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Introduction
 

Since PY 1980, Sudan has nad a Commodity Import Program (CIP) financed
 

from the Economic Support Fund (ESF) assistance provision of the Foreign
 

Assistance Act. (FAA) of the United States. 
At the present time the PY 1984
 

CIP's for Sudan has been signed but not dispursed and the FY 1985 CIP is under
 

preparation. 
As is presented in Table 1 below, CIP obligations for Sudan have
 

steadily increased since the program's initiation in FY 1980 and, including
 

the FY 1984 agreement, has amounted to 
$402.25 million, the largest in
 

Africa. 
The Commodity component of the CIP obligations over the same 5 year
 

period has amounted to $299.25 million, or 
nearly 75% of the total ESF
 

program. The purpose of this report 
is to evaluate the impact of the CIP
 

program in relationship to its multiple objectives which include (a) support
 

necessary economic policy changes during a period of sensitive reforms; (b)
 

boost export performance and efficient import substitution to improve the
 

country's balance of 
payments position; (c) improve infrastructure, especially
 

power generation and transmission and transport to 
support agricultural and
 

industrial production; (d) encourage greater private sector participation in
 

the economic life of 
tne country; and (e) provide budgetary support for the
 

Government of Sudan (GOS) and donor development projects via joint programming
 

of the local currency counterpart funds.
 

Certainly the above stated multiple objectives of the CIP program have
 

far exceeded the AID Handbood definition of a CIP which is a Omechanism for
 

providing short-term relief from constraints on the economy of a
 

less-developed country" (and] 
is often directed to alleviating budgetary or
 



Table 1: USAID/Sudan Total CIP Obligations
 
PY 1980 - FY 1984
 
(in$ millions)
 

Year Program Number 
 Item and 	Amount 
 Total Amount
 per Grant Agreement a) Commodities b) Cash c) Petroleum
 
Document
 

FY 1980 650-K-601 $50.00 50.00 

1981 650-K-602 50.00 50.00 

1982 650-K-603 100.00 100.00 

1983 650-K-604 62.25 
650-K-605 $20.00 82.25 

1984 650-K-606 $40.00 
650-K-606.B 62.00 
650-K-607 18.00 120.00 

Total FY 	1980 - 1984 
 t324.25 J38.00 *40.00 
 t402.25
 

Notes: 	 1) includes a cash grant.
 
2) this program number is sometimes given as 650-K-608.
 
3) This program number is somethimes given as 650-K-606.
 
4) Moat of this assistance is not being disbursed due to GOS, IMP, and AID
disagreements after Macro-economic policy feform steps which Sudan must
 
implement.
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"balance of payments problems'. The objectives alco are more specific than
 

recent Congressional statements regarding ESF assistance to be "consistent
 

with the policy diructions, purposes, and programs' of development assistance
 

(Senate] or that 
"ESF financed commodity imports meet long-term development
 

needs of African countries'. 
(House]. Sudan's economic circumstances clearly
 

require such a broad and specific set of objectives. The report briefly
 

defines this context in the following paragraphs.
 

Macro-economic and Policy Context
 

Since AID returned to Sudan in 1978, the country has been facing an
 

increasing set of economic and political problems. 
Two world oil price
 

increases within 5 years, in 1974 and 1979 lead 
to its becoming an ever larger
 

share of the import bill. In 1972 it comprised about 3% of total imports.
 

Prior to 1979, it comprised about 10% 
of total imports whereas in 1983 its
 

measured share was in excess of 27% 
(see Figure 1 for the details). The share
 

comprised of 
such capital goods as machinery and transport equipment suffered
 

the principal decline, from about 43% to 25%
in 1977 in FY 1984.
 

Second, the ambitious development programs formulated by Sudan in the mid
 

1970's were being implemented by 1980, 
thus leading to an ever increasing
 

total import bill which was 
not financed by export growth. This structural
 

imbalance which began in the mid-70's had become an 
increasingly chronic
 

problem by 1980 such that aggregate domestic demand (consumption plus
 

investment) was 10% greater than aggregate supply (GDP). 
 (See Table 4 in
 

Section III and Appendix Table 1 which shows 
the export earnings and the
 

increasing import gap). 
 The chronic negative resource imbalance was being
 

financed by a number of bilateral and multilateral donor organizations in the
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Middle East and elsewhere, and this lead to 
an ever increasing debt servicing
 

problem for the country by 1980. 
 (See Table 2.) By 1983 increasing official
 

debt arrearages created additional pressure on Sudan's limited 
foreign
 

exchange earnings. In January 1985, $82 million was due 
to the IMF alone.
 

To achieve a stable economy which has 
undergone restructuring necessary
 

for long run growth, the 
IMF and other donors have increasingly insisted on
 

policy reforms with respect to 
(a) pricing of foreign exchange, bread,
 

agricultural inputs, such 
as water, (b) re3tricting credit expansion, (c)
 

reducing export and 
import tariffs, (d) increasing user charges, (e)
 

increasing interest rates, and 
(f) curbing public deficits, amongst others.
 

Sudan has implemented several reforms to address 
the above identified problems.
 

Besides donor insistence on 
certain policy reforms, the GOS felt 
increased
 

pressure by 1980 
to initiate their 
own policy of providing increased autonomy
 

to regional and local 
governments to address 
local priorities and finance them
 

without increased fiscal pressure placed 
on the central government. At. the
 

same 
time, ethnic differences in 
the South and the problem of how to strike a
 

political settlement with 
the South over the extraction of oil, 
lead Nimeiri
 

to a course of action of Regionalization of 
the South as well as 
the North.
 

This decision has resulted in a political breakdown between the two 
areas of
 

the 
country and the resurrection of 
the guerrilla movement 
in the South. This
 

political breakdown has 
halted oil exploration and pipeline work underway and
 

has resulted in further O'lays when oil 
exports can begin.
 

After a three year period of some policy riforms such as a series of
 

devaluations dnd commodity price increasea, 
e.g. bread and petroleum, the
 

government, in September 1983, 
implemented a series of policy reforms designed
 

to further Islamize the country. 
 The enactment 
of Sharia law has created
 

great risk and uncertainty 
in the private business community particularly with
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Table 2: 
Trends in Sudan's External Debt, 1970-1984 

Year Total Publically Guaranteed Total Debt Services 
Debt Outstanding in Mill. Millions of 

1970 
 318.7 
 34.6
 

1971 . 

1972
 

1973 
 500.5 
 56.3
 

1974 - .
 

1975 
 1272.8 
 111.7
 

1976 - 

1977 
 2983.9 
 83.9
 

1978 
 2435.7 
 99.6
 

1979 
 3375.7 
 78.2
 

1980 
 3890.6 
 88.6
 

1981 
 4806.4 
 82.5
 

1982 
 5093.5 
 79.3
 

1983 
 -
 695.2
 

1984 
 9000.0 E. 
 676.4
 

1985 

'707.8
 

1986 

625.7
 

1987 

529.6
 

1988 

492.5
 

1989 

366.4
 

1990 

243.4
 

Source: (1) 1973 
- 1982 and projections of Debt Servicel World Bank, World
 
Debt 	Tables: 
 External Debt of Developing Countries, (Washington

D.C.: World Bank, 1984)


(2) 	1984, USAID/Sudan, Concepts Paper, Country Development Strategy
 
Statement, Sudan, FY 1986, 
March 1984
 

(3) 	World Bank, Toward Sustained Development: A Joint Program of 
Action for Sub-Saharan Africa: Statistical Annex, Vol. II,
Rept. * 5228, (Washington D.C.: World Bank, August 1984)
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respect to whether the limited liability article of incorporation guaranteed
 

under the 1925 Companies Act remained valid, 
and whether interest could
 

legally be charged on loans. These uncertainties, on top of output price
 

controls via mark up margin regulations, domestic credit restrictions, foreign
 

exchange using input availabilities, labor market controls 
re: hiring and
 

firing personnel and wage rates, have created an 
increasingly unfavorable
 

private investment climate.
 

Finally, the existence of drought conditions in the West and parts of the
 

Eastern provinces adjacent to Ethiopia; the 
influx of political and drought
 

related refugees from Ethiopia, Uganda, 
and Chad; uneasy relations with Libya;
 

and cooling relationships with many of 
its Arab neighbors, including Egypt and
 

Saudi Arabia, have created an unfavorable climate within the GOS for
 

continuing to 
address the multiple economic problems which it faces.
 

As a consequence of 
these above mentioned factors, the economic situation
 

in Sudan is clearly constrained in a number of 
important ways. The output of
 

certain export items, e.g., 
cotton, has improved since 1981. 
 However, the
 

drought has reduced rainfed 
sector production, particularly in FY 1984, and
 

was the principle cause for a negative rate of growth in GDP in 
FY 1983/84 of
 

-2%. Thus, the ability of 
the country to continue to improve upon the
 

stabilization record of the last 
two fiscal years (refer to Table 4, pg. 40.)
 

is severely constrained by events which 
it cannot control (e.g. drought and
 

slow rates of commodity aid disbursement). 
 The CIP is but one mechanism
 

available for use 
by AID and the Government to seek a way out of 
the current
 

economic and financial morass and 
to achieve economic recovery during the
 

current decade.
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Scope and Method of the CIP Evaluation
 

The purpose of the CIP evaluation is to determine the extent 
to which the
 

above defined objectives of the CIP have becn met and to ascertain what
 

USAID/Sudan and the GOS might do to improve the program's future impact.
 

Specifically the CIP evaluation 
was asked 
to (a) assess the macro-economic
 

impact over 
the FY 1980-1984 period; (b) determine the impact of the CIP on
 

the production of sectors, industries and firms 
in the economy with respect to
 

(i) export promotion, (ii) import substitution, and (iii) 
infrastructure
 

support, e.g., power transport and communications; (c) ascertain the
 

developmental impact of the 
use of local currency generations; and (d) assist
 

USAID and the GOS in improving future CIP allocations of both foreign exchange
 

and local currency, with a particular emphasis with respect 
to how the private
 

sector can 
increase productivity growth and export earnings.
 

In order to accomplish the evaluation's purpose, the team was asked to (a)
 

assess the policy dialogue process embodied in the FY 1980-84 CIP
 

documentation, e.g., 
covenants, conditions precedent, and side letters of
 

agreement; 
(b) balance of payments and GNP effects attributable to the CIP;
 

(c) analyze the relationship of commodity and counterpart fund allocations to
 

USAID and GOS development strategy as defined by the CDSS and the Three Year
 

Public Investment Program (TYPIP); (d) define the evolution of the negotiation
 

process by which USAID and the GOS select commodities, firms and local
 

currency uses; (e) determine the appropriate mix of capital, intermediate, and
 

consumer goods and 
the relative private-public effectiveness 
in the
 

utilization of CIP commodities for export growth and increased productivity
 

within the sectors obtaining CIP allocations; 
 f) ascertain the distribution
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of CIP benefits in comparison with those sectors which can contribute most 
to
 

export earnings and increased productivity; and (g) ascertain the export
 

competitiveness of the firms within the Sudanese industrial 
sector which
 

receive CIP allocations and the policy and/or economic constraints which
 

underlie the lack of competitiveness within the industrial sector.
 

A number of activities and individuals were involved for 
some time to
 

satisfactorily address this scope of work. 
 The USAID/Sudan staff not only
 

developed the scope of work, 
but also worked with the GOS Ministry of Planning
 

to develop improved accounting of and 
resource allocation criterion for the
 

use of local currency generations. 
They have also developed an information
 

system by which 
imported commodity allocations can be track.d on 
a commodity
 

and firm specific basis. in addition, they designed an 
end-use survey
 

questionnaire, and, in conjunction with 
one member of the outside evaluation
 

team, Dr. 
Leslie Burgess, have conducted a number of interviews with a wide
 

spectrum of private and public sector commodity users (N-15). It is
 

envisioned that his end-use survey will be periodically updated as a regular
 

CIP management tool.
 

An outside evaluation team consisting of two economists and one policy
 

analyst, worked in Sudan during November 1984, 
reviewing and analyzing
 

available economic material and CIP files, discussing the changing operational
 

and policy context of the CIP 
with USAID officials, private entrepreneurs, the
 

GOS, other donors, And other scholars, and conducting end-use interviews with
 

CIP recipients. The entire USAID/Sudan was also involved in 
the evaluation,
 

and the team would particularly like to acknowledge the support of Dr. 
Thomas
 

Eighmy, the Mission's Evaluation Officer and the analytical effort of Ms.
 

Valerie Dickson-Horton.
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At one point it was hoped that an 
up-to-date, Input-Output Table of
 

Sudan's economy could be found 
to conduct 
a more in depth quantitative
 

analysis of the direct and 
indirect economic effects of 
the CIP program.
 

Unfortunately, the available Tables 
(a) are out of date (1958 and 1973) and
 

(b) could not be readily found. 
 The usefulness of this analytical tool 
can
 

not be over estimated for defining the 
optimal set of imported commodities and
 

the use of generated local currency. 
 Efforts to 
locate the old tables and
 

develop a more updated version must be given priority by the Mission and could
 

be an important component of the PAIP project of the Mission for 
use in
 

programming all actual and 
envisioned resources 
available to AID.
 

The Policy Context of the CIP
 

The Evolution of the Policy Context
 

This section analyzes the development of the specific policy reforms
 

embodied in 
the FY 1980 
to 84 CIPs in the larger development context facing
 

Sudan and it identifies those factors inherent to 
the CIP process that enhance
 

or constrain the prospects for effective policy change. 
 In 1979 the IMF began
 

a three-year economic stabilization program in Sudan to counteract the
 

declining trade balance and growing threat of repayment arrearages due 
to a
 

decline in export earnings. Production and export growth had 
slowed from the
 

levels achieved during the early seventies. 
The IMF with the agreement of the
 

GOS and the other donors, took 
the lead in specifiying the issues 
to be
 

addressed and in negotiating the conditions under which they would be
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remedied. To eliminate external arrears, the IMF helped to 
organize a
 

rescheduling of debt in November 1979, and permitted the GOS to draw down on
 

its Extended Fund Facility (EFF) on 
the basis of meeting annual targets for
 

increasing the 
rate of economic growth, limiting the inflation rate, and
 

holding down the current account deficit.
 

The strategy was based on efforts to 
increase cotton production for export
 

via the rehabilitation of the large irrigation schemes. 
Secondly, it was
 

expected that the completion of three new sugar mills in 1980 would lead to
 

substantial foreign exchange savings via import substitution. Finally, the
 

GOS planned to exploit its newly discovered oil deposits in the South. In
 

this fashion, the GOS hoped to alleviate its balance of payments problem and
 

remove the growing constraint to growth posed by foreign exchange shortages.
 

FY 1980 and 1981 CIP's
 

To contribute to 
this overall effort, AID initiated the Commodity Import
 

Program in FY 1980. The 1980 CIP was 
designed to overcome foreign exchange
 

constraints to 
the import of materials essential to the functioning of
 

productive sectors of the Sudanese economy. 
Second, currency proceeds from
 

the snle of the materials to end users was to be used to 
cover the local
 

cu:rency costs of GOS development projects. Third, the CIP was 
to evolve into
 

a mechanism to further policy dialogue designed to remedy particular policy
 

constraints in order to improve economic growth. In tic first year of the
 

program, 1980, no particular covenants were attached, other than those which
 

specified that the local currencies yinerated by the program must be 
set aside
 

in a special account for use on mutually agreed upQu projects (section 5.06)
 

and that periodic meetings be held (at least annually) between AID and the GOS
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to 
'discuss the status of the economy, associated economic issues and the
 

relationship of the AID program to those concerns (section 5.05).' 
 See Table
 

3.A for a further elaboration of the policy context in this early period of
 

the CIP.
 

A second CIP was developed and approved for FY 1981. 
 In terms of
 

policy-related covenants of PY 1980, there were no changes in the FY 1981
 

document with the exception that AID did require that the GOS take all
 

necessary steps to make available no less than 50% 
of the CIP to the private
 

sector.
 

At the end of 1981, the GOS again had serious problems in paying its debt
 

and the trade deficit had grown substantially. At that point, the IMP
 

terminated its three-year EPP agreement and began to prepare a program
 

involving one-year Standby Agreements in order to have more flexibility in
 

setting targets and motivating compliance in achieving those targets on 
the
 

part of the GOS. The assessment of the situation at the time gave the
 

Sudanese poor marks in almost all areas, 
even though the IMF acknowledged the
 

problems which were created by external factors such as sharp increases in
 
world energy prices and the huge influx of refugees into the southern part of
 

the country.
 

In particular, the IMP focussed on the inability of the GOS to obtain
 

increased production or productivity in either the cotton or sugar industries,
 

and that there were severe price distortions and inadequate management of the
 

public enterprises which operated the large irrigation schemes. 
Also, despite
 

a high level of inflation, the IMF thought that exchange rates had not been
 

sufficiently adjusted and prices on consumer commodities had not been
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increased enough to reflect world prices. 
 As a consequence, the GOS had 
to
 
sustain increasingly large subsidies and corresponding budgetary deficits that
 
constrained its ability to 
allocate resources to 
the urgently needed
 

rehabilitation efforts in the irrigated subsector of agriculture.
 

PY 1982 and 1983 CIP's
 

As a consequence of the poor economic performance in 1981 and IMF efforts
 
to engage the GOS in addressing the underlying problems, AID, via negotiations
 
on 
the FY 1982 CIP, requested that the GOS comply with all of the fiscal 
and
 
monetary targets of its agreement with the IMF as 
a condition for the release
 
of commodities from the AID program. 
 In a side letter of agreement, AID
 
requested specific policy changes for the first time in the CIP. 
 AID
 
continued with its insistence that the private sector receive an adequate
 
portion of the foreign exchange allocation (no less that 60%). 
 Moreover, it
 
asked that 
the GOS formulate d new private sector 
investment code to 
increase
 
levels of private sector investment. 
 In a related request, AID wanted the GOS
 
to review its policies designed to encourage Sudanese working abroad to remit
 
a larger share of their earnings to increase private sector 
investment.
 

Another important clause required the GOS to 
evaluate the efficiency of
 
public enterprises in the agricultural and agro-industrial sectors and phase
 
out those found to be inefficient. Finally it should be noted that 
the FY
 
1982 program marked the beginning of covenants which, in 1982, required that
 
at least 15% 
of grant proceeds be used for the procurement of agricultural
 

commodities or 
agricultural-related products from the U.S. (Article 6.a). 
 See
 

Table 3.B).
 

In related developments in the PL480, Title III program, AID had begun in
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1982 to focus on 
the issue of the GOS's budget deficit and the role of
 

consumer 
subsidies, particularly for bread. 
 AID's concern extended beyond the
 

issue of the deficit. 
 The direct budget subsidies to bread consumers had the
 

effect of reducing demand for, and hence consumption of, domestic wheat and
 

other coarse cereals (e.g. sorghum). 
 A series of studies were conducted under
 

the Agricultural Planning and Statistics Project which indicated that the
 

subsidies on wheat/bread had adverse production effects on 
domestic wheat.
 

Discussions with the GOS over the 
PL480 Program initiated the movement to
 

remove those subsidies to reduce GOS budget 
deficits and 
to begin to provide
 

increased incentives for domestic production. All 
bread price subsidies were
 

finally eliminated in mid-1983.
 

In January 1983, the Consultative Group for Sudan was convened in Paris by
 

account deficit through a combination of
 

the World Bank. (World Bank. Cons'iltative Group for Sudan. Chairman's 

Report on Proceedings; January 12-14, 1983. April 18, 1983] That meeting had 

been asked to cover the net current 

cash grants, commodity import programs, suppliers credits and normal bilateral
 

assistance in the form of project aid [development assistance]. 
 The
 

Consultative Group meeting was then 
followed by another debt rescheduling
 

meeting by the Club of Paris in February 1983 which rescheduled 100 percent of
 

principal payments and interest due 
that year. 
 From this series of meetings
 

emerged the 1983/84 Standby Agreement and the development of the Joint
 

Monitoring Committee (JMC) to be convened quarterly in Khartoum to review the
 

GOS' macro-economic performance 
and its development performance in the context
 

of the donor assisted Annual TYPIP. 
 It had been suggested that concerned
 

donors be included in the IMF's Country Implementation Reviews in which
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compliance with performance targets is assessed and initial determination
 
concerning quarterly draudowns on 
funds is made. 
 However, such coordination
 

was not institutionalized.
 

The 1983/84 Standby Agreement with the IMF set 
the overall framework for
 
macroeconomic policy changes. 
The Standby Agreement (SBA) established
 
conditions covering policies in the areas of production, domestic finance, the
 
GOS budget, and external financing levels. 
 In the agricultural sector, the
 
IMF asked for increased price levels to 
increase production of the major
 
traded crops. It sought to increaase the returns to cotton and peanut
 
production via the removal of export taxes and a devaluation of the Sudanese
 
pound, thereby enabling an 
increase in farmgate prices in the local currency.
 
In terms of domestic financial 
olicies, it requested the limitation of credit
 
to parastatals. 
Credit priority was given to 
irrigated agriculture which
 
contributed to foreign exchange earnings. 
 The GOS was instructed to reduce
 
consumer 
food subsidies and prevent the 
introduction of any new subsidies. 
 It
 
also discussed the wheat/bread subsidy and the foreign exchange subsidy
 
provided to pharmaceuticals. 
 The general thrust of all these policy reforms
 
was to move 
the GOS toward a free market foreign exchange rate policy which
 

would discourage imports and encourage exports.
 

AID's Pv 1983 CIP for the period to 
be covered by the 1983/84 Standby was
 
initially prepared in October and November, 1982 and approved in December
 
1982. 
 The PAAD for that Program provided the first specific, openly published
 
economic performance covenants and tied the release of 
the funds to compliance
 
with the IMP's SBA performance targets on a quarterly basis. 
 It made the
 
further point that *...earnest commitment to 
reform and rational planning are
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not enough," and 
then listed the 
same covenants required in 
the side-letter of
 

agreement for the 
FY 1982 Program. It proposed 
to link a... the allocation and 

disbursement of ESF funds and GOS progress toward improved management
 

performance.* 
 [FY 83 PAAD. pp. 10-11.]
 

The FY 1983 CIP called for the removal of the 
foreign exchange subsidy on
 

all GOS controlled 
imports except wheat flour and medicines. This covenant
 

was part of the 
IMF's Standby Agreement for that year and its 
inclusion in the
 

CIP covenants reflects a direct concern with budget deficits. 
 Its inclusion
 

also more accurately reflected USAID's increased concern over Sudan's
 

overvalued exchange 
rate and the divergence between the official and 
free
 

exchange rates.
 

The involvement of USAID 
in exchange rate policy via the CIP was 
an
 

expansion from the PL480 program policy dialogue. 
 FY 1983 marked an accelated
 

period of activity concerning the removal of 
subsidies on imported wheat and
 

the adjustment of exchange 
rates to 
enable increased farmgate price 
incentives
 

to farmers. These 
concerns followed naturally from USAID's FY 
1982 CDSS which
 

was designed to direct the program toward an 
emphasis on expanding production
 

in rainfed agriculture. 
 This program's focus 
was to have been reflected in
 

the allocation of CIP commodities and the use of 
local currency. (See below
 

for 
an analysis of actual CIP commodity allocations relative to 
the CDSS
 

objective. 
See pg- 76 and Table 15.)
 

GOS performance during the 
IMF 
1983/84 Standby Agreement (February 23,
 

1983 through February 22, 1984) did 
not meet the expectations of 
the IMF. One
 

critical measure 
of economic performance, GDP, declined by 2 percent despite
 

considerable increase in 
cotton output due 
to a fall in output in the rainfed
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agricultural sector caused by the increased severity of the drOUght. 
The
 
manufacturing sector continued to produce below capacity, although the sugar
 
industry output improved. Development of oil exports, a key hope for
 
alleviating the foreign exchange problem, was stopped by anti-government
 
attacks in the South soon after the government announced the policy to divide
 
the former Southern Region into three regions, rather than maintain it as one
 

region (June 1983).
 

Other major policy developments launced by the GOS in 1983 included the
 
announcement of Sharia law (September 1983) which has had 
an adverse affect on
 
domestic savings, investment, and capital accumulation and private sector
 
expansion. 
Also the Militaey Economic Board (MEB) was 
launched early in
 
1983. 
 This development has further complicated efforts to 
increase private
 
sector savings and investments. 
 (The impact of the MEB with respect to the
 
onjectives of the CIP program is discussed at 
various points below.)
 

On the positive side, the GOS sought to implement policies to further
 
expand cottcn production, limit budget deficits and credit expansion. 
 It also
 
established the terms of reference for the study of agricultural prices and a
 
comprehensive study of 
the industrial sector. 
 [JMC Quarterly Report, March
 
1984.] linally, in conjunction with the World Bank, 
it sought restructuring
 
of the textile industry while initiating some stop gap measures 
to ease the
 
severe liquidity prob'ems being faced by both 
the public and private sector
 

firms in 
the industry.
 

The FY 1984 CIP
 

In 1984, AID approved three CIPs, one similar to earlier rips, one for
 
cash and one establishing a fund for the 
importation of petroleum. 
The FY
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1984 CIPs represent a marked departure from the earlier CIPs in their
 

concentration on exchange rate reforms and in the development of a petroleum
 

import program aimed at rationalizing the existing import system. 
 It was
 

estimated that the petroleum CIP alone would result 
in sizeable foreign
 

exchange savings of about $60 
million per year. 
 The covenants to these three
 

agreements not only contain all of the previous CIP covenants, i.e.,
 

supporting the IMF standby agreement, local currency deposits and their
 

timing, including deposits by public sector organizations, but also 
a number
 

of additional specific items. 
 (See Table 3.C). The most important of these
 

covenants are defined below.
 

First, the GOS agreed to 
jointly undertake a study of the then 
current
 

75/25 Foreign Exchange R&te Formula governing the conversion of agricultural
 

export earnings. The purpose of the study was 
*to determine how production
 

and export incentives would be improved by increasing the proportion of
 

foreign exchange earnings converted into local currency at a higher foreign
 

exchange rate than the official exchange rate. 
 The GOS also pledged to change
 

its conversion regulations to 
permit peanut exporters to convert 50 percent of
 

their 1984/85 export procoeds at the legal commercial bank rate.
 

The FY 1984 CIP drew heavily on the analyses done for the PL480 Program.
 

Those analyses had revealed that the dual-tiered exchanged rate system also
 

provided an implicit subsidy to 
the importation of wheat and an 
implicit tax
 

on exporters of agricultural commodities. 
The studies revealed that merely
 

increasing the price of bread would not 
by itself damp, n the demand for
 

imported wheat. 
 The studies also found that 
in order to increase the
 

incentive to farmers to 
produce more wheat the producer price of wheat had to
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be increased to 
reflect the world producer price for wheat valued at the free
 

market exchange rate 
between Sudanese pounds and U.S. dollars.
 

Second, AID and 
the GOS agreed to eliminate the 15 percent discount 
on all
 

commodities financed via 
the CIP. 
 AID felt that the bank rate then current
 

was 
already a subsidized rate and 
that the 15 percent discount, originally put
 

in place to reduce the impact of 
the high dollar exchange rate, would only be
 

adding another level of unnecessary subsidy.
 

Attached to 
this covenant was the proviso that the GOS could request
 

analytic work on 
the effects of this 
measure under the newly created Policy
 

Analysis and Implementation Program. 
This project was supported by the the
 

same ESP monies that 
are the basis of the CIP.
 

Third, AID moved 
to further accent regional development by establishing a
 

Regional Development Support Fund based on 
the local currency generated by the
 

CIP. In line with its 
program emphases on agricultural development, and
 

particularly the development of rainfed agriculture, this Fund was 
to be
 

allocated to activities to 
increas agricultural production. 
 This regional
 

emphasis supported the overall 
initiative that AID has previously taken in the
 

Regional Finance and 
Planning Project and other programs and 
is consistent
 

with the 1982 CDSS.
 

Fourth, further emphasis on 
regional, rainfed-zone agriciltural
 

development was provided in another covenant. 
 'At least $7 million of imports
 

funded under 
this CIP shall be allocated 
to private production-oriented
 

enterprises which 
increase exports or 
substitute for imports...' These
 

enterprises must 
be outside of Khartoum Province, the Central Region and the
 

Port Sudan urban areas 
and 'at least 2 million of this 
sum shall be allocated
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to the southern regions.'
 

Additionally, *a local currency grant, sufficient to cover the counterpart
 

costs of this sum,' 
($7 million) -shall be jointly programmed by USAID and the
 

GOS for the Agricultural Bank of the Sudan and the Industrial Bank of the
 

Sudan...These funds shill be 
re-lent to private sector agricultural
 

enterprises according to standard ABS and IBS practices.' 
 Finally, the GOS is
 

to take steps to increase its lending operations through these two banks in
 

the three southern regions of the country.
 

Fifth, AID, as 
a condition for further disbursal of commodities to the
 

National Electric Corporation, asked that the NEC achieve significant
 

economies and substantially increase revenue collections.
 

Finally, in response to a marked increase 
in the role of the Military
 

Economic Board in the economy, AID declared that all MEB corporations,
 

subsidiaries, and joint ventures would be ineligible 
to import or transport
 

CIP commodities.
 

The major covenants of the FY 1984 
CIP reflect, above all, the Mission's
 

conclusion that it was critical to obtain a foreign exchange rate policy that
 

would provide the necessary price incentives to encourage agricultural
 

exports. The adequacy of the 75/25 conversion formula to stimulate production
 

had been questioned by USAID. An in-house study, among others, had
 

established the basis for this concern. 
 (See F. Winch and D. Martella, 1984.)
 

The Mission included this particular covenant despite the fact that the
 

lead role in macro-economic policy changes had, 
ti that point, been taken by
 

the IMF. According to 
a summary of the events leading to the development of
 

the PAAD, AID decided to initiate the macroeconomic policy dialogue on the
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formula with the GOS when it became evident 
to USAID/Sudan that the existing
 

Standby Agreement between the Fund and GOS was going to 
break down. Under
 
Article IV, of the Standby Agreement it is specified that, all dialogue 
ceases
 
when a government moves 
into a condition of arrears with the Fund. 
 The
 

Agreement did in fact 
break down in July, 1984 when the GOS formally became in
 

arrears to 
the fund.
 

Other covenants of the FY 1984 CIP largely reflect 
a continuing concern
 
with commodity allocations ta 
the private sector and particularly to the
 
agricultural private sector. 
 The regional focus appears for the first time in
 
this CIP to 
support other regional efforts in rainfed agricultural 
zones.
 

Local currency funds for re-lending would conceivably benefit the areas
 

covered by the Kordofan Regional Agricultural Grant Project.
 

USAID has clearly become fully involved with the macro-economic problems
 
facing Sudan. 
 The Mission haas gone a long way from a position of 
an annual
 
dialogue on 
AID's program in relation to the macro-economic situation and 
a
 
requirement that a local currency special account be established in FY 1980.
 
It has taken on basic macro-economic reform measures such as 
foreign exchange
 

rate policy, dealt with government budget subsidies, and 
a host of other
 
matters delineated above and included in Tables 3. A, B, and C. 
In addition,
 

its analytical support to 
the policy dialogue has uLcome increasingly
 

sophisticated and respected by the GOS and donor community, including the IMF,
 
despite the increasing possibility of a moribund patient 
- at least in the
 

short-run.
 

In the section which follows, 
a more detailed evaluation of the
 
effectiveness of the policy dialogue process is presented. 
 In this analysis,
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specific focus is placed on the extent to which policy reforms have been
 
implemenmted, given that covenents have been incorported into specific CIP
 

grant agreements since FY 1980.
 

Effectiveness of Covenants and Policy
 

Dialogue in Achieving Policy Reforms
 

Foreign Exchange Rate Policy
 

The CIP was successful in bringing about policy change in the important
 
area of the exchange rate formula and the general bank 
rate of exchange. In
 
October 1984, 
the Governor of the Bank of Sudan abolished the 75/25 exchange
 
rate formula for all crops except cotton and gum arabic, thus increasing the
 
effective exchange rate by nearly 48 percent. 
 The adjust-ment to the
 
commercial bank rate amounted to 16.7 percent (Winch, 1984). 
 This policy
 
change was 
directly brought about by the analyses done under the initiative of
 
the PL480 program and by the inclusion of covenants 
to change the exchange
 

rate formula 
in the FY 1984 CIP. USAID/Sudan took the unusual step of
 
becoming involved in macroeconomic policy issues because of the breakdown of
 
the IMP standby agreement and because it had developed the economic rationale
 

in a series of studies.
 

These policy changes served USAID's wider program objective of stimulating
 
agriculture, and particularly export agriculture, by removing distortions to
 
the pricing system. 
The exchange rate formula changes followed on
 
modifications 
in the prices of bread and wheat 
flour which had been part of
 
the self-help measures 
of the PL480 program. Thus, as one 
of the several
 

policy dialogue tools available to 
the Mission, the CIP provided important
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complementarity to the process of adjusting price distortions. 
 These actions
 
affected the export economy in providing additional incentives to producers;
 
continuing devaluations also help to 
reduce implicit subsidies to items
 

imported by the GOS.
 

In the PL480 Title III program, USAID had begun to 
focus on 
the issue of
 
the GOS's budget deficit and the role of 
consumer subsidies, particularly for
 
bread. 
 USAID's concern extended beyond the 
issue of the deficit. The
 
subsidies to bread 
consumers had 
the effect of increasing the demand for, 
and
 
hence co.d,:nption of, 
low cost imported wheat and reduce the demand for other
 
coarse cereals, eg. sorghum. 
 In addttion, studies were conducted under the
 
aegis of 
the Agricultural Planning and Statistics Project which indicated that
 
the subsidies to wheat/bread lead to production disincentives with respect to
 
domestic wheat. 
 The PL 480 Program moved to 
remove those subsidies and to
 
raise the domestic producer price. 
 Both reforms were accomplished by 1984.
 

The FY 
1983 CIP called for 
the removal of the foreign exchange subsidy on
 
all GOS-controlled imports except wheat 
flour and medicines. 
This covenant
 
was part of the IMF's Standby Agreement for that 
year and its inclusion in the
 
CIP covenants reflects 
a direct 
concern with budget deficits. But, it more
 
accurately reflects the Mission's increasing concern over Sudan's overvalued
 
exchange rate and the divergence between the official and free exchange rates,
 
both of which were hurting Sudn in Lhe world market. 
 At the end of 1983 in
 
preparing for the next 
CIP PAAD, the Mission felt that 
the foreign exchange
 
rate issue area was 
of paramount importance. Movement on this issue was a
 
principal item 
on the IMF agenda when the SBA was 
suspended. In 
a review of
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USAID's involvement in macroeconomic policy issues, Fred Winch, the Associate
 

Director for Economic Policy and Program, describes the Mission's feelings at
 

the time, based on analyses done to that point.
 

*Identification and analysis of 
implicit foreign exchange rate
 
subsidies on 
imported wheat and petroleum, and the fact that the

overvalued exchange rate 
was built into the pricing of domestically

produced commodities forced us to 
deal with the major macro-price

directing the economy (i.e., 
the exchange rate). 
 Sudan could never
achieve realistic import parity pricing, improve the structure of

economic incentives, and direct 
resources to their most efficient use

without adjusting its overvalued exchange rate.* 
(Pg 17, Winch, 1984)
 

The FY 1984 
CIP drew heavily on the analyses done for the PL480 Program.
 

The studies revealed the need to 
improve the financial incentives to wheat
 

producers. 
Those analyses had also revealed that 
the dual-tiered exchange
 

rate system also provided an 
implicit subsidy to the importation of wheat and
 

an implicit tax on 
exporters of agricultural commodities through the
 

denomination of export earnings at 
dn exchange rate well below the commercial
 

bank rate.
 

With the impending collapse of the IMF 1983/1984 SBA, USAID moved to
 

become involved in the exchange rate issue 
in its CIP to pick up on the
 

important policy issues that would be left hanging if the GOS went into
 

arrears with the IMP. Discussions were held with the COS which indicated that
 

the Bank of Sudan was considering a number of exchange rate adjustments.
 

USAID proposed to focus on the 75/25 conversion formula to eliminate price
 

distortions in the agricultural sector. 
 USAID carried out an internal
 

analysis of the formula as 
the basis for further discussion. (F.E. Winch and
 

D. Martella, "An Evaluation of Sudan's 75/25 Foreign Exchange Rate Formula.'
 

October 1984).
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Several important conclusions emerged from the study. 
 According to
 

Winch's review of the analysis:
 

*If the government were to abandon the foreign exchange rate
conversion formula and price commodities and imported inputs

international prices as 

at
 
reflected by a more appropriate exchange
rate, present implicit foreign exchange rate subsidies on imported
inputs and the implicit taxes on commodity import p ices could be
eliminated, and at 
the same time provide attractiv. prices to
 

farmers.' (pp. 23, Winch, 1984).
 

As a result 
of this study, the GOS moved quickly to alter exchange rate
 

policy. 
 The policy change resulted in substantial increases in production
 

incentives. Movement is expected to unify the rate 
for all crops and to pcrce
 

imported inputs at imported parity instead of the lower 
rate.
 

Public Enterprise Reform
 

The GOS pledged to make 
two policy chanCds according to the FY 1982 and
 

1983 CIP Agreements:
 

-
Review the management of public enterprises in the agricultural and
 
agro-industrial sectors, and
 

- Make progress in phasing out 
inefficient public enterprises with

first priority in the agricultural sector...
 

The policy actions required to satisfy this covenant seem never 
to have been
 

spelled out 
by USAID in any particular analytic document 
such as those done
 

for the exchange rate formula. 
 Therefore, USAID's expectations remained
 

general.
 

Public enterprise reform has occurred primarily as 
a result of World Bank
 

activities. 
 For example, the Bank has made progress in reducing budget
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subsidies to 
the major agricultural parastatals, i.e., 
the Rahad and Gezira
 

irrigation schemes. 
 This progress was largely accomplished under the auspices
 

of the Bank's Agricultural Rehabilitation Program.
 

Other policy progress involved 
the removal of user subsidies for land and
 

water supplies and the privatization of a significant proportion of the
 

irrigated holdings. The GOS promulgated a deree in January, 1984 that put
 

small scale White and Blue Nile irrigation operations under the control of the
 

private sector, and medium scale operations under private or 
company ownership
 

in joint ventures with the government of the Central Region. 
 There continued
 

to be stronger emphasis on physical rehabilitation than on management
 

restructuring in 
the irrigation schemes. 
While this evaluation has not 
been
 

able to review the detailed record of the GOS 
in the area of management
 

improvement of 
the public agricultural enterprises, it 
is important to note
 

that the issues raised in 
the FY 1983 CIP are 
to be found in the Second PPPED
 

prepared in October 
1983 in 
preparation for the Consultative Group Meeting
 

held in 
January 1984 [GOS, PPPED-II, October 19831. Review of the JMC
 

documents show that 
these issues continued to 
be discusses throughout the year.
 

Other public enterprise policy 
reforms have also been undertaken by the
 

GOS. First, the GOS has 
acted to put 
Sudan Airways, the 
new sugar mills and
 

several of the textile firms 
onto private sector regimes. Cotton, textiles,
 

and sugar parastatals were reincorporated -,der the Company Act in early
 

1984. 
 Some limited financial restructuring occurred during 
that period making
 

some firms ineligible for direct 
lines of credit for the purchase of cotton
 

and sugarfeedstock for processing.
 

Second, progress in reviewing the 
financial performance of the sugar
 

-28



industry has also taken place 
under the World Bank's programs. Overall
 

performance has been greatly improved and there have been considerable savings
 
of foreign exchange because of 
increased sugar production. Finally, the
 
textile industry has been 
subjected to 
certain reforms to 
the degree that the
 

GOS has cut off direct treasury subsidies to privateli owned 
textile mills.
 

While the privatization of 
the irrigation schemes is 
significant, there is
 
reasonable doubt 
concerning the ability of 
the other 
recently privatized firms
 

to remain 
in the private sector in any but 
the legal sense. It 
is not
 

possible to assess the 
degree of 
direct treasury support 
for these ti 

because their acounts do not 
appear 
on the GOS budgec. However, it is highly
 

probable that they 
are 
all highly illiquid, as 
is true throughout the private
 

sector, because of government-created high cost structures and 
restrictive
 

price policies. 
 (See section V.B 
for analysis of the 
impact of 
these policies
 

on a particular private textile 
firm.)
 

In terms of further restructuring the parastatal sector, the GOS only
 

recently announced at 
the September 1984 Joint Monitoring Comittee (JMC)
 

meeting that 
it had established a panel 
to review the public enterprise
 

sector. However, the World Bank work on 
the textile industry, initiated in
 

1981, is only 
now getting underway. Further, rapid growth of 
the MEB since
 

its formation in 1983 
has led 
to the assessment 
by AID that the public
 

enterprise sector was 
continuing 
to grow at the rate of 
25 percent per year, 
a
 

rate far higher than that 
for the private sector.
 

In general, public enterprise reform has 
not been 
an area of highly
 
visible activity on 
the part of USAID, with good 
reason. Firstly, the GOS has
 

expressed its 
intent to 
insure the proper functioning of 
the public sector and
 

has moved 
to make some significant management 
reforms. 
 At the same time,
 

President Nimeiri has expressed his commitment to maintaining the preeminent
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1982 

position of the parastatals in the economy 
(see Dunlop, PL480 Evaluation, pp.
 

18-19). Secondly, the World Bank has largely been taking the lead in this
 

policy area, 
and particularly 
so 
in the area of agricultural parastatals.
 

Finally, the GOS and the donors, while agreeing on 
removing budget subsidies
 

to parastatals, have not been able 
to readily agree 
on a more general movement
 

to privatization or 
on measures to increase the levels of private 
investment.
 

Under AID policy guidelines, USAID/Sudan chose to work 
in policy areas that
 

would develop private 
sector initiatives within Sudan 
rather than to work on
 

improving the performance of public 
sector enterprises. 
(See further
 

discussion below.)
 

Private Sector Development
 

USAID has consistently attempted 
to assist the private sector through the
 

chanelling of 
a portion of CIP commodities to 
the private sector. Its
 

attempts to directly 
insure allocation of sufficient foreign exchange to the
 

private 
sector through its 
own program were accompanied by several policy
 

initiatives. 
 First, 
in the FY 1981 and 
1982 CIP agreements, covenants were
 

specified which reserved minimum shares 
(50 percent and 60 percent
 

respectively) of 
the available foreign exchange via the 
CIP. Second, the FY
 

and FY 1983 CIPs included a covenant 
to review the functioning of the
 

foreign exchange and 
import licensing system to 
see 
that the private sector
 

was adequately served. 
 Third, the FY 
1983 CIP specified that 
 7 million of
 

CIP imports go to private sector firms 
that increase exports or 
substitute for
 

imports and that $2 million of 
local currency proceeds go to 
the establishment
 

of a loan fund for private sector agricultural enterprises through the
 

agricultural 
and industrial banks.
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AID began to 
move from the posture of simply supporting the IMF program
 

and moved toward a more active role in the allocation of funds and the change
 

of policies that constrained growth. It inevitably became involved in making
 

judgements about the kind and amount of capital assistance that would
 

effectively lead to increased economic growth and foreigh exchange earnings.
 

However, as is presented later (Section III), 
even 
in its own CIP, AID was not
 

able to 
allocate targetted percentages of the CIP to 
the private sector as it
 

planned to 
in the PAADs. In all years the differences between planned and
 

actual allocations 
is considerable.
 

In addition, as is discussed in Section IV of 
this evaluation, the process
 

through which USAID has attempted to allocate commodities from the CIP to
 

priority industries and sectors has evolved considerably since 1980. 
 The
 

Commodity Aid Committee (CAC) has only recently been organized (late 1983) and
 

consolidated to permit 
the centralization of all 
requests for commodity
 

assistance. However, 
whether the CAC can operate to effectively allocate
 

foreign exchange on an economically efficient basis to 
the private sector or
 

to rainfed agriculture remains to be 
seen particularly without direct private
 

sector representation on 
the committee. Private 
sector representations were
 

required 
in the FY 1984 CIP.
 

Since its organization in 1983, 
the CAC sought to strengthen its
 

capacities to 
develop a priority listing of commodities to be imported under
 

the various 
Import programs. This prioritization is very important since the
 

CAC has received over $300 
million of commodity requests for 
FY 1984. Since
 

an 
increasing share of donor aasistance is available 
to Sudan on a commodity
 

import basis 
from various donors, the CAC's decision making capacity with
 

respect to the priority use 
of these resources is of considerable importance
 

-31



to the economy. It appears that the analytical ability of this unit, in
 

coordination with other parts of 
the GOS and the private sector is currently
 

too thin to be able to master this situation. USAID can assist the CAC by
 

using some of its local currency and funds from the Policy Analysis and
 

Implementation Project and the Agricultural Planning and Statistics 
Project to
 

perfcam some of the analysis needed 
to make sound allocative decisions, as
 

long as foreign exchange icarcity persists. These analyses would both
 

incorporate private and public uses of foreign exchange commodities made
 

available via the CIP and other similar biolateral programs.
 

USAID has also attempted to increase the level of total private capital
 

formation. To do this the FY 1982-1983 CIPs requested the GOS to: formulate
 

a new investment code that would encourage increased levels of 
private sector
 

investment. This initiative was directly supported by the donor community at
 

the Consulting Group meeting in Paris in December 1983.
 

Despite this agreement there has been no new investment code. A Ministry
 

of Finance committee hau been established to examine means to encourage
 

private sector investment. In addition, the GOS's fourth TYPIP included a
 

section on encouraging private iector devlopment which 
can hardly be said to
 

constitute a major program emphasis (GO Prospects, Programs and Policies for
 

Economic Development, 1983/84-1985/1986).
 

Moreover, the holdings of 
the MES have greatly expanded and Sharia Law has
 

altered existing business and banking !aws. Both actions act to worsen the
 

climate for private sector investment (Carey Gordon, "The Impact of Islamic
 

Sharia and the State of Emergency 
in the Economy of Sudan, 1984.). The
 

enlargement of the public sector enterprise under the aegis ot the MEB, and
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the possibility that they would command 
a larger portion of the available
 

foreign exchange for imports, led USAID, in 
its FY 1984 CIp, to specify that
 

MEB corporations were ineligible to import or transport CIP 
commodities.
 

Although private sector assistance And policy change has been 
 recurrent
 

theme of CIP initiatives, there 
has been only very slight movement of the GOS
 

toward creating a more supportive economic and 
legal environment for
 

business. As of Novemoer 
1984 USAID has chosen to principally act in the area
 

of removing price distortions rather 
than in removing legal constraints to
 

private sector development. 
Since Sudan's rconomy is highly dependent on
 

agriculture, USAID's focus 
on pricing issues is 
wise. The resolution of these
 

issues clearly predicate any movement to a market 
econmy which is the
 

necessary condition for business development. However, the present trend in
 

the growth of 
the MEB may act as a serious constraint t) any sustained private
 

sector growth.
 

Beyond foreign exchange rate policy that the CIP is 
currently
 

confronting, there 
are a number of other COS policies that influence input
 

and output prices in all sectors, 
including agriculture and manufacturing. In
 

the manufacturing sector for 
example, the government has established policies
 

which (a) control 
output prices and profit margins; (b) specify minimum wages;
 

(c) make it difficult for firms to 
fire workers once hired, 
even if production
 

slumps due to a reduction in demand; 
and (d), created uncertainty about taxes,
 

interest payments, and whether the 
limited liability corporate form is still
 

legal via the enactment of sharia law. 
 These policies have created an
 

untenable situation for many firms, and a number 
are caught in a cost-price
 

squeeze that puts them in a position of barely being able to 
cover variable
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squeeze that puts them in 
a position of barely being able to 
cover variable
 

costs. (See Section V.B for 
a further analysis of the reaction of 
one firm
 

caught in this situation.)
 

To conclude, while USAID has supported private sector developments via the
 
policy covenents here-to-fore incorporated into the CIP's since FY 1981, 
there
 
remain many specific hurdles to overcome before a vibrant private sector will
 
materialize in Sudan. 
Certainly a private sector exists 
in rainfed
 

agriculture. 
USAID has supported a number of macro-economic policy changes
 
which is conducive to private producers in rainfed agriculture and the FY 1984
 
CIPs covenents further support the rainfed sector. 
 Considerable work remains
 

to be done to improve the private business climate in other sectors.
 

Rainfed Agriculture and Regional Development
 

In the 1983 and 1984 CIPs, there is a programmatic focus toward rainfed
 
agricultural and regional development. 
The change in Mission program focus
 
was 
to have been reflected in the allocation of CIP commodities and the 
use of
 
local currency. 
The emphasis however differed from the GOS's investment
 

budget as stated in the Annual TYPIP in that 
the GOS investment plan called
 

for most of the agricultural investment to go to the 
rehabilitation of the
 
irrigation schemes. 
 Since the schemes were perceived as 
the major source of
 
foreign exchange. 
As foreign exchange generation was one of 
the critical
 

needs of the economy the other members of the donor 
community had also agreed
 

to the priority given to 
investment in irricated rehabilitation.
 

Simultaneously with this increased emphasis 
on rainfed agriculture after
 
the 1982 CDSS, there was an increased emphasis 
on regional development in the
 

-34



context of 
the new sectoral programming under 
regular development assistance.
 

While AID has programmed considerable resources 
for use in the western and
 

southern regions of the country, the efforts to move 
the GOS allocative
 

process in that direction has not 
been clearly successfl. Although the CIP
 
was not directly tied to 
achieving a change in investment allocations by the
 
GOS, it is notable that at 
the level of policy dialogue created by the CIP,
 
the issue of investment allocation to 
the other regions is not specifically
 

dealth with. 
 It was not until later in 1983 that 
the issue of regional
 

investment policy really comes 
to the fore in the discussions of the
 
Consultative Group (CG) or the Joint Monitoring Committee (JMC) discussions
 

with the C3S.
 

Expansion of CIP allocations to rainfed 
zones will again depend largely on
 
the effectiveness of the CAAC and the viability of the Regional Development
 

Funds to be established in the 1984 CIP. 
 Moreover, hostilities in the
 

southern regions and the political impasse over revenue sharing between the
 
central government and those administrative units effectively blocks movement
 

of CIP resources to 
those areas.
 

Conclusions
 

The policy dialogue process associated with the CIP in Sudan has evolved
 
through three phases. During the first two 
years, the level of dialogue waa
 
minimal and the covenents reflected little policy initiative. was only in
It 


FY 1982 that the CIP negotiations began to address significant macro-economic
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policy issues. 
 Its initial foray, however, was 
largely one of supporting the
 
IMF's efforts 
to obtain policy changes via the conditions embodied in the
 

annual Standby Agreements. 
 Those conditions included the restriction of
 

demand, the expansion of 
exports and the limitation of GOS's budgetary deficit.
 

It was only in PY 1984 that USAID has begun to take a more independent and
 

according to some, a leadership position in the policy dialogue 
area.
 

Beginning with the FY 1984 PAAD and Letters of Agreement, USAID's policy
 

dialogue began to concentrate 
on the more limited, but also more central
 

policy concerning foreign exchange. 
The Mission concluded that the existing
 

policy limited the incentives to agricultural produceors of export products.
 

Through the funds made available for analytic studies in the PL 480 Program
 

and the CIP, AID was able to analytically make the case for modification of
 

the foreign exchange rate conversion formula. 
This modification resulted in
 

positive price incentives to the agricultural sector. Additionally, the
 

exchange rate reforms moved the GOS closer to 
import parity pricing for
 

agricultural imports, thus 
reducing subsidies.
 

The general conclusion is that as 
USAID moved toward a more analytically
 

justifiable and perhaps 
more focussed set of policy changes it became more
 

effective in achieving policy reform. 
 In FY 1984 the policy reform component
 

of the CIP became more focussed on 
the foreign exchange rate formula and this
 

policy change initiative was supported by the presence of an 
active Mission
 

economic staff that was 
able to prepare the necessary analytic documents to
 

support the policy change initiative.
 

With respect to the private sector policy initiatives, USAID was 
less than
 

successful. 
 Its efforts to bolster the private sector through the development
 

of 
a new private sector investment code have yet to 
bear fruit. Moreover,
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there are strong indications that the anti-private sector biases of the GOS
 

are becoming stronger. However, efforts by all donors to move more of the
 

agricultural sector 
to private sector control have been successful. Actual
 

commodity imports allocations from the CIP have generally not gone in the
 

direction that would have supported the policy change initiatives. (See
 

Section III) 
 However, to the extent that basic infrastructure 
in the power
 

and transport sections were supported, the private sector benefitted.
 

Efforts to 
direct commodities or 
local currencies to 
the private sector
 

must necessarily be complemented by changes 
in policies affecting the
 

functioning of 
eaterprises. 
 Pricing regimes, wage laws, banking laws and
 

corporate regulations 
are among the business policy areas 
to be reviewed.
 

Further, if 
USAID would like to 
see an increase by private sector 
investment,
 

considerable attention must be 
redirected at the policies affecting the
 

investment climate. 
 Studies to ascertain the size use 
of remittances
 

represent a useful first step in 
this regard. Similarly the set 
of policy
 

studies 
launched by the Princeton Group will provide a foundation for improved
 

and policy development in 
this important area.
 

In summary, in order 
to support ongoing and future policy dialogue, USAID
 

should continue to strongly support 
the set of analytical policy studies
 

inititiated through the Agricultural Planning and Statistics project and the
 

Policy Analysis and Implementation project. 
 The studies done under these
 

projects have permitted the Mission to 
move point-by-point through a policy
 

change process by providiain 
the analytic justification for reform. This
 

process, and the considerable analytic,capacity of the USAID staff, have
 

greatly enhanced the credibility of USAID as a negotiating partner 
in policy
 

change.
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The maintenance of resident USAID capability to 
identify the technical
 

bases for and direction of policy change is important for delineating future
 

policy initiatives to build 
on 
those already concluded. 
As USAID continues in
 

areas of parastatal reform and a series of policy changes affecting
 

agriculture, this policy management capacity will remain critical. 
Moreover,
 

the capacity of the GOS to increasingly manage policy change must be addressed
 

within the 
context of the CIP and similar non-project assistance programs. 
 In
 

this regard the CAC analytical capacity must 
be improved.
 

Finally at the Consultative Group Level, it appears evident that the
 

Mission and the donor community in general will have to 
use their combined
 

analytic capabilities to identify next steps in the policy change process.
 

Given the above review 
.f policy issues, it is important that for USAID to
 

successully remove 
constraints facing the dryland agriculture sub-sector, a
 

long-run plan must be developed, both in terms of the necessary policy issues
 

to be addressed as well as 
the technical and implementation constraints which
 

must be overcome.
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The Economic Impact of the CIP
 

Macroeconomic Effects
 

Structural Adjustment Process
 

Sudan's economy has undergone substantial structural change since
 
independence. 
Table 4 depicts the trends in that change. 
These data show
 
that until the first major oil price rise in 1973, 
the economy was basically
 
in balance, with aggregate demand (consumption plus investment) nearly being
 
equal 
to aggregate supply (GDP) and with a corresponding 


imbalance and, by FY 1975, demand was greater than production
 

near equilibrium in 
the trade balance. However, in FY 1974, the country began to develop a 
serious resource 

(supply) by about 11.4 percent.
 

The structural imbalance peaked in PY 1982 at 
nearly 18 percent of GDP and
 
has declined to an estimated, but still high level of 
13.8 percent. Most of
 
the reduction in demand has occurred due 
to a substantial drop in real gross
 
fixed capital investment by about 
8 percent during PY 1984. 
 The related trade
 
imbalance has also narrowed due 
to a decline in real 
imports in FY 1984 by
 
about 10 percent and an 
increase 
in real 
exports by about 17 percent. Thus,
 
while Sudan's economy has not 
regained structural equilibrium, the trend of
 
the last two 
years is positive and reflects a certain degree of policy reform
 
success. 
 These gains, however, must be tempered by the fact that per capita
 
incomes have declined during the decade of 
the 1980's. In addition, the
 
present drought in Sudan, 
in conjun:tion with political and economic problems
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Tabla 4: T-ends in the Composition of ARRresgate Demand and
 

Supply In Sudan, 1958 
- 1983 

(Hl: LS.. Current LS)
Item 2.
Year: 1956 1964 
 1910 FT 1915 FT 1980 1FT 1982 FE 1983 Ft 1984
 

Private Ccnsumption 
 216.; 361.4 419.1 
 1210.4 3201.1 6424.2 
 3072.7 8957.4 
Pulblc Corsumptiun 
 23.0 47.9 147.1 207.8 636.0 
 960.0 1229.0 
 1537.4


I Consumption - Total 290.7 409.3 
 626.8 118.2 
 3837.1 7384.2 9301.7 
 10494.3
 
11 Cross Fixed Capital Formatin
 

(Public and Private Investment) 43.1 
 69.5 69.7 
 265.1 
 735.0 1161.0 1399.0
1M1 1674.0
Domestic Demand (1&ll) (Absorption) 333.8 478.8 
 696.5 1633.3 4572.1 8545.2 
 10700.7 
 12161.3
 
IV GDP (Aggregate Supply) 
 329.0 464.1 701.5 
 1510.3 4122.6 
 7246.1 
 9222.2 10693.1
 
V Resource Balance (RB) + (IV-IiI) 
 - 4.8 -24.7 
 5.0 -172.5 
 -449.5 -1299.1 -1478.5 
 -1475.7
 

2 of Total CDP 
 1.5 3.2 
 0.7 11.4 10.9 17.9 16.0 
 13.8

VI Exports 64.6 90.3 113.2 183.4 
 469.1 
 626.0 1030.7 
 1517.7


VII Imports 
 76.2 104.9 108.2 355.9 
 913.6 
 1925.1 3509.2 2993.4
 
VIII Trade Balance (VI-VII) 
 -11.6 -24.6 
 5.0 -172.5 -449.5 
 -1299.1 
 -2418.5 -4175.7
 

NOTE: 
 I/ Est. from data presented in Table 3.3. p. 105. Hiniastrv of
a"d Policies for Economic Develoent 9 

Finance & Economic Planning (Planning). Prospects rrogramzes-I1. 1 3/84-198S/86. (Khartoum. COS. Oct. 1983) and Tables 3.5STudan: Tords an Uncertain Future. Draft Paper. July 26. 
and 3.10. World Bank. 

1984. 
SOCRCES: 1958-76 - IHF. Int'l Financial Statistics Yearbook. Washington DC. 1982


1980 -
 World Bank. Investing for Stnilization and Structural Change. Report 03551a-SU. Feb. 16. 1982
19,0-83 -
 World Bank, Sudan Pricn 
Policies & ttrt.ctu,-; Basances. Vol. 11 Statistical Annex., Report D4523a-SU
(Washlngton F.C.. WcTrld s'an .:0 



facing many of its neighbors which has led 
to many e:ople taking refuge in
 
Sudan, places further pressures on Sudan's economy which has just begun the
 
process of being restructured. In addition, more rapid capital flight since
 
the enactment of Sharia Law in September 1983 and particularly since mid 1984
 
has further exacerbated efforts 
to successfully restructure the economy via
 

the expansion of private sector 
production in all 
sectors.
 

CIP's Role in the Economy of Sudan
 

(i) Balance of Payments Support
 

A principal role of the CIP is to provide balance of payments and/or
 
government financial support. 
A major component of the balance of payments is
 
the trade balance, i.e., 
exports minus imports. 
 In Table 5 data are presented
 
to 
show the trend in Sudan's trade balance since 1960 and the share which the
 
CIP has financed since 1980 in terms of total 
imports and the trade balance.
 
The data show that the CIP share of total imports was between two and five
 
percent and the negative balance of trade has varied between 3 and nearly 9
 
percent over 
the 1980-83 period. 
 From these 
two macro perspectives the CIP
 
program has made only marginal contributions to 
financing the country's trade
 

imbalance.
 

Further, an 
Table 6 shows, while the CIP is intended to be quick
 
disbursing, and 
some undoubtedly is, e.g., 
the cash grants as presented above
 

in Table 1 (see introductory section), 
the time between the signing of a CIP
 
grant agreement and full disbursement is between three and four years. 
 Thus,
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Table 5: Balance of Trade And C[P' Ro!e in rnancing
 
the sap. l I)-L;*l LS mill::

(1) (2) (3) (4) '3 

C1I1 z C111 
Year Total 

Exports 
Total 
Imports 

Trade 
Balance 

Financing of 
Imports 

% CIP Financing 
of Total Fxport: 

Financing 
Trade Balan 

(4) z(2) (4) - (3) 

1960 63.4 56.9 6.5 

1965 68.0 64.5 3.5 

1970 103,9 89.4 24.5 

71 114.4 115.4 -1.0 -

72 124.4 117.9 6.5 -

73 151.2 151.8 0.4 -

74 122.0 247.5 -125.5 -

75 152.5 359.9 -207.4 -

76 193.0 341.4 -148.4 -

77 230.0 376.5 -146.3 -

78 195.6 449.5 -253.9 -

79 232.7 471.3 -244.6 -

80 271.3 788.2 -516.9 24.52 3.11 4.74 
81 357.0 866.7 -509.7 15.64 1.80 3.07 
82 483.1 1,213.8 -730.7 65.67 5.41 8.99 
83 810.7 1,760.9 -950.2 68.53 3.39 7.21 
84 26.38 9mths. NA 

Sources: Bank of Sudan Annual Renort; IMF, 
International Financial
 
Statistics 
Yearbook, 1984 and USAID, Internal Iemoranda.
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Table 6: 	 Actual Disbursement from Sudan's Set of CIP Grant
 
Agreements as of November 1, 19841
 

In %illion 	LS
 

Year CIP (1) CIP (2) CIP (3) CIP (4) CIP (5) Total CIP 
FY 1980 FY 1981 FY 1982 FY 1983 FY 19842 Imports 

1980 24.52 24.52 

1981 13.77 1.87 15.64 

1982 1.57 39.09 25.01 65.67 

1983 6.37 37.50 24.66 68.53 

1984 9 mths 2.11 7.52 16.75 26.38 

Total 
Di3burse
ments 39.86 4.44 70.03 41.41 0.0 200.73 

Note: (1) 	Actual disbursements by importer occurs at the point of commodity
 
imported into Sudan.
 

(2) 	Agreement signed but full disbursement authorization had not yet
 
been provided.
 



until several CIP agreements 
are in place, the actual importation of goods 
i5
 

considerably less than 
the authorized amoint of 
a given fiscal year CIP
 

agreement.
 

(ii) A Disaggregated Analysis
 

While aggregate data presented in Table 5 suggest that the CIP
 

contribution 
to overall 
balance of payments support via import financing has
 
been relatively modest, there 
are other ways to consider the nature of 
its
 

contribution. 
 A more lisaggregated and inter-industrial perspective is
 

instructive. A disaggregated analysis of 
imports financed via the CIP is
 

presented in Table 7. 
This anal~sis provides the foil by which 
one can
 

consider the inter-industrial economic impact of the CIP program.
 

Table 7 provides detail regarding the structure and timing 
of imports
 

financed via 
the CIP. 
 First, about two-thirds of 
the $150 million of CIP
 
financed imports 
over the 
FY 80-84 period arrived in FY 82 and 
83. Second,
 

during the first 
two years, 
FY 80 and 1981, consumption items 
in the form of
 

food and tallow were the principle items imported. 
 Capital items in the form
 
of machinery (agricultural implements) and equipment and other manufactured
 

goods such as 
tools began to enter in FY 1982. Transport equipment and
 

related spare parts of all 
types, with the possible exception of aircrift
 

spare parts for Sudan Air, 
were 
relatively under represented. Finally, the
 

data suggest that intermediate items such as 
jute bags and baling hoops,
 

necessary oftr 
the exportation of cotton and other agricultural commodities,
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Year vY'.' 
Am' 

i 
of 

17 
Amt.% of 

1..9 6 Z 
of 

1?63 F'' 

.0tal ot Total Toa ______ 1 7-

Wneat 

Otn er 

I 

9.Food-Wneat9.9 

99.9 -_ 

-

I, 

-3- -

_.9 

29.2 55.6 
29.9 -9! 

1.eo'e., 

Ne 

-

Ii. Crude 

Maialste a 

- 14.0 71.1 11.0 22.8 5.4 10.0 0.1 0.6 30.5 2C. 

Tallow - 12. I - 10.9 - 5.1 .8. 

Other - - -1.8 0.1 - 0.3 0.1l - 2.3 -

II. Textiles-

V. Chemicals - -

-

-

1.6 3.3 
I 

4.5 9.3 

0.5 

6.2 

0.q 

11.5 

0l.5 I 
0.9 

2.1 

1. 

1.4 

7..3 

Fertilizer , - - 3.4 -- 3.4 -

Medical - - - - 1.2 - 0.5 - - 1 

Ind. Chem. - - - 3.3 - 2.3 0.9 6.5 

V Mfd. Goods 2.5 18.2 3.4 17.3 10.5 21.' 3.5 16.5 11.4 66.7 31.3 22.5 

Jute Bags - - - 4.8 0.5 - 7.0 - 2. 

Baling Hoops 2.5 - 2.0 - - 2.0 6 I.5 

Otner(,.ools) 3.4 - 3.7 - 3.0 - 2.4 - 5 

' ach. & Equi P 1.2 8.8 0.9 4.6 17.4 36.0 6.8 12.6 4.6 26.9 31.2 22.3 

j. or Ag 
Processing - - 0.5 - 10.9 - 4.6 - 0.8f - 16.8 -

Elec. Power .. 5.0 - 2.9 79 -

)tner 1.2 - 0.4 1.5 - 2.2 0.9 - 5.2 -

;'.Transport 
Equipment 

C1e 
WelliclIes 
Spares; 

1e 

0.1 0.7 
1 
1.4 

0.2 

7.1 

-

3. 3 

0.8 

6.6 

, -

1 ,5 

0.4 

2.8 6. 

1. 

4. 
1 

I 

?all Spares 0.1 - 0.5 - 0.2 - - - 0.8 

Aircraft 
Sparess .. 1.0 - 1.q- - - 2.1 -

Other 

TOTAL 

0.7 -

:i13.7 Ji]OO~ ?d~.----.-- 19 .0 

1.3 

-8.3 -0 

- -

5 10053,,-- -0 

-

17 .1 107. I 100? 
1.9 

152.8 

-

101 

Source: Appendix Tarle C:2 
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and industrial cnemicals 
and spare parts roceivPd gretej -mphasis to4ar,' tne 
latter years 
of the FY 80-84 period. :n FY 
1984 these i port litegories
 

Comprised up 
to 'wo-tnirds of 
all imports financed ':a tnI 
 . is snare is 
'ndouotedly larger 
than that for all Lmports into Sudan lurLn that year.
 

(See Figure 1, 
pg. 17 ind Append. x Ih 
lc C: 3 Pg. 1(07.)
 

Turning 
to the data presented 
in Tinle 3, the CIP 
financed imports
 
are disaggregated according 
ro (i) -netner they were 
imported Dy a public of
 
private entity, 
and (b) toeir end , i.e., :onjumption, intermediate qood 

ised in production or 
tnp meintrinf- )f n- exiftinq capital stock, or a
 

capital item. The Jata fir it sniow that tif private iector receiv'd nearly 44 
percent of all C"P financ(d i t o.r: .i),.r tt FY' 00- 4 D- riOd. if toe two 

large wrieat 3n5 fipmnt t t,1#- Mini:;try of 'o'rc,, Cooperit ion and Supply 

financed vii no P in "'Y l'),0 inl 
 2 sr,' ;irf ra :.e from the total impor:-d 

items, tp pr ivit.o i,,- r -nsiar wv-r t po, r i) inc-r jn s -o i out 8 Percent 

of tne r-mainin: 1-_ n ddt , 
te wnoit 
 11ipm"nto
roenefiltt

nryvate millpr- nd omeri', in w'll ;ince tney procrre! i l rg snare of tre 

sniprneno from :o 4initry of Commtrce, Coopfrarion and Oioply, wnico is to) 
public 
mu-nt re:;nni~ls 
for imp,'rt Procur-mpnt 
from external 
!onor. 
 The
 

Specific items 
pr cipal ly i-por,-j 
-Viii punl.c -n i~iws w-re :.#,d ny toe lar~e 

ir- iuat.-d iir i is the ';ezirt ioar-1 - 'xport cotton and 

other :ommoltios or 
ny thp ntional 
Electricity Corporation 
ind tne
 
oovernment operated 
airline 
and rail system. 
 All other imports financed oy
 

the C:P were primarily for 
use by private entities. 
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Figure 1: Trends 
in the Structure of Inports, Sudan,II 

t 
IIr~jl19-LCq /R
 

IFlF
 
i 

ii 

" I I Ik 

I 
III 

T 
II 

,, 
' 

*i NI 
r A: 

" 

to 
-

I 
,

'' 

II','+ 

!/ 

N' 
' 

I 
, 

" 

'II" 

I' 

I 
, 

I,'j 
' 

I 

, 

ji 
" I.+

', 

1 

> '' 
I 

.--Iy 
II 

I 
: ,,% 

P Io 

,, 

i I ' 

,
 

, 
.
~ 

ts
I! 

.: 
,
','u 




Table 8: Distributioni 
of CIP Financial Imports by Sector
 
and Type of Item, FY 1980-1984 (S Millions)
 

(A) Sectoral Distribution
 

Year
 

FY1980 FY1981 FY1982 
 FY1983 
 FY1984 FY1980-84
 
Amt. Z Amt Z 
 Amc Z Amt. 	 Z Amt. Z Amt
 

?ublic 13.8 100.0 7.5 38.0 16.4 33.9 36.6 68.0 12.1 72.9 86.4 56.A 
?rivate - - 12.2 62.0 31.9 66.1 17.2 32.0 5.1 28.1 66.4 43.. 

:otal 13.8 100.0 19.7 100.0 48.3 100 53.8 100.0 17.2 100.0 152.8 100,C 

(B) 	Item Type. FY 1980 - 1984
 

Public 
 Private 
 Total
 
Amt. Z 
 Amt. Z Amt. Z
Consumption 40.41 46.8 
 31.46 47.4 71.87 
 47.0
 

Intermediate 
 31.00 35.9 19.61 29.5 50.61 33.1
 

Capital 14.97 
 17.3 15.32 23.1 30.29 19.8
 

Total 
 ' 86.38 100 66.39 100 152.77 100
 

Source: Ap endix Table C:2.
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The annual 
share of CiP financed privatc 
sector imports, however,
 
varied considerably. 
During the first year of the program (1980) the public
 
sector 
received all the imports, 
most of which came 
in the form of wneat,/flour
 
and cotton baling hoops. However, over 
the next 
two years, the private sector
 
received a larger 
share of imports. 
 The trend again reversed in 1983, 
and by 
FY 1984, the private sector 
share had declined to 
less than 30 percent of
 
total CIP financed imports. 
 (See Appendix Table C:2 for the details regarding
 
specific commodity imports disaggregated by sector). 
 Anotner reason for the
 
changing trend has also been due 
to the development of 
the GOS Commodity
 
Assistance Committee, one 
task of which has been to 
develop the approved set
 
of imported items. 
 No one directly represents the private sector 
on that
 

committee.
 

Efficacy of import 
item use, however, is not 
readily revealed by the
 
type of imcorter, 
be they public or 
private, especially today. 
 In Sudan the
 
policy constraints under which 
sector 
firms operate are considerable and
 
appear to be growing. 
 The imple intation of Sharia 
law in September 1983 has
 
exacerbated the situation. 
 Exu.ss capacity exists in all 
industries with the
 
possible exception of 
the sugar industry. 
 (See Appendix A by 
Leslie Burgess
 

and pp. 81 to 84.)
 

'inally, the continued growth of the MEB via the take 
over of private
 
firms in many 
sectors of the economy during the 
last year does 
not bode well
 
for a vibrant private sector. 
 Two of the private firms which have received
 
CIP allocations 
in previous years have recently been acquired by the MEB.
 
Increased capital flight has been occurring during 1984 since the Pnactment of
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Sharia law in September 1983 and the increased political uncertainties in
 
Southern Sudan are combinied with the halting of oil development. 
 As a
 
consequence of the capital flight there are 
increasingly fewer private
 

entities. Few entities in Sudan which remain 
to acquire industrial and
 
trading firms besides the MEB. 
 Thus, an 
AID policy posture which emphasizes
 

increased support to 
the private sector 
may in fact be tacit support of the
 

MEB in the present context of 
the Sudan.
 

Table 8 also pr- 'ides a CIP commodity disaggregation on the basis of
 
its use 
as a capital, intermediate, or consumption good, depending on 
whether
 
it was publicly or privately imported. 
 The data show 
a fairly similar set of
 
proportions between the private and public 
sector re: 
 the mix of commodities,
 

with the private sector having imported perhaps a slightly larger 
share of
 
capital items, with the public sector 
importing a bit 
larger share of
 

intermediate 
items, e.g., baling hoops and 3ute bags and spare parts.
 
However, both 
the public and private sector have 
imported a larger share of
 
capital related 
items 
than the real gross investment snare of GDP of 
about 11
 
percent in 83/84 via 
the CIP over the FY 80-84 period (pg. 55, World Bank,
 
July 25, 1984). Considering that a substantial share of 
the intermediate
 

goods imported by 
both private and public entities 
is also used to repair and
 
maintain existing capital items, 
the program has contributed to the longer run
 
productive capacity of 
the country. 
 Given that the principal consumption
 

items imported by both 
the private and public sectors, tallo : and wheat,
 
respectively are no 
longer so impoLted (PL 480 being used for 
food grains), it
 
is expected that 
in future CIPs, including FY 1984 and 1985, the capital Ind
 
intermediate item share 
related to the maintenance of 
the capital stock will
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increase above 
those shown in Table 8.
 

When reviewing the structure 
of imports as monitored my the Bank of 
Sudan
 
(SOS) over the 
FY 80-84 period,* in comparison with the structure of CIP
 

financed imports 
into Sudan, the shares are 
relatively similar.
 

(Review the CIP shares presented in Taole 7 and 
the GOS snares in Figure
 
1.) The general structural similarities, however, belie considerable
 

differences 
4hich exist when analyzing the figures 
on an item by item basis.
 
Perhaps the most 
important difference exists in raw 
material imports. 
 The
 

principle raw material 
imported into Sudan is petroleum and it comprises
 
nearly 98 percent of all 
raw material imports into Sudan and about 


FY 1980-1984 period nas 
been tallow. 


27 percent 
of total recorded imports in FY 1984. However, the principal raw material 
item imported via the CIP over the 

(This
 
allocation variance may change with the establishment of the Petroleum
 

Facility C.I.P.)
 

With respect to manufactured goods, machinery and equipment, and 
trasnort
 
equipment, considerible differences exist as 
well. 
In these three import
 

categories, there 
are only five specific item categories where the CIP
 
financed imports comprised a large share of 
total imports. These categories
 

are shown in Table 9. 
They include 
jute bags, baling hoops, agricultural
 

equipment and spare parts, electric power generation and transmission
 

*The IMF has estimated the Bank of Sudan 
(SOS) impact figures captured 88.5
 

percent of 
tne country's total 
FY 1984 imports. (pg. 
43, Joint Monitoring
 

Committee Report, Khartoum, October, 1984).
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'rable 9: ltums lniporLud VL, UtII' WIhuLL JLuIi 
Sharo or Tot.l 1mports Iu I.sai - / 

Category Item Comuent Total Amount 
(Years Imported) Imported Via CIp

During FY 1980-84 

Food Wheat/Flour FY 1980 and FY 1983 139.8 

Crude 
Materials Tallow FY 1981, 1982, 1983 28.2 

Manufactured 
Goods Jute Bags 

Bailing Hoops 
FY 1982, 1984 
FY 1980, 1982, 1984 

12.3 
6.5 

Machinery & Ag. quip. incl. 
Equip. Tractors, Parts, Equip.

Spares FY 1982,
Electric Power Equip. FY 1982, 

1983, 
1984 

1984 16.8 
7.9 

Transport 

Equip. Aircraft Spares FY 1982, 1983 2.1 

TOTAL 
$ 113.6 

Notes: (1) A large shars is defined as greater than 15Z of total recorded
 
imports into Sudan. 
 Most items have larger shares.
 

Source Appendix Table G:2
 

-52



equipment, and aircraft spare parts. 
 At the same time, the remaining 40 plus
 

categories of non-consumption items 
imported via the CIP 
over the FY 1980-84
 

period required about 46 percent ot 
the toatal financing used in actual
 

importation of commodities via the C:P. 
 (See Appendix Taole C:2 for the
 

details.) These five 
item cateqories as shown 
in Table 9, comprised about 30
 

percent of the 
total CIP financed imports into the country during FY 
1980-84.
 

In the next section various aspects of 
an inter-industry approach to
 

analyzing the macro-economic impact of 
the CIP program is developed. This
 

analysis focuses particular attention on 
the economic contribution of the
 

above five category items which comprise large 
shares of total imports of
 

tnose specific items.
 

(iii) Inter-Industry Linkages
 

Since the development of the input-output method of analysis by
 

Leontief in the mid-1940's, economic planners have used 
it for determining the
 

direct and indirect effects of various 
resource allocation decisions. 
 The
 

analysis presented in the 
section above provides an indication of the
 

predominate commodity focus of the CIP program over 
the FY 1980-84 period. 
 it
 

would be desirable to trace an
throuqh input-output 
tanle of the Sudanese
 

economy the set 
of direct and indirect effects of 
the importation of these
 

predominant commodities financed via the CIP. 
 Unfortunately, the input-output
 

analytical work conducted by 
the Sudanese 
in the past could not be located to
 

review it for ponsible u51e 
by the evaluation team.
 

However, it is instructive to review 
some of the possible
 

implications of using such 
an input-output analytical approach for 
analyzing
 



the macro-economic effects of the CIP. 
 These implications are based on
 

Input-outout tables for the economies of Nigeria, 1959/50, Tanzania 1961,
 

Japan, 1950, and Kenya, 
1967 and 1976. 
 While the economic structure embodied
 

in the input-output 
tables of these countries differ in complexity in
 

comparison with one 
another and undoubtedly with Sudan's economic structure in
 

1984, they probably provide a reasonable range of 
the likely economic effects
 

of 
the CIP program. (The input-output tables for Tanzania, Niqeria and Japar'
 

are presented as Appendix Tables C;4, C:5 and C:6, 
and the Kenyan Taoles are
 

available separately in USAID/Sudan.)
 

Pernaps the most dramatic impact attributaole to the importation of
 

certain commodities via the C:P is the output which would have been foregone
 

if CIP financed commodities had not been 
imported and installed with
 

complementary technical assistance also financed by the CIP. 
 The commodities
 

financed via 
the C:P with the greatest foregone output impact 
in Sudan include
 

electric power generation and distribution equipment. 
 If these commodities
 

had not 
neen imported and installed in Sudan during the 1982-84 period, using
 

the input-output coefficients for Tanzania in 1961 
where a large share of the
 

economy was characterized by small 
holder rainfed agriculture, over 75 percent
 

of the economic output of 
Sudan would have been adversely affected for long
as 


as these repairs would have 
not been made. If the simple technologies which
 

exited in Tanzania in 1961 were adjusted to reflect the way in which
 

electricity is used 
in many other productive processes, perhaps only 10
 

percent of 
the output of Sudan would be unaffected by a loss in electric power
 

production. 
 Similar figures are presented in Table 
10 for the other countries
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Table 10:
 

Share of Economic Output in 
Selected Countries
 
Adversely Affected by Electric Power Failure
 

Country Year Affected Share 

Nigeria 1959/60 85.7 
Tanzania 
Kenya 
Kenya 

1961 
1967 
1976 

75.0 
83.6 
94.0 

Japan 1950 98.5 

Source: Input-Output Tables for respective countries.
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for which input-output tables were 
readily available. 
 in a more conmlex
 

emerging industrial economy 
as can be represented by Japan 
in 1950, only 1.5
 

percent of total 
output would have 
been unaffected Dy 
a loss in -electri:power
 

production. The detail 
of the Input-Output Table of 
Japan in 1950 suggests
 

that only the production of 
one of 29 industries would nave oeen 
affected
 

(fiShing).
 

The other critical industry in Sudan 
for the maintenance of output in
 

all other sectors of 
the economy is the transport sector. 
 The input-output
 

table for Japan particularly reflects this dependency on 
transport. Not one
 

industry in the entire economy in 1950 would have been 
unaffected by a
 

breakdown of the transport sector. Until 
the Port Sudan-Khartoum road network
 

had been completed in the 
late 1970's, Sudan's transport sector was dominated
 

by the railroad. Despite 
its many problems the railroad still 
moves a large
 

share of the imported and exported goods. The CIP has 
provided some guipment
 

and spare parts to the railroad, and USAID/Sudan has continued to monitor 
its
 

economic requirements. The World Bank has 
taken -me lead in 
working to
 

improve the efficiency of the railroad and 
it i. anticipated that USAID/Sudan
 

will coordinate 
any future efforts with the Bank.
 

USAID/Sudan has 
also provided certain selective CIP financed inputs
 

into otner aspects of the transport sector, most importantly, into Sudan
 

Airways. (Refer to 
Table 7 and Appendix Table C;2). 
 While the airline helps
 

to knit a poor communications cyctem together 
and thus improve the management
 

of the country, including its economic life, 
it makes a marginal contribution
 

to the general economic life of 
the country particularly wher most 
of the
 

country's output, 
and particularly exports, 
is relatively bulky and has low
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1983 

value per 
unit of weight. The initial Construction and maintenance of roals,
 

Particularly 
in existing and 
emerging rainfed agricultural 
areas would 
ce a
 

priority area 
for 
future CIP activities.
 

The other priority non-consumption commodity 
items which AID has
 
imported via 
tne CIP nave been lute oags, 
baling noops, and various tvpes of
 

agricultiral and agricultural processing equipment and 
spare narts. All of
 

tnese items contribute directly 
to tne maintenance of 
existing export earnina
 

via cotton and to a lesser extent 
ground nuts and sesame, and local food
 

production, e.g., 
sorghum. 
To the extent tnat agricultural processing
 

equipment, e.g., 
oil seed crusning equipment, can continue 
to be included on
 
the list of imported commodities financed via 
the CIP program, as occurred in
 

and 1984, it would contribute value added to 
exports, increase domestic
 

employment, create 
backward linkages in the 
economy and 
utilize scarce 
export
 

transport capacity more 
efficiently. 
Where possible, other similar 
targets of
 

opportunity should be 
similarly exploited.
 

.n summary, wnile a complete analysis of 
the inter-industrial 
linkage
 

economic impact of 
all 
imported commodities financed via the 
FY 1980-84 C:P
 

program cannot 
be conducted during the short uime 
available 
to the evaluation
 

team, certainly the CIP 
has made several 
important contributions 
to tne
 

economy of Sudan over 
the FY 
1980-84 period, particularly in maintaining
 

electric power production and distrioution and facilitating 
tne export of key
 

agricultural commodities.
 

Some might argue that 
in order to completely Justify the above claims
 

of impact, it is essential to demonstrate the 
additionality of the CIP
 

financed items. 
 Certainly the Sudanese allocated 
scarce 
foreign exchange to
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the electric power grid 
in Sudan and 
woulO have allocated additional foreizn
 

exchange to maintain it 
if power production had deteriorated. However, 
it is
 

clear that export earnings were declining precipitously in FY 1981 due to a
 

poor cotton 
crop when the electric power grid problems began 
to emerge. In
 

addition, the Sudanese 
requested U.S. assistance at 
that time for the power
 

grid. The problem of 
ascribing additionality 
to the C:P financed imports is
 

more difficult in 
the case when imports are financed by steady or rising
 

export earnings. In this situation, however, the empirical evidence is 
rather
 

pervasive in support 
of the case for additionality.
 

(iv) The Fourth Investment Budget
 
of the CtP
 

In order to 
achieve long term sustainable economic growth 
in Sudan
 

the financial stabilization program underway 
at present and 
the medium term
 

structural adjustment process must 
be successfully implemented. 
 The current
 

GOS investment program as defined by the Fourtn TYPIP for 
FY 1984-86 (COS, S,'B
 

PPPED-rI, 
 83/84 - 85/86) has been developed in conjuction with the assistance
 

of the World Bank and the IMF 
to set the framework 
for long run growth within
 

a stable economic context. Counterpart local currency generated via the CIP
 

financed imports has been allocated to various development activities reviewed
 

Oy the Ministry of Finance and Economic Planning (MOFEP) for development
 

pourposes. 
 The CIP sectoral allocation in comparison the 
the TYPIP allocation
 

is presented in Table 11. 
 During FY 1984-86 its expected that the CIP will
 

provide an arount of over 
LS 230 million 
(local currency receipts), which
 

represents nearly 10 percent of 
the total 
TYPIP envisioned expenditures. When
 

the for-elqn exchange component of Lhe envisioned development activities 
is
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Table 11: 
 Sectbral Distrii.ution of Total
 
Investment During Fc-rth TYPIP, FY 84 
- 86 

(In Mill. I S) 

% 84-6 
Sector 


FY 84-86 CIP is ofFY 84-86 Z 84 - 86 
CIP 
 TYPIP
 

Agriculture 

757 31.8 
 14.t 6.3 1.9
 

Manufacturing 

180 7.5 
 0.0 0.0 
 NA
 

Energy/Power 

194 
 8.1 23.4 10.2 12.1
 

Transport/Roads 

438 18.4 50.8 
 22.0 11.6
 

Water 

114 
 4.8 
 9.2 4.0 8.1
 

Education/Training 

191.4 8.0 
 0.3 0.1 
 0.2
 

Health 

22.7 0.9 
 2.4 1.0 
 10.6
 

Services/Policy Studies 
 12.9 0.6 
 3.3 
 1.4 25.6
 

Refugees 

-
 - 1.6 0.7 NA
 

Regional Development 

348 14.6 120.0 52.1 34.5
 

Multi Sectoral infrastructure 

- - 5.0 2.2 NA
 

AID Administrative 

- -

Other 

126 
 5.3 NA -

Total 

2,384.0 
 230.5 
 9.7
 
f- ... .. I . . -- -


MOFEP, Prospects, Programmes and Policy fo 

--- - ... ... ...
Source: 1. 
- -=-


Econ. Dev. II.
- 83/84 - 85/86,
2. USAID/Sudan Records (Khartoum) COS, October 
1983.
 



cemoved from 
the TYPIP the C:P 
snare .)f local currency costs increasos tz 21.
 

percent of 
envisioned expenditures. Given that 
toe level of envisioned
 

expenditures in previous 
T'PIP's has exceeded actual expenditures ny acout 25
 

percenc, tne 
CIP 
snare further increases 
to a not insunstantial 
snare of arout
 

30 percent of total 
local currency expenditures.
 

Sectorally, 
the CIP 3llocations liffer from those 
of the envisioned
 

FY 1984-d6 TYPIP. 
 It is envisioned that agriculture will 
receive toe largest
 

allocation uy the 
G3S, with nearly 32 percent of the total, followed ny
 

transport and 
roads, regional development, energy 
and power, education and
 

nanuCacturing. 
 The CP allocations are more ifavily concentrated in regional
 

development projects (liver 50 
percent), transport and roads, 
and energy
 

power. The principal differences netween the 
two envisioned allocations lie
 

in agriculture and manufacturinq. The principal rfason for 
tnis differ-nce is 

that AID's prefe rences in these two sectors iiavfetended to focus on pr ivate
 

producer: ratner tIan on tne public corporate eotilsis suct as Panad and 

Cezira in agriculture. nd other Tanu.facturing parastitals. As i consequence, 

AID's local currency allucative preferences as r-veale'J ny toe allocations of 

toe FY 1984-36 CIP 
local currency funds 
.re concentrated 
in social
 

infrastrictire activities 
of the central or increasingly the regional
 

governments.
 

Distributional Effects of 
the CIP
 

One of the most important distributional effects of the CIP has 
already
 

been addressed above regarding the distribution between the private and public
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sectors. As was mentioned, the private sector has 
imported approximately 45
 

percent of 
the total items financed via the CIP between FY 1980 
and 1984.
 

Excluding the wheat imports in FY 1980 and 
1982 financed via the C P, the
 

share )f private sector imports was 
about 58 percent over this period.
 

However in the most recent year, 1984, the public sector 
share increased to
 

over 
75 percent. (See 7iole 8 for d.tails.)
 

A second distributional aspect 
of tne --:P program is the geographic 

distribution of imported commodities via 
the CIP and their end use. According
 

to USAID/Sudan rcorls, 6i 
public and private corporations ind government
 

aqencies nave received C[iP allocations and 
have actually imported items into
 

the country between FY 1980 and 1984 from a possible set of over 2000
 

registered public ind 
private firms and agencies. The actual breakdown
 

according to type of benefitting agency i3 presented in Table 12 below.
 

Table 12: Distribution of Firms and Agencies
 
Which Have Actually Imported Items Into Sudan
 

Financed Via the CIP FY 1980-84, Khartoum
 

Khartoum and Regions
Entity 
 Central Reion 
 other Total
 

Private Firms 
 37 
 2 39
 

Government Ministries 
 9 -


Public Entities, but not a
 
Government Ministry 
 15 
 6 21
 

TOTAL 
 61 
 69
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The data show that more private firms nave Denefitted but tnat 
tne numcer
 

of private entities which have benefitted is less than 
two percent of all
 

registed private 
firms in Sudan. (Refer 
to Table 8 for the annual amount if
 

private sector 
imports between FY 1980-84.) The data also 
snow that a large
 

snare (greater than 88 percent) of 
the direct beneficiaries 
in terms of the
 

organizations who 
have imported the commodities at 3ubsidize 
foreign excnange
 

rates are primarily located in 
the Khartoum or 
the Central Region. The
 

location of 
related employment opportunities in such institutions are 
also so
 

distributed.
 

A certain share of 
the actual imported cuomodities are 
utilized throughout
 

the e'tire country. For example, the imported tallow which 
was imported via
 

th CIP 
was made into soap which was then sold throughout the country. .n
 

addition, spare parts 
imported for industrial, agricultural, and transport
 

equipment have 
also been sold and traded throughout the country. However it
 

is unclear tne extent to 4hich the 
non-urban and non-central region population
 

have oenefitted from such 
impor-s relative to Khartoum and the 
Central Region.
 

The final issue pursuant to the CIP is the of
 
distributional 


use 


counterpart local currencies generated via 
the sale of CIP foreign exchaioge
 

financed commodities. A partial to
answer this question is provided ny
 

reviewing the data 
pcsented in Table 
13. Between PY 19H2-84, the largest
 

development allocations have been 
ised to (a) reranil i tf, the electric power 

grid, (b) develop more water resouces 
in rural areas, and (c) complement the
 

foreign exchange resources used 
in various agricultural development projects
 

primarily in the western part 
of the country, From FY 
1984 until FY 1987 it
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SECTOR1I .iISIS OF CIP LoA] CRR>.Cl ILOCAIOS" 

Table 13: FY 1982-87 (In 300 IS) 

Sector F 82 
Ant. 

o1 of 
Total 

FY 83 
Ant. Total 

FAo 84 
Amt. 

Z of 
Total 

Est. 

FY 85 
Amt. 

Z of 
Total 

Est. 

FY 86 
Ant. 

2 of 
Total 

Est. 

FY 87 
Amt. 

2 of 
Total 

Total 

FY82-87 
Amt. 

z of 
Total 

tio 

-. u 
-.. 

Agriculture 

Energy/Pover 

Tran'porc/~oads 

WLter 

EUcatlon/Training 

Health 

Ser'ichsPc. y St..Jles 

l f, gee, 

Re'i onal e\.elopme c 

•ulti -ctc'"al lnfr&' t. 

A.D AdMirl.srative 

Other 

240 

1O5 

-

-

100 

40 

-

-

-

685.0 

130.0 

18.2 

8.0 

-

-

7.6 

3.0 

-

-

-

51.9 

11.4 

695 

1,70O 

,.000 

378.2 

220.7 

-

-

-

3,750.0 

200.0 

8.7 

21.4 

12.6 

4.8 

2.8 

-

-

47.2 

2.5 

2,548.6 

13.026.3 

2,870 

3,890.9 

116.3 

668.7 

89 

-

-

2,088.9 

12,4;K.I 

6-3.C 

6.7 

33.9 

7.5 

10.1 

0.3 

1.7 

0.2 

-

-

5.4 

32.5 

1.7 

7,976.4 

10,334.2 

29,15U 

5,224.4 

190.9 

1.177 

3,255 

550 

40,000 

1,855.0 

31.000.0 

300.0 

6.1 

7.9 

22.2 

4.0 

0.1 

0.9 

2.5 

0.4 

30.5 

1.4 

23.8 

0.2 

3.936.9 

116 

18,00 

130.1 

-

515 

-

1,r)0 

40.000 

1.059.9 

18.000.0 

50.0 

4.7 

O.1 

22.3 

0.2 

-

0.6 

-

1.2 

47.8 

1.3 

21.5 

0.3 

1,836.9 

69 

18,200 

-

-

560 

-

1,000 

40.000 

.22.5 

!9.W0. U 

250.0 

2.3 

0.1 

22.4 

-

-

0.7 

-

1.2 

49.2 

0.5 

23.4 

0.3 

17.2,O.0 

25,350.5 

68,920.0 

10,245.4 

765.4 

3,181.4 

3. 34- o 

2.5'0.0 

120.,0.0 

.'2b.3 

8.5908.1 

I, o.0 

i.O 

7.4 

20.0 

3.0 

.2 

0.) 

.8 

.-. 

. 

7 

'. 

<. 

9.t 

2'> 

4., 

0j 

1.2 

. 

I 0 

.t 

21 

0.4 

Total ),320.0 100.0 7.943.9 100.G 38.44t 100.0 131,012.9 l'0.0 63,; o8.( 100 0 81,338 . I1U0.0 3"3.:1.3 0 

:-tes: "l ) C entarpart Project A(ccunts, (b) Courterzi : Tru&t Accoxints. and (c, Allocation& to'GOS DevplOeent Bdget Projectr. 

Source: USAID/Stadan retnrds. 



is expected that two other 
sectors will receive substantial counterpart local
 

currency allocations. These sectors include 
(a) regional development and (b)
 

transport and road development. With the exception of the energy and 
power
 

sector allocations the other 
four sectors 
receiving sizeable allocations
 

principally oenefit rural areas or areas 
outside the more developed Khartoum
 

and Central regions. 
 Between FY 1982-87 these four sectors have spent or are
 

expected to spend about 83.7 percent of 
the local currency funds generated via
 

the CIP financed imports, excluding AID administrative requirements.
 

These above actual and expected local currency allocations during the 
FY
 

1982-87 period suggest that from a distributional equity perspective, and
 

possibly from a longer 
term economic development perspective, the local
 

currency allocations are 
more consistent with USAID/Sudan's CDSS objectives
 

than what has occurred to date via the initial 
imports financed via the CIP.
 

JSAID/Sudan is aware of 
this dichotomy and is investigating ways to improve
 

its performance in this regard. 
 (See conclusions and recommendations section
 

below for further discussion of this point.)
 

An Analysis of the Planning and Implementation of the CIP
 

Process for Developing Eligible Commodities List
 

The commodity selection process for developing the list of eligible
 

commodities under 
the CIP has evolved since the FY 1981 program.
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Modifications 
to the process were made 
as 
a result of Standby Agreements wit
the 
IMF, the World Bank Agricultural Rehabilitation Programs and particularli,
 

the establishment of the Consultative Group (CG) 
in January 1983. Further
 
refinements of 
the commodity selection process 
were incorporated into 
the
 
design of the FY 1984 CIP, and 
were institutionalized with 
the introduction of
 
the Commodity AID Committee (CAC) 
in November 1983. These adjustments were
 
made to smooth out the process and adapt to bureaucratic paper processlng
 

delays and attempts have been made 
to limit the constant 
stream of 'emergency'
 

requests. 
 The 1984 CIP produced the 
most important refinements after
 

consultation with the U.S. Congressional Foreign Assistance Committee staff 
to
 
informally incorporate their concerns 
into the program to the 
extent possible.
 

Government of Sudan
 

The GOS, Ministry of 
Finance and Economic Planning (MOFEP) (formerly the
 
Ministry of Planning at 
the time of 
the FY 1981 CIP 650-K-002) leads
 

discussions about 
CIP allocations. 
 The CAC, established in 1983 by 
the GOS
 
and supported by USAID, 
now serves 
as the coordinating point within the MOF7P
 
for all commodity aid to 
the public and private sectors in Sudan. The CAC 
now
 
monitors 
and coordinates the entire process with 
a staff of eleven.
 

Upon initiation of its role 
as lead organization in 1983, 
the CAC sent
 

letters 
to each GOS ministry and agency announcing the commodity program and
 
sked them to indicate their needs. 
 It made a similar request to the private
 

sector via the media 
announcements. 
 As public and private requests are
 
received, the CAC 
logs in commodity specifications, amounts and alternative
 

sources 
of origin, and reviews and priorities them based upon Sudan's rolling
 
TYPIP. 
 The investment program has Pitablished its priorities, and goals, 
and
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provides indicators for increased productivity througi. import substitition and
 

export promotion. The CAC then disaggrecates the total list according to each
 

donor with a commodity import program o!ithe basis of origin of the
 

commodities needed and the knc:n equlrements of the prospective donor. The
 

CAC meets approximately once a month, although to date always on an ad-hoc
 

basis, to discuss the allocations which have been submitted. 
 Since the first
 

announcement of the 
FY 1984 program was made in late 1983, no additional
 

advertising has been necessary because the current number of requests exceed
 

the available resources announced by donors.
 

Once the final list allocation is compiled, the CAC then must 
present it
 

to the GOS's Interministerial Economic Commission 
to get their final approval
 

before any request is submitted to the donors. This commission is made up of
 

senior government officials of ministerial rank from key ministries.
 

Donors
 

(i) IMF, UNDP and IBRD
 

The International Monetary Fund (IMF) works with teams 
from the GOS, UNDP
 

and the IBRD and draws up the *Essential Commodity List' based upon goals of
 

social and economic stabilization. The objective is to keep Sudan's economy
 

going at the current level while trying 
to redirect imports where possible for
 

investment to increase production and export.
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(ii) United States
 

Prior 
to commodity selection, formulation of the conditions precedent and
 

covenants begin with analyses of 
the economy, GOS policies, and IMF
 

agreements. In addition, the administrative procedures and results of the
 

prior year program is reviewed by USAID and refinements are made in connection
 

with SER/COM (AID/W).
 

While the GOS is developing the list of essential commodities, USAID
 

simultaneously holds internal meetings to develop USAID's position on which
 

commodities would promote greater economic growth, strengthen the private
 

sector, and support USAID's strategy for development via projects and policy
 

dialogue. Meetings are held with each 
sector office to determine what the
 

greatest constraints are to development in their 
respective areas and how the
 

CIP can oe used to address them. Suggestions are made about the types of
 

commodities, the appropriate mix, allocation distribution in the public sector
 

as well as mix and allocation distribution in the private sector. Therefore,
 

the illustrative list and allocations which result reflect 
the initial
 

consensus within the GOS process on the one hand and the U.S. on 
the other.
 

Consultations - USAID/GOS
 

Consultations between the GOS and USAID begin following the internal
 

meetings of each group. These consultations usually involve a series of
 

proposals and counter-proposals starting with the submission to USAID by the
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GOS of an indicative list of allocations wnich has been compiled by 
tre CAC
 

and approved by the Interministerial 
Economic Commission. This list is
 

usually arranged by sector 
and reflects the priorities of the GOS. USAID
 

reviews the 
list and makes counter 
proposals involving adjustments in
 

commodity mix, distribution among sectors, levels, and mix and 
level of public
 

and private sector allocations.
 

Finalization/Approval of PAAD
 

USAID finalizes 
the PAAD upon general agreement, between the GOS and USAID
 

regarding the eligible list of 
commodities and their allocation among the
 

public and private sector. At 
that point, USAID submits the PAAD to AID/W for
 

their review and approval.
 

Negotiation and Signing of Grant Agreement
 

Once USAID is advised of AID/W's approval, the Grant Agreement
 

negotiations begin. The conditions precedent (CP's) to 
grant disbursement and
 

the terms and covenants of the Grant 
are reviewed and negotiated. This
 

process usually entails several 
sessions involving various branches and levels
 

of the GOS with proposals and counter proposals being made 
as was the case
 

during the consultations on the allocations. 
AID/W is kept advised of the
 

process. 
The Grant agreement is signed when final agreement is reached on 
the
 

CP's and covenants.
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Implementation Process
 

The first project implementation 
letter (PrL) is issued shortly followina
 

the signing of the grant agreement. This first letter simply asks that the
 

CP's oe met. The CP's usually are 
(a) opinion Oy the GOS Attorney General
 

that this Agreement has oeen July authorized and ratified, and (n) 
a statement
 

representing and warranting that the named person or 
persons nave the
 

authority to act as the representative or representatives of the Grantee,
 

together with a specimen signature of each person.
 

The second 
PIL is issued once the CP's nave Deen satisfied. This PIL
 

goes into 
more detail aoout what is expected to take place during the period
 

of tne grant. The commodity procurement instructions (CPT) are part of the
 

PIL *2 package. 
 The PIL spells out the rules and regulations which must 
-e
 

followed under the CIP. 
 These items 
include (a) which commodities are
 

inelegible, (b) shipping regulations, and (c) other reguia,,:ns.
similar 
 A
 

soecimen Financial Request (FR) is also included. 
 The GOS then suomits their
 

(FR) asking USAID to issue Letters of Commitment (L/COM). A direct L/COM is
 

issued for transactions less than $1.0 
million. USAID countersigns the GOS's
 

financing request and then sends 
it to AID/W for processing, ie., issuing of 
a
 

letter of commitment.
 

Direct Letter of Commitment
 

The direct letter of commitment is principally used by and for the public
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sector which normally is required to 
 4
follow AID's 
formal competitive :i
 

procedures. The public 
sector entity submit3 technical specifications to
 

USAID wnicn are sent to 
AID/W and reviewed. An invitation for Bids (:FB) 
is
 

prepared by AID/W and 
issued by 
the Sudanese Embassy in Wasnington D.C.
 

pursuant to an announcement published by AID/Office of Small 
Business. The
 

bids are received 
and reviewed oy the public sector purchaser and award
an is
 

made to tne lowest responsive bidder with tne prior approval of 
USAID. The
 

GOS submits a FR for the 
issuance of 
a direct letter of commitment in favor of 
the supplier who has been 2warded tne contract. Finally, in some 
isolated
 

cases, the same procedure may be followed for private sector 
importers if AID
 

decides it is in the 
best interest of the prcram.
 

Bank Letter of Commitment
 

The bank 
letter of commitment is used mostly for procurements by the
 

private sector because most 
of the transactions are 
less than l.O million,
 

and because AID encourages the private sector to 
follow standard commercial
 

practices applicable to international trade. Unlike the direct 
letter of
 

commitment the bank 
letter of commitment is opened 
for a global amount to
 

cover a multitude of transactions. 
 USAID receivas the FR 
from the GOS, and
 

sends 
it to AID/W for processing and the issuance of 
a letter of commitment to
 
a U.S. bank. The FR indicates 
the approved applicant (local commercial bank)
 

and the U.S. banking institution selected by the GOS. 
 The U.S. bank advises
 

the bank in Sudan that a letter of committment has been accepted, thus
 

enabling the local 
bank to 
open letters of credit. 
 It is at this point that
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the private importer solicits a reasonable numoer of offers from potenti!j
 

suppliers. 
 USAID reviews these offers and approves the importer's selection
 

by issuing an authorization letter which 
is the basis by 
which import licenses
 

are delivered by 
the MCCS, and letters of credit opened by the local
 

commercial bank.
 

Depositing Local Currencies into the Special 
Account
 

For the private sector, at 
the time of opening the letter of credit, the
 

firm/business must make 
an 
advance deposit based on the "client margin'
 

established by 
the Bank of Sudan. The balance of local currency is paid to
 
the commercial bank by the importer prior 
to receiving the original shipping
 

documents. A: present, 
this advance deposit amounts to between 10 and 50
 

percent of te total price of 
the transaction. 
 It is the responsibility of
 
the commercial bank to 
transfer the 
local currency proceeds to the GOS special
 

account.
 

In addition, since June 
28, 1983 all commodity imports oy the public
 

sector 
via the CIP must 
generate local currency counterpart. Depending or. 
the
 

method of financing the public 
sector entity will either make 
an advance
 

counterpart payment or 
will pay the full amount 
into the GOS special account
 

prior to obtaining the shipping documents. To improve the system for
 

counterpart collection, Sudan's Export/Import Bank has 
now been assigned the
 

responsibility for collecting local currency counterpart directly from the
 

public sector and from the commercial 
bank for the private sector.
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Summar, of CIP Implementation
 

The above described process 
is summarized 
in FIgure 2. It 
shows the flow
 
of 
activities defined above which encompass the development and implement3tion
 

of each CIP agreed upon by the GOS 
and AID. 
 Given that this process has nany
 
steps, 
and that 
the analysis presented above and below show that 
consideraole
 

time 
is involvd before the commodities begin 
to enter Sudan, it would be
 

instructive to 
determine the cost 
and possible benefits of 
this lengthy
 

process which accrue 
to Sudan and 
-he U.Z.
 

Analysis of 
the CIP Implementation Allocation List
 

One of the most important decisions made 
in the development and
 

implementation of 
a CTP is the determination of 
the list of commodities 
to
 
import. Presumably 
the agreed commodity 
list between the GOS and USAID/Sudan
 

and presented 
in the annual 
CIP PAAD document reflects the developmrent
 

strategies of 
the government 
as defined in the development/investment budget
 

and USAID/Sudan's COSS. 
 Since FY 1982, 
the Mission's CDSS has 
emphasized its
 
complementary agricultural strategy with the World Bank 
and other donors rv
 
focussing its program on 
the traditional and mecnanized rainfed agrlcultural
 
sectors 
of the West and, to the extent possible, tr.e 
South. 
 The GOS nas also
 

emphasized agriculture 
in its annually developed TYPIP, but 
has focussed most
 
of its attention 
and resource ccmiitments to the 
irrigated sector, primarily
 
in 
the central and adjacent regions, which 
has traditionally contributed the
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Figure 2: CIP Allocation Proces, 
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largest share of 
foreign exchange earnings to the country. n Table 14, 
tne
 

recommended commodity 
lists in the FY 
1980-84 PAAD's 
are presented to
 

ascertain the relationship between the agreed CIP commodity lists 
and the
 

general development policy guidelines of the GOS and USAID/Sudan 
over the
 

period.
 

Several salient points can 
be made regarding the data presented in Table
 

14. F~rst the set of recommended commodities has 
changed rather substantially
 

from year to year. Second, the categorization of 
potential commodities varies
 

from year to year. 
 The FY 1983 amendments to the 
CIP further exacerbated the
 

problem by lumping a number of possible imports into one category. Perhaps
 

the most unusual category used was 'transport equipment and parts,
 

telecommunication and 
railroad spares 
and maintenance equipment.' Other
 

lumping categories can also be 
found in the list.
 

Third, the precision of 
the quantity of any commodity to be imported
 

varies considerably, 
with the range of estimates embodied in 
Amendment 14o. 2
 

to the FY 1983 program oeing the 
least precise of any. Fourth, some lists
 

e.g., FY 1980, 1983 
and the GOS initial 1984 
list add up to amounts
 

substantially above the 
amount allocated to 
the PAAD. The meaning of such
 

lists for ascertaining the 
logic embodied in the underlying re,,ource
 

allocation decision is unclear.
 

Finally, and perhaps most 
importantly from the perspective of 
using the
 

CIP for significant policy diilogue, 
is the inconsistency of purpose or
 

strategy signal embodied in 
the annual variance of which 
items appear and the
 

amounts allocated 
to them. 
 Certainly flexibility in programming is important.
 

However, 
one of the important lessons learned 
from the policy dialogue process
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Table 14: Commoditi-!s Recommended for Import via CIP, FY 1930-8-.
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embodied in the annual PL 
480 Title 1 and rrI program negotiations is that
 

program consistency and policy change consistency is 
crucial for long term
 

policy change success.
 

The analysis embodied in Table 
14 was further refined. For FY 1983, the
 

allocation process was traced through four steps; (a) the GOS 
(and perhaps
 

USAID) positive list of commodities; (b) the actual commodiLies listed in the
 

first tranch and two amendments to 
the 1983 PAAD; (C) the list of commodity
 

allocation p--r letters of committment to specific public and private
 

importers, and (d) the actual set 
of imported commodities which have arrived
 

in Sudan as of 
November 1984. This analysis is presented in Taole 15.
 

First, analysis indicates considerable programming flexibility given
 

the changing items and resource intensities from step to step and throughout
 

the CIP process. However, these and the 
above program changes indicated in
 

Table 11 also suggest inconsistencies in the priority focus of the Mission and
 

call into question the Mission's commitment to the CDSS strategy as defined in
 

FY 1982, rainfed agriculture .
 

Second, while agriculture acquired a substantial allocation in the 
form of
 

fertilizer, Jute bags, and baling hoops 
in FY 1983, most of the letters of 

commitment defined allocations and actual imports reveal that irrigated
 

agricilture has been the principle neneflciacy. Si,.sMarly transport received
 

little in the way of actual allocations, despite the fact that it represents
 

one of the principle inputs required 
to export any commodity, whether from the
 

irrigated or rainfed scctors.
 

Third, while the 
private sector had received substantial rhetorical 

support throughout the FY 1980-84 period, and had obtained two thirds of the
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imported items from 
the FY, 1982 Crp as of November 1984, 
the analysis of
 

actual allocations and the receipt of 
imports reveal the 
dominance of the
 

public sector. The private 
sector was allocated in stage III 
(letters of
 

commitment stage) around 17.5 pecent of 
the t60.25 million and 
had obtained
 

only 18.7 percent of actual 
imports of $15.19 
million from the FY 
1983 CIP as
 

of the end of November 1984. 
 (See stage rIi, Table 12.)
 

Fourth, tne 
data suggest that 
the time involved 
in the actual importation
 

of commodities is considerable. Only 25 
perceiit of the commodities have Deen
 

received to date 
financed via the 
FY 1983 CIP and its 
amendments. 
 There
 

appears to 
be no significant difference betwen the rapidity of 
the private or
 

public sector 
to import commodities once 
letters of credit allocations have
 

been issued, with the private 
sector importing only 18.2 percent of 
the to.al
 

set of commodities financed under 
the PY 1983 CIP. 
 This delay in importation
 

can raise doubt 
regarding the quick dispersing element attributed to 
the CIP.
 

The balance of payments gap for 
any given year can remai open by 
a
 

consideraole margin due 
to the demonstrated procurement lags 
in the CIP.
 

End Use of CIP Commodities
 

Summary of End Use Survey Interview Findings
 

One member of the evaluation team, Mr. 
Les Burgess, in cooperation with
 

Mr. Girgis Seidaros of USAID/Sudan conducted twelve "end use* 
surveys of firms
 

which had received approximately 
 40 million CIP financed imports over the 
FY
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1980-84 period. 
 (A list of firms interviewed is contained in the Burgess
 

Report, Appendix A and the interview schedules are available from Dr. Thomas
 

Eighmy, Education Offic'r USAID/Sudan.) An additional 
'end use' surviy was
 

conducted at 
Sudan Textil. Company, and have been planned 
for Rahad
 

Corpurition, the Gezira Board, Sudan Railways, and Sudan Airways, and 
will be
 

used for further US AID management and evaluation purposes.
 

Based on the end 
use surveys conducted to 
date, several findings and
 
conzlusions 
can be drawn. 
 First, Burgess concluded that no economic sector
 

other than agriculture would have a global comparative advantage in
 

production, even 
if all the economic infrastructure such 
as 
the power supply,
 

roads, and communications worked at 
high productivity levels. 
 However, the
 

.endorse' survey findings suggest that few firms provided CIP financed imports
 

are producing at 
or near 
full plant capacity. 
Without realizing production
 

economies of scale 
it is almost impossible to demonstrate a comparative
 

advantage. In addition, with most 
manufacturing firms 
requiring imported 
raw
 
materials, equipment and spare parts, 
there is little value added margin on
 

which to realise a comparative advantage.
 

Second, while few 
if any firms are presently demonstrating a comparative
 

advantage, firms 
in some 
sectors clearly reduce final commodity imports, e.g.
 

in textiles and sugar. 
 Thus, the World Bank 
and some other donors have
 

concluded that firms 
in at least these two industries warrant 
some further
 

foreign exchange support to improve their 
efficiency in production and 
thereby
 

increase plant capacity utilization, even 
if the comparative advantage
 

rationale for their existance does not hold given present output levels. 
 To
 

the extent that certain government policy reforms in the areas of 
(a) output
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pricing, (b) personnel policy regarding hiring and 
firing, and (c) wage rate
 

determination based on productivity, can 
be altered by virtue of policy
 

dialogue pursuant to such 
support, the entire manufacturing and other private
 

business 
sector can benefit. Without such 
reforms, however, greater
 

inefficiencies may result.
 

Third, most CIP 
recipient firms 
were interested in acquiring cIP financed
 

imports in the past due to 
the official exchange rate subsidy and the 15
 

percent additional discount embodied 
in the CIP. Even 
though foreign Pxchange
 

in the CIP is 
now valued at the commercial bank 
rate of LS 2.08 - 41.00 and
 

the 15 percent discount has been reroved it is still 
below the present free
 

rate of LS 3.1 - $1.00 (as of November 27, 1984). 
 Thus, firms are undoubtedly
 

interested given 
the remaining subsidy. However, as burgess points out, U.S.
 

commodities cost more, given (a) the present high relative price of 
the U.S.
 

dollar in comparison with currencies frcm other 
industrial countries, and 
(C)
 

the additional transport handling and 
time costs associated with U.S.
 

commodities relative to 
items 
procured from other industrial countries in
 

European Asia. 
 The net effect of the cnntinuing foreign exchange subsidy in
 

comparison with the higher cost 
of U.S. commodities is uncleat.
 

Finally, Burgess found 
a number of anomalous firms and commodities being
 

subsidized via 
the CIP. 
 Examples of commodities 
include a feed concentrate
 

for 
a poultry company, Taiwanese carbon black, 
rubber, and chemicals for a
 

tire company, and 
imported raw materials for the production of dry cell
 

batteries. While 
some of these firms 
were producing "efficiently" within the
 

context of Sudan, none 
demonstrated a comparativle advantage.
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Breakeven Analysis Applied to
 

One CIP Recipient Firm
 

In order to more graphically present the decision making dilemma faced by
 

Sudanese firms 
some of whom receive CIP financed imports, and, assuming that
 
they would 
like to make a profit, it is instructive to 
review the situation of
 

one 
firm which is operating in the textile industry: 
 Sudan Textile. It
 

decided 
to expand its plant capacity in the mid 1970's. 
 its management
 

determined that given (a) the 
larger plant capacity, (b) its structure of
 

fixed and variable costs, including depreciation on its equipment and interest
 

on working capital, and (c) present output prices, it would break 
even at
 

production level of 
42 percent of plant capacity output. 
 In Figure 3, this 

output level is depicted as point A, such that total revenue and total cost 

are equal. 

Initially the firm's managment determined that its 
cost structure at that
 

level of output is equal 
to 42 percent of capacity, was 25 percent fixed cost
 
and 75 percent variable cost. 
 Thus, the relevant total cout 
function under
 

which the firm's management was operating is depicted in Figure 3 as 
TC, 25%
 

FC. (The analysis has assumed for 
reasons of simplicity, that the firm
 

operates under constant returns to 
scale.) However, as a consequence of
 

increased governmental control 
over employment and wage decisions, in reality,
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the firm in 
1984, faces a different total 
cost curve depicted as TC, -5
 

percent FC. Under this cost structure, the government has effectively
 

reallocated labor 
from a variable to a fixed 
cost by abrogating management
 

responsibility in making personnel hiring and As a
firing decisions. 


consequence, the 
share of fixed cost at its 
break even output level of 42
 

percent of plant capacity, has increased three fold 
to 75 percent of total
 

cost (implying tnat labor 
costs represent 50 percent of 
total cost at that
 

level of production).
 

Unfortunately in 1984 Sudan Textile cannot 
sell all it produces at its
 

breakeven level of 
output. Thus, in recent 
years it has had to reduce output
 

levels to 18 percent 
 of plant capacity, represented in Figure 3 along the
 

dashed line which includes points B, C, and 0. At 
that production level (18
 

percent of plant capacity) under 
the old cost structure, represented by line
 

TC, 25 percent FC, 
the firm would be losing the equivalent of the distance
 

between C and D, 
or 15 percent of the break even level of 
total revenue or
 

cost. However, due to government policy 
in the labor area, it is actually
 

facing an even larger loss equal 
to the distance between points B and D, 
or
 

about 43 percent of the breakeven level 
of cost and revenues as depicted by
 

point A.
 

In order 
for the firm to breakeven at the lower 
plant capacity output
 

level and given the 
fact that its cost structure is depicted 07 TC, 75 percent
 

FC, the price per unit of output sold would 
nave to double (assuming that the
 

price elasticity of demand was 
very inelastic). Unfortunately, since the 
firm
 

is under price controls, it is unable to 
pursue its desire to increase
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prices. As a consequence of 
only these two policies, 
and totally irrescec:,.i
 

of the increased cost of 
foreign exchange which only affects the small 
snare
 

of variable costs 
(equal to about 12 percent of total costs it point g), 
 it is
 

clear that over 
time capital flight is inevitable. In the short 
run, since
 

the variable cost share of 
total cost was reduced due to government janor
 

policy, the firm has 
been able to cover its variable conts and make 
a small
 

but insufficient contribution 
to fixed costs. Therefore, the firm may even be
 

hopeful that the situation will 
improve oefore deciding to terminate
 

operations. However, 
if such a policy environment continues, capital
 

maintenance stops 
and the small contribution to 
fixed costs is exported. This 

scenario is pervasive throughout the private sector in Sudan total.
 

Conclusions and Recommendations
 

Economic Impact
 

(1) The CIP has had 
a very significant impact 
on the economy of "udan.
 

Perhaps its most important impact 
was via its support provided to the electric
 

power 
grid of the country by maintaining the power c-nerating capacity of 
the
 

Rosleres Dam and by improving the power distribution grid from the dam
 

throughout 
the country and particularly into Kharcoum. 
 The team estimated,
 

using various input-output tables, 
that perhaps as much 
as 75 percent of total
 

output recorded in GDP estimates would be adversely affected oy 
a severe
 

Interruption to power generation in the country. 
The adverse impact would
 

have centered on the 
irrigated agricultural sector, 
the dominant foreign
 

exchange earnng sector 
of the Pconomy.
 

-84



Using a similar inter-industrial 
linkage approach it is possible to have
 

the impact of other CIP financed inputs into roads, transport equipment and
 

certain key raw materials such as petroleum. The team recommends that the
 

lack of appropriate data to 
revise the 1956 and 1973 Input-output table be
 

rectified and that adequate 
resources 
exist within the mission Policy
 

Analysis, and Implementation project ot 
handle tnis deficiency.
 

(2) Ev-en though a significant economic 
impact could be attributed to the
 

Sudan CIP program, th,. CIP cannot be 
viewed as making a significant
 

contribu:ion to closing the short-run balance of payments gap. 
 Over the FY
 

1980-84 period its contribution to improving the total 
trade balance amounted
 

to about 5 percent per year.
 

Without continuing the CIP even 
this modest contribution to the balance of
 

trade is likely 
to diminish since disbursement is slow in Sudan (disbursement
 

typically occurs 
over a three year period with a significant share of such
 

imports entering the country at 
least 18 months after signing a CIP grant
 

agreement). Thus, the economic impact of 
a CIP is delaye. This is
 

demonstrated by the fact that of 
the nearly t300 million of commodity specific
 

CIP support over the FY 
1980-84 period, only t150 million of CIP financed
 

imports entered Sudan as 
of November 1984.
 

(3) Over the FY 1980--84 period, there has been 
a wide range of imported
 

items, from wheat 
ind wheat flour to heavy agricultural equipment and
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virtually everything in between. 
 There has aIso been inconsistancy in ter

of focus of the items imported from one year to the next, is well as in tne
 

sectoral focus (public vs. 
private) which 
reveals a general lack of allocating
 

focus witnin the CIP over the FY 1980-84 period. 
 (more on this point below.)
 

For only five import cateqories in the intermejlate and capital goods
 

categories has the CIP contributed i significant 
snare of total imports such
 

that our economic impact could potentially ne realized.
 

(4) There are several points 
to be made regarding distribution of the CIP
 

beneficiaries. 
 First, the private sector has imported about 45 percenc of 
the
 

total imports financed via 
the CIP and that snare is 58 percent if one
 

excludes 
the two large wheat shipments 
in FY 1980 and 1982, wnich iere funded
 

via the CIP. However, the annual 
share of private sector imports has varied
 

from as low a 10 percent (FI 1980) to nearly 
70 percent in FY 1982, with the
 

FY 1984 snare being around 25 percent.
 

Second, most of the importers .re 
located in the relatively advantaged
 

areas of the country, i.e., Khartoum and Central 
Regions. On the other hand,
 

the programmed counterpart local currencies generated via 
the CIP has a
 

lecidedly developmental, rural and agricultural focus. Many of 
the
 

counterpart funded 
rural focused programs, however, have 
not yet been fully
 

implemented.
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CIP Allocation and Implementation Process
 

(I) It is apparent that efforts 
are being made to improve the process for
 

developing the allications. 
 The CAC, with its staff of eleven, has the
 

awesome responsioility of coordinating the process from beginning 
to end. 

They have done a remarkarbe 
job and must be commended for toe progress tnat
 

they have made in 
just a year and a half. Therefore, their continued efforts
 

to further refine the process 
should be encouraged and supported. However,
 

several steps 
in the process could use strengthening. In addition, improved
 

analysis., 
data collection and methods of prioritization is required.
 

The following aspects of the CAC process warrant particular attention.
 

First, because the CAC receives requests far and above the available
 

resources, it is imperative that the analysis of each request 
reflect those
 

-onsiderations which promote the objectives of 
the program, i.e., increase
 

productivity through export promotion and 
viable import substitution.
 

Improving the analytical ability of 
the CAC requires several inputs. The
 

information requested by CAC includes a description of the commodity
 

requested, the quantity required, and its origin. 
 in the absence of
 

information about 
costs per unit, particularly wnen several origins are
 

possible, the chances for effectively programming donor commodity 
resources
 

are significantly reduced. 
 Four recommendations are made which address this
 

issue.
 

(a) If a given commodity can be 
procured from several countries, the CAC
 

should require quotations from each 
source.
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(b) 	CAC should establisn links with comme-cial commodity
 

operations/offices/experts in 
several countries so they can have the
 

information 
to make an 
informed decision about whicn donor to
 

approach regarding oach regarling each 
requested commodity.
 

(C) 
 CAC 	should acquire micro-computer 
for collecting, cataloqing and
 

referencing information 
 ontained in 
each 	request. This will 
improve
 

the 	data 
base 	and framework 
in which decisions 
acout prioritizing 
are
 

made. Related 
ti this is the design of appropriate software for 
the
 

types of analysis required.
 

(d) 	 Some technical assistance is required to review the total 
system and
 

make recommendations 
particularly if 
the above recommendations are
 

accepted. The purpose is 
to speei up the system not slow it down
 

because of an 
overload in responEibili:y and 
bureaucratic processes.
 

(2) 	 The current system for 
receiving needs requests, 
reviewing,
 

prioritizing 
and 	submitting them 
to 
the donors is handled on an 'ad hoc"
 

oasis. 
 This 	limits the chances for 
quality analysis. 3y establishing a
 

schedule for submission of request:, 
and perhaps limiting the number of
 

allocatiot, meetings 
to a 	more manageaole number, 
the 	CAC's aDility to
 

conduct comprehensive analysis of 
allocation options would 
improve.
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t3) rnterests of 
the private sector 
do not 
appear to be adequately
 

addressed by the current 3ystem for allocations in the GOS. 
 CAC should
 

institute a policy 
to announce the program to both the public and privite 

sector on 
a regular basia; announcements should also 
include in indiatin
 

of nat parlicular donors can and cannot fund. The scn-du Iinq of t.np
 

announcements 
 snould coincide witn the schedule for -- ibmission of requests 

suggested above. 
 Finally, a system for 
impacting the 
private sector
 

through the C:P 
program should be 
studled in depth by the Sudanese with
 

some 
technical assistance.
 

(4) Finally the mission 
is encouraged to continue its end 
use survey
 

monitoring. 
The relevant 
issues for policy dialogue can be tested at 
tne
 
level of beneficiary and much 
can be learned about the 
firm level effects
 

of the policy environment and changes which 
occur in it. 
A process of
 

regularly updating 
the instrument would be desirable 
as the need for
 

spe-ific information for 
policy dialogue reasons is 
a continuing one.
 

-89



Appendix A
 

Leslie Burgess Report
 



( "
 
I I ! U ! L 

1,,,4J,: lLurgessLeslie 

CI' Evalua L ion l(tid Us,0 uest i i i r', 

Thomas H. Eighmy, EPP
 

You wi'llI have bee i apprised by Dire cIur l;r i(i, of a sudden
rhange in plans that cut short the work c'n 
 Lhe tasks we
 
were 
performing in regard to tht- CIP Evaluatioii.
 

The attached matc'rial compriss .h, twel V(e Completed
reports, and a preliminiary analysis ouithiC CII fromj 11;v

perspective.
 

I trust that you will 
find these constructive, aid that
the remainder of the evaluation will proceed smoothly and

product ively.
 

You have been most constructive and helpful in getting me
off to a productive approach. I believe that, with twelve
privaLe/mixed sector 
firms comprising allmOst $40 million

in CIP funds out of $200 million total, unly the public
sector, anu perhaps Mobil 
and Cotton Textile Mills will
required additionally. Girgis Seidaros knows where we 

be
 
left


the Cotton Textile Mills Form.
 

Please give aim my kindest regards. He was an excellent
guide and colleague in finding 
our way around Khartoum.
 

With kind regards.
 

cc: W. Brown, DIR
 
C. Adams, CONT
 
P. Elissabide, GMO
 
F. Winch, AD/EPP
 
D. Dunlop
 
A. Magnuson
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November 10, 1984
 

CIP Evaluation
 

Summary of Industry Interviews
 

In accordance with the provisions of Unclas Khartoum 11713 
in regard to CIP
 

Evaluation, the Institutional Economist, L.M. 
Burgess, arrived 
in Khartoum on
 

November 4, 1984 
to undertake a program of 
direct interviews with 
a 

representative sampling of CIP recipients in Khartoum. A list of those firms 

interviewed is attached on Schedule A. 

Of the total CIP 
list of recipients 
since the program's origin 36 
were from
 

private sector and 78 from public sector.
 

Of total grants made 
($199 million)* 
to date, $140 million (68%) has gone to
 

public sector and $59 
million (40%) 
to private sector. However, $27.5 million
 

of private sector grants 
were for 
tallow used in small Sudanese soap making
 

plants. 
 Current price conditions make uneconomical the import of US 
tallow
 

for this purpose. Palm oil 
is cheaper.
 

The sample of twelve enterprises listed on Schedule 'A' was 
focused
 

deliberately on 
the private sector CIP recipients. I understand 
that the
 

Mission will conduct surveys of Kinnana Sugar, Sudan Railways, and other
 

public sector bodies.
 

*A $25 million cash grant 
to GOS in 1982 is not included in 
this total.
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A broad overview of CIP 
resource allocation shows 
that the agriculture sec:o
 

received the largest proportion at t87.2 million (44%). 
 Next was
 

manufacturing at 
$51 million (26%). But, again the 
input of $47.5 million of
 

tallow to soap manufacturing distorts this picture as 
noted above.
 

Following manufacturing, the infrastructure* sector received t26.5 million
 

(13%) whereas commodities for 
direct personal consumption, principally wheat
 

and flour received $31 million or 
(16%) of total.
 

*Sudan Railways, Sudan Air, NEC, El Roseires Dam, etc.
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Adequacy of CIP to Impact Sudan's GNP
 

The CIP programi began in 1980 and has apparently disbursed about $200 million
 

in grants to tne present time. Large portions of this amount have been
 

allocated to meet 
a shortage crisis. For example, $27.5 million for tallow to
 

make soap. Or - $30 million for wheat and 
flour in 1982.
 

In this country where the agricultural sector is so critical, there is almost
 

no comprehensive knowledge of the mechanized capital stock employed in that
 

sector.
 

We do know that the category of 
tractor and farm implement spares is eagerly
 

used by Sudanese trading companies and tractor importers.
 

What we do not know is 
what import level of spare parts and services would be
 

adequate or optimal 
to maximize farm output. Correcting this blank in our
 

knowledge is an urgent matter we
if are to behave rationally in trying to
 

influence the CIP allocation process.
 

CIP Composition
 

From the private sector, 
I have found no one interviewed who was unaware of
 

the program. But the private sector is 
not systematically solicited for their
 

suggestions for 
the program content.
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For example, in 1982 some $800,000 of pharmaceuticals were allocated for
 

import to private sector importers. However, they were not allowed to
 

determine imports on the basis of market demand because the Ministry nad made
 

that decision without consultation. There were allegedly large scale dumping
 

of unsold medicines as the shelf-life prescription expired.
 

There is a strange mix of companies in the list on Schedule 'A'.
 

For Example
 

The Sudanese Kuwaiti Poultry Co. has imported $497,000 of concentrated chicken
 

feed to raise broilers and to produce eggs for the Khartoum market. (1,250,000
 

broilers and 670,000 dozen eggs annually). At sales a retail price of LS
 

5/Kilo (the weight of a chicken) and LS 2.85/dozen eggs the product is too
 

highly priced for most consumers.
 

International Tyre Manufacturing & Distributing Co., Ltd.: This is a
 

Korean-run plant ontrolled by Daewoo - a Korean conglomerate. Forty-five
 

Korean Managers and technicians manage this 700 employee enterprise. US CIP
 

input over the past years have been about $3.3 million primarily for carbon
 

black, rubber and chemicals from Taiwan.
 

Union Carbide Sudan, Ltd. is the only manufacturer at dry cell batteries in
 

Sudan and has the capacity to fully meet demand for OD' cells in Sudan. This
 

is a modern superbly run operation, but it is wholly unable to produce a "D'
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cell battery at 
a cost remotely close 
to what the product would cost if
 

imported. Were it 
not for the prohibition of imports, 
this firm would close
 

immediately.
 

Union Carbide has 
received almost t2 million in 1982/83, and will 
continue to
 

require commodity assistance. Carbide is 
continually in 
a profit squeeze as
 

inflation erodes the 
dollar price of the Sudanese pound.
 

Carbides last 
CIP commodities 
cost (LS 1.80) - 15% - LS 1.53/4. Other
 

imported commodities not 
covered on CIP are purchased with dollars bought 
on
 

the free market. 
 Their price has been about 
LS 2.3/dollar in 
recent months.
 

Since the mix of CIP commodities and non-CIP commodities is about 1:7, 
Carbide
 

will be operating over 
the next quarter with materials and inventory price at:
 

1 x 1.53 a 
 1.53
 

7 x 2.3 M 
 16.10
 

17.63 + 8 - LS 2.01/$
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Selling price of batteries 
is closely controlled by 
the Ministry of industr.-,
 

Commerce and Finance. 
 Carbide does 
not have the opportunity 
to capture
 

marketing profits through irregular intervention.
 

Therefore, Carbide 
is now beginning to build 
raw material and inventory at the
 

current LS/$ 
rate: They believe the 
new rate for CIP commodities will be LS
 

2.3/ with no 15% 
discount which gives the following rate:
 

I x 2.3 2.3
 
7 x 2.8 - 19.6
 

21.9 L 8 - LS 2.45/$
% Increase 
 = 2.45 - 2.01 x 100 = 22%
 

2.01
 

During the next months, Carbide management must secure a price 
increase for
 

their batteries, or 
incur losses. 
 To the extent that 
the free market LS/$
 

ratio deteriorates, Carbide's problems compound.
 

If the rate continued to worsen, as 
some speculate, a level of LS 4/$ 
would
 

result in the following rate:
 

1 x 3.2 - 3.2 
7 x 4.0 = 28.0 

31.2 8 = LS3.90/$ 

% Increase - 3.90 2.45 x 100 - 59% 
2.45
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The entire modern Sudanese manufacturing industry confront similar
 

circumstances for imported 
raw materials, intermediate goods, or capital
 

equipment.
 

CIP List Formulation: 
 No interviewee has suggested that the composition of
 

the list is determined by any s,'stematic review of 
inputs or other rational
 

analysis. I concluded that 
the list is determined randomly and through
 

momentary GOS/AID priorities.
 

Comparative Advantage of Sudan's Manufacturing Sector:
 

rf Sudan had reliable and modern electric power supply; modern roads and
 

transport; dependable communications, and other required utilities, it is
 

doubtful that any sector, other than agriculture, would have a global
 

comparative advantage.
 

Many factors account for this state of affairs. Training and education in
 

manual and technical skills does not provide a minimum stock of manpower.
 

Many Sudanese otherwise capable of skilled industrial work are attracted by
 

higher wages abroad.
 

Basic industry and required raw materials to 
support a modern industrial
 

sector are lacking. Almost all required inputs 
in the manufacturing sector
 

are imported.
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Comparative Advantage of US Exports to 
Sudan:
 

Without exception, importers of US commodities would prefer non-US 
source
 

commodities 
on the basis 
of cost and delivery. 
The U.S. requirement of
 
shipping part 
of US-sourced commodities in US bottoms works a cost 
and time
 

penalty on importers. Shipments are 
often trans-shipped through
 

out-of-the-way ports, and 
unpredictable delays in delivery ensue.
 

Which Categories of 
CIP are 
Most Productive.
 

There needs to be more investigation, research, and analysis on 
the
 

composition, makeup, age, 
and productivity of capital stock 
in the Sudanese
 

economy. 
This is particularly true 
in 
thc mechanized agriculture, transport,
 

and power generation sectors.
 

What is 
clear by casual inspection 
is the enormous 
cost of high-capital
 

intensity machinery and 
equipment, inoperable because 
the required spare parts
 
and skills to repair are
it unavailable. One successful Sudanese operator of
 

transport equipment ubserved that the annual 
cost of maintaining and 
repairing
 
engine driven machinery was in 
the range of 15-30% 
per annum largely in
 

foreign exchange.
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We have no ready estimate of capital stock, but 
a clue as 
to the size of tne
 

rachinery-spare parts 
market can be 
found in examining the equipment,
 

machinery, spare parts component of 
the CIP to date. The total is J60
 

million, or 
30%. Of the $60 million, $27.5 million (13.7% of Total 
CIP
 

Commodities) is categorized 
as *spares*, and appear, with 
some exceptions, to
 

be agriculturally oriented.
 

If we apply 
a 15% ratio of spares to replacement cost, this suggests a capital
 

stock served by 
these spares of $27.5 
Million 0.15 = $183 million. Actual
 

operating agricultural machinery 
is undoubtedly very much 
higher in value than
 

$183 million, out 
the positive leverage to 
be gained through timely
 

maintenance and repair 
is clear.
 

The problem is compounded by the broad 
 practise of providing "standby"
 

electrical generating capacity to 
cover power outdqes. The emergency
 

generating units 
in 
turn require extensive provision of spare parts and
 

mechanical maintenance. 
Thus placing further strains 
on 
an already inadequate
 

supply of mechanics and skilled labor.
 

There can 
be no general satisfactory solutLon 
to 
this complex problem until
 

the electric power industry can 
deliver power with s'ifficient reliability to
 

dispense with redundent 
emergency generators.
 

I suggest that 
rapid movement toward an 
efficient and dependable electric
 

utility sector 
receive highest pricrity.
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Schedule A
 

S(1,000's)

to Date
Sector/output 


Firm Name 	 Aid Factory
Category 
 Input 	 Outout
 

1. Sudanese Kuwaiti Poultry Co. 
 Private Feed Grains Eggs

Mfg. Personal 
 ($497 m) Chickens
 

Consumptions
 

2. Sudanese Oilseeds Processing Co. 
 Mixed Machinery Peanuts
 

& Spares

Mfg. Consumption (1,118 m)
 

Evport
 
3. Sheet 	Metal Industries Ltd. 
 Private 
 Sheet Metal & Air-


Air Cooler Coolers
 
Parts
 

Mfg. Consumption ($3,100m m)
 
Personal
 

4. Waliab Oil Mills Ltd. 
 Private Chemicals & Tallow
 

Tallow
 
Mfg. Intermediate ($24,200 m)
 

Mfg. Dir. 	Ins.
 
5. Tana El Roubi Transport Co. 
 Private 
 Tractors & 
 Tractors
 

Spares Spares
Transport Agric. 
 ($2,273 m)
 
Services
 

6. Union 	Carbide Sudan Ltd. 
 Private 
 Raw Mtl. & D-cell
 

Spares Batteries
Mfg. 	 Consumption ($1,968 m)
 
Personal
 

7. G.F. Kabbabe & Sons 
 Private 
 Pharmaceuti-
 Same
 

cals
Distribution 
 Consumptions ($359 m)
 
Oersonal
 

8. Kambal Intl. Agencies 	 •
Private 

Distribution 
 Consumption ($341 m)
 

Personal
 

9. El Gezira Trade & Service Ltd. Public 
 Ploughs
 

Tractor Parts
Distribution 
 Agriculture ($1,750 m)
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Table A (Con't)
 

$(1,O00's)
 
To Date
 

Sector/Output
 

Firm Name Category 
A, 

IFaput 
Factory 

t 

10. Intl. Tyre Mfg. Distr. Co. Ltd. Private Carbon Tires 

Black, 
Rubber 

Mfg. Transportation Chemicals 

($3,258 m)
 
11. El Roubi Accumulator Co. Ltd. 
 Private 
 Machinery 	Lead
 

& Spares 	Acid
 
Batteries


($141 m)
Mfg. 	 Transportation 


12. Sudan-Ren Chemicals Arid 
 Mixed 
 Chemicals 	None
Fertilizers Ltd. 
 & Spares

Mfg. Agriculture ($594 m)
 

Total use 	of CIP Funds 
 $39,599,000
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Appendix B
 

List of 
Persons Interviewed
 



Washington
 

r. AID 

Richard Blue 

Donald Bowles 

Joe Carol 

Michael Crosswell 

Georgia Fuller 

Peter Hagen 

Alan Reed 

Monica Sinding 

Jerome Wolgin 


II. IMF
 

Peter Heller
 
Robin Kikuka
 

III. Bureau of Census
 

Michael Hartz
 

Khartoum
 

I. AID
 

Ravi Aulakh
 
Robert Brown
 
Thomas Cornell
 

List of Persons Interviewed
 

NE/E
 
PPC/E
 

NE/PD
 
AS/DP
 
SER/COM
 
SER/COM
 

AFR/EA
 
NE/PD
 
AFR/DP
 

Valerie Dickson-Horton
 

Thomas Eighmy
 
Pierre Elissdbide
 
Anthony Funicello
 
William Ibrahim
 
Frank Martin
 
Mary Ann Micka
 
Carlos Pascual
 
Anne Pence
 
Girgis Seidaros
 
Keith Sherper
 
Donna Stauffer
 
Mel Van Doren
 
Jack Warner
 
Fred Winch
 
Eric Witt
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IT. 	 Dutch Embassy
 

Richard Brown, Cutch Economist at University of Khartoum, DSRC
 
Ian de Jorge, Charge d'Affairs
 
?ert Ronhaar, Second Secretary, Dutch Embassy
 

III. 	 GOS
 

Farouque Abdul Aziz, Macro-Economist in Egypt PAT MOFEP
 
CAC Chairperson
 
CAC Chairperson's Assistant
 

Victor Wahaba
 

IV. 	 Private Sector
 

Ahmed Mohamed Abdalla 

Salad Ibrahim Ahmed 

Dennis Chappell 


Mohammed E. El Bakri 

Yahia El Roubi 

Hassan M. Ismail 


G. J. 	Kabbabe 

S. k. 0. Kambal 

C. J. tazar 

Mohammed S. Milani 

M. Mahmoud Mohamed 


Mr. Mustafa 

Donald Radley 

Salih Monhaed Salih 

Sung 	Yang Cho 


El Roubi Accumulator Co.
 
Rahad Engineering Co.
 
Sudan-Ren Chemicals and Fertilizer
 

Gezira Trade & Services Co.
 
El Roubi Accumulator Co.
 
Sudanese Kuwaiti Poultry Co.
 

G. F. Kabbabe & Sons
 
Kambal International Agencies
 
The Sheet Metal Industrial Ltd.
 
Taha El Roubi Transport Co.
 
Gulf International, Parent Co. of
 

Sudan Textiles
 
Sudan-Ren Chemicals & Fectilizers
 
Union Carbide
 
Sudan Oil Seeds Co.
 
International Tyre Mfg. & Dist. Co.
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Appendix C
 
Appendix Tables
 



Apoputid ix Table. C. I: Ik a1.1111t-U1i 'I 'dv illSuat 

lPxports - in LS millions 

Vo I umu 
of Cotton
 

Year Cotton Exports Grouhd- Sesame Totil
Gum Total
 
1980-100 nuts Arabic Exports 
 Imports 

1960 33.2 4.4
144 .4.6 6.6 63.4 56.9 

1965 31.1 138 8.6 7.5
4.8 68.0 64.5
 

1970 63.7 
 308 5.5 6.5 9.1 103.9 89.4
 

71 69.9 423 9.3 8.0 101
8.0 114.4 1 
72 72.8 357 9.7 9.2 9.1 124.4 105.3
 
73 84.3 289 13.0 10.7 7.4 151.2 135.i
 
7 43.3 88 18.2 16.5 14.3 122.0 221.0 

75 70.2 181 34.4 11.9 7.6 152.5 321.3
 
76 97.8 233 37.0 
 17.3 11.2 193.0 304.8
 
77 133.2 
 213 28.8 18.3 13.5 230.2 336.1
 

78 122.9 20.7
136 19.2 14.8 195.6 401.3
 
79 151.3 152 10.0 
 6.3 18.5 232.7 426.2
 
80 121.9 
 100 5.9 24.9 17.9 171.3 703.7
 
81 66.5 44 66.5 35.3 33.7 357.0 749.8 
82 122.0 %76 33.2 38.1 37.8 483.1 1,083.8
 
83 395.9 
 183 16.4 70.0 73.6 8i0.6 1,572.1 

83 /84 196 

Source: IMF, International Financial Statistics, 1984
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Appenili Table C St-ucture of Racord"d Impocts and Ctr's Uhr, rf Total 
Iat Sudam. V T11 - 19"4 

q7, 

1q77 

178 

1919 

79180 

-' & 
"-3b.aaci 

5QIS44.7 :9.0 

19.5 1I.S 

41.8 U.1 

61.5 13.7 

61.S 12.) 

131.9 20.6 

Is t*rtals 
Intl. P.prcleama 

2 
34.0 13.? 

28.2 7.8 

31.9 9.) 

&;.G 12.1 

50.8 11.3 

73.2 13.3 

124.8 19.4 

.,cine & 
C*emiO!L 

2 
27.2 11.0 

40.2 11.2 

33.4 9.8 

32.7 8.7 

41.6 9.3 

48.8 10.2 

57.8 9.0 

Teatitla 

I 
24.1 9.7 

43.0 11.9 

21.9 6.4 

28.2 7.3 

37.0 d.4 

26.7 5.6 

33.7 5.2 

luchlnary & 
Trausp. I.u;-p. 

613.8 23. 
123.6 34.3 

153.6 45.0 

135.3 43.9 

169.4 37.7 

171.7 34.0 

110.3 21.9 

Otke, "Id. 
Coods 

I 
38.7 I.6 
80.1 16.7 

50.0 14.6 

62.9 1f.1 

8.3 19.6 

93.9 20.0 

113.3 11.h 

DaJtaSfrom|Lkof 

Toal f 
"ill. LS. 

247.3 

339.9 

341.4 

376.3 

449.3 

47/.3 

644.0 

Istl 

lebvaenzo from kill LS 
CIP (1) CIP (2) CIT (3) CXIII) 
'19M0 Ir 1 IT 2 FT 63 

killj1ULS 

CIP(s) 
FT 4 

Total 
CIP Imports 

sot. Igcl. 
Ca"&Crest 

I of Tt-
Imports P 
Lk olS 

,an/a 

'At 
81/82 

'82 

R2/83 

31/384 

4/85 

1418.3 21.6 

107.3 20.6 

304.4 18.3 

146.1 13.3 

1W..3 

269.8 

412.3 

437.6 

21.5 

23.2 

23.0 

27.2 

69.8 

4.7 

159.3 

192.3 
• t, 

8.7 

6.7 

9.6 

12.0 

27.9 

23.2 

36.9 

20.0 

3.5 

2.9 

2.2 

1.3 

183.7 

250.2 

438.7 

402.3 
.6.3,1 

23.6 

26.2 

26.3 

23.0 

142.5 

147.2 

303.9 

W.8 

20.7 

13.4 

18.4 

19.2 

183.0 

57.4 

1633.3 

1608.1 

4.870 

24. 1327.290 

13.770 

7.325 

1.510' 83 " 

0.389 

1.863 

25.21& 

3..0?2 

T9097 
0.367 

3.978 

23.011 

23.730 
37.302
1.S2 

39.000 

20.391 
24.6368.383.66 
10.285 

4.8?0 

2.317 

21.290 

13.633 

32.614 

6 5 .6 73 

68.587 
68530 

34.063 

0.7. 

3.1 

3.49 

1.86 

3.41 

5.4 1 

4.14 
3.193."; 
3.36 

3 the 
2.108 7.311 16.751 26.3#21 
1.012 1.493 10.143 13.310 

I
0 
1 



6 

AppuldiJx Tubi C:4 ILIPUL-OULpuL TabIl lur ' uIII01ayLk~i, 19tbl 

QUANTITATIVI TUOINQU 3 II 

Il'blv 6,3 

Inpue-Output Table Ijr Tanpnyika. .1961 (L million) 

Purcdafts byA 
industry 

41 V 

6.iup 0 Z . 

1. Sin] . 

7. Sut- - - 0.10 
9. Othcrop -l - - - 8.9 7.2 4.5 -
4. Livatock 0.1 - - 4-1.4 
S. Foretiy
6. MItsing 

. 0. .t - -- 0.1 - 0.2 U.I 

7.Mining3n09..
1I. Foods and bcvmrg= - - 0.2 

9. Other muta*.urin 0 0 - 0.1 0.1 0. 0.5 
10. Handmis. .. - - -

1. Constr on - - -
12. 1E.0"ity0.2 0.4 1 0.2 0.1 0.1 -2 
0. Commrc 
14. Building fownendip) 

0.5
0.1 

o.1 u.0 0.3 03.2 - 0.1 1UU. I 1. 

15. Trapun0 - - -- 0.. u. 
1I. services 0.1 - .0' 0.1 
17. Public administration - - -

Total 1.0 0.3 0.4 0.1 - 0.1 0.8 !11.71 9.1 4.5 2-7 

Merchandise imports 1.6 0,2 0.7 - - 0.1 0.8 0.51 3.1 - 5.3 
axes¢ - 04 - 04 0.1 u.3 0.1 

roes profits 4.2 0.3 75.3 16.5 2.6 1.6 4.1 0.9 I.9 1.2 1.5 
,iages 6.9 0.5 3.7 %j6 04 - 2.2 0.9 IS 4.4 

Value added 11.1 0., 1910 17.1 3.0 1.6 63 1.8 44 .. 2 ;.9- u- 4- ,-

Total 13.7 1.7 82.1 17.2 3.0 1.3 7.0 144 1 ,- 6.0 .10 
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Appendix Table C:4 (cont.)
 

INV'T-tIU.'UTr ANAI.NSLf AND3 1T3 API.WIVAruNk.s 

a. 
0~ 

.2 0. 1.3 . 

E0.4 E. 6E.' 
11 .4 

- - - *-0 0.7 U.9 0 .4 0.5 
a . . 1.7 I Iu 

- 3.) 0.1 0.1-0.1 7.61 7.97.4 0.1 
- 0.2 -7.9 7.4-1. 14.2 14.4 

- 0.3 2 .90 14.-102 N0.2. .. 3 7.1 .4 tb.1 
- - 0 . 7 14..90 -. -. 1.11 to1. 

16.0 . - 0.) 1.1 
0.2 - 0.1 0.2 -- 1.3 0.1 -. 0.3 - 1 1 Is 

0.2- 1- 34 .0-0.9 - 0.1 Ii . . 

- 0.3 - I _ 1.1 . 2 03t - ").9 - 3.9 14t3 
0.100.3.7 0-0. 3b -. 6. 9- --.- - ,---... -,1-4,0 

-- 0 . 7.4I- + .1 1 .9 

0.2 2.2 - 2.5 0.7 - 3 49.5 .1 "12 123.3 1.212114 4.2. 

- - 0301 -11 22 g I - 1.9 2. 1 

0.5 0. - 1.4 0.1 16.4 2.9 72.212 . -- 1.3 4.9 

- 0.4 - 0.5 13 - 9..3 4 - US0.2 2U3 - 5 

.1 0 17.5 6.5 2.1-L2.0 0 139 0.1 . 3- 1 

.
0.6 4.2 - 6.2 6.2 2. 4 -I . . . 

-1 108
 
2 19 [ 46.5 1,40 1 9.1 12.9 P 43.2 :"50.9 
 2.,5 24 U '156.3 -I.223.44.j 44 ." 
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Appendix Table C:5 InPut-Witput Table far Japan, 1950
 

QUANTrTAIVE TEC)INIOUL-3 11(0 

Table6. 
Input .Ouilsut iassk- for file.I lyoiokhgiscai C'ountry 

2 srs~.."ah I

Lmtba.Jvu1 1 1 I...3 sol firtlwa 71 101 S 

* TrammpWxhu.Im1.ue II 11)1 

10ItuRbbi .JU~u IQ Ill 14 7 147 1 1U 14 5711 w7 ..
 

I I Testilim ISAAn. I5I Oil N III "41 :12.f 174., w4. I

IlI U.4.h.Mtt N 1IPP Ii 1 '1 .57 I -a 14.9 411 I 

I IItluaftj evi 2M15l 11,; 3 71 254 2Y70 'I"lilt 7
I's aq~asa -. ".s rfbi t 1. I0U 11 1Il ." 71,v A5 6 I aI1 11 
13 L..wa'...4..-Jf.4,.j"-1. 5 14o 111 eg-' 11"A :N I.he I M it., I H. 1..
 
16 C InMAI.= 1.17 I4U t& 
 .14 13 i5 lull ss14glbt 'i 101 I I I l*' ip 

II Piwi.suan lpit"a4. I I I2I :23 1

81 Apvb~wv3nd I.wliry 14 I.-f'5 K 1!l.41
.I 176 -4.. 1 If. 7544-44 

20 I'vrg~qmwPnaQWia 4 I.9 . IjLI 41 S 31 )v1 4 .1 1/ 4A 

21 M~w m, 71 lip 7 ~ 134 4-0: I 1~ AA1 $itI I' 1 
22 Memo w-" I I -' III
23 Clm! -l '1 5 4 4 1S Ib 5 aI.., M..,
24 Triob I'll U'2 III I-A' Ifi 147 51*. 'h 7 .4M - I-. A' ' :1.1 II. 

21 Nprw amj '..Jocts 14 1 0 IA74 110 1 'a. ill5 26 1 I t. '.10

24 1W e #.-,# I I I .. I ln, $Y 5
4. 7 41 .. .4 II . I
 
27 t41.o 0 4 II
-- * 4'1 10 I& & 27 1:1 .. : '. , 

29 1 rlv... -.4 "forat X-if I 
30 ImuiwillJ.r7 1.w.I5LP) 916 0.46 #V4 /I 
31 Totl fodgwOicuul.,) I.,?01 5 9?701%Am01 a )11 I4D 

5.2 2154 "I2 645 1744 M9 9 A " II :.1v 0"441 
1161 IPI 7%4 ii il '1,-'14 114-1Id,'14" 

n2 I mrwn; I m 2 101 InI III Is "41 U IV 60 1~' 
iiToWs 9*Wpy (7,) fp .P&I~ 5104.5JlI 1(54 174A74.5 '51 41 :IL-M'49.11' 

Rrof ..id from It IL. OCaWW 3nd P.0. Clatk, Imrre~rniury Frmmts Tab).. 1.6. 14 :l44-17. by
pIorwavirv of John Wiley & Sons Ltd. 

http:IL-M'49.11
http:ImuiwillJ.r7


Appendix Table C:5 (continued)
 

Input Output Analysis and its Applications
 

to,
Soo,,an pow
 

Moi . lw dm. i 
( lltk. M. 
 hw l..,
 

*%ssaf,	 Je. 

I 1 I14 1124 	 1.41 5I11 -ON lI 
h61 I'ft I.. . II'm . 

I" U ,I, uI 

167 4 1 Iit 1141 111 J21 3. W l. l 

224 	 .1.4 N!1 60 146C II': f164. 

21 1 12.3 7* oIll 7 lio.l .'Ilo :4X. , 

in2 F 3 14 114l j? 121 3 441 43 . IIIJ 0 1 6 f1.411 1' 4I111	!.4 124 .- , I 
17 1 1 S13 W.. 3 .0 h 

)7IVI.3 lull1 11:1 144U V 

431 49"194 30 7 237 2 5 122,1 t .1u 442 3Ul4w& .. E11I 

40 44 42 33 II911 23U 2 141 4 17 11 .".4 330 Nub~ '1- l11" 11 
21 6 1 3 14 1 160 . . .4iIll i1 14s :I W'.1ti, I. 

41 4 Is 3.47 1 w 3i 8321 13tel -31 !! V4W1 A23WO114. 17 2U .* 114'I 
73 1 13 4 12 44 17 16 .2 7I 1 .. 6l5 .47 1. 15413.4 3.1'hI lulIl 14W IfIS 

19 4 
2341 307 (.6 

1 6lb 
1:4 12? 

11 

'Ii 
2 

.1]? %I 
4 ".7 

.. 
I'l 4" 4111 

-
I'.11, 

' 4!17t. !%u I~~m ~ I 
14..L. 
isIN.gi..of 

1 ... 

Is 1 9 3 2 It 31S 116 if. In 4 I)- W. 1LINI of 
311 U 15 1i 3IiU N7 4 lt12 fl 4213 4..4 1663 II 

106 1111.1 IlI to 1 . . 

234 207 " 4 '.1 4A IV II 1 1114.1 

2M31229 W1. W1 41 IM1 I71ll q.) P1 P43 14 II IAP 10V i~4Il 16114 	 4N~ 1711 ,, 4 

421 3561 to 27 It 11 Ill %6"% V Oil 6! 4,1 , t.4., ..2 ' 
M1 50 U II I 111 40 ill Is 1 , I' :,* 7-1 a 1 " ., 1 14 IJu & 

291 2 II P 4 1 11 .WI41i! ) I 'A1 ls .11 V 14 I %4 . 

"l92 I3' 211]1.!63 173 1 7V 1054 !Ai h1 M.1 71-1 0~1 417S 415 4?" a- . 41 * 

,, . : 111 , 4 , . ,u74 to 

3114 J 121V 7 31.')t114 " Not v, 14'7 .v*~ I, l. iu)4 1 12%14 LM6 7 1 1. 
31 " 147 21115:4 1 4/1I.41ll.'1026 I 

214 9 3141 1 4 1:1. 76 6? t U I N. .1I 1.11 


21il I I ."I 2$46107 I 13 I 11I 3 112 1111F '4 I 111 311 o 
' 1
II____ __ _ _____ ___1__ _l__I
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Appendx Table C: 6 I'pur-OtiLpul. 'r.9llL I(r Nigtur[ o Ia, () 

Ta'cbleJ8... T t , ' ni ., 'ru" Il t I . I , I.,. :0,,,,;. ,.jid jos ar ali e oi InIIb e~rs u l 1,. 99l .. /. t. . .pi war ti crt. x Ih c.1IP t ha l l .le :. il L'I h i-Lm it l ) 

. O0.4.1'.lur.0 177:14,71 29.0.};I ill( I 2.11 .I.I.1 ikIi l i .l
 
2. i4valt'ek, l h'g, focllry IU.0 Ou .,_. I 0.1.. 1.0. 0.0 ".'. ..
3. Agft pocmaing 04.9 583.0 0.0 3".,4 21.1A 0.U 100.9 .19 L,,I ul..L 
4. Tn-U 1 0.0 0.0 0.0 0.0 0,401.8 O.P 0.0 u.1) 1.
5. Cothing 0.0 0.0 0.0 0.0 0.0 0.0 0.0 to( U.11 0.u

0. Drnk and toba 0.0 0.0 .0.0 01 ) 0.0 O. O.O (9 UuI u.()
7. Food 0.0 0.0 0.0 0.0 0.0 0.0 U. U( U40U&I
a. Me mnJdnil 0.0 0.0 0.0 0.0 0.0 0.0 U. U.t Uu u.u 
0. Non-mew mreIni 0.0 0.0 in0 5.2 0.0 0.0 1.0 19..4 ull 2I19
 

]o. C21.wz11 0.0 35.3 0.0 
 0.0 1.0 29.L 0.0 u.u u, u.1 
It.Transport 23.2 538. .221.0 35.1 1-273.2 18EL7 I.oKi l .9 .1 .'
12. UHIIUA 1.5 0.2 \ 507.7 7011 21.7 71.0 :'20;.2 74.14.2 9 .12.')
13. Trade I81.3 30.4 .1411.0 710 I..IS0. 00.1 03U.7 W.1 I I. 11.:" .5
 
14. Comrutgpj 
 O.( 0.4 00.5 .8 0.5 11.3 17.A4 91.2 'JM ) 9UIj
15. S*v, o 411.3 08.0 1,557.0 ,4 341.A [::u.7 -1 .915=A 772.0 1.0J.1 ,'l

10. T-ra m o4dput 0.0 0.5 128.1f 1.2 0.4 0'1 10.7 ,..) 9u.u 9. 
17. No-netnll mfrm.I 0.0 0.0 0.0 0.0 U.0 0.0 u.o 0.0 so U 0.018. Meta Mfg. 0.0 0.0 142.5 45.9 74111 57.8 7U.1 27.1 "-1.U I 11.5
10. WOd, l4teiito. 0.0 O.0 50.3 0.4 L.7 47.1 ION: 15.U 3.0 :;;.
20. MJsJhllaamomr,nF, 0.0 0.0 25.1 32 2.4 2.3. 05.. 7.. I:l.u 1I.2 

Tol Intermd lat 
nputs 1.000.2 1 =5.3 42,480.1 2,771.0 11,U03.9 1.114A' 12,002. I9.U,07 .! I,271.JU

Imports 2,070.0 4,843.5 2,13,3 017 4.507.9 3,710.7 3,4773 ;.4,A 3,.11.2 r2.7 
Total inputs 3,070.8 000981 44.015.4 3.3191.315,373.11 4.U35.0 15.&J' I 11:.31 :I9.i.i U.:J 
Total oulputs 4.8.519.5 08.4.1') 7'2.777A (I,. .M.t :;:I5h.tA 1'|.5011.7 1:.9 U 1M1.:9 *i13..50.M 9 .U. I (I 

Valho addod 455,447.7 M)1.344.5 23.102.4 .1.77.1 IOU1.11.0 -.',UI.7-. 7' 1]':t)wif;. 5,.9l1..; 1I.9I. 


T.va .y (Cotinued) OVA 0 * ':... 

i0 171I 12 13 1.I 95 f'i I 'I1 
1. Agricelture 0.0 0.0 0.9) O.0 09) 0.0 0.0 (9(9 119II.3 

2. Lirtt'ck, flsh*&. IorestrY 0.0 0.U u. 1,71.1.8 0U 5.2 U.9 9. 1 t 9 I 9 '9l 1 
3. Agric. proccuLng 0.0 2050 0U 0574.A 0,0 2J. U U (1.1 I. UU 
4. T ol.s 0.0 0.0 U ( 0 0.0 0.0 U( lu 0909 1.1.1 
5. Clulhiulg 0.0 0.0 1(,IU 0.1) 900.) U.0 (0U U.U Ill) (its 
o. Dri.k and tobacco 0.9) 0.0 00 0. 0.0 0.0 Ut U 9l t1l J U 
7. Ftiud 0.0 U.0 (IU (9 99ll ( ) D ill I'll 9099 
ti. ltl Inln g U.0 0.0 0.0 U U U .U (J.U 92-.11 till 090 
9. Non-mem mining S13.9 430.0 U.U 4,5011.u 27.0 0.3 2'2"; :uI; is. us' 
JU. Chemicals 4.J 0.0 U.9 740.1 U.11 00 0U 1.7 9999 IOU 

"II. Trport U.J 20 .7 1.J'j.7 7.1IM 19.9111.4 295.3 5J.,I AO.4i 4. '; I9h.7T 
12. Ullltl o I1($ ;m %1 7.2 "11N) It, tin.0 0.0 121 (19 " I9. 1 ... I 
11. 'Trlo I 1H7.2 101.7 tt) (,072.0 2,1. 217.4 9(0.9 III 1 I11. 
1.1. C4.IIafI,1.on 91( V')2 117.1 U9) 0 )tM11.9 I 1 6" 9 *19 .91U 9l9 

15. Survice !P.10G s' 0(I IN . WW N02 t9.587 2915 929I9o1 :MA :1) 1, 
10. Tr-jusport eqr99pmcnt UU . 00 40 I.. .I.0.1%.1 (9 217 VU .I 
17. Non.inetallho min,.d O U. i99 I :i7"L1 9)U (999 11 () It IllU.0 (, 

18. Mets m&.. 1092 3103.0 00.. 25U INU.3 3.4 U.7 1u Il; '. lull 
9o. Wood, ]etther, etc. 74.-.4 12.'7 320 t.1.54.1) 2,92.2 5.7 7.1 99 1 ID, .
 

.•llmicou.mlg. I 09.1 U 71r.2 19.5 ,, ,
0.. ,3, 2.1 ." . (O0 

'lInJ intarn ediAts 
Inpvlu 12,.0.0 1,537.3 5.lO0.1 31.071U 'u.t1.1 1.200.0 rA"1.'. 1 .4..1 7 ti; . 2 

InlpolU \ 11.b,57,U 731.U ,20.U '.u. 1.U 1.29 .U 2,5.5U.5 12"2.7 . )7.U 9. i 7 .9/ 

Totld nputf 24.417.11 2,270.2 53.111. 511.,100 0 1.:7,0 9..'.I 1t , 912,1261(1700. 099 72 
Total outputs I !A4.!l2 1 9(1'.01O '.0I.V 4 ,I7, i "., ".Ju.I 7 .11 I47 925.9 ' i, 2, 

%V .ainadd0idrd 0 , 0 1, (. :i | , 17."50 115 1 99)1 I .OS, iJ O "1 ," I 99 .01J15 0 9 I . 0 'U 9P * 

http:24.417.11
http:C4.IIafI,1.on
http:15,373.11
http:I,271.JU


Appendix Table C:5 (continued)
 

Tabla j8. (Cuilimlgut) 

JoIol la11i1I 

3~37..0(.01.
1Z. LlVuto*k Ohhlq. fomty 40.470 .800 0JJO$ 
.3. AgioultunJ pmvxdsiug 0.0 0U,04.4.,Tztd1-030.2 0.0 4.U040.0. 

8.Drink and tolzaK 0. 0.0 
,7- 1Food '0.0 0.0 Iil& .Mow'inang1.0 0.0 O,03Xu.

9. 1o.~jmining 0.78tm.0 

M3 UulTmd 1-1440.1 0.0., 0.013. C wTade U I-O.1~ 3.0-wua 1,107.M4 snift jo 2.582.(j 4j5O uj0 0.0I&5 T =so et qtc. m 12.8uI5.0 4377.7 8.715.0
17. Truaspos ndvfmwW pr d c s,50H.5 1= 0.0
I&7. " e, fi,~m r du bI *~ %)~a 0.0 17.4
1. M.wa1 a pomU cuzti-.- b r p s- 7 . 1,7172 7.3
219 MWaOdMl N va=?*Ape, U bb ls t 4 ,55.5 0.0 0A) 

TO6Io*tpot (-- of1-20) I5581I TI00.J125 2.7z4 7u 

Table 18. (Concludcd) 

CAMI41%ml of inturiodjt SwUd 70.0=3 
Consumptiou of UnpyAru 119=894 
lnvwaswnt ill IntenuledLiat gooL6 100,312.
Imsitment ill imaqirl 30,3J3l. 
Ianvuimtn vziuu uinI-1aJ 17.237.9
Trnda bIacu (,ipuxrbi-Impomt) -07,048. 
IIHIIRXIC talwi 24.711.7 
limwww frni airuoAl 1.70U.0
 

K~ d u tyi~ h a l ~m m0et mC Na d A. Vti . 1, t p r c e 

L414YZU04MAIWPW09OW684 -112-M 

I 1IV 

fSi~ 4r..3 

Ii1~ i. 

3-1.82. 8 
I -iJ. 

U. ; x 

3,Wu..U 47u.2 
45,360..;J~ 

iWzuu %.u.0, 
U~. 7I I=-.!:5.4 

50.0 
WA 

.7 01.u 
15.2 ij '- 74.3 

.Ir. II0e7 



Appendix D
 

CIP Evaluation Scope
 

of Work Cable
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INFO UF(I.) 0c-
 PPCIII P$-gl KI -#I 

il2 At IM 
E1-1'151 Ilt-1l MASi-lI 	 .
 . . .......... *......................................... 


CI-I DODE-I /IllII
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INFO WL-06 COPY-RIA-Cs 
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o tIllOS2SEP 4 
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3(1: LIIIXANICuI1531, A5)SOL 261311, 


I. APPRECIATEN1. I CLARIFICATION 
Of TEAMAVAILABILITY, 


DATES,AND IOC fCONh-,CTS. 


STUFFAND TITING:
2. CONTRACT1OCALITI[S, 

ISSUEA CONTRACT10 SELECTED 
A FIRM: IJSAID/SUON VILL 


OF TIEA LEAD3R/mACRO
TkE INOVIIONF131 'PECIITING 	 AND 
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INSTItUTIOiAL[CO',OYlIST 
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