound Exchange Rate
 

As of October 1, 1983
 

Deposit Sudan Deposits to Deposits Potential
 
Number Special Account £ Exchange Rate Offset $
 

(1) LS 	9,972,131 .5 $ 19,944,262 

(2) 	 9,958,176 .5 19,91],352
 

(3) 	 27,754,373' 1.3 21,349,514
 

Total Potential Offset $61,210,128 $61,210,128
 

Sudan Disbursements
 
to Sub-Accounts LS 	 Offset Earned $ 

(1) LS 	7,568,122 .5 $ 15,136,044 

(2) 	 11,408,215 .9 12,675,794
 

(3) 	 3,406,653 1.3 2,620,340
 

Total Offset Earned $30,432,340
 

Balance of Accoumt 1.3 19,462,838
 

$ 49,895,178 49,895,178
 

Offset Lost $11,314,950
 

If Balance of Account has to be disbursed at 

IS1.8/$, offset loss would climnb to: 

Potential Offset $ 61,210,128 

Offset Earned 30,432,340 

Offset at 	1.8 on ]ilace of Account at 
$19,462,838 1(1,812,687 

Offset Lost at 1.8 $19,965,101 
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Table 14: 	 Actual Disbursements to Proiect Accounts vs.
 
Annex B Budget as of 0/30/S3
 

Is 

Projcct Budget Disbursments Balance 

1. Wheat Policy Studies 200,000 118,653 -0-

2. Western Sudan Ag. Research* 20,140,000 6,A52,337 13,687,663 

Project Account 5,082,337 

Trust Fund 1,370,000 

3. Railway Rehabilitation 12,900,000 7,833,000 5,067,000 

4. Rural Health Support 14,132,000 5,050,000 9,084,000 

Project Account .,076,000 

Trust Fund 3,974,000 

5. Regional Finance 7,800,000 1,395,000 6,405,000 

Project Account 640,000 

Trust Fund 755,000 

6. River Transport 10,174,646 1,750,000 8,424,646 

7. Ag. Planning 2,150,000 500,000 1,650,000 

Project Account -0-

Trust Fund 500,000 

*Subject to final agreement between GOS and USAID/Sudan
 

% Rate of
 
Disbursement
 

100% completed
 

37%
 

61%
 

36%
 

18%
 

17%
 

23%
 

(cont.)
 



% Rate of 

Project 

8. Blue Nile 

9. Southern Region 

Project Account 

Trust Fund 

10. Rural Renewable Energy 

Proiect Account 

Trust Fund 

11. Abeyi Rural Development 

12. Ag. Production & Market. 

Budget 

2,040,000 

5,500,000 

2,068,000 

300,000 

6,000,000 

Disbursements 

670,000 

1,050,000 

50,000 

1,000,000 

748,000 

592,000 

156,000 

300,000 

-0-

Balance 

1,370,000 

4,450,000 

1,320,000 

-0-

6,000,000 

Disbursement 

33% 

19% 

36% 

100% completed 

0% 

TOTAL £583,406,646 IS25,866,990 £$56,539,656 31% 

Projecting future year's deposits at 1.3 

Balance of Special Account 

52,000,000 

24,457,690 

76,457,690 

Currently Budgeted 56,539,656 

Unprograned £S19,918,034 



year. It is therefore incumbent that a careful financial analysis be 

done on the implications to the GOS budget if currency offset is applied 

to current Title 1 debt rather than being wholly reserved for application 

against the Title III repayment schedule. It is currently estimated that
 

interest on the Title III Agreement will be around $65 million. Thus, if
 

all credits are used for Title III offset, $165 million of debt will be
 

forgiven. If some credit is used at this point for Title I repayment
 

obligations, some $90 million in debt will be forgiven (see Annex C for the
 

present value of existing PL 480 debt through the year 2000). 

There have been improvements in financial reporting and monitoring 

since the last evaluation, but more nceds to b Jone. U.S.A.I.D. now 

clearly understands the offset mechanism, has iuformed the GOS of its 

responsibilities and is submitting quarterly offset reports to Washington 

on a regular basis. Records on the special account are now meticulously kept
 

by the Controller's office, but are dependent on the information received
 

from the GOS. Unfortunately, GOS financial reporting is still lagging;
 

they are now Qne quarters behind in special fund activity reporting. More­

over, reporting in disbursements from the sub-accounts is deficient or
 

non-existent and most project managers still do not understand the necessity
 

or procedure for yearly project budgeting and reporting. Thus, end-use
 

monitoring of sub-Jccount disbursements is extremely difficult to perform.
 

Recurrent cost financing is a fundamuntal (OS problem. AID is
 

increasingly aware of the problem and is concerned about how its portfolio
 

is contributing to it. Agency policy on payment of recuirent costs agrees
 

that in certain areas the pa)iient of these costs over a certain time period 

may be justified on development grounds, e.g., the maintenance of the 

government's institutional capability to coordinate the development
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activities occurring in the country public and private entities. Hlowever, 

conditions for agreement to pay these costs include a policy dialogue 

on ways and means to increase country revenues in order to meet these cost-, 

e.g., tax reform, and a phased plan for shifting the burden to the host 

government. A period of ten )years is allowed for such phase-over. The 

recurrent cost problem has direct connection to some of the Title III
 

projects, e.g., in the case of the Western Sudan Agricultural Research
 

Project where Title III generations fund 70% of the salary costs. At the
 

end of FY 1987 the entire burden will shift to the GOS. No provision for
 

meeting these costs has been made, although the Mission has suggested a
 

phase-over plan to the GOS.
 

There are a number of ways AID can address this problem: (a) tie 

continuing pa)'ment of recurrent costs to tax reform and/or income generating 

measures; (b) agree to make quarterly recurrent cost deposits to sub-accounts 

contingent on increasing deposits by the GOS over a specified time frame,
 

which could extend beyond the end of the project; (c)establish a policy*
 

of "matching grants" for recurrent costs based on increased revenue
 

generations by the GOS. The Mission has three more )ears of Title III
 

implementation to address this problem, and potentially up to another five 

years after that if a new Title Ill Agreement of a five year duration is signed. 

The tcan suggests the IJSAJI) and GOS begin to address this problem dhuring the coming 

year for those projects which contain a large recurrent cost element. There is 

little point in dexclop)ing pj'oject:, that call for host gov rnnicnt resources to be 

successful, if those rcsourcCs are not likely to be available. 

Sununary and Reco::uncnations 
Re: Financial Ovrvicw 

1) Part of the $11 million potential loss of offset can be attributed to 

slow program impl emcntation. If fuijds had been fully disbursed the first 
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)ear, almost $5 million in potential lost offset would have been saved. 

To guard against further penalties of this type it is recoimmended that all 

project managers be asked to carefully review the local currency budgets 

of their projects and to make realistic projections of budget requirements 

and disbursement rates over the next two ycars and that funds now programmed 

against unrealistic budgets and slow moving proJects be released for other 

uses. Some suggestions on potential uses aie included throughout this 

paper. In this case, it would be better to have to apply for additional 

local currency allotments if disbursements move more rapidly than antic­

ipated, than to hold large unspent earmarkings of the funds. It should be 

remembered that there are other sources of local currency, i.e., CIP and 

Title I, which do not have the prograuning time constraints and potential 

detrimental effect on the GOS budget of Title 1II. 

2) The GOS has indicated they prefer to use Title III currency offset for 

Title I repayment obligations. No one has analyzed the long-term budget 

implications of such an option. It is recoiniuended that such an analysis 

be done and transmitted to the OS before a final decision on currency 

offset use is made. This should be done quickly as the OS will suffer 

interest penalties soon if current debt is not met. (See Annex C). 

3) The mission should cooperate with the G0S in improving financial manage­

ment of the Title III projects. One suggestion is that the Regional 

Finance and Planning Project be used to provide training in budget prep­

aration and financial record-keeping for all Title III Sudanese project 

managers. Courses should be designed to provide basic skills which have 

generic appl icability, and not be tailorV,1 to AID-specific requirements 

alone. It should again be explained to the 60S that it is important to 

keep financial reporting up-to-date to ma:ximize offset imnpact. 
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4) The question of recurrent costs of projects funded via Title Ill
 

requires a re-examination. The GOS and USAID should develop a plan during
 

the coining year as to how Title III funded projects will address the
 

problem of recurrent costs after the life of the project.
 

Program Management/
 
Administration
 

The last evaluation was extremely critical of Mission/GOS management 

of the program. These deficiencies resulted from: (a)an imprecise
 

conception of the management re(u1 irelmelnts of a Title 111 Agreement by 

both the Mission and the GOS; and (b) insufficient staff on both sides to 

perform the oversight required. As a result, there was a lack of an
 

agreed-upon system for program and project review, monitoring and approval.
 

However, since the last evaluation, great strides have been made in all
 

areas of management, and the outlook is for even more progress over the
 

remainder of the agreement implementation period. 

All U.S. (including PL 480) and other bilateral assistance is 

coordinated by the Assistant Undersecretary for Planning of the Ministry 

of Finance and Economic Planning (MFEP). He is also responsible for most 

of the AID reporting requirements related to the PL 480 Title Ill Agree­

ment. Project design and implementation rest with the various implementation
 

agencies/ministries. Thc MFEP's chief accountant maintains records on
 

the deposits into the Special Account amd transfers from the Special
 

Account into the implementing ministry's sub-project accounts and supplies
 

information, as required, on fund disbursements. 

In the USAID Mission, coordination of PL 480 Title 1/IlI program 

administration rests with the Project Operations Support Staff Office. 

This entails coordination responsibility from initial planiTg through 

drafting agreement s/amnui.unt:, ilinitoring/reporting a;id all iplementation 
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action. To accomplish the above, implics that there is joint responsibility 

with the Program Office for prograjuning/reprogrmmiing of local currency 

proceeds from the Title III program for various Mission and GOS develop­

ment activities. Fiscal aspects of the program are the responsibility
 

of the USAID/Controller and technical supervision is the responsibility
 

of the various USAID project officers.
 

Up to the time of the mid-tem evaluation the Title III coordinator
 

was the Chief of PrQject Operations. Management responsibility for the 

large DA portfolio of 34 projects left litle time available to coordinate 

the various a;spects of the Title I]] program. 

USA1D his bccn cxt remely foi'liate that the Assistant Undersecretary 

for Planning of the MFEP who is responsible for managing the PL 480 

program on the GOS side is an energetic and talented professional who
 

is dedicated to the Title III concept. However, he has virtually no
 

staff or support facilities to assist him.
 

Since the time of the last evaluation certain steps have been, or 

will be, taken to correct these deficiencies. A full-time direct-hire 

GDO came on board inAugust of this year to assume the responsibilities 

of PL 480 Title I and III Coordinator. A full-time Sudanese employee 

was hired whose primary responsibilities include the monitoring of the 

purchase, shipment, receipt, and handling of P. 480 cornuodities, including 

continual updating of Belmon data and coordination with the GOS on sub­

mission of reporting requirements for both the T':1e I and Title III 

Agreements. In addition, the Project Operations staff has recently been 

augmented by an agricultural economist PSC who will act as an assistant 

to the PL 480 Coordinator. 

In January 1983, and again in July, the Mission sought guidance on 

Title III systems and reporting from the G[J in Tanzania, who had 
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management responsibility for the Title III Agreement in Bolivia. A
 

new reporting format has been designed for the Title III project reviews
 

and is currently being tested as the GOS and USAID conduct a series of
 

semi-annual Title III project reviews. Reports submitted have ranged 

from excellent to deficient (Only three had the required bank statements
 

attached; only two had prepared budgets for the next year's operation).
 

in most cases, physical benchmiark progress was missing or not sufficient. 

So, while progress has been made, much more needs to be done to improve 

the project reporting and review process. 

The new Title III Coordinator is determined "to make the system work". 

He and the Assistant Undersecretary for Planning are using the semi-annual 

reviews as a forum for educating GOS project directors and USAID project 

managers on the importance of accurate reporting on project performance 

and forward planning. Reporting formats are being redesigned for clarity 

and completeness. On the Mission side, the Title III Coordinator is
 

convening a meeting of all USAID project managers to discuss last year's
 

Annex B progress to date and next year's targets. He has assigned his
 

assistant the tatsk of compiling resource flow status and projections 

which will be continually modified. 

While the Assistant '.ecretary in the Ministry of Finance and Economic 

Planning (CMEP)is committed to this task, it is obvious he will need an 

expanded staff to do the job. lie and the Title III Coordinator have 

disLussed 111 1iid ., i cstabli shment aprul01cm arc i ting the of Ti tie II 

Secretariat in the MFi:P)which would have overall GOS responsiblity for 

progrmmning :.'nd maiagjnfl 'I, 480 local currency. Such a secretariat would 

also be responsible for the programming of CIP local currency. An 

implementation letter has been drafted outlining the structure and 

responsibilities of such a secrctariat. The implementation of the 
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secretariat has bcen written into the FY 1984 CIP Agreement as a covcnent, 

which must be satisfied within 90 days of signing. 

As outlined, the secretariat would: (a) provide overall management 

for GOS local currency generated by PL 480 Title Ill and CIP programs; 

(b) serve as liaison office between the (GOSand USAID in all matters
 

pertaining to PL 480 Title IlI and the CIP programs; (c)prepare semi­

annual and annual progress reports; (d) maintain up-to-date records of 

deposits to and expenditures from the Title III and CIP accounts; (e)assist 

in designi-ng project profiles, implementing project activities, and reporting 

and evaluating project progress (including on-site inspections); (f)make 

recoir iclidations on budget levcls on all projects; and (g) advise and assist 

in evaluations, audits and information gathering. Staff would consist of 

a Director, five technicians, two secretaries and two drivers. Funding for 

this secretariat will come from the CIP account. 

Sunnary and Recomnendat ions
 
Re: Management and Administration
 

1. After three year's experience, the Mission and the GOS have a much
 

better understanding of the type of system and manpower requirements needed
 

to successfully manage a Title Ill Agreement. They have taken some
 

important steps to improve this management, but more needs to be done. •The
 

lesson ]eaj-ned from the Sudan is that whenever a Title III Agreement is
 

contemplated, a management system supported by adequate personnel and
 

resources should be identified and estahlished prior to signing. The Mission
 

and COS appear to have started in thei right direction and they are encouraged
 

to continue their, efforts. 

2. One of the elements left out of cuLwent managcment plans are DA and PL 4SO 

Tlitle Ill funded project Contractors. It .,as evident from the project reviews 

that many contractors haW no idea of ho., the PL 480 Title III local currency 
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system worked, .They were unaware that they also had a responsibility for 

coordinating local currency budgets, that annual progress reports and plans 

were required, and that targets and allocations were flexible and should be 

revised periodically to reflect the realities of the project. It is 

suggested that a briefing sheet be drafted explaining the process and 

contractor responsibilities and, a meeting of all Title III project contr­

actors be convened to discuss local currency budgeting. 

Project Performance, 

Annex B states that local currencies generated by the sales of Title 

III comodities will be used inter alia to cover the local costs of ongoing 

and specifically approvcd new development projects in the rural areas that 

otherwise would suffer delay or elimination due to the austere development 

budget promulgated as part of the Sudan Stabilization Reform Program. The 

three criteria which have been used for selecting projects for local 

currency allocations include':(l) they fit within the USAID Country Develop­

ment Strategy, which focuses on traditional rainfed agriculture in the west 

and south; (2) they fit in the GOS three-year public investment plan; and 

(3)other donor or GOS budget funds are allocated for these proposals.
 

Project selection has been consistent with these objectives and criteria
 

and most Title IllI local currency to date has been programmed for support
 

of USAID projects.
 

Following are suimaries of individual project performance to date. 

Western Sudan Agricultural Research Project 

Project Profile 

The Western Sudan Agricultural Research Project supports an applied 

agricultural research pr-ogrwi for western Sudan. The project has as its 

objectives to strengthen national agricultural research efforts by the 

researchAgricultural Research Corporation and to establish or expand 
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activities at Kadugli, El Obeid, El Fasher, and chazala Gawazat on 

integrated livestock-crop production. 

Proiect nlplementat ion 

The Western Sudan Agricultural Research Project is considered one of
 

the better conceived and executed of the Title III portfolio. However,
 

performance toward attainment of b0nhi1narks continues to be mixed, 

again illustrating the difficulty of project execuLion according to predet­

ermined benchmarks in a country like Sudan. '1he major facilities at Kadugli 

have bcen completed. It is now estimated that completion of construction 

of the three unfinished research stations originally planned for completion
 

in 1980/81, later retargeted for February 1984, will be further delayed
 

until JuMe 1984. Construction at Shambat is 70 percent complete, at El Obeid
 

65 percent, and at El Fasher and Ghazala Gawazet 60 percent. Twenty kilo­

meters of fencing has been completed; 5 wells dug (not all of which were 

productive); the airstrip at Ghazala has been cleared for dry season use, 

but a contractor has still not been located for construction of a permanent
 

runway. Repair of the Kadugli road has been completed. Local currency
 

currently pays 70 percent of salary costs of 23 GOS scientists (1983 target
 

27), 23 technicians (target 76), 20 support personnel (target 152). Other
 

benchmarks have been met. 

The four principal causes for delay of construction this year were
 

transportation difficulties; a regional ban on cutting of trees delaying 

the firing of brick; a regional water shortage slowing the mixing of cement 

and curing of brick; and delays by the contractor in ordering materials. 

Not all personnel have been hired because centers are not complete. In 

order to recruit and retain staff the GOS recently approved a 25 percent 

salary incentive for all scientific, technical and administrative personnel. 

The MOS project director still believes this may not be sufficient to 
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compete with salaries offered in the Gulf, particularly in the case of
 

Ghazala Gawazat, the most remote station. This project again brings into
 

focus the recurrent cost problem. Title III generations pay 70 percent of
 

salary costs. At the completion of the project local currency costs are
 

expected to be triple present (1983) levels which the GOS must finance.
 

While the provision of local currency for salary costs (and recently incentive
 

pay) has done much to attract and retain qualified professionals in develop­

ment work, sooner oV later the issue of how these costs will be met in the
 

future must be faced. UISAID has proposed to the GOS that it assume an 

increasing share of these costs over the next few )'ears, but to date the GOS 

has not responded to this proposal. 

Railway Rehabilitation Project. 

Project Profile
 

Under the PL 480 Title III Agreement with Sudan, a five-year program, 

valued at iS 120 million was initiated in FY 1981 with the Sudan Railway 

Corporation (SRC) to rehabilitate the western and southern line. The PL 480 

Title III funds were to be concentrated in these areas since other donors 

were involved to some degree with other segments of the rail system. At
 

the time of inauguration of the Title III Agreement, rehabilitation of the
 

railroad was viewed as a first priority because lack of adequate rail trans­

port was considered a major constraint to agricultural marketing. In the
 

absence of an analysis of the entire Sudanese transport system, this 

judgment can still be considced valid. 

Wile expenditures have been constant, progress toward meeting bench­

marks has been mixed. Tle last report received from the GOS on June 30, 

1983 indicated that .hile 91 peicent of the allocated funds have been 

spent (the) have incurred a SS 3,937,321 overrun) only 11 .ells have been 

dug versus a target of '()(22% completion), 109 km of conmunication line, 

-71­



versus a target of 671 (16%), and 222 km of ties laid versus 260 (85%).
 

The SRC claims budget overruns are due to inflation over the life of the 

project, e.g., the originally budgeted cost for ties was IS 6 each, while
 

they cost IS 32 today. Without a detailed record of expenditures, however,
 

it is difficult to assess the inflationary effect. The SRC has promised 

such a detailed budget by November 1, 1983. 

Last year's evaluation recoiiu.nded that further expenditures on this 

project be delayed until an economic viability assessment of the Babonousa 

line was done. A -study of managerial, institutional and financial 

constraint. to improving the efficiency and financial viability of Sudan's 

railway system was also included as part of the self-help measures of the FY 1983 

Title III amencment. The World Bank financcJ a managerial, institutional 

and financial constraints study which is presently being conducted. USAID/
 

Sudan was prepared to immediately finiincc the economic viability assessment. 

llowuver, contracting difficulties were eicountered in procuring a suitable 

local or international contractor. The consultant who is to do this work 

will arrive November,1983, over a year since the question of providing 

further funds to this project was raised. USAlD has asked the MFEP to 

delay meeting the budget overrun of IS 3,937,321 until the economic study 

is completed. While agreeing with the importance of such a study, it would 

seem that the appropriate timing would have been prior to conmitment of 

funds rather than in the last year of implementation. Since the study is 

unlikely to be completed tutil well into the fiscal year, The team suggests that 

if the SRC is able to justify and account for funds spent to date the over­

run be met.
 

Rural Health Support Project 

Project Profile
 

The objectives of the project are to improve the capabilities of the 
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Ministry of Health to deliver pIrimar) health care to the nral population 

of Sudan, with spccial C)lasis on management and on mternal and child health. 

The initial design envisioned the use of local currency from Title III to 

finance construction of warehouses, dispensaries, training centers and staff 

houses, logistical support for US contractors, and training health workers.
 

Project Progress
 

This project is two years behind schedule, as there was a twenty four
 

month delay in project implementation before securing a U.S. technical
 

assistance contractor. The southern component contract with ANIJF was
 

signed in April 1982 and the northern component with One America Inc. in
 

December 1982. The.PL 180 mid-term evaluation raised a numnber of issues re­

garding this project and its inclusion in the Title III portfolio. Speci­

fically', it questioned the priority of primary health services in the USAID/ 

GOS development strategies and the recurrent cost burdens. 
I, 

In light of the cvaluation's concerns, a "revalidatici of the project 

was perfoned in May/June of this year. A primary focus of the revalidation 

was the rccurrent cost (JUC.tiOl, _;.c., can the GOS sustain the health care 

activities initiated b)' USAID following termination of project funding? Several 

conclusions wcre reached by the revalidation team. First, it concluded that 

there are a number of initiatives underway to increase revenues to the GOS at 

all levels and thereby reduce the revived cost burden. Secondly, there is
 

little evidence that the GOS can provide the logistical or supervisory
 

support necessary for a further expansion of the primary health care system
 

at this time. Third, construction of additional training facilities and an
 

increase in the numbers of front-line PHC workers have significant recurrent 

cost implications which have not been considered to date by the GOS. Fourth, 

strengthening the logistics and supply system with additional warehouses will 

be far less effective than investments in strengthening the management 

capability within the systcmlunless a strong case can be developed to show 

that warehouse space is the constraint to improvements being made in the 

logistics and supply s)'stcm. The revalidation also surfaced a number of other 

issues which will have to be addressed before the GOS proceeds with an ex­

pansion of the PHC system, including problems in minagement, planning, bud­

geting, and statistical analysis. As a result of the revalidation effort, 
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the Rural lea]th Support project work plans for' the n)ext year show a;n in­

creased :mphasis on building the infrastructure for improved management, 

planning and budgeting at the regional level via special analysis and 

training. Further training of health workers will focus on upgrading the 

existing cadre's capabilities, particularly in MO1, and retraining the 

tutors. The revised implementation plan for the remaining life of the 

project for both contractors will reflect the findings and conclusions of 

the revalidation report.
 

Regional Finance and Planing Project 

Project Pr--ofle 

Originily the project was designed to strengthen the capacity of 

local goverimuciat ir-stitutions to p1inaind implemicnt development project5. 

In response to (OS regionalization initiatives, the project was amended in 

Septermber, 1982 to add a finance component, which reflected the difficult 

revenue generation and revenue management situations at all levels of govern­

ment. The new project course is to: (1) increase the capacity of the 

Kordofan and southern regional goverrmcnts to fund their own activities 

by improving their revenuw generating, budgeting, financial management and 

project development capabilities; and (2) support a continuing GOS effort to 

promote decentralized government and decentralization of services. Title 

III local currencies aie programmed to: (1) support formal in-county training 

in finance, budgeting and planning; (2) ponsor workshops for staff involved 

in planning and budgeting functions; (3) upgrade training institutes; (4) 

sponsor research and studies on finance and revnue issues; and (5) support 

a regional, model projects fund. No model projects are presently considered 

an adjunct of regional training operations in project appraisal, design 

and implementation, not as a resource tr;nsfer mechanism to the regions. 

Given the consistent uaderfunding of regional development budgets, the 

possibility that the model projects fund could evolve into a projectized 

allocation to regional development budgets has aroused considerable interest 

within the GOS. 
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within the system. The revalidation also\ urfaced a number of other issues
 

which will have to be addressed before proce ding with expansion of the PHC
 

system, including problems in management, plann g, budgeting and statistical
 

analysis. If the recommendations of the revalidat',on are accepted, the
 

project will require major redeging which the Missio is planning for FY 1984.
 

Regional Finance and Planning Project
 

Proet"Profile 

Ori-inhally thcproject was designed to strengthen the ctacity of local 

government institutions to plan and implement development projects. In 

response to GOS regionalization initiatives, the project was amended in 

Septcmber, 1982 to add a finance component, which reflected the difficult 

revenue generation and revenue management situations at all levels of govern­

ment. The new project purpose is to: (1)increase the capacity of the 

Kordofan and southern regional governments to fund their own activities by 

improving their revenue generating, budgeting, financial management and 

project development capabilities; and (2)support a continuing GOS effort 

to promote decentratized government and decentralization of services. Title 

TII local currencies are programmed to: (1) support formal in-country training 

finamce, budgeting and planning; (2) sponsor workshops for staff involved 

in lanning and budgeting \functions; (3)upgrade training institutes; 

(4) sponsor research and stu\qies on finance and revenue issues; and 

(5)support a regional model p ojects fund. Model projects are presently 

considered an adjunct of regional training operations in project appraisal, 

design and implementation, not as 'a resource tr;msfer mechanism to the 

regions. Given the consistent underfunding of regional development budgets, 

the poss;ibility that the model projects fund could evolve into a projectized 

allocation to regional development budgets has aroused considerable interest 

within the GOS. 
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Project Progress 

This project has also developed slowly. Contractor personnel did not
 

arrive until December,1981. The two key persorel in the original four
 

person team Were ITIove,1 and a new Chief of Party recruited. More recently
 

the GOS P'roject Director has been replaced and implementation of the planning 

conponent has advanced. Progress to:.ard benchunarks as of September 3n',1983 is 

s uimn in Table I5 below. 

As initially conceived, the model projects component had difficulty in
 

devising an effective system for project submission and approval. To date,
 

only one project has been approved. hhtile some training has occured, during
 

the course of the Mission project reviews held during the first week of
 

October, 1983, questions were raised regirding the project's focus, objectives 

aid strategy. Support to central and regional planning is considered 

important and an area in which AID could appropriately become involved. But 

the project, as currently structured is inadequate to provide the interv­

entions needed to make a major inpact in this area. The failure of the model 

projects fund activity to get off the ground may be the result of a projec, 

submission, review and approvalprocess that is not clearly understood by 

possible applicants and that is too bureaucratically constrained. The 

opinion w-'as voiced that if regional governments are to gain experience in 

project development and implementation, they need to learn-by doing, i.e., 

adequate resources should be available, the screening process should be 

simplified and the major responsibility for project successes or failure 

should rest with the project implementors. USAID will be examining the 

project to determine whether additional resources should be committed to 

an expanded ir4ervention in the area of finance and planning. 
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Tfible 15: R~gional .intnce nd PaNn1inq*
3 nip) c,'nntat ion Tayg&ts 
(Physical B -nchmarks-

Actual Planned Total 

US FY** 82 83 

Planning Component 

Workshops and Courses 
conducted 

GOS Personnel Trained 
(Project Initiated Activities) 

(Other Institutions: 
Degrees, Diplomas, Certificates). 

Training Institute up-graded 

Supplies and Equipment 

Planning Research 

Model Projects Submitted 

Model Projects Funol 

1 

30 

-

-

x 

-

-

-

3 

80 

6 

-

x 

x 

1 

Finance Component 

Workshops and Courses 
conducted 

GOS Personnel Trained 
(Project Initiated Activities) 
(Other Institutions: 
Degrees, Diplomas, Certificates) 

Training Institutesup-graded (2 institutes) 

Supplies and Equipment 

Consultancies to Ministries 

Studies/Research 2 

* Revised 9/83
**US FY = 10/1-9/30 

GOSFY = 7/1-6/30 

84 85 

4 4 12 

45 45 200 

5 10 21 
3 - 3 

x x x 

x x x 

110 15 30 

6 8 15 

8 13 

75 150 225 

2 8 10 

x x x 

x x x 

1 3 4 

3 4 9 
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River Transport Project 

Projct, Prof IC 

The strategy for improving the river transport system has been to 

assist the River Transport Corporation (RTC) to alleviate physical infra­

structure constraints to the river channel of the While Nile between Kosti
 

and Juba, while encouraging private sector entry into the actual transport
 

of goods and passengers. The Title III local currency program isconcentrated
 

on the former objective. 

Project Progress 

Title III local currency was used in the past to purchase four cranes
 

and construct two warehouses. New local currency activities proposed are
 

rehabilitation of docks and quays, warehouse construction, procurement and 

installation of channel and distance markers, and dredging of the channel 

between Juba and Mongalla. Decisions on these interventions await the 

recommendations of a river transport team currently in country assessing 

the river transport system and what options might be considered feasible. 

Subsequent to this assessment, the Mission plans to redesign the project 

later in FY 1984.
 

Agricultural Planning and Statistics Project
 

Project Profile 

The project is explicitly designed to undertake policy analysis 

leading to reform measures which will improve the structure of incentives 

in the agricultural sector, thereby increasing reliable food supplies and
 

increasing the production of agricultural commodities for domestic consumption
 

and processing, as well as increased export earnings. The project is also 

designed to follow up policy analysis with improved project/program 

planning activities designed to increase both agricultural production and 

rural incomnes. It, t)hc futui re iill 1 clicy si Utics re lated to Title III 
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objectives will be implemented in coordination with this project.
 

The project was amended July 31, .1983 for the sum of $2.4 million
 

bringing life of project funding to $7.3 million. The major provisions of
 

the amendment were the addition of a Production Economist to the advisory
 

team within the Planning Administration and the provi.;ion of two (2) Visit­

ing Professors for the Department of Rural Economy, University of Khartoum
 

to train 25 to 30 agricultura] economists from the Ministry of Agriculture
 

over the next four ye;,rs.
 

Prj ect Progress
 

The manager of this project feels it is underfunded and would like
 

the local currency budget increased to IS 4.2 million, as budgeted in the
 

Project Paper and the Project Paper Supplement. Some of the studies planned
 

for funding inder this project are:
 

a'Meiinpact of alternative effective exchange rates for selected commodity
 

exports with implications for farm income, government revenue, domestic prices
 

and capital fom-ation in the agricultural sector;
 

b) an analysis of marketing margins and constraints for major commodities
 

produced within the rainfed sector;
 

a time series analy-is of market price and quantity movements for selected
c) 


domestic conunodity markets.;
 

d) costs of production and supply elasticities for major commodities
 

produced within the rainfed sector;
 

e) Sudan's present ami projected competitiveness in major oil seeds,
 

sorghum, livestock aid gin arabic export markets; and,
 

f) a study of the effect of credit, import, exchange rateand taxation
 

policies on the financial viability and long-term growth propects within
 

the rainfed sector.
 

The team feels this is a highly appropriate use for Title Ill local currency
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as it has a direct linkage to efforts to increase agricultural production.
 

Moreover, results of these studies will indicate areas of reform which should
 

be addressed in the USAID/GOS policy dialogue.
 

Blue Nile Integrated Agricultural Development Project
 

Project Profile
 

The purpose of this project is to develop an integrated delivery
 

system for fariiers and herders which is suitable for replication in the rain­

fed agricultural subsector. Local currency support is targeted to small
 

interventions such as beekeeping, animal traction, co-op support, well
 

drilling, veterinary services and metal workshops.
 

Proj ect Progress 

The project has just received the first allotmcnt of the Title III 

in FY 1983 Annex B so no new progress on benchmark achievementbunds budgeted 

can be repcrted to date. Activities plwuied for the next 180 days include
 

development of extension programs, plars'for five wells, establishment of a
 

credit program, workshops and the maintenance of roads. The GOS has make
 

significant commitment to large-scale mechanization schemes and now would
 

like to evaluate several of the implemented alternative technologies for
 

their potential use by traditional farmers and herders. They have allocated
 

IS 3 million of developnent budget fumds to support these activities.
 

Southern Region %gricultural Development Project 

Project Profile 

This project is aimed at relieving key policy, production, marketing 

private sector agricultural
and institutional constraints which stiM, 

in the south. Local currencies willproduction, processing and marketing 

be used to cover local staff costs of techmical assistance and for specific 

support to activities related to agricultural marketing, farming systems 

research, budget and financial planning, and, manpo%,er and area development. 
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Some of the specific activities will include construction of feeder roads,
 

recurrent budget support, credit and infrastructure support for 
rural
 

enterprises, and village market development.
 

Project Progress
 

Implementation of some project components is three to six months behind
 

schedule because of delays in contractor procurement, so no new progress can
 

be reported to date. However, a contracthas recently been signed and, in
 

the next 180 days, completion of two T2-type project houses 
and office
 

complex improvement inJuba isplanned,and further progress 
is expected
 

through-out FY 1984.
 

Rural Renewable Energy Project 

Project Profile
 

The project is designed to assist the GOS develop an applied research
 

It
 
and dissemination capacity in Rural Renewable Energy Technology (RET). 


is anticipated that the research findings will lead to 
the widespread use
 

of inexpensive renewable energy technologies which 
are economically, socially
 

sound, thereby conserving energy resources and improving
and environmentally 


nral poor majority in Sudan.

the standard of living of the 

Project Progress
 

Title Ill local currency procceds were only made available to this 

-
Since then, two sub-projects have been implemented
project in May, 1983. 


one on training and the other on charcoal stoves; 
others are under study.
 

of this project reaching its goal,
During the project review the likelihood 


of this project are
 
i.e., "widespread use" was questioned. The outputs 


energy problems. The
 
unlikely to have a major impact on Sudan's massive 

via a mid-term evaluation during the Mission will be examining this project 

to refocus it.and will be seeking ideas about how
second quarter of 1Y 1984 
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Agricultural Production and Marketing Project 

Project Profile
 

This project is still in the process of design. The purpose of the 

project is to address the issue of technology transfer and other production 

and marketing constraints affecting farmers in the rainfed sector, e.g., 

roads, extension, and credit. 

Summary and Recommendations 

1) USAID and the GOS have now had a full two years of experience in 

implementing projects under the Title III framework. Although during those 

years the focus of the Sudan Title IN1 Agre-cent has shifted to the achieve­

ment of major policy reforms, the project approach for the use of local 

currency is still considered valid and developmentally important from the 

perspv'tive of the GOS. The appropriateness of the projects, has been 

consistent with the USAID/GOS development strategies at the time of selectic';k 

but, in turn, priorities and validity have changed as a reflection of
 

evolution of these strategies. Progress on most projects has been much
 

slower than anticipated. One of the major causes for delay has been the AID
 

contracting process. The second most important cause include factors that 

could not be forecast when the original projects were designed. Also a source 

oF delay were difficulties in transport and procurement, inadequacy of the 

Sudanese trained manpower pool from which to draw and retain project staff, 

and the need to redesign and amend projects to adapt to the changing realities 

of the Sudanese milieu.
 

Surprisingly, the GOS has expressed no impatience with the slowness
 

of project implementation. The Assistant Undersecretary for Planning of 

the MFEP is committed to the project approach as a mechanism for achieving
 

maximum development impact. He has no problem with project selection to 

date and has the patience to wait foi- the projects to develop and to transfer 
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funds as needed. lie stated that Title II projects still mc" d faster than
 

Central Government projects. His only criticism of the Title III process
 

is its "rigidity", particularly the necessity of having to wait for
 

Washington approval of project and budget amendments which has taken up to
 

a year, before being able to adopt, modify, add or delete projects. However,
 

he does not full), understand that under the Title III mechanism, patience
 

and prudent budget management may be penalized by loss of potential currency
 

use offset.
 

2) There are two factors that urge quick disbursement of Title III local
 

currency proceeds: (a) the potential loss of offset due to fluctuating
 

exchange rates; and, (b) the possible requirement that funds disbursed
 

within two )cars of deposit. 'ihere are a number of recommendations the 

team would like to make related to the issue of local currency proceeds
 

disbursement.
 

First, while there has been inadequate management staff in the Mission,
 

thus necessitating rigid Washington oversight of the Title III projects,
 

this situation has changed and will continue to improve. As a consequence,
 

decisions on reprogramming during the year should be left to the field,
 

who, in the final analysis, are resporsible for overall program strategy
 

and project implementation. It is still the responsibility of the USAID
 

and the GOS to explain last year's program progress and changes and FY 1984's
 

revised targets in the Annual Progress Report and Annex B. However, except 

in the case of glaring deviations from program requirements or regulations,
 

decisions and approval on project implementation should be left to the
 

field once the strategy for currency use has been established by the recently
 

a project falters
enacted USAID/SuJan local currency committee. Thus if 

during the course of implementation, or new knowledge suggests 
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alternative uscs of budget funds,the Mission and (;OS should have full 

authority to reprogram currency within established criteria. 

Second, if it is decided that the current portfolio of projects should 

remain unchanged, and special account funds retained until project completion, 

full forgiveness should be tied to policy reform performance. The Mission 

may wish to consider the option in any case. 

Third, if quicker disbursement is desired, special program accounts 

could be established, using unprogriuned funds, which would have more 

flexibility of disbursement, e.g., specified amounts could be set aside for 

such areas as: (a) support to the e.xtension service for more outreach, i.e., 

vehicles, fuel, and other imputs; (b) credit, either through the private 

sector or possibly agricultur.'l banks; (c) a special development projects 

fund for use by the MFEP to support small-scale project proposals seeking 

additional funding; and, (d) trinsfers to regional governments to support 

their development activities, perhaps as a "matching grant" based on
 

incrcased revenue generation funds to support policy initiatives, e.g.,
 

the testing of composite flour.
 

Fourth, no matter which option(s) are considered, current projects
 

should be prioritized and budgets examined for validity. The Annex B
 

review being convened by the Title Ill Coordinitor should provide an excellent 

forum for the exercise. Following this review, options for alternative 

uses of special account funds should be exmnined. 

The above list of suggested recouimendations is merely indicative and 

the Mission should not feel constrained in suggesting alternative uses 

to Washington. In fact, the team fully supports the Mission's present 

in the most efficientexamination of how to use these local currencies 

m nner. 

3) The team is not making recouv .,tions on each project funded via Title 

-84­



IlI local currencies since judgments on some await the project manager's 

review. The team understands that the Mission will conduct indepth reviews
 

of each project in the Mission portfolio during November, 1984. A few specific
 

recommendations, however, are listed below.
 

First, if SRC can justify expenditures to date, agree to meet the
 

present cost overrun. Suspend any additional assistance until study of the
 

railway system is complete.
 

Second, examinc the appiopriateness/fcasibi lity' of expanding the model 

project component of the Regional Finance and Planning Project to allow more 

flexible project submission and approval. In this instance, work with the 

GOS regional governments in setting criteria for project approval, dissem­

inating information of project submission and budgeting formats and on 

establishment of reporting system on project performance. 

Third, increase the fnding for the Agricultural Planning and Statistics
 

Project. To achieve quick disbursements, transfer funds for these studies
 

to sub-accounts reserved for such use.
 

Fourth, eliminate earmarking for Agricultural Production and Marketing
 

Project until project is approved. Funds can be reallocated when project
 

is ready to "start". As a general rule, unless full forgiveness is tied
 

to policy reform, it isnot recommended to budget for any project which is
 

not read)' for implementation.
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Reconnendations for Fifth Year 

of PL480 Title ILL4A±ec,mcnt 

Policy and Market for Wheat 

1) The thrust and direction of the current policy dialogue, the aim of
 

which is to continue to support the achievement of structural adjustment
 

agreement upon by (GOS and the major donors should be continued. GOS, with 

the assistance of the PL 480 Title III Program, has made considerable pro­

gress via several interventions in elimiinaling an important budget subsidy 

on wheat bread which is full) consistent with the above objective. '7he 

team fully supports the Mission's ideas to further improve the economic 

efficiency of the markets for wheat and related food grains, includiJng: 

(a) econojic import parity pricing of wheat, (b) introduction of a composite 

sorghum and wheat flour, (c) the possibility of establishing a multiple 

quality and price structure in the market for bread by allowing mills to set 

several different qualities of flour based on extraction rate, and (d)engaging
 

the govermnent in a joint program designed to reduce its consideraule inter­

vention into the growing, procuring, storing, and distributing of wheat. The 

team fully supports the Mission in conducting the necessary policy relevant 

studies and analyses to successfully implement these and other related
 

policy changes on the important food grain sub-sector of the Sudanese economy. 

The Mission can provide considerable insight and guidance to other relevant 

donors about te inplications of the policy choices being considered by the GOS 

in this sector.
 

2) The team would like to urge the Mission to work with others concerned 

about the short and long-term fiscal implications of the development pro­

asjects funded (via gcnerated local currency under PL 480 Title III, 

well as Title I and CIP) on the (a) central, and (b) regional and (c) local 

governments, in light of the overriding structural adjustment and policy
 

objectives being implemented by GOS with the assistance of many donors. The 

country remains in a difficult macro-economic situation, despite recent
 

improvements. Thus, it is essential that considerable attention be focused 

on this issue. The Mission is presently taking a hard look at the way in 

which generated local currencies can be programmed in a more flexible manner,
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particularly to support some of the current costs of regional and local
 

governments to sustain developmentally sound government activities .n a
 

number of sectors, including agriculture, road maintenance, health, water
 

supplies, and education, in part originally implemented via donor assistance,
 

including AID. Investments in institutional development, including the in­

stitution of government to maintain its capacity to implement, represents 

a fundamentally sound and developmentally appropriate use of these currencies. 

To the extent that the disbursement of these currencies (including a part 

of those generated via Title III) can be based on increased local government 

revenue generation, itwill facilitate an ever greater degree of self­

reliance at the local level. By so doing, it will gradually reduce over 

all government budget deficits which are being monitored at the macro level 

as one of several important measures of progress toward structural adjustment. 

3) 	 The IlMF has begun to work on tho fiscal implications of COS special 

accounts established by donors in order to establish a greater understanding 

about their impact on fiscal policy. USAID probably represents the single 

largest donor with such accounts, particularly for PL 480 Title III and 

CIP. The present efforts by the GOS and USAID to establish programming , 

flexibility of these program's local currency can become an important 

vehicle to achieve greater coordination between the GOS and the major donors 

and obtain additional policy reforns in the fiscal policy arena necessary 

to achieve stnctural adjustment.
 

4) The team agrees with the importance of the studies planned for the 

Agricultural Planning and Statistics Project. It feels that the funding 

for this project should b" increased inorder to fully support the many 

envisioned studies. In addition, there are other issues requiring attention 

as well. These study topics are listed below: 

(a) 	 hile progress has been made to conceptualize Sudan's food grain 

market, it is necessary to develop a completely articulated food 

grain demand and supply systems model to improve the projections 

of wheat imports into Sudan. The analysis cont:jined in Section III 

of the report contains a unier of factors which must be explicitly 

included in such a model. It is recognized that many empirical pro­

blems exist in fully implementing such a model. Nevertheless, the
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development process will force both analysts and policy makers to 

systematically address and resolve important systemic and dynamic 

issues. 

(b) 	 The team finds that there is considerable variance in estimates
 

of cunstimpi ion, production and ilmil,,ts of whL-at. 'te basis for
 

plaring and analysis of the market must be improved.
 

(c) 	 While some information has been acciur.lated on the milling industry 

via the composite flour study, little is generally known about the 

industrial organization of the storage, transporting, milling, and 

baking industries and how incenUJt ivCs on both the oemand and supply 

side of each affect the miarket for vheat. Information on the actual 

storage of ..uat at any given time is pricsuntly unavailable although 

some ijnforma;ition is availal-le on potential storage capacity at 

various t)oijts in the .;heat system (see table 8 in text). Thus, its 

impact on price stabilization as .,ell as import requirements and 

their timing is unknown. Before entering the sorghum price stabiliza­

tion arena, it w:ould be useful to review the role of storage in the 

wheat marlet, particularly since U.S. coimodities are involved. 

(d) 	 The GOS is considering a proposal to more equitably distribute wheat 

flour available from all domestic and international sources to all 

regions, particularly in their urban areas. It is unclear what 

the .,h]ieat demand ifplications of :n_mplementing such a policy might 

be. he ission is urged to allocate some resources to investigate 

what the short and medium term implications might be, piven various 

prices and availabilities of wheat ind soighum. 

(e) 	 Finally, the team would like to bring to your attention the excellent
 

set of policy relevant analytical study suggestions contained in
 

William Batcson's recent draft paper, entitled "Cons.iderations on 

the EstablishLent of Producer Price for heat at Gezira, 1983/84", 

October 1983, (see annex F). These ideas are currently being re­

vicwed with thle objective of establi.hing short and long term policy 

agenda for the Agricultural Planning and Statistics Project. 

5) 	 A recent review." of existing literature funded by AID had concluded 

that the only evidence presently available which supports the health-labor 

pioductivity linkage is via nutrition. Policy relevant food intake and 

nutritional status information is presently reager outside of Khartoum. 

(One should not conclude that aartoum is. ell etleed as a consequence 
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of the above remark). Without informal ion on this aspect of the food grain 

market, particularly in rural areas, policy makers in Sudan will not have a 

good idea about the quantitative nutritional impacts of the market for good 

grains in general and wheat specifically.
 

It is generally presumed that the policies being implemented, in part via
 

(e.g. wheat bread price increases, com­the dialogue on PL 480 Title III 


posite flour, higher extraction rate for flour, the promotion of a longer
 

shelf life for kisra, and the possibility of a regional distribution of
 

imported wheat) are nutritionally superior than the situation which exists 

at present. However, the quantitative impact innutritional terms of these
 

policies are unknoin. A final assessment of this present PL 480 Title III
 

program would be remiss in not addressing this issue in some quantitative
 

way. Thus, it is reCOmN ,,ided that the mission consider ways to begin to 

provide such infoniation during FY 1984. 

6) A principal objective of any PL 480 agreement (Title I and III) is
 

to increase domestic agricultural production. In this context the team feels
 

it is vitally important to make. a concerted effort to increase whea.t yields 

Appropriate technology to achieve increases in production appears to be
 

available (see Sudanese Consultations Bureau December 1982). The team
 

recognizes the lead taken by the World Bank to expand the use of the
 

available technology. Where appropriate, however, CIP and Title III
 

currencies, and CIP imports should be targeted to this effort.,
 

Administration 

1) mL, is to cc,tinuc its efforts to improve themission encouraged 
(a)administration of the Title 111 :lgc:cmunt through the establishment
 

support of a PL 480/CIP Secretariat in the
and the provision of budgetary 
PL 480 localMFTP which will be responsible for programming and managi-g 


training of Sudanese project directors in project design,
currency; and (b) 

aim of the above will be to
implementation, and budgetary skills. The 


the "audit trail" between initial deposite through final end­improve 


use disbursement of Title III generations. USAID/Sudan contractors should
 

also be included in these training exercises.
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2) (a) The team has been encouraged by the Mission's efforts to strengthen
 

iLs capability to minage the PL 480 program. Once an administration system
 

has b en fully established in the Ministry of Finance and Economic Planning
 

(planning) to complement the mission's staff, the day-to-day implementation
 

and decision making should be delegated to the field, with AID/Washington's
 

role being one of general oversight to assure adherement to overall objectives
 

and regulations of the Title III agreement.
 

2). (b) Given the improved management capability within the GOS and USAID/
 

Sudan, the present systcm of requiring AlD/W approval of Title Ill local
 

currency projects seriously inhibits the ability to maintain flexibility 

in programming. USAID/Sudan should be redelegated authority to program 

all local currency projects without prior AID/W approval, including addition 

or deletion of projects based on performaance or lack thereof. Should the 

Mission and the CGS identify a worthy activity req,,iring local currency, 

which clearly falls within Title Ill object ives, they ShCuld have the 

within the conwcxt of Annex 1 without prior Washingtonauthority to include it 

approval which is a lengthy process and which di!,courages USAID/Sudan from 

re­taking advantage of targets of opportunity. Also Washington should not 

quire that further disbursements of Title I11 local currencies under approval 

Annex B projects be deferred until Washington has evaluated the "success" 

Health Supportof particular projects, such as it requested for Lhe Rural 

Project. 

2) (c) Finally,the Mission and AID/W should not continue to measure 

the success of a project on the basis of physical benchmarks such as "20 km of 

laid" but on progress made toward achieving the devclopment objectives
the cable 

of the project, e.g. more dissimination of research, technology, stronger 

financial infrastructure, more users of improved agricultural techniques. It 

is recognized that these outputs are harder to measure and sonic may require 

longer-term monitoring to ascertain impact. Iloiever, without continued 

focus on tliese iteirms, projects will continue to be monitoredmanagement 


according to relatiiely inflexible and potentially irrelevant indicators.
 

Th-e recently established mOS-AID project evaluation process can provide the
 

mechanism through which progress can be obtained.
 

3) Since the focus of the Title II piogram has shifted over the past
 

few years to one of policy reform, the team recomiends that the Mission
 

develop benchnarks for forgiveness on the basis of GOS implementation of
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specific policy steps to increase agricultural production and reduce imports,
 

particularly in the food gram sector.
 

A portion of local currency should be used to directly support
4) 


agreed policy reforms. For example, if introduction of composite flour
 

major policy reform, Title III local currency should be used 
to


is a 


As another example, if greater extension is needed

implement the reform. 


to increase wheat production, Title III currency should be 
used to possibly
 

pay for more extension workers, for the dissemination of necessary inputs,
 

and for other developmentally appropriate activities consistent 
with GOS
 

and AID's objectives.
 

5) Currently the GOS has lost $ 11,314,95,0 in potential offset (see
 

If all offset is credited against the Title III debt obligation
table 14). 


loss of currency offset is not a problem since full Title III debt will
 

be forgiven at the time of full disbursement of the Title 
III Special
 

apply unused credit in any given yearif GOSAccount. However, the opts to 

against other Title I debt, potential loss of offset may be a problem. 

t e GOS budget and Foreign Exchange implica-
Until such time as a full analysis of 

tion is done the team recommends that no currency offsett 
be used to meet Title I
 

repayment obligations. Possible implicationg to the 
Sudanese budget of currency
 

offset application to Title I debt should be carefully 
explained to the
 

The team has done a partial analysis of the debt
 Sudanese Government. 


structure through the year 2000, (see Annex C) but it requires a more
 

careful analysis over the entire life of the debt, with 
several discount
 

rates being applied. The USDA has been requested to conduct this analysis,
 

however, the Mission may be required to conduct the 
analysis on its own in
 

Sudan.
 

Proiet Performance 

1) The team supports the Mission's intention to conduct a thorough
 

a
Following this review revision of 
evaluation of all ongoing projects. 


reflect the results of this evaluation
 
Annex B should be conducted to 


local currency cost requirements, projected

particularly with respect to 


to Mission strategy and
 
rates of disbursement, and continued relevance 
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Title IIl objectives. It is the temin's tuiderstanding that an analysis of 

the magnitude and implications of the recurrent costs of activities currently 

supported by USAID funding will be incorporated into this review. This 

analysis is a vital first step in addressing this issue. Once the para­

meters of the problem are known, an attempt can be made to answer the 

questions: (a)how and whether these costs should continue to be met, (b) 

by what resource source if donor supported, (c)for how long, and (d)
 

what are the options for locating and/or increasing GOS resources to meet
 

these expenses?
 

2) If SRC can justify expenditure levels incurred to date, agree to 

meet the cost overnm. De.ay any further investment in the transport 

sector until relevant studies are completed (see page for details). 

3) Eliminate from the Title III local currency budget all projects that 

are unlikely to start disbursements in the coming year. Revise other budgets 

to reflect realities of rates of progress. 

4) As noted in the t:xt, the rate of expenditure from the Trust Fund 

pursuant to the PL 480 Title III projects has increased relative to other 

expenditures. Tle tean recognizes that some of these expenditures may re­

late to inflation and the delay between initial budget development and
 

project implementation,. However, it would be imnportant to review these 

expenditures to full)' understand the reasons for the increases. 

5) Finally the team reconends that the mission assess the feasibility 

of using Title III local currencies to support the local currency costs of
 

a Title 11 program when it may be implemented. 
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Rccoim:cndations on Future 

PL480 Title III Program
 

1) The Sudan Title III program has proved to be a success in meeting 

of this form of assistance, particularly with respect tothe objectives 

policy reform. Therefore, the team strongly recommends that future PL480 

assistance be progranimncd for Sudan under this mechanism. 

of wheat in Sudan are so unreliable and
2) Data on supply and demand 

of policy changes are being implemented which can
variant, and, a number 

almost impossible
dramatically alter projections, that the team found 	 it 

over the FY 1985-90 
to project how much wheat Sudan will need to import 

that (a) Title III be the "core"
period. Therefore, the team recommends 

of PL 480 wheat to Sudan, with Title I being
program for the importation 

eventmargin of safety is required, e.g. in the of
used only when a 

poor weather or production.
 

3) While recommending continuation of a title III agreement in Sudan,
 

recommended commodity level and length of 3greement should 
await the 

grain demand and supply systems model which
development of a food 	 can be 

used to more accurately project wheat imports, consumption and production,
 

the of time needed achieve the policy agenda
and determine length 	 to 

Given the (a)wheat policy studies completed to date,
of a new agreement. 


(b) food gra.hn systems framework paper by F. Winch, 	1983, 
(c)analytical
 

work which has been recently conducted by W. Bateson, 1983 and CGotsch, 

1983, and (d) other more general systems analysis literature,an 
improved
 

model could be developed in the near future. 

4) It is quite conceivable to develop a case for a 
phase out type of
 

a higher level of funding via Title III is 
funding level strateg); where 

the first year and then lesser amounts provided in subsequent
provided in 


obviously be coordinated

of the program. (This programming wouldyears 

into a Title I and ll package). This type of progr;nuning also
consistent 

food grnin mnrket scenarios which the 
appea r;scon:; istent with the likely 

team has reviewed (re fer to lable 10). 
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5) Given the policy dialogue achievements of the PL 480 Title III pro­

gram, it is difficult to envision a more appropriate mechanism for making
 

future progress in the food and agricultural policy areas, especially in
 

comparison with Title I. The recently-held AID conference on Title I in
 

found that there was little world wide evidence of
Washington D.C., 


significant policy reform implementation via Title I, although many
 

On balance, the team would conclude that the
suggestions were made. 


policy dialo[- A1plemented via Sudan's Title III program has been 
note­

worthy and should continue. Thus the agreement should be primarily policy­

oriented, with benchmarks based on specified policy reform measures to 
be
 

Local currency generations should be
taken over a designated time frame. 


used to support these reforms.
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Statement of work follows:
 

Background: In December of 1979, the Government of Sudan and AID executed 

The goal of this Food-for­a 100 million, five-year PL 480 Title III program. 


Development Program is to assist the Government of the Democratic Republic 

of the Sudan (GOS) with its severe economic burden brought on by the stringent 

program and to enhance Sudanese commitment to basicSudan Stabilization Reform 

human needs by assuring that budget allocations to the needy rural traditional
 

sector are not disproportionally reduced as a result of the Sudan Stabiliz­

ation Reform. This will be achieved by:
 

a) reducing the foreign cxchinge demands placed on Sudan as a result of its
 

efforts to meet increased food needs while efforts are underway to increase
 

local production by providing a long-term U.S. credit of 100 million over
 

the next five years to finamce commercial wheat imports; 

b) providing local currency for activities designed to assist the poor
 

in the rural setor through activities in agriculture, transportation,
 

health and rural planning; and
 

c) supporting the economic stabilization and reform efforts in which the
 

GOS has adopted policy reforms which will improve the strur".ure of incentives
 

in both the rainfcd and irrigated sectors in order to increase agricultural
 

domestic food supplies, agricultural exportproduction, and consequently 

earnings and rural incomes.
 

Since that time, three ancndments to the basic agreement have been signed
 

flour to the

which in total have provided 80 million of wheat and wheat 

Sudan and modified some of the local currency projects, self-help 
measures 

In addition, there have been annual evaluations, theand policy studies. 


last one being the mid-term review in October of 1982, conducted by a
 

team of AFR Bureau, FVA/FFF, USDA and Dept. of Treasury representatives
 

from Washington.
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This will be the fourth PL 480 Title III annual evaluation. Based on
 

the results of this review, the fifth and final tra iche of Title III
 

wheat and flour will be provided to the Government of Sudan in FY 1984.
 

A two-person team will assist the mission and the GOS with the preparation
 

of this report: these include an economist and a field food-for-peace
 

officer.
 

Objectives of evaluation: there are 3 related objectives of this study:
 

a) to assess progress to date, especially since the mid-term evaluation
 

in implementation of this food-for-development program;
 

b) to make recommendations related to implenintation of the remaining
 

period of the on-going Title III program; and
 

c) to explore options and make recommendations related to. a possible
 

new Title III program to begin in FY 1985.
 

Scope of work:
 

1. For a period not to exceed ten days in the U.S., the consultant will 

review the follwing materials: GOS food-for-dcvelopment PL 48 Title III 

FY 79-83 and supplement of April 1979; PL 480 Title III agreement and 

amendments; first, second and third AID evaluations based on the annual 

progress reports; policy studies undertaken under the PL 480 Title III 

agreement: program papers and evaluations of other PL 480 Title III
 

programs executed in other host countries; AID policy papers and guidelines 

related to PL 480 Title I and III programs and uses of local currency 

proceeds: and other pertjinent communications and papers. The consult­

ant will also meet with and intenriew representatives of AID/W 

(PPC, FVA/rFP and APR), U.S. Dept. of Agriculture,-U.S. Dept. of Treasury 

and 0MB with responsibilities for Sudan's PL 480 Title III program to 
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of this program and rec­ascertain their views related to the execution 

for future direction.ommndations/possibilities 

to the2. The USAID agricultural economist will make available 

consultant recent reports and information on production consumption and 

trade of wheat, wheat flour and sorghum over the past five (5) years as 

well as projections for these parameters. In addition, preliminary 

areresults of the 	current sorghum/wheat composii flour study, which 

in diaft form 1st October, 1983, will be made availableexpected to be 

consultant toto the consultant. This information will be used by the 

and wheat flour in the Sudan.estimate future needs of PL-180 wheat 

to access the appropriateness of
3. 	 The consultant will be expected 

in light of present future domesticcontinued PL 480 Title III imports and 

production, consumption and international trade in food grains (sorghum 

not expected to remainand wheat). Since Sudan's food grain economy is 

relative commodity pricesstatic over the intermediate term and since 

for wheat shouldin the short-term, the demandare expected to change even 

not be viewed in isolation of its close substitute sorghum. The mission 

economist will provide the consultant with up-to-dateagricultural 

information which will help in this assessment. 

4. Assess the 	degree to which PL 480 Title III objectives have 
been
 

satisfied.
 

has been made in macroeconomic
to which progress5. Assess the 	degree 

policy 	 reforms basic to increased agricultural production.
 

and determine

6. Review progress to date on all local currency projects 


the degree to which physical aid financial benchmarks have been met.
 

Based on these 	reviews, suggest modifications to targets if necessary. 

Estimate local 	currency disbursements for the remainder of the program. 
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Revalidate the appropriateness of all local currency projects within the 

objectives of the overall Title III program. 

7. Review and assess GOS/Mission management, monitoring and evaluation
 

cpapbilities and improvements, including financial reporting. Suggest
 

further organizational and system improvements to improve program
 

management.
 

8. Review all recommendations cmnating from the mid-term evaluation 

and determine status and progress of satisfying these recommendations. 

9. Based on the above, make recommendations for improvements in the 

policy agenda and studies, local currency 	projects, financial and physical
 

management/monitoring/reporting systems, and.overall administration of 

the program for its remaining period. Specifically address the issue of 

how should the GOS and USAID approach the completion of the program once 

the fifth and final tranche of Title III wheat/flour is procured. 

new Title III program10. Investigate the pros and cons of initiating a 

in FY 1985 as opposed to a pure Title I program of food aid. What are 

the benefits and costs perceived by the GOS rnd USAID related to cont­

inuing a Title III program? fs Title III a better vechicle for policy 

dialogue and reform than Title I? I1%at development objectives and policy 

agenda might be pursued in a renewed Title III program? What would be 

level of funding for a renewed Title III program?an appropriate design and 

a program ifMake recommendations for thlt design nd development of such 

deemed that USAID and G)S should go fonqiard. Develop scope of work for 

consultants to help with this process. 

11. The consultant is responsible for the 	preparation of a complete and 

detailed 	final report on all of the above, including inputs from.the field 

from the Sudan.food-for-peace officer prior to departing 
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ANNEX B
 

Donors and GOS Policy Recommendations
 

To Achieve Structural Adjustment and
 

Economic Improvement in Sudan 



Growth, Employment and E.3uit L .L975
 

Reconnendations
 

I. 	 Employment 

A) Urban Khartoum - Not a lot of Unemployment. Approximately 5%. 
alternatives in Gulf and on irrigation schemes. 

B) Lots of under employment., especially in agricuiture 

during main peak demand for labor times. 

C) To improve employment must increase output! 

II. 	 Agriculture and Agro-industry 

A) Develop a decentralized institutional Framework Rural Development 

Centres at district level. Need about 200. 

B) To increase yields in irrigated agriculture, must have research 

and new technology package. 

C) Increase small scale industry serving agriculture on input and 

output side. 

III. 	 Transport
 

A) Reduce dependance on rail.
 

B) Expand road and water transport based on agricultural rptirnq
 

in various areas-of country.
 

IV. 	 Labor Migration
 

A) Go slow on agricultural mechanization'especially in cotton picking
 

B) Perhaps subsidize transport for labor to agricultural areas.
 

V. 	 Urban Labor Markets
 

A) Minimum wage.OK
 

B) Not OK. Wage structure being affected by minimum wages. Determine
 

other wages on basis of market forces within 

collective bargaining where it exists. 

C) Uncouple education and wages. 

VI. 	 Education and Trainin_ 

A) Expand primary education 

B) Reduce secondary education especially theoretical training. 

Use in-service and on the job methods 
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Vii. Public Admiistration
 

A) Endorse devolving administration responsibility to the lowest
 

level of government possible.
 

B) Encourage management skill urgrading for local officials
 

especially planning, budgeting, provincial
 

management.
 

C) Use in service training approaches.
 

VIII. 	 Trade, Fiscal, Price Policies
 

A) Encourage agriculture by revising export duties, import
 

duties and excise taxes.
 

B) No quotas or licences.
 

IX. 	 Domestic Savings
 

A) Reduce deficit financing by reducing rate of expenditure.
 

B) Improve tax administration leading to increased public service
 

C) Increase private Sector
 

X. 	 Foreign Aid and Investment
 

A) No specific ideas
 

XI. 	 Regional Disparity.
 

A) Expand investment in the south
 

X-II. 	 Implementation Problems
 

A) Must be programitically addressed.
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S.Asharaya Incentives for Resource Allocation
 

A Case Study of Sudan, World Bank 1979
 

Policy Components of the incentive structure
 

A) Explicit taxes/subsidy on international transactions
 

B) Exchange rate policy
 

C) Import licensing/foreign exchange allocation
 

D) 'Export licensing/export marketing systems 

E) Explicit non-trade taxes and subsidies 

F) Domestic price control policies 

G) Domestic project licensing policies 

H) Pricing/administrative allocation of publically provided 

infra-structural services
 

I) Domestic credit and interest rate policies
 

J) Wage policies
 

II 	Reforms should
 

A) Reduce taxes against agriculture
 

B) Reduce anti-export bias
 

C) Reduce multiplicity of effective protection rates within
 

industrial sector
 

D) Increase flexibility within alternative agricultural activities
 

to take advantage of changes in market trade 

opportunities 

E) Reduce burden of detailed economic management by the
 

administrative structure
 

F) Reduce profitability of conerce sector
 

I. 	How to attain above goals
 

A) Foreign trade/payments policies
 

i-	 reduce reliance on export dutues 

ii- exempt exports from development tax
 

iii- integrate import duties structure with domestic excise
 

system
 

iv- devalue
 

v- Do not use cxport bans
 

B) Domestic fiscal policy
 

i- integrate domestic excise structures with import duty
 

structure
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ii- dvvelop income tax for modern agriculture sector 

iii- move from commodity based tax (ushur) to/and tax 

for local revenue
 

C) Intra-Sectoral Policies, Industry 

i- do not use quota restrictions for protective purposes = 

use tarrifs if one must 

ii- use rigorous project appraisal criteria for industrial 

licensing 

iii- do not'grant so many fiscal concessions, especially 

import duty exemptions on raw materials 

iv- use economic criteria for allocating foreign exchange 

D) Intra-Sectoral Policies, Agriculture
 

i- get output prices in line and pay more attention to 

international relative price norms 

ii- get agricultural parastatals (Gezira) to be flexible
 

in determining arrival cropping patterns. 
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World Bank Investive for Economic Stabilization
 

And Structural Change
 

Report Number355la-SU, February 1982
 

Issues
 

A. Balance of Payments Issues 

i- export volume declining 

ii- imports at twice the level of exports 

iii- heavy debt service burden 

iv- external debt management needs improvement 

B. Domestic Finance Issues
 

i- revenues declining relative to GDP bouyancy
 

ii- rapid expansion of expenditures
 

iii- regionalization will have major manpower and fiscal costs
 

iv- administrative and budgeting procedures need improvement
 

C. General Sectoral Issues
 

i- public project implementation isslow
 

ii- parastatal losses
 

D. Agricultural Issues
 

i- declining cotton production
 

ii- inadequate provision of agricultural services
 

iii- future use of Nile waters
 

iv- agricultural sector planning
 

v- agricultural labor shortages
 

vi- use of rain fed areas
 

E. Agro-industrial Issues
 

i- sugar factories not working to capacity
 

F. Industrial Issues
 

i- low capacity utilization
 

ii- power shortages
 

iii- inadequate water supplies
 

iv- potential for petroleum self-sufficiency jeopardized
 

by shortage of funds
 

G. Transportation Problems
 

i- rail system operating far below capacity
 

ii- road user changes not adequate
 

iii- ri':er transport potential vastly under-utilized
 

iv- air transport given disproportionately large plan allocation 

v- port facility requirements unclear 
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I 

H. Population and Labor Issues
 

i- high rate of population growth.
 

ii- shortage of skilled labor (Gulf)
 

Policy Recommendations re:Issues
 

A. Balance of Payments
 

i- increase agricultural producer prices
 

ii- increase bread prices
 

iii- increase cost recovery on agricultural inputs, eg. water,
 

fertilizer, marketing services
 

iv- adjust the foreign exchange rate upwiard
 

v- reduce export duties
 

vi- restrict import of consumption items, especially
 

luxuries
 

vii- get grant assistance rather than pay a positive rate of
 

interest
 

viii-get both sides of the NFEP to work together
 

B. Domestic Finance
 

i- eliminate bread price subsidy
 

ii- increase import duties
 

iii- cut government employment
 

iv- increase wages of management personnel
 

C. General Sectoral Issues
 

i- imports are constrained, losen selectively
 

ii- address parastatal pricing and cost and marketing services
 

iii- improve management wages
 

iv-. expand management skills
 

D. Agricultural Issues
 

i- increase yields via improved technical packages
 

ii- increase producer prices
 

iii- increase input cost recovery
 

iv- rehabilitate equipment via CIP
 

v7 do not cx-pand irrigated agriculture until cost of
 

irrigation has been fully analyzed
 

vi- increase agricultural wages
 

vii- use more mechanization to remove labor bottlenecks
 

viii-make inputs more available
 

ix- expand research knowledge 
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E. Agro-Industrial Issues 

i- improve pricing 

ii- encourage more private sector activity 

F. 	Industrial IssueB
 

i- improve availability of necessary inputs
 

ii-	 improve transport 

iii- improve flexibility of wages especially 
of management
 

iv- improve power supply consistency
 

price imported petroleum at "street" rate 
v-

G. 	Transport Issues
 

i-	 increase rail t.17'rifs 

reduce public sdctor involvement where there are no 
ii-

public goal to the service
attributes of a 


tax 	to maintain roads
iii-	 increase petroleum 

iv- increase vehicle and license fees
 

do not build new airport in Khartoum
 v-


G. 	Population and Labor Issues
 

long 	 run impact of rapid
i- have a presentation on 


population growth
 

ii- must develop MCH 

iii- reduce subsidy of education especially 
for housing 

and food at boarding schools 

iv- increase wages for skills in short supply
 

review emigrating policy for those 
inwhom the governm.
 

v-

and society have invested
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_mi, GOS Standby Arrangement, 1983 

Core of program: 	 1) provide encouragement to exports
 

2) discourage less-essential imports
 

3) increase incentives to remittances
 

Production Policies
 

A. Agricultural Production reinforced by efforts to increase output
 

and marketing of agricultural commodities
 

i- increase cotton production by increasing prices to lead
 

to increased yields
 

ii- improve groundnut and sorghum marketing by:
 

(a)improving [1] rail transport [2] processing
 

(b)rehabilitation of 	irrigated agriculture
 

to increase area and yields
 

iii- increase returns to cotton by:
 

(a)reducing export taxes
 

(b)reducing exchange rate of Sudanese pound
 

which leads to increased domestic pro­

curement price
 

(c)prompt payment for farmers upon crop
 

delivery
 

(d)individual metering of water and land
 

preparation user costs
 

iv- increase sorghum water and land preparation fees. Bring
 

more land into production by increasing
 

equipment available, new and repairs.
 

groundnuts and sorghum investment. Improve efficiency
v-


of railroad via spares/parts.
 

B. Manufacturing Sector
 

Improve performance of import substitution industries
 

i- management strengthening
 

ii- output prices increase
 

iii- import shortages
 

iv- customs duty waivers on fuel especially in sugar textiles
 

new capital for plant 	modernization
v-
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C. Power ,ecior
 

i- increase power supply generetors at Roseiris
 

ii- Also develop petroleum export up to 100,000 bbl/day
 

II Domestic Financial Policies
 
Therefore hold
Objectives to reduce rate of inflation to 25%/year. 


rates of money supply growth to 27% and gradually
 

reduce it.Develcp targets for government
 

borrowing to finance deficit and targets for
 

parastatal borrowing. Hard to know what is
 

happening since data gathering isnot taking
 

place - being reorganized.
 

A. Credit to pubiic entities only to sugar, rail, electricity.
 

irrigat& agriculture especially cotton has first crack-at credit.
 

Then sugar plants, then railways and electric corporation.
 

Last two dependent on tariff changes.
 

B. Credit should be allocated to expanding private sector but only
 

for direct production not for conmodity hprding.
 

Interest rates are still negative given high
 

inflation rates are 17-20% at the lending rate­

and 13% at the saving rate.
 

II. Fiscal Policy and Borrowing by Central Governmcnt.
 

A. Reduce budget subsidies for consumption
 

B. Get development expenditures to a evel consistent with
 

achievement of PIP
 

C. Ensure recurrent expenditures allow for capital stock maintenance.
 

D. Constrain public borrowing
 

E. Increase excise taxes on import eg. cigarettes
 

F. Change the valuation rate for customs duties
 

G. Increase other fees
 

H. Raising consumer petroleum prices
 

I. Reduce subsidy on milk powder by importing at "street" 
rate
 

J. No new budget subsidies should be introduced due to 
international
 

price changes leading to foreign exchange subsidies.
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IV. External Financial Policies 

A. Exchange rate policy, go for the free market rate on all imports. 

B. Encourage exports as above
 

C. Discourage imports 

i- increase customs valuation for duty levy:L­

ii- restrict imports via nolimport licenses especially 

for consumption items. Only capital goods
 

D. Stimulate private expatriate remittances. Have private foreign
 

currency denominated savings accounts yielding 

international rates of interest
 

E. Balance of,payments has past the peak;" cotton increase 

and others increase
 

external debt services.F. Reschedule 

V. Performance 

A. Put ceilings on expansion in net domestic credit and credit to 
government
 

B. Prohibit contracting new public or publically guaranteed
 

foreign debt at commercial rates maturing within
 

ten years. Expect rescheduling existing debt.
 

C. Do not put on more intensified import restrictions
 

D. Eliminate wheat and pharmaceutical subsidies
 

E. Collect minimum charges on water and land in irrigated schemes
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I. 


II. 


III. 


IV. 


V. 


u.S Governmentp covernment of Sudan 

PL 480 Title III Agrecements
 

Self-Helping Measures-FY 1983
 

GOS will support and 	implement those agricultural policies within the
 

exportstabilization program which will increase agricultural pattern, 

earnings and rural income, eg:
 

A. Reduce export taxes 

B. Change water prices
 

C. Increase producer prices
 

D. Increase agricultural services credit, marketing, research.
 

Support agricultural 	research to increase yields, eg:
 

A. Agricultural Research Corporation. Increase production, marketing
 

and improve storage
 

B. Yambio Agricultural Research Station.
 

Improve services and 	incentives for livestock herders and food 
pro­

ducers, i.e.:
 

A. Improve agricultural extension
 

B. Increase agricultural credit facilities
 

C. Provide funds for Ministry of Agriculture, Livestock and 
Meat
 

Marketing Corporation veterinary program
 

D. Southern livestock program of Ministry of Agriculture
 

funds to the Rural Water Corporation
E. Provide 

F. South Rural Water Development Department
 

Increase research and develop program to reduce desertification
 

of soil erosion. Integrate with GOS Desert Encroachment Control
 

and Rehabilitation Program
 

Decentralizationsupport develop, implement and evaluate 
development
 

projects of local and regional entities.
 

A. 	 Funds to decentralized rural planning program for capital
 

and operating funds
 

B. Provincial Developmcnt Fund. Self-held at local level 
on agri­

cultural production, health and social services,
 

credit conservation.
 

C. Training for mid-level management in government 
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VI. 	 Health support, the Rural Health Support Project.
 

VII. 	 Agricultural Planning and Statistics Project to determine
 

demand and supply.for wheat.
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II 

Ntmeri)Mandate for Progress and Renewal, 3983 

Background 

A. 	Want to have a mixed economy
 

B. 	Want to achieve equity - all must benefit 

C. Difficulties of Sudan are:
 

i- historical structural colonial legacy
 

ii- harsh international situation oil prices, international
 

recession, interest rate increase
 

iii- (a)policies favoring consumption vs. production
 

(b)expand public expenditure and poor parastatal
 

performance
 

(c) 	exchange rates favoring imports 

(d) 	 social service expansion leading to an increased recurrent 

cost which cannot be borne by the production capacity
 

without user charges
 

D. Now will follow an economic strategy balanced between fiancial 

reform and economic improvement.
 

Precepts and Assumptions 

A. 	 Benefits must have a socialist renewal especially of publicizing: 

i- public corporations must have control of economy 

ii- public control, 100% petroleum
 

iii- irrigated agriculture
 

iv- basic industries sugar, cement, textiles
 

v- tourism
 

vi- banking
 

vii- services - social and cultural (police, etc)
 

B. 	Profit is not the only yardstick for evaluating returns of public
 

property, but institutions cannot continue to lose money and be
 

managed poorly.
 

C. 	 Reform Program 

i-	 financial structures of public corporations must have
 

increased capabilities 

ii- give more decision making flexibility to managers, prices, etc. 

iii- rehabilitation ond maintain machincry etc. 

iv-	 manpower training in science, administration. Strengthen
 

training and research institutions
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v- profit sharing and other incentives methods for good
 

management especially parastatals.
 

vi- minimize feather bedding etc. which increases cost of
 

public entities
 

vii-	 will liquidate public entities only as a last resort.
 

viii-Banking - Central Bank:
 

(a) 	 it will tighten control on domestic credit and 

ease on foreign exchange 

(b)control cojunercial bank policies 

(c) 	 develop specialized banks to play a role in increasing 

production in rural, small scale agricultural and 

industrial activities
 

(d) free national banking system of usury operations.
 

D. 	Must revive the Cooperative movement 

E. 	Must protect major industrial ventures from adverse effects of
 

devaluation, must recapitalize.
 

F. 	Prices and incomes
 

i-	 There is a detrimental effect in subsidizing consumption
 

at the expense of production
 

(a)must protect agricultural income develop a stabilization
 

fund for international price fluctuations
 

(b)labor income mnust be linked to production-wages cannot
 

lead to inflation.
 

ii- Inflation to be controlled by using following methods
 

(a)expand the CIP to allow for support of strategic items
 

necessary for production and consumption
 

(b)must have a realistic and flexible costing of goods
 

and services and abandon unfair methods of control
 

(c)increase cooperatives in external and internal trade
 

(eg. peoples pharmacies)
 

(d)use threat of goverucnt intervention as competitor if
 

private market is out of line on terms of process
 

or 	quantity produced. 

G. 	 Rural Development 

i- invest in water, soils, forests, pastures, seeds, extension, 

agricultural technology, veterinary. 

ii- low cost building and construction models improve economic
 

social and administrative structures to provide basic social
 

services, eg. water, electricity, health and popular culture.
 



III. Objectives of Strategy
 

A. 	Reestablish internal financial equilibrium by controlling government
 

deficits and public corporations deficits and use of credit
 

B. 	 Reestablish external financial equilibrium 

i- get balance of payments in line
 

ii- manage foreign account payments and especially arrears.
 

C. 	Remove all economic distortions
 

D. 	Accelerate economic and social development program which are
 

consistent with requirements of stabilization and reestablishment
 

of equilibrium without abandoning equity and other social renewal
 

institutions.
 

E. 	be flexible to face cmergcncies and unforeseen shortages
 

IV. Methods and Tools of Economic Strategy 

1. 	Fiscal Policy
 

2. 	Credit Policy
 

3. 	Exchange rate Policy
 

4. 	 Internal and External Trade Policy 

5. 	Short-Term Programme for Emergency Situations
 

6. 	International Cooperation Policy
 

7. 	Development and Investment Policy
 

8. 	Policy toward Sudanese Nationals Working Abroad
 

9. 	Decentralization.
 

A. 	Fiscal Policy
 

i- do not deficit finance, especially in parastatals.This
 

leads to price increases
 

ii- customs policy should encourage exports and reduce luxury
 

imports and promot productive capacity of economy
 

iii- tax policy should be based on equity and should encourage
 

saving and invcstment 

iv- expenditures - promote public services and expand production 

v- budget policy create surplus for investment and renewal. 

reduce todays consumption so can consume tomorrow
 

B. 	Credit Policy
 

i- do not expmnd money :;tpply too fast which lcads to inflation 

ii- limit borrowing for productive section and deny it to speculators 

iii- provide soft term credit to small scale forming industry and 

craftsmen.
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C. 	Exchange Rite Policy
 
i- do riot have an overvalued exchange rate 

ii- leads to suggling 

iii- no repatriation of earnings
 

D. 	Internal and External Trade Policy
 

i- increase the return to farmers. Stabilize international prices 
ii- do not have export taxes
 

iii- remove pricing controls internally
 
iv- get rid of monopoly especially in external trade. Substitute 

an open licenses system 

v- expand CIP in international economic cooperation 
vi- maintain a strategic reserve of basic food crops as a means 

of price control to guarantee provision of basic needs and 

have a petroleum reserve 

vii- parastatals must be used efficiently but also to control prices
 
via competition with private producers
 

viii-establish an export promotion communittee (national council)
 

to develop international marketing channels
 

E. 	Short-Term Programme for Emergency Situations
 

Disasters - take deliberate thoughful steps
 

F. 	International Cooperation Policy 
i- get as Piuch balance of payment support as possible and get 

grant aid to do any development activities 

ii- get CIP support, PL 480 - III and other forms of self­

financing external trade 

iii- strengthen policies of financing development which will 

increase production efficiency
 

iv- concentrate on public infrastncture and rehabilitate
 
public utilities and maintain them 

v- look for best and safest foreign financing terms 
vi- the loyal sons and daughters of Sudan should repatriate 

G. 	Development and Investment Policy ­ 3 year PIP seeks restructural
 

change.
 

i- explore for oil and implement production
 

ii- agricultural sector and rual dcvclopment
 

(a)remove distortions
 

(b) 	 invest in new packages and marketing infra-structure, 

irrigation and roads 
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(c) expand exports of meat, fruits and vgetables, tobacco, 
fodder, tropical crops, and other diversified crops. 

iii- rural development by: 
(a)reducing distortions between rural and urban income
 
(b)establish regional planning organ;
 

(c)create central organ,for assisting regional organS.
 
(d)encourage adaptive research on integrated farming
 

systems
 

(e) training to do rural plamning
 
iv- industrial sector
 

(a) correct financial structure of public corporations 
(b) inter-industry linkages especially important to reduce 

imported raw materials
 
(c)protect infant of industries against dumping 

(d) promote small scale 
(e) create new industrial activity to rc-move existing 

bottlenecks - import.substitution 

(f)develop export promoting industries based on comparative
 
advantage
 

(g)training, especially inmanagement and promote consulting
 

groups
 

v. 	 Infrastructure' - expand 

(a)transport, storage, communications, alternative energy
 
and economic and social structures. 

vi-	 Social development other economic development should
 
ultimately lead to improved housing, medical care, education,
 

and cultural ameneties
 
H. Policy toward Sudanese Nationals Working Abroad - Remittances 

A. 	Consolidate policy of free entry and exit of foreign exchange
 
B. 	Adopt realistic rate of exchange for such transfers
 
C. 	Guarantee realization profitable earnings of deposits
 

and savings on basis of Islamic BMk. 
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ANNEX C 

An Analysis of Sudan's PL 480 Debt Structure 



An Analysis of Sudan's
 

PL480 Title I and III Debt Structure
 

From FY 1983 to FY 2000
 

Table I summarizes Sudan's debt structure from 1980 through the year 
2000. Table I shows the amount of principal and interest owed each year for 
all Title I, III and Rescheduled debt outstanding. The total amounts owed 
for each year througi 2000 are also presented. This table does not include 
the debt which will be incurred by Sudan in FY 1984 for approximately $ 30 
million under Title I and $ 20 million under Title III. For FY 1984 Sudan 
will owe about $2.0 million under Title I, $ 1.6 million under Title III 
and about $0.2 million under rescheduled debt, which totals to about $3.8
 
million.
 

At the present time there is a question about how the GOS should 
utilize its currency offset provision under Title III. If they use it to 
fully offset Title III debt, they will obtain over the 40 plus years of the 
agreement the equivalent of $ 100 million of principal offset, plus $ 65 
million of interest offset. However)since they have a serious foreign ex­
change constraint today the issue is whether it makes more economic sense 
to use the currency offset provisions against Title I, III and rescheduled 
debt repayments due in FY 1983, 1984 and over the iiiuiediate future, rather 
than to remove debt that will become due in ten, twenty and even ]nore years 
into the future.
 

Tables 2 and 3 were prepared to begin to address this issue. These two
 
tables show the principal.,interests and total amount owed each year from 
1983 to 2000 for Title I, rescheduled Title Ijand Title III, and the pre­
sent value of the totals for each program as of December 31, 1983 for three 
discount rates, 6, 10, and 20 percent. These three alternative interest 
rates were chosen to be representative of what might be considered to be 
various opinions about what the opportunity cost of foreign exchange might 
be to Sudan. The 6% rate is the rate at which the Commodity Credit Cor­
poration of the U.S. has rescheduled past due payments by Sudan since 1980. 
The 10% rate represents a standard project appraisal discount rate which 
must be met before most international donors will approve a project. The 
20% rate is the present rate of interest which Sudanese banks pay on 
savings accounts, especially those denominated in foreign currency. Private 
credit transactions in rural areas commonly return to the creditor rates 
of between 50% and 200%. Thus, from my personal perspective, the twenty
 
percent rate is a more realistic rate to ascertain the presept opportunity
 
cost of foreign exchange than the other two.
 

Tables 2 and 3 show that the present value of the Title I and III debt
 
through 2000 varies from a high of about 57% of the total amount owed
 
through 2000 at 6%)to as low as 21% at the 20% rate. Over the entire life
 
of the Title I and III agreements the present value of the amounts owed as 
of December 1983 would probably be about 25% of the total amount owed at a 
6% discount rate, 17% at 10% )nd about 8% at 20%. 

Given this preliminary analysis, without going through all of the potential 
options, I would be seriously considering recommending to the GOS that they 
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use their currency offset provisions against all present outstanding debt, 
regardless of Title and figure out later how they will repay the debt due 
in later years. With the potential of obtaining about $ f,5 million dollars 
of offset from Title III (less the amount lost via devaluE.tions, see Table
 
13 in the text), GOS would be able to remove all payments on present PL 480
 
debt until at least 1995. Given Sudan's economic situation that is a
 
considerable period.
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Annex Table 1 Sudan PL 480 Titles I and III 

Debt Structure as of December 31, 1983 (*) 

Calendar Title I Title III Debt Rescheduled T 0 T A L 

Year P I Total P I Total P I Total P I Total 

1980 - 796.5 796.5 - - 0.0 29.6 30.9 60.5 29.6 827.4 857.0 

1981 - 868.1 868.1 - 422.8 422.8 29.6 78.1 107.1 29.6 1,369.0 1,398.6 

1982 - 1,110.6 1,110.6 - 817.6 817.6 59.0 54.8 114.8 59.0 1,983.0 2,042.0 

1983 67.8 1,240.9 1,308.6 - 1,196.9 1,196.9 93.7 50.9 144.6 161.5 2,946.8 3,108.3 

1984 150.3 1,855.5 2,005.8 - 1,596.9 1,596.9 152.5 45.0 197.5 302.8 3,497.4 3,800.2 

1985 150.3 1,876.7 2,027.0 - 1,596.9 1,596.9 165.1 36.2 201.3 315.4 3,509.8 3,825.2 

1986 150.3 1,872.1 2,022.4 - 1,596.9 1,596.9 169.3 26.1 195.4 319.6 3,495.1 3,814.7 

1987 296.3 1,867.6 2,163.9 - 1,596.9 1,596.9 80.7 17.4 98.1 377.0 3,481.9 3,858.9 

1988 611.3 1,904.0 2,515.3 - 1,596.9 -1,596.9 80.7 12.4 93.1 692.0 3,513.3 4,205.3 

1989 1,220.9 1,983.3 3,204.2 - 1,596.9 1,596.9 80.7 7.6 88-3 1,301.6 3,587.8 d,889.4 

1990 1,411.6 2,135.6 3,547.2 642.4 1,596.9 2,239.3 46.0 3.0 49.0 2,100.0 3,735.5 5,835.5 

1991 1,733.3 2,153.4 3,886.7 1,285.2 1,776.8 3,062.0 0.3 0.3 3,018.5 3,930.5 6,949.0 

1992 1,994.8 2,201.1 4,195.9 1,930.4 1,937.5 3,867.9 3,925.2 4,138.6 8,063.8 

1993 2,924.8 2,205.5 5,130.3 2,575.6 2,098.9 4,674.5 5,500.4 4,304.4 9,804.8 

1994 2,924.8 2,465.4 5,390.2 2,575.6 2,240.9 4,816.5 5,500.4 4,706.3 10,206.7 

1995 2,924.8 2,377.7 5,302.5 2,575.6 2,163.6 4,739.2 5,500.4 4,541.3 10,041.7 

1996 2,924.8 2,290.0 5,214.8 2,575.6 2,086.2 4,661.8 5,500.4 4,376.2 9,876.6 

1997 2,924.8 2,202.4 5,127.2 2,575.6 2,008.8 4,584.4 5,500.4 4,211.2 9,711.6 

1998 2,924.8 2,114.5 5,039.3 2,575.6 1,931.5 4,507.1 5,500.4 4,046.0 9,546.4 

1999 2,924.8 2,026.6 4,951.4 2,575.6 1,854.2 4,429.8 5,500.4 3,880.8 9,381.2 

2000 2,924.8 i,938.8 4,863.6 2,575.6 1,776.8 4,352.4 5,500.4 3,715.6 9,216.0 

(*) Note: These calculations are approximate and should not be construed as 

representing any official debt calculation 



Annex Table 2 
 The Present Value of PL 480 Title I and Rescheduled Title I
 
Debt as of December 31, 1983 through Year 2000 (*) 

lalendar Title I Outstanding Debt Present Value of Total Rescheduled Title I Debt Present Value of Total 
Year Principal Interest Total at 6% at 10% at 20% Principal Interest Total at 6% at 10% at 20% 

1983 67.8 1,240.9 1,308.6 1,308.6 1,308.6 1,308.6 93.7 50.9 144.6 144.6 144.6 144.6 
1984 150.3 1,855.5 2,006.8 1,891.5 1,823.3 1,670.8 152.5 45.0 197.5 186.2 179.5 164.5 
1985 150.3 1,876.7 2,027.0 1,804.0 1,674.3 1,406.7 165.1 36.2 201.3 179.2 166.3 139.7 
1986 

"1987 

150.3 

296.3 

1,872.1 

1,867.6 

2,022.4 

2,163.9 

1,698.8 

1,713.8 

1,518.8 

1,477.9 

1,171.0 

1,043.0 

169.3 

80.7 

26.1 

17.4 

195.4 

98.1 

164.1 

77.7 

146.7 

67.0 

113.1 

47.3 
1988 611.3 1,904.0 2,515.3 1,878.9 1,562.0 1,011.2 80.7 12.4 93.1 69.5 57.8 37.4 
1989 1,220.9 1,983.3 3,204.2 2,258.9 1,807.2 1,073.4 80.7 7.6 88.3 62.2 49.8 29.6 
1990 1,411.6 2,135.6 3,547.2 2,358.9 1,819.7 989.7 46.0 3.0 49.0 32.6 25.1 13.7 
1991 1,733.3 2,153.4 3,886.7 2,437.0 1,815.1 905.6 0.3 0.3 0.2 0.1 0.1 
1992 1,994.8 2,201.1 4,195.9 2,484.0 1,779.1 814.-0 
1993 2,924.8 2,205.5 5,130.3 2,862.7 1,980.3 831.1 
1994 2,924.8 2,465.4 5,390.2 2.840.6 1,886.6 727.7 
1995 2.924.8 2,377.7 5,302.5 2,635.3 1,691.5 593.9 
1996 2,924.8 2,290.0 5,214.8 2,445.7 1,512.3 485.0 
1997 2,924.8 2,202.4 5,127.2 2,266.2 1,348.5 400.0 
1998 2,924.8 2,114.5 5,039.3 2,101.4 1,204.4 327.6 
1999 2,924.8 2,026.6 4,951.1 1,950.7 1,079.3 267.4 
2000 2,924.8 1,938.8 4,863.6 1,804.4 963.0 218.9 

Total to 67,896.0 38,741.4 28,251.9 15,245.6 1,067.6 916.3 836.9 690.0 
2000 

(*) Note: These-calculations are approximate and should not be construed as 
representing any official debt calculation. 



Annex Table 3 The Present Value of PL 480 Title III Debt
 

as of December 31, 1983 through year 2000 *)
 

Calendar Title III Outstanding Debt Present Value of Total 

Year Principal Interest Total at 6% at 10% at 20% 

1983 1,196.9 1,196.9 1,196.9 1,196.9 1,196.9­
1984, 1,596.9 1,596.9 .1,505.9 1,451.6 1,330.2 
1985 - 1,596.9 1,596.9 1,421.2 1,319.0 1,108.2 
1986 - 1,596.9 1,596.9 1 341.4 1,199.3 924.6 
1987 - 1,596.9 1,596.9 1,264.7 1,090.7 769.7 
1988 - 1,596.9 1,596.9 1,192.9 991.7 642.0 
1989 - 1,596.9 1,596.9 1,125.8 900.7 535.0 

1990 642.4 1,596.9 2,239.2 1,489.1 1,148.7 624.7 
1991 1,285.2 i,776.8 3,062.0 1,919.9 1,430.0 713.4 
1992 1,930.4 1,937.5 3,867.9 2,289.8 1,640.0 750.4 

1993 2,575.6 2,098.9 4,674.5 2,608.4 1,804.4 757.3 
1994 2,575.6 2,240.9 4,816.5 2,538.3 1,685.8 650.2 
1995 2,575.6 2,163.6 4,739.2 2,355.4 1,511.8 530.8 
1996 2,575.6 2,086.2 4,661.8 2,186.4 1,351.9 433.5 

1997 2,575.6 2,008.8 4,584.4 2,026.3 1,205.7 357.6 
1998 2,575.6 1,931.5 4,507.1 1,879.5 1,077.2 293.0 
1999 2,575.6 1,854.2 4,429.8 1,745.3 965.7 239.2 
2000 

Total to 
2,575.6 1,776.8 4,352.4 1,614.7 861.8 195.9 

2000 56,713.1 31,701.9 22,832.9 12,052.6 

(*) Note: These calculations are approximate and should not be construed as
 
representing any official debt calculation
 



ANN4EX D 

Memorandum by Nancy Metcalf on Currency Use Offset 

on Sudan's PL 480 Title III Agreement
 



Date : October 21, 1983
 

Reply to
 
Attn of : Nancy Metca]f, UiDSO/IESA/RI:FPO 

Subject : Currency Use Offset Under Sudan's Title III Agreement 

To : Robert Craig, GDO 
Steve Mintz, ADPO 

During a recent meeting with Victor Wahba on the Title III evaluation, 
he asked if someone could clearly explain how the currency use offset mechan­
ism worked so that he could respond to questions from his Minister. The
 
following is an attempt to do just that.
 

Title III of Public Law 480 authorizes multiyear agreements for the 
purchase of a specific value of agricultural commodities to be delivered 
over a period of years. 

In the case of Sudan the U.S. has agreed to extend credit for $100
 
million over a five-year period ($20 million a year) for the purchase of
 
U.S. commodities.
 

Title III permits iocai currency proceeds from the sale of such commodities
 
which are used for agreed development purposes to be credited against dollar 
repayment obligations. Such proceeds must be deposited in a special account
 
and must be equal to the dollar value of the credit extended by the U.S.
 
Department of Agriculture for the purchase of the commodities.
 

That is,each year, no later than six months after the commodities have
 
arrived in Sudan the GOS must deposit the proceeds from the sale of such
 
commodities into a special account. If the proceeds do not equal the dollar
 
value of the credit extended by USDA (inthis case around $20 million) the
 
GOS must make up the difference when depositing the local currency. The
 
rate of exchange prevailing on the date of deposit is used to calculate the
 
dollar value of the local currency.
 

As proceeds are spent for agreed purposes, the GOS is credited with
 
the dollar value of such disbursement. The rate of exchange prevailing
 
on the date of disbursement is used to calculate the dollar value of the
 
credit earned. These credits "forgive" the Title III repayments obligations 
as they come due. After using accumulated credit for Title III repayment 
obligations the GOS may use any remaining credit for other Title I debt 
due that year. 

Exchange rate fluctuations may mean that at the end of the agreement
 
local currency disbursed may not equal the dollar value of the credit extended.
 

Howqever, it has been agreed that when all disbursements are made, all debt, 
is wiped out. However thisincluding interest, for the Title III Agreement 

"full forgiveness" does not occur if credit has been used to pay other debt.
 

In that case total credit earned will equal the dollar value of disbursements
 
made, calculated using exchange rate in force at the time of disbursement.
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Sudan's current currency offset situation to date is shown on the 
attached table.
 

If all credit carned is used to pay the Title III debt the whole $100
 
million plus interest will be forgiven. If it is used partially to pay other
 
Title I debt it is estimated currently that Sudan will earn credit of around
 
$90 million. This would leave a balance of approximately $10 million plus
 
interest to be paid on the Title III Agreement. Interest on the Title III
 
Agreement will run somewhere around $65 million. Thus, if the GOS uses all
 
credit earned to repay Title III debt only, after full disbursement of the
 
funds they will have earned $165 million in debt forgiveness. If used to
 
partially pay Title I debt, forgiveness will equal approximately $90 million.
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Sudan Title I and Title Iii Debt
 

U.S Fiscal Year 1983/84
 

FY 1983
 

Title III
 

4/10/83 
 $ 398,287.80
 
5/21/83 
 398,561,75
 

796,849.55
 
Title I
 

10/ 1/82 
 7,307.97
 
10/ 1/82 
 9,690.52
 
10/ 1/82 
 39,552.82
 
10/ 4/82 
 99,619.56
 
4/ 1/83 
 38,666.36
 
4/ 1/83 
 7,268.00
 
4/ 1/83 
 9,637.57
 
6/ 5/83 
 195,289.16
 
6/ 8/83 
 90,514.70
 
6/30/83 
 17,352.38
 
7/ 3/83 
 51,152.90
 
7/28/83 
 109,808.16
 
8/17/83 
 377,938.76
 
9/26/83 
 199,615.87
 

$ 1,253,414.73
 

FY 1984
 

Title III
 

4/10/84 
 $ 398,561.75 
5/21/84 
 398,287.80
 

796,849.75
 
Title I
 

10/ 1/83 
 7,042.69
 
10/ 1/83 
 9,690.52
 
10/ 1/83 
 37,779.91
 
10/ 4/83 
 99,619.56
 

(cont.)
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12/31/83 17,352.38 

4/ 1/84 43,225.27 

4/ 1/84 6,489.31 

4/ 1/84 9,637.57 

6/ 5/84 195,289.16 

6/ 8/84 90,514.70 

6/30/84 23,009.63 

7/ 3/84 133,657.58 

7/28/84 128,787.34 

8/17/84 377,938.76 

9/26/84 199,615.87 

$ 1,353,777.22 
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ANNEX E
 

Draft Scope of Work for the
 

PID Design of PL480 Title III
 

Program to Begin in FY 1985
 



Draft Scope of Work
 

for the PID Design of PL480 Title III Program 

to Begin in FY 1985
 

Terms of Reference
 

PL 480 Title III, authorizes concessional food sales to eligible recipient
 

countries over a multi-year period, with provision for forgiveness of the
 
repayment obligations as agreements on lcal currency uses for the approved
 

III is geared to assist low-income
Titledevelopment program are satisfied. 


(under $795 per capita income in 1981 terms), food-deficit countries which
 

have the potential to significantly raise agricultural production and are
 

committed to stimulating rural growth. Consistent with this commitment,
 

Title III's multi year commodity supply assurance and the potential for
 

forgiveness of loan repayments should provide incentives for recipient to
 

agree to significant policy and institutional reforms and development pro­

gram improvements.
 

In December 1979 the Govenimcnt of Sudan and AID executed a $ 100 million 

five-year PL 480 Title III program. The final year of the agreement is 

U.S. FY 1984. The last evaluation of the program inOctobe'/ovember 1983, 
recommended continuation of PL 480 assistance under this mechanism. It 

is now necessary to develop a Project Identification Document (PID) re­

questing a new Title III agreement for Sudan.
 

Scope of Work
 

1) The PID should discuss the relationship of the Title III proposed
 

program to the overall Mission CDSS as well as to the administration's
 

foreign policy and market development objectives. The findings and re­

comnendations of any agricultural or food sector studies should form part
 

of the justification for the program.
 

2) The PID should present in outline form, information on the food
 

gap production and consumption policies, the marketing and distribution
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problems, and the major elements of the overall program and its sub­

activities. In essence, the PID should summarize the analysis of the food
 

and agriculture sector (focussing on constraints) which justify tie pro­

gram. The primary focus of the program should be on (a) improving food 

supply through activities funded in part via the generated local currencies
 

and (b)implementing policy and institutional reforms necessary to ensure
 

the successful completion of those activities. The PID will indicate how
 

the mission will measure program accomplishment toward the attainment of
 

the above goals.
 

3) The PID-will'explain who will benefit from the envisioned program.
 

This analysis will define the commodity beneficiaries and their needs, as 

well as the beneficiaries from the use of the local currency proceeds and
 

the policy reforms envisioned. It should indicate why the target group(s)
 

or institutions have been selected and how the program benefits are expected
 

to flow. 

4) The PID will present an estimate of program costs and projections
 

of annual commodity tonnage requirements, local currency contributions,
 

and the other resource contributions - human and financial - required of 

the US via all 7unding sources, the recipient country (Sudan), and other 

donors.
 

5) The PID will review the management and administrative requirements
 

of the Title III program. It will delineate recomnended ways to improve
 

these essential activities from both the GOS and USAID perspective.
 

6) Finally, the PID will incorporate a time table and scope of work for
 

the Title III program paper. It will delineate the necessary technical
 

assistance required to accomplish that task.
 

Skills Required and Time Requirements: In the context of Sudan t is vital
 

that both the skills of an economist or agricultural economist, and
 

a food for peace or general development officer with Title III food aid
 

experience be employed in the development of this PID. The mission may
 

or will have one, or both, of these skills on its staff. With respect to
 

time requirements, the PID design should not require more than 3 weeks, 

particularly given the previous annual evaluations. However, the design
 

cannot occur until the mission has completed a more thorough analysis of 
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the food grain mirket in Sudan and developed more complete projections of 
the demand and supply of wheat within that context. Given the time con­

straints on developing the PP and obtaining AID/W approval of both the PID
 

and PP, prior to the end of FY 1984, the key constraint is to obtain an
 

improved set of projections of the market for wheat.
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ANNE X F 

William Bateson's suggested Policy Relevant Research
 
Agenda re: Sudan's Wheat Market per his and Buraie 
Adam's draft paper, entitled, "Consideration on the 
Establishment of a Producer Price for Wheat at Gezira, 
1983/84", prepared for the Ministry of Agriculture, 
Khartoum, October, 1983 



Preparing for the 1984/85 Season
 

The issue of a producer price for wheat will arise again in 1984.
 

Since conditions will have changed, the 1983/84 price will no longer be
 

appropriate. We suggest that the Planning and Agricultural Economics
 

Administration of the Min.Lstry of Agriculture initiate a program which will
 

resolve many of the uncertainities and "guestimates" which are an unavoidable
 

part of this paper. At a minimum, the following research topics should be
 

considered:
 

1) An improved understanding of the relationship between U.S. wheat future's
 

prices, FOB (U.S. Gulf Ports) prices and the CIF (Port Sudan) price. This
 

might be done by the Ministry of Conmerce, Cooperation and Supply in coop­

eration with international consultants. The output of this task could be in
 

terms of a simple model by which U.S. (future's market) prices are used to
 

estimate an FOB price and a published schedule of shipping rates is used to
 

compjte estimated shipping costs.
 

2) An improved budget of the economic and financial costs of handling wheat 

at Port Sudan. This might be part of a larger study on the costs of handling 

agricultural commodities including inputs at Port Sudan. 

3) A study of the economic and financial costs of transporting wheat from 

Port Sudan to several final destinations. This might be part of a larger 

research effort to discover more about transportation costs in general, 

including the cost of transporting agricultural inputs. 

4) A study of the extent of input subsidization in the production of wheat. 

This study could be part of a larger study of the cost of production of
 

wheat (see 6 below) and of the existence of input subsidies to the agri­

cultural sector in general.
 

5) A study of the milling industry and of the elements which make up the
 

wheat-to-bread conversion coefficient in Sudan. Some work on this has been 



funded and will soon be available in preliminary form. Options for flour
 

blending, the introduction of a sorghum-wheat compositib flour and the
 

manufacture of different qualities of bread should be considered.
 

6) A re-evaluation of cost of production studies for wheat and the re-design
 

'of future studies to generate farm supply functions. This study can begin
 

with data already collected by personnel at Gezira and New Halfa. It should
 

include assistance to research units at those schemes in terms of both
 

improved commutatipnal capacity and analytical skills. This study will be
 

important in the continuing controversy over Sudan's comparative advantage
 

inwheat production and in developing a strategy to replace imports with
 

domestic production from Gezira and elsewhere.
 

7) A study of the marketing behavior of Gezira, New Ilalfa and Northern
 

wheat producers. This study should be directed towards answering the
 

question of what supply elasticity to use in producer price policy consid­

erations. It will necessarily build on other studies mentioned above.
 

8) An improved study of the consumption effects of bread pricing policies.
 

The potential for analysis of consumer income effects arising from bread
 

pricing policies has not been fully explored by Sudanese researchers. Steps
 

are now being taken to make the household consumption surveys fully available
 

to Sudanese researchers.
 

9) An improved understanding of savings and capital formation behavior of
 

wheat farmers in particular and tenants in the irrigated schemes in general.
 

The value of marginal net farm income relative to the benefits of lower
 

domestic breal prices which arises from a producer price below the economic
 

import parity price is, in part, a function of the uses to which wheat
 

farmers put their marginal income. If it is a source of potential savings
 

and capital formation, it is obviously worth more than if it is used
 

exclusively for constiuption expenditures. A stud) of the savings behavior
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of wheat farmers will ue useful to policyniakcrs in their considerations. 

10) A better understanding of economic value of the Sudanese pound. This 

topic is placed last in this list not because it is the least important 

but because it is the most difficult, both analytically and conceptually.
 

Further, we presume that there are strongly held views about what the value
 

is and what it ought to be. Any study on this topic must involve agri­

culture because agriculture is the principal earner of commercial foreign
 

exchange. Given the sensitivity we perceive on this subject, this study
 

must be done very carefully and must be solidly documented.
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Persons Interviewed
 

US Based
 

1) Robert Bostick, OMB, Washington, D.C.
 

2) Tom Cornell, Africa Bureau, AID, Sudan Desk Officer, Washington, D.C.
 

3) Michael Crosswell, Economist, PPC (now in Asia Bureau), AID,
 
Washington, D.C. 

4) James Durden, FVA, Latin America, AID, Washington, D.C. 

5) Hunter Fainham, AFR/TR/ARD, AID, Washington, D.C. 

6) David Franklin, President, Sigma One Corp., Raleigh, N.C. 

7) Gladys Frazier, FVA, Africa, AID, Washington, D.C. 

8) Rick Gold, AFR/TR/ARD, AID, Washington, D.C. 

9) Michael Goldman, Bureau of Economic & Business Affairs, US Department 
of State, Washington, D.C.
 

10) 	 Carl Gotch, Professor, Food Research Institute, Stanford University,
 
Stanford, California.
 

11) 	 Lew Gulick, Staff, House Foreign Affairs Committee, US Congress,
 
Washington, D.C.
 

12) 	 Barbara Huddleston, Economist, International Food Policy Research
 
Institute, Washington, D.C.
 

13) 	 Besa Kotati, FAS/USDA, Washington, D.C.
 

14) 	 Robin Kibuka, IMF, Washington, D.C.
 

15) 	 Patty Kiefer, Title III, USDA, Washington, D.C.
 

16) 	Virginia O'Donne]l, Title II,USDA, Washington, D.C.
 

17) 	 William T. Oliver, A/AID, Washington, D.C.
 

18) 	 John Patrick, FAS/USDA, Washington, D.C.
 

19) 	 William PRhodes, FVA/FPP, AID, Washington, D.C.
 

20) 	 Susan Schayes, FAS/USDA, Washington, D.C.
 

21) 	 Steve Stoallworth, Sudan Desk, AF/EA, AID, Washington, D.C
 

22) 	 Phil Steffan, AFR/TR/ARD, Washington, D.C.
 

23) 	 Reny Yates, US Trcasury k'pt., Washington, D.C. 
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ANNEX H
 

Working Bibliography
 



Sudan Based
 

1) William Bateson, Agricultural Economist, Ministry of Agriculture,
 
GOS, Khartoum
 

2) Robcrt Brown, Director, USAID/Sudan, Khartoum
 

3) Robert Craig, General Development Officer, USAID/Sudan, Khartoum
 

4) Mohammed Fadl, PL 480 Office, USAID/Sudan, Khartoum
 

5) Thiomas Maar, Auditor, IG/Nairobi, AID, Nairobi, Kenya
 

6) David Martella, Agricultural Economist, USAID/Sudan, Khartoum
 

7) Steve Mintz, Program Officer, USAID/Sudan, Khartoum
 

8) Keith Sherper, Deputy Director, USAID/Sudan, Khartoum
 

9) Mel Van Dorn, Comptroller, USAID/Sudan, Khartoum
 

10) 	 Victor Wahba, Undersecretary for Foreign Aid, Ministry of Finance 
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