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Introduction

Since PY 1980, Sudan has nad a Commodity Import Program (CIP) financed
from the Economic Support Pund (ESP) assistance provision of the Poreign
Assistance Act (FPAA) of the United States. At the present time the PY 1984
CIP's for Sudan has been signed but not dispursed and the PY 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 muitiple 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 "mechanism 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 - PY 1984
(in § millions)

Year Program Number Item and Amount Total Amount
per Grant Agreement a) Commodities b) Cash c) Petroleum
Document
PY 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~-X-606 $40.00
650-K-606.B 62,00
650-K-607 18,00 . 120.00
Total PY 1980 - 1984 $324.25 $38.00 $40.00 $402, 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) Most of this assistance is not being disbursed due to GOS, IMP, and AID
disagreements after Macro-economic policy feform steps which Sudan must
implement.



“balance of payments problems®., The objectives alsc are more specific than
recent Congressional statements regarding ESF assistance tc be "consistent
with the policy dircctions, purposes, and programs® of development assistance
{Senate] or that "ESP 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 énd 1979 lead to {ts becoming an eve£ 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 27y (see Pigure 1 for the details), The share
comprised of such capital goods as machinery and tcansport equipment suffered
the principal decline, from about 43% in 1977 to 25% in PY 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
{nvestment) was 10% greater than aggreqate supply (GDP). (See Table 4 in
Section III and Appendix Table 1 which showe 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 arrecarages 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 festructuring necessary
for long run growth, the IMP and other donors have increasingly insisted on
policy reforms with respect to (a) pricing of foreign exchange, bread,
agricultural inputs, such as water, (b) reistricting credit expansion, (c)
reducing export and import tariffs, (d) increasing user charges, (e)
increasing {nterest rates, and (f) curbing public deficits, amongst others.
Sudan has implemented several reforms to address the above identified probléms.

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 gov:rnment., A. 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 querrilla movement in the South., This
political breakdown has halted oil exploration and pipeline vourk underway and
has resulted in further ¢-lays when oil exports can begin,

After a three year period of some policy raforms such as a series of
devaluations and commodity price increase3, e.g. bread and petroleum, the
government, {n 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 4.6
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 5093,5S *\ﬂ79.3‘
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 Service; World Bank, World

Debt Tables: External Debt of Developin Countries, (washington
D.C.: World Bank, 1984)

(2) 1984, USAID/Sudan, Concepts Paper, Country Development Strateqgy
Statement, Sudan, PY 1986, March 1984

(3} wWorld 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 gquaranteed
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 requlations, 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 Bgypt 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 PY 1984, and
was the principle cause for a negative rate of growth in GDP in PY 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
avajlable for use by AID and the Government to seek a way out of the current
economic and financial morass and to acnieve economic recovery during the

current decade.



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 been 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 PY 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, (it) import substitution, and (iii) infrastructure
support, e.g., power transport and communications; (c) ascertain the
developmental impact of the use of local currency gdenerations; and (d) assist
USAID and the GOS in improving future CIP allocations of both foreign exchange
and local currency, with a particﬁlar 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 PY 1980-84 CIP
documentation, e.gq., covenants, conditions precedent, and side letters of
agreement; (b) balance of payments and GNP effects attributable to the CIP;
(c) aralyze the relationship of commodity and counterpart fund allocations to
USAID and GOS development strateqy 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 allocatjons; (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 allocaticns can be trackad on a commodity
and firm specific basis. 1In 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 regqular
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 invelved 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 progranm,
Unfortunately, the available Tables (a) are out of date (1958 and 1973) and
(b) could not be rcadily 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. 1In 1979 the IMF began
a three-year economic stabilization program in Sudan to counteraczt 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 IMP 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



remedied. To eliminate external arrears, the IMP helped to organize a
rescheduling of debt in November 1979, and permitted the GOS to draw down on
its Extended Pund Pacility (EPP) 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 ﬁills in 1980 would lead to
substantial foreign exchange savings via import substitution. Pinally, the
GOS planned to exploit its newly discovered oil deposits in the South. 1In
this fashion, the GOS hoped to alleviate its balance of payments problem and
remove the growing constraint to growth posed by foreign exchange shortages.

PY 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 sale of the materials to end users was to be used to cover the local
culrency 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 ti.> firsat year of the
program, 1980, no particular covenants were attached, other than those which
specified that the local currencies ganerated by the program must be set aside
in a special account for use on mutually agreed upcn 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 PY 1981, In terms of
policy-related covenants of PY 1980, there were no changes {n the PY 1981
document with the exception that AID did require that the GOS take all
neécessary 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 Agreemeﬁts 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 IMP acknowledged the
problems which were created by external factors such as sharp increagses 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 pricé 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.

FY 1982 and 1983 cIp's

As a consequence of the poor economic performance in 1981 and IMP efforts
to engage the GOS in addressing the underlying problems, AID, via negotiations
on the PY 1982 c1p, requested that the GOS comply with all of the fiscal and
monetary targets of i{ts agreement with the IMF ag a condition for the releage
of commodities from the AID program. 1In 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 4 new private sector investment code to increase
levels of private Sector investment. 1ln 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, Pinally it should be noted that the PY
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 i{n the PL480, Title III program, AID had begqun in

-13-
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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,
Discussioﬁs 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
the World Bank. (World Bank. Consultative 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 account deficit throuqh a combination of
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 rascheduling
meeting by the Club of Paris in Pebruary 1983 which rescheduled 100 percent of
principal payments and interest due that Year. Prom 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 IMP's Country Implementation Reviews in which
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compliance with performance targets is assessed and initial determination
concerning quarterly dravdowns 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. 1In 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 policies, it requested the limitation of credit
to parastatals. Credit priority wQs given to irrigated agriculture which
contributed to foreign exchange earnings. The GOS was instructed to reduce
consumer food subsidies and PZevent 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
wag to move the GOS toward a free market foreign exchange rate policy which
would discourage imports and encourage exports,

AID's PY 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 spa pezrformance 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 PY 1982 Program. It proposed to link "..,the allocation and
disbursement of BSP funds and GOS progress toward improved management
performance.® (PY 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 IMP's Standby Agreement for that Year and its inclusion in the
CIP covenants reflects a direct concern with budget deficits. Itg 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. PY 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 PY 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 CIpP commodity allocations relative to the CDSS
objective. See pq- 76 and Table 15.)

GOS performance during the IMF 1983/84 Standby Agreement (Pebruary 23,
1983 through February 22, 1984) did not meet the expectations of the IMP. One
critical measure of economic performance, GDP, declined by 2 percent despite

considerable increase in cotton output due to a fall in output {n the rainfed
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agricultural sector caused by the increased severity of the dzought, 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 fegiong, 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 Milite:sy Economic Board (MEB) was launched early in
1983. This development has further complicated efforts to increase private
sector savings and investments. (The impazt of the MEB with respect to the
objectives of the CIPp program is discussed at various points below.,)

On the positive side, the GOS socught to implement policies to further
expand cottcn production, limit budget deficits and credit expans.on. 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.] ?inally, in conjunction with the World Bank, it sought restructuring
of the textile industry while initiating some Stop gap measures to ease the
severe liquidity problems being faced by both the public and private sgector

firms in the industry.

The PY 1984 CIP

In 1984, AID approved three CIPs, one similar to earlier CIPs, 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, {.e.,
supporting the IMP standby agreement, local currency deposits and their
timing, including deposits by public sector organizations, but also a number
of additional specific {tems. (See Table 3.C). The most important of these
covenants are defined below.

Pirst, the GOS agreed to jointly undertake a study of the then current
75/25 Poreign Exchange Rate Pormula governing the conversion of agricultural
export earnings. The purpose of the study was *to determine how production
and export incentives wou.d 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 requlations to permit peanu: exporters to convert 50 percent of
their 1984/85 export proceeds at the leqgal 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 itselr dampen 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 tegional development by establishing a
Regional Development Support Fund based on the local currency generated by the
CIP. 1In line with its program emphases on agricultural development, and
particularly the development of rainfed agriculture, this Pund 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 CDSsS,

Pourth, further emphasis on regional, rainfed-zone agricnltural
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,"

Additionaily, "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 “he Industrial Bank of the
Sudan...These funds shill be re-lent to private sector agricultural
enterprises according to standard ABS and IBS practices." Pinally, the GOS is
to take steps to increase its lending operations through these two banks in
the three southern regions of the country.

Pifth, 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 markgd increase in the role of the Military
Economic Board in the economy, AID declared that all MEB corporations,
subsidiaries, and joint ventures would be ineligibie to import or transport
CIP commodities.

The major covenants of the PY 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 P. Winch and D. Martella, 1984,)

The Mission included this particular covenant despite the fact that the
lead role in macro-economic policy changes had, t»> 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 dialogque 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. Upnder
Article IV, of the Standby Agreement it is specified that, all dialogue ceases
when a government moves into a condition of arrears with the Pund. The
Agreement did in fact break down in July, 1984 when the GOS formally became in
arrears to the fund.

Other covenants of the PY 1984 CIP largely reflect a continuing concern
with commodity allocations to the private sector and particularly to the
agricultural private sector. The regional focus aAppears 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 Reaional Agricultural Grant Project.

USAID has clearly bacome 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 PY 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 u.come increasingly
sophisticated and respected by the GOS and donor community, including the IMP,
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 PY 1980,

Effectiveness of Covenants and Policy

Dialoque in Achieving Policy Reforms

Poreign 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, 1In
October 1984, the Governor of the Bank of Sudan abolished the 75/25 exchange
rate formula for all crops except Eotton and qum arabic, thus increasing the
effective exchange rate by nearly 48 percent. The adjustment 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 PY 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 dialoque 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 IIT 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 coi.sinption of, low cost imported wheat and reduce the demand for other
coarse cereals, eq., sorghum. In addition, 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 PY 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 IMP's Standby Agreement for that yYear and its inclusion in the
CIP covenants reflects a direct concern with budget deficits, But, it more
accurately reflects the Miasion's increasing concern over Sudan's overvalued
exchange rate and the divergence between the official and free exchange rates,
both of which were hurting Sudan i1n thie world market, At the end of 1983 in
preparing for the next CIP PAAD, the Mission felt that the foreign exchange
rate {ssue area was of paramount importance. Movement on this isgue was a

Principal item on the IMP agenda when the SBA was suspended. In a review of
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USAID's involvement in macroeconomic policy issues, Pred 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 PY 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 {mportation of wheat and
an implicit tax on exporters of agricultural commodities through the
denomination of export earnings at an exchange rate well below the commercial
bank rate.

With the impending collapse of the IMP 1983/1984 SBA, USAID moved to
become involved in the exchange rate issue in {ts CIP to pick up on the
important policy issues that would be left hanging {f the GOS went into
arrears with the IMP. Discussions were held with the GOS which indicated that
the Bank of Sudan was congsidering a number of exchange rate adjustments.

USAID proposed to focua 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. (P,E. Winch and

D. Martella, ®An Evaluation of Sudan's 75/25 Poreign Exchange Rate Pormula,®

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 at
international prices as reflected by a more appropriate exchange
rate, present implicit foreign exchange rate subsidies on imported
inputs and the implicit taxes on commodity import prices could be
eliminated, and at the same time provide attractiv.. prices to
farmers.® (pp. 23, Winch, 1984).
A8 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 pcice

imported inputs at imported parity instead of the lower rate,

Public Enterprise Reform

The GOS pledged to make two policy chances according to the PY 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 :iIn 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. Por 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 cthe
irrigated holdings. The GOS promulgated a deree in January, 1984 that put
small scale White and Blue Nile irrigation cperations 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 strcnger 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 PY 1983 CIP are to be found in the Second PPPED
prepared in October 1983 in preparation for the Consultatjive Group Meeting
held in January 1984 [GOS, PPPED~II, October 1983]., 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. Pirst, 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 .ader the Company Act {n early
1984, Some limited financia] 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
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industry has also taken pPlace under the World Bank's programs. OQverall
performance has been greatly improved and there have been considerable savings
of foreign exchange because of increased sugar pProduction. Finally, the
textile industry has been subjected to certain reforms to the degree that the
GOS has cut off direct treasury subsidies to privatel; owned textile mills.

While the privatization of the irrigation schemes ig significant, there is
feasonable doubt concerning the ability of the other tecently privatized firmg
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 s
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.H for analysis of the impact of these policies
On a particular private textile firm.)

In terms of further rtestructuring the parastatal sector, the GOS only
fecently announced at the September 1984 Joint Monitoring Committee (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. Purther, rapid growth of the MEB since
its formation in 1983 has led to the assesament 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. Pirstly, 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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position of the parastatals in the economy (see Dunlop, PL480 Evaluation, pp.
18-19). Ssecondly, 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 quidelines, 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 consistent]y attempted to assist the private sector through the
chanelling of a portion of cIp commodities to the private sector. Itgs
attempts to directly insure allocation of sufficient foreign exchange to the
private sector through its own program were accompanied by several policy
initiatives, Pirst, in the PY 1981 and 1982 crIp agreements, covenants were
specified which reserved minimum shares (50 percent and 60 percent
respectively) of the available foreign exchange via the CIP, Second, the PY
1982 and PY 1983 cCIps 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 PY 1983 cIp specified that $7 million of
CIP imports go to private sector firma 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 enterprices 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 cconomic growth and foreigh exchange earnings.
However, as i3 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., 1In 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 A{d 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 pPY 1984 crp,

Since its organization in 1983, the CAC sought to strengthen i{ts
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 ils 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 13 of considerable importance
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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
perfcsm some of the analysis needed to make sound allocative decisions, as
long as foreign exchange jcarcity persists., These analyses would both
incorporate private and public uses of foreign exchange commodities made
available via the CIP and other similar bioclateral programs,

USAID has also attempted to increase the level of total private capital
formation. To do this the PY 1982-1983 CIPs requested the GNS 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 Pinance committee hay been established to examine means to encourage
private sector investment, In addition, the GOS's fourth TYPIP included a
section on encouraging private sector deviopment which can hardly be said to
constitute a major program emphasis (GOS Prospects, Programs and Policies for
Economic Development, 1983/84-1985/1986),

Moreover, the holdings of the MEB have greatly expanded and Sharia Law has
altered existing business and banking laws. BDoth 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

-32-



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 Novemper 1984 GSAID 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 cconomy 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 to> any sustained private
gector qrowth.

Beyond foreiqn exchange rate policy that the CIP is currently
confront:ng, there are a number of other GOS 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 marqging; (b) specify minimum wages;
(c) make {t difficult for firms to fire workers once hired, even if production
slumpa due to a reduction in demand; and (d), creaced 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'g since FY 1981, there
remain many specific hurdles te overcome before 4 vibrant private sector will
materialize {n 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 PY 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 develnpment. 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 aqricultural 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
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context of the new sectoral programming under regular development assistance.
While AID has programmed congiderable resources for use in the western and
southern reqions of the country, the efforts to move the GNS allocative
process in that direction has not been clearly successf.l. 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 createrd 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 teo rainfed zones will again depend largely on
the effectiveness of the CAAC and Ehe viability of the Regional Development
Funds to be established {n the 1984 CIP. Moreover, hostilities in the
southern regions and the political impasse over revenue sharing between the
central government and thoge 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, It was only in

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
IMP'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 FY 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 producers 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. 1In 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., Tts efforts to bolster the private sector through the development

of a new private sector investment code have yYet to bear fruit., Moreover,
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there are strong indications that the anti-private sector bjases 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 eanterprises. Pricing regimes, wage laws, banking laws and
corporate requlations are among the business policy areas to be reviewed,
Further, if USAID would like to se2 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 Miassion to move point-by-point through a policy
change process by providiia 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 technjical
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 substantia) 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 économy was basically
in balance, with aggreqgate demand (consumption Plus investment) nearly being
equal to aggregate supply (GDP) and with a corresponding near equilibrium in
the trade balance. However, in FY'1974, the country began to develop a
serious resource imbalance and, by PY 1975, demand was greater than production

(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 sti]l 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 PY 1984 by
about 10 percent and an increase in real exporty by about 17 percent, Thus,
while Sudan'sg 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 qainas, however, must be tempered by the fact that per capita
Incomes have declined during the decade of the 1980's. 1In addition, the

Present drought {n Sudan, in conjunstion with political and economic problems
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Table 4:

T-ends in the Composition of Aggregate Demand znd

Supply in Sudan, 1958 - 198)

(M11! LS., Current Ls)

Est.

Item Year: 1958 1964 1970 FY 1975 FY 1980 FY 1982 FY 198) FY |9l‘l’

Private Consumption 276.7 J6t.4 &479.1 1210.4 320}.1 6424.2 3072.7 8957.4

Pulbic Corsumption 23.0 &7.9 147.1 207.8 €636.0 960.0 1229.0 1537.4

1 Consumption - Total 290.7 409.) 626.8 1418.2 3837.1 7384.2 9301.7 10494.3
1l Gross Fixed Capital Formaticn

(Public and Private lnvestaent) 4).1 69.3 69.7 265.1 735.0 1161.0 1389.0 1674.0

111 Dowestic Demand (1611) (Absorption) 33)3.8 478.8 696.35 1631.3 4572.1 8545.2 10700.7 1216t .3

1V GDP (Aggregate Supply) 329.0 464.1 J01.5 1510.) 4122.6 7246.1 9222.2 10693.1

vV Resource Balance (RB) + (1v-111) - 4.8 ~-14.7 5.0 -172.5 -449.5 -1299.i ~-1478.5 ~1475.7

T of Total coP 1.5 3.2 0.7 1.4 10.9 17.9 16.0 13.8

V1l  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 ~14.6 5.0 -112.% -449.5 -1299.1 -1478.5 -1475.7

BOTE: 1/ Est. from data presented in Table 3.3, p. 108,
and Polictes for Economic Develcyment - il, 1993/84-1985/85
Sudan: Tovards an Uncertaln Future, Draft Paper,

SOURCES:

1958-76 -~ IMF, Iot'l Financial Statistics Yearbook, Washington DC, 1982

Hinistcv of

Finance & Economic Planning (Planntng), Prospects
» (Khartous, COS, Oct. 1983) and Tables 3.5
July 26, 1984,

1980 - World Bank, Investing for Stuvilizacion and Structural Change,

Report #3551a-SU, Feb. 16, 1982

1940-83 - World Bank, Sudan Pricin Policles & <tructur~! Balances, Vol. II Statistical Annex, Report #4323a-SU
(Washington D.C., Wcrld Bank, [:,10,6:%.

Prograsmes
and 3.10, World Bank,



facing many of its neighbors which has led to many .ople taking refuge in
Sudan, places further pressures on Sudan's economy which has just begun the
process of being restructured. 1In 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

(1) 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 {s
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 {n 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. Prom these two macro perspectives the CIP
program has made only marginal contributions to financing the country's trade
imbalance.

Purther, as Table 6 shows, while the CIP {s intended to be guick
disbursing, and some undoubtedly is, e.qg., 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 CIP'; Role in rinancing

the vap, 19601383 (LS mill: :ns
(1 (2) (3) () =
ce zce
Year Total Total Trade Financing of % CIP Financing Financing
Exports Imports Balance Imports of Total Fxport: Trade Balan
(4) ¢+ () (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 3.99 7.21
84 26.38 9mths. NA

Sources: Bank of Sudan Annual Report; IMF, International Financial
Statistics Yearbook, 1984 and USAID, Internal “emoranda.
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Year cIr (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

Disburse-

22,86 49,44 2003 4Ll 0.0, 200.23

Note: (1) Actual disbursements by importer occurs at the point of commodity

Table 6: Actual Disbursement from Sudan's Set of CIP Grant
Agreements as of November 1, 1984

In Million LS

imported into Sudan.

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




until several CIP agreements are in place, the actual importation of goods i3
considerably less than the authorized amount of a given fiscal year CIP

agreement,

{1i) A Disaggregated Analysis .

While aggregate data presented in Table § 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 disaggregated and inter-industrial perspective is
instructive, A disaggreqgated analysis of imports financed via the CIP is
prfesented in Table 7, This analysis 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 {ntermediate items such as jute bags and baling hoops,

necessary ofr the exportation of cotton and other agricultural cotmodities,
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and industrial cnemicals and spare parts raceived jreated 2mphasis tayard rne
latter years of rhe FY B0-84 period., *n Fy 1984 <nesa 1TDOrt rategories
comprised up to “wo-tnirds of all impnrts financed Yla tne TIP,  This share {3
undoubtedly larger tnan thar for all impor*s i1nto Sudan iuring rhat year.

{See Figure 1, pq, 47 and Appendix Table €3 pg. 107))

Turning to tne Adata presented 1n Table 3, rthe CIP financed imporrs
ire disaggreqated according tn (a) whetner they were 1mported Dy a public or
privace entity, and (b) thelr end is5e, 1,a,, Tonsumption, i1ntermediate good
dsed in production or *ne Talntenance Hf rne ?X15t1ng capital stock, or a
capital item. The data firgt snow “hat tne private suctor received nearly 44
percent of all TIP fipnanced Lbers over tne FY 1980-44 petiod, If the two
larqe wneat shipments *) tre Ministry of Cormerce, Cooperation and Supply
financet vi1a tre <Ip |p FY 1940 and 32 are subtracted from tne rorgal 1mpor=-ad
Ltems, rtne orpvate seceoap Share over tre per1od 1nereases 0 Aabout S8 percent
2 the rematning (rems,  Ip addivion, tne vnear 3hipments 1150 nepefiread
private millers and ocakeries sg “nll since tney oracurred 3 lirge snare of rtre
snipment fram ~nn Ministry of Cormerce, Cooperation and Supply, whnich 15 rne
public sqgent fesponsatle for {mporr procurement from axternal lonors., The
ipecific [tamg pricipally 1mporred vi1a public en*itins sere j5ed LYy the larje
1rf1aated aqricale jral entyrjus BHCN A5 the fezira Aoard o export cotton and
otner zommodities of by the Marional flecericity Corporation and the
Jovernment operated axirline and rail system, All other imports financed Dy

“he CIP wera primarily for use by private entities,
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Table 8: Distribution of CIP Financial Imports by Sector
and Type of Item, FY 1980-1984 (8 Millions)

() Sectoral Distribution

Year

FY1980 FY1981 FY1982 FY1983 FY1984 FY1980-84

Amt, b 4 Amt b4 Amt Z Amt. Z Amc. b4 Amt YA
Jublic 13.8 100.0 7.5 38.0 16.4 33.9 36.6 68.0 12.1 72.9 86.4 56.¢
’rivate - - 12.2 62.0 31.9 66.1 17.2 32.0 5.1 28.1 66.4 43,4
Jotal 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, Y4 Anmt. 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

' 86.38 100 66.39 100 152.77 100

Total

Source: Appendix Table C:2.
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The annual share of CIP financed private sector imports, nowever,
varied cdnsiderably. During the first year of the program (1980) *he oublic
sector received all the imports, most of which came in tne form of wneat/flour
and cotton baling hoops. However, over the next two years, the private sector
teceived a larger share of imports. The trend again reversed in 1983, and oy
FY 1984, the private sector share had declined to less than 30 peccent of
total CIP financed imports, (See Appendix Table C:2 for the details r2garding
specific commodity imports disaggregated by 'sector). Another 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 imrorter, be they public or private, especially today. 1In Sudan tae
policy constraintg under which sector firms operate are considerable and
appeat to be growing, The imple :ntation of Sharia law in September 1983 has
#xacerpated tne situation. Exc.ss capacity exists in all industries with the
possible exception of the sugar industry., (See Appendix A by Lesglie Burgess
and pp. 31 to 84.)

finally, the continued growth of the MEB via the take over of private
firms in many sectors of the economy during the last yYear does not bode well
for a vibrant private sector. Two of the private firms which nave received
CIP allocations in previous years have recently been acquired by the MESB,

Increased capital flight has been occurring during 1984 since the enactment of
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Sharia law in September 1983 and the increased political uncertainties ip
Southern Sudan are combinied witn the nalting of oil development, As a
consequence of the capital flight there are increasingly fewer private

S entities. Few entities in Sudan which remain to acquire industrial and
trading firms besides the MEB. Thus, an AID policy posture whicn emphasizes
increased support to the private sector may in fact pe tacit support of r£ne
MEB in the present context of the Sudan.

Table 8 also prr 'ides a CIP commodity disaggregation on the basis of
its use as a capital, intermediate, or consumption good, depending on whetner
it was pudblicly 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 sectour having imported pechaps a slightly larger snare of
capital items, with the public sector importing a bit larger share of
intermediate items, e.q,, baling noops angd Jute bags and spare parts.

However, both tne public and private sector have imported a larger share of
capital related 1tems than the real gross investment share of GDP of apout 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 tne intermediate
goods imported by both private and public antities is also ysed to repair and
maintain existing capital 1tems, 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, tallow and wheat,
respectively are no longer so impocted (PL 480 being used for food grains), it
is expected that in future CIPs, including FY 1984 and 1985, the capita! and

intermediate item share related to the mazintenance of the capita) stock will
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increase above those snown in Table 8,

When reviewing the structure of imports as moni-ored Dy the Bank of Sudan
(80S) over the FY 80-84 period,* in comparison with the structure of C1p
financed imports into Sudan, tne shares are telatively similar.

(Review the CIP shares presented 1n Table 7 and the GOS shares in Figure
l.) The generai Structural similarities, however, belie consideraole
differences which exist when analyzing the figures on an item by item basis.
Pernaps the most important difference exists In raw matcrial imports. The
principle raw material imported into Sqdan is petroleum and it comprises
nearly 98 percent of all raw material imports into Sudan and about 27 percent
of total recorded imports in FY 1984, However, the principal raw material
item imported via the CIP over the FY 1980-1984 period nas been tallow. (This
allocation varijance may change with the establishment of the Petroleun
Facility C.I.p.)

With respect to manufactured goods, machinery and equipment, and trasvort
equipment, considerable differences exist as wel], In these three impor:
categories, there are only five specific item categories where the CIP
financed imports comprised a large share of rotal imports, These categories
are shown in Table 9, They include jute bags, baling hoops, agricultural

2quipment and spare parts, electric power generation and transmission

*The IMF has estimated tne Bank of Sudan (B80S) 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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Categogz

Food

Crude
Matertials

Manufactured

Goods

Machinery &
Equip.

Transport
Equip.

Table 93 1lrems lmported Via CIP Where lLu?/

Share of Total Twporis Is Larpe
Item Comment
(Years Imported)

Wheat/Flour FY 1980 and FY 1983
Tallow FY 1981, 1982, 1983
Jute Bags FY 1982, 1984
Bailing Hoops FY 1980, 1982, 1984
Ag. ﬁquip. incl.
Tractors, Parts, Equip.

Spares FY 1982, 1983, 1984
Electric Power Equip. FY 1982, 1984
Alrcrafc Spares FY 1982, 1983

TOTAL

Total Amount
Imported Via CIP
During FY 1980-84

139.8

Notes: (1) A large shar® is defined as greater than 15X of total recorded

imports into Sudan.

Source Appendix Table G:2
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equipment, and aircraft Sparte parts, At the same time, the remaining 49 plus
categories of non-consumption items imported via the CIP aver the FY 1980-84
period required about 46 pbercent ot the toatal financing used in actual
importation of ~ommodities via the CIP, (See Appendix Table C:2 for the
details.) These five {tem cateqories as shown in Table 9, comprised about 30
percent of tne total TIP financed lmports into the country during FY 1980-84,
In the next section various aspects of an inter-industry approach to
analyzing the macro-econonmic impact of the CIP program is developed., This
analysis focuses par-icular attention on the economic contribution of the
above five category items which comprise large shares of total imports of

those specific itemg.

(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 allacation decisions. The

analysis presented in the sect{ion above provides an indication of the

[
(v

predominate commodity focus of *he CIP program over the FY ]1980-84 period.
would be desirable to trace through an input-output table of “he Sudanese
economy the set of direct and indirect effects of the 1mportation of these
predominant commodities financed via the CIP. Unfortunately, the input-output
analytical work conducted by the Sudanese {n the past could not be located to
review it for poasible usge by the evaluation team,

However, it is instructive to review some of the possible

impliications of using such an input-output analytical approach for analyzing
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the macro~economic effects of the CIP. These inplications are based on
input-output tables for the econonies of Nigeria, 1959/60, Tanzania 1961,
Japan, 1950, and Kenya, 1967 and 1976, “4hile the aconomic structure embodjed
in the input-output rables of these countries diffar in complexity in
comparison with one another and undoubtedly with Sudan's economic structure 1in
1984, they probably provide a reasonable range of the likely economic effects
of the CIP program. (The lnput-output tavles for Tanzania, Nigeria and Japar
are presented as Appendix Tables C;4, C:5 and C:6, and the Kenyan Tables are
availaple separately in USAID/Sudan.)

Pernaps the most dramatic impact at.ributable to the importation of
certain commodities via the CIP is the output which would have been foreqgone
1f CIP financed commodities had not been imported and installed with
complementary *-echnical assistance also financed by the CIP. The commodities
financed via the CIP with the greatest foregone output impact in Sudan include
electrzic power generation and distribution equipment, 1If these commodi‘ies
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
aconomy was characterized by small holder rainfed agriculture, over 75 percent
of the economic output of Sudan would have been adversely affected for as long
AS these repairs would have not been made. If the simple technologies which
exited 1n 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 fiqures are presented in Table 10 for the other countries
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Table 10:

Share of Economic Qutput in Selected Countries
Adversely Affected by Zlectric Power Fajilure

Country Year Affected share
Nigeria 1959/60 85,7
Tanzania 1961 75.0
Kenya 1967 83.6
Kenya 1976 94,0
Japan 1950 98,5

Source: Input-Output Tables for respective countcries,

«55-



€or whizh input-output tables were readily availaole, In a more complex
emerging industrial economy as can pe represented by Japan in 1950, only 1,5
percent ﬁf total output would have been unaffected by a loss in electric power
oroduction., The detail of rhe Input-Output Table of Japan in 1950 suggests
that only the production of one of 29 Industries would nave nseen affacted
(fishing).

The other critical industry in Sudan for the maintenance of output in
all other sectors of the economy is the transport sector. The 1nput-output
table for Japan particularly reflects this depandency on transport. Not one
1ndustry 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
Dy the railroad., Despite its many problems the railroad still moves a large
share of the 1mported and exported qoods. The CIP has provided some guipment
and spare pirts *o the raitlraad, and USAID/Sudan has continued %o monitor i-s
aconomic requirements, The World Bank has taken *“he lead in working o
improve the efficiency of the railroad and it is anticipated that USAID/Sudan
#ill coordinate any future afforts with the Bank,

USAID/Sudan nas also provided certain selective CIP financed inputs
LRto otner aspects »f the transport jector, most importantly, into Sudan
Alrways. (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 & 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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value per unit of weight, The jinitial construction and maintenance of raais,
Darticularly in existing and emerging rainfed agricul:ural areas would ze 3
priority area for future CIp activities,

The other priority non-consumption commodity 1tems which AID nas
imported via tne CIP have Deen jute pags, valing noops, and various types of
agricultural and agricultural Prfocessing equipment and spare par‘s, All of
tnese items contribute directly to the maintenance of existing expor= earnina
via cotton and to a lesser 2Xtent ground nuts and sesame, and local food
production, e.q., sorghum. To the extent that agricultural prccessing
equipment, e,g., 9il seed Cfushing equipment, can continue *q e 1ncluded on
the list of imported commodities financed via the CIp program, as occurred in
1983 and 1984, i+ would contribute value added to exports, increase domestic
employment, create backward linkages in the economy and utilize scarce expor*
transport capacity more efficiently, Where possible, other similar targers of
opportunity should pe similarly exploited.

in summary, wnhile a complete analysis of “he inter-1ndustrial linkage
economic 1mpact of all imported commodities financed via tnhe FY 1980-84 cI
program cannot be conducted during =zhe short c(ime available to the evaluation
team, certainly the CIP has made several important contribytions to the
2conomy of sSudan over the FY 1980-34 period, particularly in malntaining
electric power production and distrioution and facilitating tne export of key
agricultural commodities,

Some might argue that in order to completely justify the above clainms
of impact, iz 1s essential to demonstrate the additionality of the CIP

financed items. Certainly tne Sudanese allocated scarce foreign exchange to
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the electric power grid in Sudan and woula nave allocated additional foraign
exchange to maintain it if bower production had deteriorated, However, (% is
clear that export earnings were declining precipitously in FY 1981 due "o a
poor cotton crop when the electric power grid propblems began *o emerge, In
addition, the Sudanege requested 7,5, assistance at tnat *jine for the power
grid. The problem of ascribing additionality to the CIp financed imports is
more difficult in the case when imports are financed by steady or rising
expoct earnings. In this situation, however, the empirical evidence is rather
pervasive in support of the case for additionality.
(iv) The FPourth Investment Budget
of the CIP

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 Sy the Fourtn TYPIP for PY 1984-36 (GOs, s/3
PPPED-II, 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
1 stable economic context, Counterpart local currency generated via the CIP
financed imports has been allocated to various development ictivities reviewed
by 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 1]. During FY 1984-86 its expected tnat the CIP will
provide an anmount of over LS 230 million (local currency teceipts}), which
fepresents nearly 10 percent of the total TYPIP envisioned expenditures, When

the for=19n exchange component of Lhe envisioned development activities is
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Table 11: Sectoral Dis:trii.ution of Total
Investment During Frurth TYPIP, FY 84 - 86
(In Mill, 1)

I B4-E6
CIP is of
Sector FY B84-86 z FY B4-86 Z B4 - 86
CIr TYP1P
Agriculture 157 31.8 14.5 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.¢ 8.0 0.3 0.1 0.2
Health 22.7 0.9 2.4 1.0 10.6
Services/Policy Studfes 12.9 0.6 3.3 1.4 25.¢
Refugees - - 1.6 0.7 NA
Regional Development 348 14:6 lZO.Q 52.1 34.5
Multi Sectcral infrastructure - - 5.0 2.2 NA
AID Adwinistrative - - -
Other 126 5.3 NA - -
Total 2,384,0 230.5 9.7

-nuﬂtn----l-n.-an-==----:--n-----n----------.---

Source: 1. MOFEP, Prospects, Programmes and Policy fo- Econ. Dev. - II, 83/84 - 85/86,
2. USAID/Sudan Records (Khartoum) C0S, October 1985.



temoved from tne TYPIP tne CIP snare of local currency costs incresses =0 -1.!
percent of envisioned expenditures, Given that the lavel of envisioned
expenditures in previous TYPIP'5 has exceeded actual axpendituyres b5y apout 25
percenc, tne CIP share further increases t0 a not insucstantial snare of acout
30 percent of total local currency expendituyres,

Sectorally, the CIP allocations differ from =hose of the envisinned
FY 1984-86 TYPIP., It 1s envisioned “hat agriculture will receive tne largest
allocation by tne G3S, with nearly 32 percent of *ne total, followed oy
transport and roads, regional development, enerqy and power, education and
manuiacturing. The CIP allocarions are more neavily ceoncentrated n reqional
development projacts (aver 50 parcent}, transport and roads, and enerqy
power. The principal differences cetween the two envisioned allocations lie
In agriculture and manufacturing, The principal reason for this difference |s
“hat AID's preferences tn "hese *wo sectors have tended ro focus on privatca
producers ratner “nan nn the pubnlic corporate earirias such as Ranad and
Sezira 1n aqricultire and otner manufacturing parastatals, As a cnnsequence,
AID's local currency allocative preferences as revealed DY the allocations of
“ne FY 1984-36 CIP lccal currency funds ure concentrated in social
infrastruceire acrivities of the central or increasingly the regional

jovernments,

Distributional Effects of the CIP

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

been addressed above reqarding the distribution between the private and public
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sectors. As was mentioned, the private sector has imported approximataly 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 CIP, tha

share »>f private sector imports was about 58 percent over this period,

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

over 75 percent. (See Tible 8 for Jdetails.)

A second distributional aspect of rne CIP program is the geoqraphic

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

to USAID/Sudan recoris, 89 public and private corporations and government

agencies nave received CIP allocations and have actually imported items into

the country between FY 1940 and 1984 from a possible set of over 2000
regtatered public and 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 Region Jdther
Private Pirms 37 2
Government Ministries 9 -
Public Entities, but not a
Government Ministry 15 6
TOTAL ﬁl -]
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The data show that more orivate firms nave venefitted but tnat tne numcer
of private entities whicn nave benefitted is less than two percent of all
registed brivate firms in Sudan. (Refer to Table 3 for the annual amount of
private sector imports between FY 1980-84,) The data also snow that a large
share (greater than 88 percent) of the direct beneficiaries in terms of the
organizations who have imported the commodities at subsidize foreign exchange
rates are primarily located in the Khartoum or tne Central Reqion. The
location of related employment opportunities in such institutions are also so
distributed,

A certain share of the actual imported couwmodities are utilized throughout
the entire country. For example, the impcrted tallow which was imported via
the CIP was made into 30ap which was then sold throughout the country, In
addition, spate parts imported for industrial, agricultural, and transpor*
equipment have also been sold and traded throughout the country. However it
IS5 unclear tne extent to which rthe non-urban and non-central region population
nave penefitted from suchn 1mpot .s relative to Khartoum and the Central Region,

The final distributicnal 1ssue pursuant to the CIP is the use of
counterpart local currencies generated via the sale of CIP foreign excharge
financed commodities. A partial answer to this question is provided oy
reviewing the data pi:sented in Table 13, Between FY 1962-84, tne largest
development allocations have pbeen used to (a) rehapilitate “he electric power
grid, (b) develop more water resouces in rural areas, and (c) complement the
foreign exchange resources used in various agriculeural development projects

Primarily in tne western part of the country. From FY 1984 until FY 1987 |t

62~



_cg_

7o
ot
tio
£iD

ia .

1ap. 0

. SzCTORAL. ANALYSIS OF CIP 10CA! CURRIN.Q) \LLLX:-\TIO\S‘
Table 13: FY 1982-87 (In 000 15)
Est. Est. Est. Total
Sector FY 82 T of FY 83 I of FY 84 I of FY 85 I of FY 86 I of FY 87 2 of FY82-87 2 of
Amt. Total Amt. Total Ant. Total Anmt. Total Ast. Total Amt . Toral Amt. Total

Agriculture 240 18.2 695 8.7 2,508.5 6.7 7,976.4 6.1 3,936.9 4.7 1,836.9 2.3 17,270.0 5.0
Energy/Pover 105 8.0 1,700 21.4 13,026.) 33.9 10,334.2 7.9 116 0.1 69 0.1 25,350.5 7.4
Transpourt/Reads - - - - 2,870 7.5 29,150 22.2 18,700 22.3 18,200 22.4 68,920.0 0.0
Water - - 1,000 12.6 3,890.9 10.1 5,224.4 4.0 130.1 0.2 - - 10,245.4 J.o
Education/Training 100 7.6 378.2 4.8 116.3 0.3 190.9 0.1 - - - - 785.4 2
Health 40 3.0 220.7 2.8 668.7 1.7 1,177 0.9 515 0.6 560 0.7 3,181.4 0.9
Services/Pelicy Stulies - - - - 89 0.2 3,255 2.5 - - - - 3,3:4.0 R
Rofrpees - - - - - - 550 0.4 1,000 1.2 1,000 1.2 2,550.0 g
Regional hevelopment - - - - - - £0,000 30.5 40,000 7.8 40,000 49.2 120,000.0 ...2
duled Secteral Infrac:. - - - - 2,088.¢9 5.4 1,855.0 1.4 1,059.9 1.3 422.5 0.5 5,426.3 S
AID Adminisirative 685.0 51.9 3,750.0  47.2 12,4721 32.5 31,000.0 23.8 18,0C0.¢  2}.5 19,000.0 234 84,508.1 - c
Other 150.0 11.4 200.0 2.5 6-0.C 1.2 300.0 0.2 ¢50.0 0.3 250.0 0.3 1,750.0 .3
Total 1,320.0 100.0 7,943.9 100.G 38,442 100.0 131,012.9 170.0  83,;08.0 100.0 81,338.5 100.0 343,713
K~tes: “acluder (2) Counterpart Projest Acccunts, (b) Courterpz.: Trust Accounts, and {c} Allocations to'cOS Devcloprent B.dget Projects.
Soutrce: USAID/Sudan reconrds.



is expected that two other sectors will receive substantial counterpart local
currency allocations, These sectors include {a) regional develooment and (bp)
transport and road development. With the exception of the energy and power
sector allocations tne other four sectors receiving sizeable allocations
principally benefit rural areas or areas outside the more developed Khar-oum
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 apbove actual and expected local currency allocations during the FY
1982-87 period suggest that from a distriputional equity perspective, and
possibly from a longer term economic development perspective, the local
currency allocations are more cons;stent 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 reqgard. (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 rasylt of Standby Agraements wi==
the IMF, the World Bank Agricultural Rehapilitatiaon Programs and particularly,
the astablishment of the Consultative Group (CG) in January 1983, Furtner
refinements of the commodity selection brocess were incorporated into the
design of the FY 1984 CIP, and were institutionalized with “he introduction of
the Commodity AID Committee (CAC) in November 1983, These adjustments wero
made to smooth out the process and adapt to bureaucratijc paper processing
delays and attempts have been made to limit the constant stream of "emergency"®
f2quests. 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 tne FY 198l CIP 650-K-002) leads
discussions about CIp allocations. The CAC, established in ]98] by the GOS
andt supported oy USAID, now serves as tne coordinating point within the MOFEZP
for all commodity aid to the public and private sectors in Sudan. The CAC now
monitors and coordinates tne entire process with a staff of eleven,

Upon initiation of its role as lead organization in 1983, the CAC sent
letrers to each GOS ninistry and agency announcing the commodity program and
i1sked them to indicate their needs, [t made a similar request to the private
sector via the media announcements, As public and private requests ars
received, the CAC logs in commodity specifications, amounts and alternative
sources of oriqgin, and reviews and priorities them based upon Sudan's rolling

TYPIP. The investment program has e3stablished itg pricrities, and goals, and
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provides indicators Ffor .ncreased productivity throug! import substituy-inon and
export promotion. The CAC then disaggrecates the total list according to each
donor wiﬁh a commodity import program ou the basis of origin of the
commodities needed and the kncwn iequirements 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 {s 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) IMP, UNDP and IBRD

The International Monetary Pund (IMF) works with teams from the GOS, UNDP
and the IBRD and draws up the "Egsential 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 “he
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 be used to address them. Suggestions are made about the types of
commodities, the appropriate mix, allocation distribution {n the public sector
as well as mix and allocation distribution in the private sector, Therefore,
the illustrative list and allocations which result reflect the i{nitial

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 tne TAC
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 adjustmerts 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 {s reached on the

CP's and covenants,
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Implementation Process

The first project implementation letter (PIL) is issued shortly following
tne signing of the grant agreement. This first letter simply asks that the
CP's pe met. The CP's usually are (a) opinion by the GOS Attorney General
that this Agreement nas oeen 4uly authorized and ratified, and (5) a statemen:
representing and warranting that the named person or persons have ~he
autnority to act as tne representative or fepresentatives of tne Grantee,
tbqetner with a specimen signature of each person.

The second PIL is issued once the CP's have peen satisfied. 7This PIL
goes into more detail about what is expected to take place during the period
of tne grant. The commodity procurement instructions (CPI) are part of *he
PIL #2 package. The PIL spells out the rules and requlations which mus% ce
followed under the CIP. These items include (a) whicn commodities are
tneleqible, (b) shipping regulations, and (c) other similar reguiacinns, A
soecimen Financial Request (FR) is also included, The GOS then submits their
(FR)} asking USAID to issue Letters of Commitment (L/COM). A direct L/COM 1s
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 ro follow AID's formal competitive 51+
procedures. The public sector antity submits technical specifications -o
USAID wnicn are sent to AID/W and reviewed. An Invitation for 3ids (IF3) is
prepared by AID/W and issued by <he Sudanese Embassy in Wasnington D.C,
pursuant to an announcement published Oy AID/DEfice of Small 3usiness. The
bids are received and reviewed Oy the public sector purchaser and an award 1s
made to tne lowest responsive bidder with the prior approval of JSAID, The
GOS submits a FR for the issuance of a direct letter of commitment in favor of
tne supplier wno has bpeen awarded tne contract. Finally, 1n some isolated
cases, the same procedure may pe followed for private sector importers {f AID

decides 1t is in the pest interest of the prc3ram,

Bank Letter of Commitment

The bank letter of commitment is used mostly for procurements by the
bprivate sector because most of the transactions are less than $1.0 million,
and because AID encourages the private sector to follow standard commercial
practices apolicable to international trade. Unlike the direct letter of
commitment the pank letter of commitment i3 opened for a global amount to
cover a multitude of transactions. USAID receives the FR from “he GOS, and
sends 1= to AID/W for processing and rthe 1ssuance of a letter of commitment to
a U.S. bank. The FR indicates tne approved applicant {local commercial pank)
and the U.5S, banking institution selected by the GOS. The U.S. bank advises
the bank in Sudan that a let*er 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 numpber of offars from potential
suppliers, USAID reviews these offers and approves the importer's selaction
by issuing an authorization letter wnich is the pasis by which import licenses
are delivered by tne 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, thig ajvance deposit amounts to between 10 and 50
percent of tre total price of the transaction, It is the fesponsibility of
the commercial bank to transfer the local currency proceeds to the GOS special
account,

In addition, since June 28, 1981 all commodity imports by the public
sector via the CIP must generate local currency counterpart, Depending on the
method of financing the public sector entity will either make an advance
counterpart payment or will pay the fuyll amount into the GOS special account
prior to obtaining the shipping documents, To improve tne 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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Summary of CIP Implementation

The above descrivbed process is summarized in PIqure 2. It shows the flow
of activities defined above which encompass the development and implementatinn
of each CIpP agreed upon by the GOS and AID. Given *that *thijs process nas many
steps, and that the analysis presented apove and below show rnat considerable
time is involved before the commodities begin to anter Sudan, it would be
lnstructive to Aetermine the cost and possible benefits of this lengthy

process wnich accrue to Sudan and ~he 7,5,

Analysis of the CIp Implementation Allocation List

One of the most irportant decisions made in the development and
Implementation of a CIP is the determination of the list of commodities tp
import., Presumanly the agreed commodity list between =he GOS and USAID/Sudan
and presented in he annual CIP PAAD document reflects the developrent
strategias of the government as defined in the development/invastment budget
and USAID/Sudan's CDSS., Since FY 1982, the Mission's ¢dssg has emphasized its
complementary agricultural stfategy with the World Bank and other donors ov
focussing its program on the traditional and mecnanized rainfed agricultural
sectors of the West and, to the 2xtent possible, tre South., TlLpe GOS nas also
emphasized agriculture in its annually developed TYPIP, but has focussed most
of its atrention and fescurce cecmatitments to *tne irrigated sector, primarily

in the central and acjacent regions, which has traditionally contributed the
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Figure 2:
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largest share of €oreign exchange earnings to the country. In 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 quidelines of the GOS and USAID/Sudan over the
period,

Several salient points can be made regarding rhe data presented 1n Table
l4. Flrst the set of recommended commodities has changed rather substantially
from year to year, Second, the cateqorization of potentjial commodities varies
from year to year. The FY 1983 amendments to the CIP further axacerbated the
problem by lumping a number of possible imports into one category. Perhaps
the most unusual Ccategory used was ®transpor: 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 ;mported
varies consideraoly, with the range of estimates embodied in Amendment No. 2
to the FY 1983 proqram peing the least precige of any. Fourth, some lists
e.3., FY 1980, 1983 and the GOS tnitial 1984 list add up to amounts
substantially above tnhe amount allocated ‘o the PAAD, The meaning of such
lists for ascertaining the logic embodied in the underlying resource
allocation decision ias unclear.

finally, and perhaps most importantly from the perspective of using the
CIP for 3lynificant policy dialogue, is the inconsistency of purpose or
strateqy signal embodied in tne annual variance of which items appear and the
amounts allocated to them, Certainly flexibility in programming is important,

However, one of tne important lessons learned from the policy dialogue process
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embodied in the annual PL 480 Title ! and III program negotiations is thas
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 commodities listed in *nhe
first tranch and two amendments to the 1983 PAAD; (c) the list of commodity
allocation prr 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 i3 presented in Table 15,

First, t%2 analysis iadicates considerable proqramming flexibility given
the changing items and resource intensitias from step to 3tep and throuqhout
the CIP process. However, thesa and the above program changes i1ndicated in
Table 11 also sugqgest inconsistencies in the priority focus of the Mission and
call into question the Mission's commitment to the CDSS strateqy as defined in
FY 1982, rainfed agricultura.

Second, while aqriculture acquired a substantial allocation in the form of
fertilizer, jute bags, and taling noops in FY 1983, most of the letters of
commitment defined allocations and actual impcrts reveal that irrigated
agricalture has been the principle veneficiacy. Siwilarly transport received
litrle 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 sectors.

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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inported items from the FY, 1982 CIP as of November 1984, the analvsis of
actual allocations and the receipt of imports reveal "he dominance of the
bublic sector. The private sector was allocated in stage IIT (ietters of
commitment stage) around 17.5 pe.cent of the $60,25 million and had obtained
only '8.7 percent of actual imports of $15,19 million from the FY 1983 CIP as
of the end of November 1984, (See stage III, Table 12.)

Fourth, the data suggest that the time involved in the actual importation
of commodities is consideraple,. Only 25 perceit of the commodi*ies nave peen
feceived to date financed via tne FY 1963 CIP and its amendments. There
appears to be no significant difference between 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 FY 1983 CIP., This delay in tmportation
can raise doubt regarding the quick dispersing element attributed to the CIP,
The balance of payments gap for any given 7€ar can remai open by a

considerable 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, {n 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 JOr. Thomas
Eighmy, Education Officar USAID/Sucan.) An additional "end use®" survay was
conducted at Sudan Textile Company, and have peen plannec for Rahad
Corpurition, the Gezira Board, Sudan kailways, and Sudan Airtways, and will he
used for further US AID management and evaluation purpases,

Based on the end use surveys conducted to date, severa] findings and
conclusions can be drawn. First, Burgess concluded that no aeconomic 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 manufacturinrg firms requiring imported raw
materials, equipment and Spare parts, there is little value added margin on
which to realige 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.q.
in textiles and sugar. Thus, the World Bank and some other donors have
concluded that firms in at Jeast 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 “hat certain government poifcy reforms i{n the areas of (a) output
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pricing, (b) personnel policy regarding hiring and firing, and (c) Wage rata
Jetermination based on productivity, can be altered by virtue of polizy
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 axchange
in the CIP is now valued at the commercial bank rate of LS 2.08 = $1.00 and
the 15 percent discount has been reroved it is still below the present freae
rate of LS 3.1 - $1.00 (as of November 27, 1984). Thus, firms are undoubtedly
interested given the remaining subsidy. However, as bLurgess points out, U,S.
commodities cost more, given (a) the present high ralative price of the .S,
dollar in comparison with currencies frcm other industrial countries, and (z)
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 continuing foreign exchange subsidy in
comparison with the higher cost of U.S. commodities is unclea:.

Finally, Burgess found a number of anomalous firms and coruinodities 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 tor 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 Pirm

In order to nore graphically present the decision making dilemma Ffaced 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, 1: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 Fiqure 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 {s equal to 42 percent of capacity, was 25 percent fixed cost
and 75 percent variable cost. Thus, the relevant total cost 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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i Figure 3 Breakeven Analysis: Applied to Sudan Textile 1984
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the firm in 1984, faces a different total cost curve depicted as 7¢, °5
percent FC. Under this cost structure, the government has effectively
reallocated labor from a variable to a fixed cost ny abrogating management
responsibility in making personnel niring and firing decisions. As a
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 that labor costs tepresent S0 percent of total cost at that
level of production).

Unfortunately in 1984 Sudan Textile cannot sell all it produces at ijts
breakeven level of output. Thus, in recent vyears it has had to reduce output
levels to 18 percenr of plant capacity, reptesented in Fiqure 3 along the
dashed line which 1ncludes points &, T, and D, At rhat production lave]l (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 3, or 15 percent of the break even level of total revenue or
cost, However, due %o govarnment policy 1n the labor area, it 1s actually
facing an even larqger loss equal tn the Adistance between points 8 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 fant that its cost structure is depicted by TC, 75 percent
FC, the price per unit of output sold would have to double (assuming that the
price elasticity of demand wag very {nelastic}. 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 1rraspectiva

of the increased cost of foreign exchange which only affects the small snara

W

of variable costs (equal to about 12 bercent of total costs at point 8}, it
clear that over time capital flight i{s inevitable. 1In the short cun, since
tne variable cost share of total cost was teduced due to government labor
policy, the firm has been able to Cover i"s variable co-ts and make a small
but insufficient contribution to fixed costs. Therefore, the firm may even be
hopeful that the situation will improve pefore deciding to terminate
operations. However, if such a policy environment continues, capital
maintenance stops and the smal)l contribution to fixed costs is exported., This

Scenirio is pervasive throughout the private sector in Sudan tocay,

Conclusions and Recommendations

Economic Impact

(1) The CIP has had a very significant i{mpact on the economy of 3udan,
Pernaps its most important impact was via its support provided to the electric
power qrid of the country by maintairing the power ¢-nerating capacity of the
Rosieres Dam and by improving the power distribution grid from the Aam
taroughout the country and particularly into Kharcoum, The ~eam astimated,
using various input-output rables, that perhaps as mucn as 75 percent of total
output recorded in GDP estimates would be adversely affected ny a severe
Interruption %o power generation in the country. The adverse impact would
have centered on the frrigated agricultural sector, the dominant foreign

exchange e.rning sector of the eaconomy,
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Using a similar inter-industrial linkage approacn 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 :he
lack of appropriate data to revise the 1956 and 1973 input-output table be
tectified and that adequate resources exist within the missjon Policy

Analysis, and Implementation project ot handle tnis deficiency.

(2) Even though a significant economic impact could be attributed to the
Sudan CIP program, ths. CIP cannot be viewed as making a significant
contribution 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 S percent per year,

Without continuing the CIP even this modest contribution to the balance of
trade is likely to diminisn since disbursement is slow in Sudan (disbursemant
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 $300 million of commodity specific
CIP support over the FY 1980-84 period, only $150 million of CIP financed

imports entered Sudan as of Hovempber 1984.

(3) Over the FY 1980--84 period, there has veen a wide range of imported

items, from wheat snd wneat flour to heavy agricultural equipment and
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virtually everything in between, Thare has 21350 peen lnconsistancy 1n =-er~3
of focus of the items imported from one vear to the next, as well as in rne
sectoral focus (public vs. orivate) which reveals a general lack of allocating
focus witnin the CIP over the FY 1980-84 period. (Mora on shis point bpelow.)
For only five import Categories in the intermediate and capital goods
Ccategories has the CIP contributed a significant snare of rotal imports such

that our economic impact could potentially pe realjzed,

(4) There are several points to be made regarding distribution of the CIP
beneficiaries, First, the private sector has imported ahout 45 percerc of the
~otal imports financed via the CIP and that share is 58 percent if ane
excludes the two large wheat shipments in FY 1960 and 1982, wnici sere funded
via the CIP. However, the annual share of private sector imparts has varied
from as low a 10 percent (FI 1980} to nearly 70 percent in FY 1982, with =ne

fY 1984 snare being around 25 percent.

Second, most of the importers <re located in tne 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
decidedly developmental, rural .ad agricultural focus. M“any of the
counterpart funded rural focused programs, however, have not yet been fully

implemented,
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CIP Allocation and Implementation Process

(1) It is apparent that efforts are being made to improve the ptocess for
developing the allscations. The CAC, with its staff of aleven, has *the
awesome responsioility of coordinating the process from beginning %o enAd,

They have done a rematkab'e Job and must be commended for the nrogress :tnat
they have made in just a year and a half. Therefore, their continued effor-s
to further refine the process should be encouraqged 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 par*ticular attention,
First, because the CAC receives requests far and above the available
fesources, i% is imperative tnat the analysis of each request reflect those
considerations which promote the objectives of rthe program, i.e,, increase
productivity through export promotion and viable import substitution.
Improving the analytical ability of the CAC requires sevaeral 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 gquotations from each soucrce,
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(b)

(c)

(d)

(2)

CAC should establisn links with comme-cial commodity
operations/cffices/experts in several countries so they can have :he
information to make an informed decision about whicn donor *o

approach reqgarding each regariing each requested commadity.

CAC should acquire micro-computer for collecting, cataloging and

teferencing information contained in each request. This will improve
the data base and framework in which decisions acout prioritizing are
made, Related *9 this is the desiqn of appropriate software for the

types of analysis required,

Some technical assistance is tequired to review t“he total system and
make recommendations particularly if the above recommendations are
accepted., The purpose is to speer up the system not slow it down

because of an overload in responsibili:y and bureaucratic processes,

The current gsystem for receiving needs requests, reviewing,

prioritizing and submitting them to the donors is handled on an ®ad hoc"

pasis. This limita the chances for quality analysis. 3y establishing a

schedule for submission of feguests, and perhaps limiting the number of

allocation meetings to a more manageable number, the CAC's abiliry to

conduct comprehensive analysis of allocation options would improve.
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t3) Interests of the private sector do not dopear to be adequately
addressed by the cucrent system for allocations in the GOS. CAC snould
institute a policy o announce the aregram to both the public and privare
3ector on a regular basis; innouncements should also include an tndi1zar1on
of vonat parrticular Jdonors can and cannot fund, The scheduling of rne
announcements snould coincide with fhe scnedule f£ar Cabmission of raquests
suggested above, Finally, a system for impacting the private sector
through the CIp proqram should be studied in depth by the Sudanese with

Some technical assistance.

(4) ~?Finally the mission is encouraged to continue its end uyse survey
monitocing. The relevant issues for policy dialogue can be tested at tne
level of beneficiary and much can be learned about the firm level eaffects
of the policy environment and changes which occur in 1%, A ptocess of
reqularly updating the instrument would be desiranle as the npeed for

specific information for policy dialogue reasons is a continuing one,
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HEFLY 10

AL IO,

sUunRCy,

Pl ioram i

Nuoverber 10, 1982 )

Leslie Burgess f f{
l/ ..f

CIP Evaluation Ind Use Questionuinires

Thomas H. Eighmy, EPP

You will have bevn apprised by Director Brown of a sudden
change in plans that cut short the work cn the tasks we
were performing in regard to the CIP Evaluation.

The attached material comprises the twelve completed
reports, and a preliminary analysis of the CIP from ny
perspective.

I trust that you will find these constructive, and that
the remainder of the evaluation will proceed smoothly and
productively.

You huve been most constructive and helpful in getting me
off to a productive approach. 1 believe that, with tvelve
private/mixed sector firms comprising alwost $40 million

in CIP funds out of $200 million total, only the oublic
sector, and perhaps Mobil and Cotton Textile Mills will be
required additionally. Girgis Seidaros knows where we left
the Cotton Textile Mills Form.

"lease give aim my kindest regards. He was an excellent
guide and colleague in finding our way araound 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
fepresentative 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 ($l99 million)* to date, $140 million (68%t) 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 0il is cheaper.

The sample of twelve enterprises listed on Schedule "A" was focused
deliberately on the private sector CIP reciplents., 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 tne agriculture sec=nr:
received the largest proportion at $87.2 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 $26.5 million
(13%) whereas commodities for direct personal consumption, principally wheat

and flour received $31 million or (16%8) 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 program began in 1980 and has apparently disbursed about $200 million
in grants to the 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 gpare parts and services would be
adequate or optimal to maximize farm output. Correcting this blank in our
knowledge is an urgent matter if we 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 prodqce 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 "D" cells in Sudan., This

i{s 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 oroduct would cost if
imported. Were it not for the prohibition of imports, this firm would close

immediately,

Union Carbide has received almost $2 million in 1982/83, and will continue to
tequire 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% = Lsg 1.53/%. Other
imported commodities not covered on CIP are purchased with dollarg 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 te operating over the next quarter with materials and inventory price iat:

1 x 1.53 = 1.53
7 x 2.3 = 16,10

17.63 + 8 = LS 2,01/$

-95-



Selling price of batteries is closely controlled by the Ministry of Industry,
Commerce and Finance. Carbide does not have the opportunity to capture

marketing profits through irreqular 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.J/$ with no 15% discount which gives the following rate:

2.3
19.6

2.3
2.8

1 x =
7 x -
21.9 : 8 = LS 2.45/4
% Increase = _2.45 - 2,01 x 100 = 22%
2,01

During the next months, Carbide ménagement mist 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 inm the following rate:

3'2
28.0
31.2

+ 8 = 1L§3.90/§

% Increase = 3,90 - 2,45 x 100 = 59y
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 {s determined by any systematic 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:

If 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 3tate 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 Zxports to Sudan:

Without except{on, importers of US “ommodities 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, tesearch, and analysis on the
composition, makeup, age, and productivity of capital stock in the Sudanese
economy. This is particularly true in the mechanized agriculture, transport,

and power generation sectors,

dhat 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 tepair it are unavajilable, One successful Sudanese operator of
transport equipment observed that the annua! cost of maintaining and repairing
2ngine driven machinery was {n the range of 15-30% per annum largelv in

foreign exchange.
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We have no ready estimate of capital stock, but a clue as to the size of the
nachinery-spare parts market can bpe found in examining the equipment,
machinery, spare parts component of the CIP to date. The total ig $60
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 outages., 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 solut.on to this complex problem until
the electric power industry can deliver power with giufficient celiability to

dispense with redundent emergency generators.

I sugqgest that rapid movement toward an efficient and dependable electric

utility sector receive highest pricrity.
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3.

Schedule A

Sector/Outgut

Firm Name

Sudanese Kuwaiti Poultry Co,
Mfg.

Sudanese Oilseeds Processing Co.

Mfgqg.
Sheer. Metal Industries Ltd.
Mfqg.

Waliab 0il Mills Ltd.

Mfqg.

Tana El Roubi Tr.nsport Co.

Transport

Union Carbide Sudan Ltd.

Mfgn

G.F. Kabbabe & Sons

Distribution

Kambal Intl, Agencies
Distribution

El Gezira Trade & Service Ltd.

Distribution

Categorz

Private

Per sonal
Consumptions
Mixed

Consumption
Evport

Private
Consumption
Personal
Private

Intermediate
Mfg., Dir.

Private

Agric.
Services

Private

Consumption
Pergonal

Private

Consumptions
Qersonal

Private
Consumption
Personal

Public

Agriculture
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Ins.

$ (1,000's)
to Date

Aid Factory

Input Qurtpus
Feed Grains 2g9gs

($497 m) Chickens

Machinery Peanuts
& Spares
(1,118 m)
Sheet Metal & Ajir-
Air Cooler Coolers
Parts
($3,100m m)
Chemicals & Tallow
Tallow
($24,200 m)
Tractors & Tractors
Spares Spares
($2,273 m)
Raw Mtl. & D-cell
Spares Batteries
{$1,968 m)
Pharmaceuti- Same
cals
($359 m)
L ] L]
($341 m)
Ploughs

Tractor Parts

($1,750 m)



Table A (Con't)

Sector/Output

Firm Name Cateqory
10. Intl, Tyre Mfg, Distr. Co. Ltd. Private

Mfg. Transportation
11. El Roubi Accumulator Co. Ltd. Private
Mfgq. Transportation
12, sudan-Ren Chemicals Arid Mixed
Pertilizers Ltd,
Mfg. Agriculture
Total use of CIP Funds
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$ (1,000's)
To Date

Aid Factory

Input Qutput

Carbon Tires

Black,

Rubber

Chemicals

($3,258 m)

Machinery Lead

& Spares Acid
Batteries

($141 m)

Chemicals None

& Spares

{$594 m)

$39,599,000



Appendix B
List of Persons Interviewed



-Washington
I. 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 Elissabide
Anthony PFunicello
William Ibrahim
Frank Martin

Mary Ann Micka
Carlos Pascual
Anne Pence

Girgis Seidaros
Reith Sherper
Donna Stauffer
Mel Van Doren
Jack Warner

Pred Winch

Eric Witt
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T
le

[II.

Iv.

dutch Zmbassy

Richard Brown, CTutch Economist at Universicy of Khacrtoum, DSRC

Ian de Jorge, Charge d'Affairs

Jert onhaar, Second Secretary, Dutch Embassy

GOs

farouque Abdul Aziz, Macro-Economist in Egypt PAT MOFEP

CAC Chairperson

CAC Chairperson's Assistant

Victor Wahakz

Private Sector

Ahmed Mohamed Abdalla

Salad Ibrahim Ahmed
Dennis Chappell
Mohammed E. El Bakri
Zahia El Roubi
Hassan M. Ismail

G. J. Kabbabe

S. h. O, Kambal

C. J. fLazar

Mohammed S. Milani
M. Mahmoud Mohamed

Mr. Mustafa

Donald Radley

Salih Monhaed Salih
Sung Yang Cho
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El Roubi Accumulator Co.

Rahad Engineering Co.

Sudan-Ren Chemicals and Fertilizer

Gezira Trade & Services Co.

Z1 Roubi Accumulator Co.

Sudanese Kuwaiti Poultry Co.

G. F. Kabbabe & Sons

Kambal International Agencies

The Sheet Metal Industrial Ltd.

Taha El Roubi Transporc Co.

Gulf International, Parent Co. of
Sudan Textiles

Sudan-Ren Chemicals & Fectilizers

Union Carbide

Sudan 0Oil Sezeds Co.

International Tyre Mfg, & Dist. Co.
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Appendix Tables



Year

1960

1965

1970
71
72
73
74
75
76
77
78
79
80
81
82
83

83 /84

Source:

Appand

Cotton

63.7
69.¢
72.8
84.3
41.3
70.2
97.8
133.2
122.9
151.3
121.9
66.5
122.0
395.9

ix Table C. 1

Ba Lnee ot

Exports - in LS millions

Vo lume
of Cotton
Exports
1980=100

144

138

308
423
357
289

88
181
233
213
136
152
100

44
176
183
196

Ground-

nuty

4.4

8.6

5.5

9.3

9.7
13.0
18.2
34.4
37.0
28.8
20.7
10.0

5.9
66.5
33.2
16.4

Sesame

4.8

6.5
8.0
9.2
10.7
16.5
11.9
17.3
18.3
19.2
6.3

2.9

35.3
38.1
70.0

Trade in Sudan

Gum
Arabic

6.6

73.6

IMF, International Financial Statistics, 1984
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Total
Exports

63.4

68.0

103.9
114.4
124.4
151.2-
122.0
152.5
193.0
230.2
195.0
232.7
171.3
357.0
483.1
810.6

Total
Imports

56.9
64.5

89.4
161 1
105.3
135.%
221.0
321.3
304.8
336.1
401.3
426.2
703.7
749.8

1,083.8
1,572.1
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Year

1974
1975
1976
1977
1978
1979,
19/80
‘8o
R0/81
‘81
81/82
‘82
R2/83
'8y
B1/B4

84/85
) mthe

-90T~

Tedazul’s g

Tobac:z

4

$9.: ..

4.7 9.0

$9.5 1.8

4.8 11

1.5 117

6.5 12,3

132.9 20.¢
168.3  21.6
1{37.3  20.¢6
304.4 18.3
146.1 13.3

Raw Matertals

Ioci. Pezrclaw:

3.0
28.2
.9
[EN }
50.8
.2
124.8

LS |

269.8

412.3

437.¢

z
13.7
1.8
9.)
12.1
1.
13.3
19.4

21.3

20.2

25.0

27.2

Appenitx Table C:i)

Meicine &
Cremicals

L
2.2 11.0
40.2 11.2
b)Y .8
3.7 8.7
41.6 9.3
48.8 10.2
37.8 s.0
69.8 ..7
6.7 6.7
139.) .6
192.3 12.0

Structuxe of Racorded Impocts and CIP's Sharo cf Totsl

Textilcs

z

2.1 9.7
43.0 11.9
1.9 6.4
8.2 1.3
37.8 4.4
26.7 3.6
3.7 s.2
27.9 J).8
;8.2 29
.9 2.2
0.6 1.3

intd Sudam, FY 1990 -~ 1924

Machinary &
Traasp. Equlp.

6.0
12).6
133.¢
133.)
169.4
1.7
179.5

103.7

250.2

438.7

402.3

X
3.8
BLYS |
43.0
4).9
n.a
3.0
21.9

0.4

©26.2

26.3

23.0

Othet Mrd.
Coods

1
.7 15
0.2 1e.7
30.0 i4.6
1.9 1¢.7
88.3 19.%
3.9 20.0
115.3 17.9
2.8 2.7
147.2 15.4
303.9 18.4
8.6 19.2

Deta froe

Jank of Sodan

Tetal ir)u:‘l
Mxll. s,

247.5
350y
Mil
376.3
449,93
417.)
¢44.0

103.0

937.4

1633.5

Risbuiseneais from

cIr (1)
FT 1980
nil s

4.970
24.31¢
17.2%
1).770

7.328

1.370

0.9

Ia
nill s

CIr () cIv (3) cIr(a)

It

1.843
25.206
3v.092
19.097

6.7

3.978

2.108

1.072

Iy 82

23.011
29.7
37.302
3%.000
7.317
1.493

FY M)

20.3%1
24,641
16.208
16.7%2
10.78)

Total
CIP(S) CIP lamperts
T 84 Sot. Imcl.
Cash Craats

4.870
24.3517
27.2%
13.433
32.414
63.67)
68.387
68.30
34.063
26.382
13.310

T of Tote

laperes P
Bank of S

0.7¢
.1
J.ag
1.9
3.4
3.4t
4.14
J.e0
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AppeindIx Tuble C:4

Lluput=Qutput Table Jor Tangany tka, 19061
QUANTITATIVE TECHNIQUES Il . 0.1

Table 6J
Input-Output Tahle e Tunganyika, 1961 (£ million)
Purchascs by ¢ e
indusiry - 5
group 3
. é . X g 2z 5
Saies by IS Rl e e ol B35 8
indusiry ERRIP R S5 E13| 2|2 ¢
group i a|lo|S|luwlE|>|a]ld|cl &
{ 1. Sisal - - | -
1 Sugar —_— -] =] =] =] = =101 -
3. Other crops — ] ] =] == = |89 72]45] —
4. Livestock — -] --for| =]~ =114 01 -
S. Foreury - -fot] - —lotf-1]o2 Ui
6. lishing - N -
7. Mining 0.3
8. Foods and heverapes - -— 0.2 .
9. Other manufacturing - - 101 }0s5| 02 0.s
10. Handcrafls - - - - -] -
11. Construction —_—] ] - == =1 -
12. Electricity 02102 V| - | =] —=[02]01]001] -] =~
H). Commerce OS|ulfol] = =1 —=103[02] 10 ~] 1.8
14. Building (ownerthip) | 0.] e = =1 =01l 01
15. Taanspont 0.1 -1 00 e e AR AR N
16. Services 01 - | = -~ = =] ={01]01
17. Public adminisimtion | — | — e e | e ] e =} -
Total ' 1.0(01)04] 01 — JO1 {08 11L.7] vy ]ds| 27
Merchandise imports 16102107 — | ~ |01 ]08105] %1 ] -85
Tazes — |04 — ) | = | =1 —-]|O04]ur]ul| ol
IGross profits 42103]753{16.5126 (1.6 41109} 1.9]82] 1.5
Wages 62|08 S7|u6 04| — [22]09( 25 44
Value sdded 1. |08 810(17.0 |30 1.6( 63 )18} 44]..2] 59
Total 137 [ 1718201 [17.21 30 [ 18] 7.9 (14416 | 00O]110
1
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Appendix Table C:4 (cont.)

INPUT=-QUIPUT ANALYVIIX AND ITS AFPLICATIONRS
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Appendix Table C:5

QUANTITATIVE TECHNIQUIS 1t

Table 6.1
Input -Ouiput Vuble bor the, )ypothwtical Country

Iaput-Output Table for Japan, 1950

o

., -
Codurmsit diond deem teetad o

Usnrtlats {3,,)
T , ‘ .

5 Pl e]wfrefoymwin'e] i,
" " ¥

1 | Appared LY | 2 !
1 | Shiphuilding n 9 I

3 | Lonther snd prnjacts t RIAY 2 | um=n (LI R .

4 | Procrae Guwls THL M) s l} 4

3 | Frshing - '

6 | Grasm mll proujects il 4 L] 1" » [}

Y | Tremepwn ol il 2wt 1sa] 9 ] cus| e 1o e | M| W] wm
8| Industry s v 1370 1y s 1 1IN M 'Y ] *
9 | Tramspun equipescsi m (1379

10 | Rubber pnuiwts oV | 14y 1142 1] 1923 14 s “w W ¥ 4.' ]
1} | Testiben wax) g e e | x| o] s i) vae] W 1ot .
12 | Machinery Nivm M ] LAY AT ARV ' T 41 [ '
13 | frvm amd wew N ARV ] bl B3 1TRATYY RS U] AT '
14 | Noametsiin wwnersl pranucts 62 of  w ) M e} tw "o K| Yis| o
13 | Lumnbet 3mud winal e aducts PI R Y IR TTY BT Y | ] IN) isaf 0y o HIRLTHAEY
16| Ohemecain 1IN 1wuf wf a8 frust| ss(sdtal skl qoy LIS R
17 | Printing amd publishing | 1 [P} 2N ' ' N

18 | Apncuhiure and fureury I st Mol v L [ B J § KY¥RY
19 | Nosmwtalin measrala 4 g on (R} X} 1] v

20 | Prirobeum priats 4 s s 4V Wil 381 oy Y i 0~ (7] Y
21 | Noaferrows metahs [} v ? ] S 492 ] [E RS IR N | MR LY Bt
13 | Meral mumag Wosey oy

1) | Cuml prumduans 1 s 4 © L] NI NT] [N ey

24 | Trade Ah IR BRI T BRUTY BNT'EY SR O] RS LTS 1 RNVUTY (RUREVI RN IV wil st gy
13 | Paper amd pricucts 1P (ALY SEEY B ] BERTY IR TY Y B 7Y B (K IS T BTN
26 | 1 xtrwe puewat (L} BT I BT e s oo e ) o~ IR
I | Conl mmeny LY R BN TTY R S T 2 owmepaeny 21 w| W hed LBRN

28 { Servers NIRRTV LINNNLY RSN Y B AN IS TR . 5. TYY Uil B 1Y I AT BN R AT
9 | Pvtrolrum amd aatural gae 1] '

30 | Imenadusiry ol (U VIo) Ade] 27120140 4421000 [ING | D00 ] awo| M0 maa e | aosd] tiniesg
31 | Tulal peoductron (X)) CisH] rry| Y2 lesat]oTav( 00 | Sixo | s3uftvm] asefroerc)osasfiralians 1w
22 | lmperu (M) 12 wip mof tvep 8] savl ol v w0 | (XY Y] V] N
33 | Total suppty (7)) ||1|‘|rm aTferu |14 Temu} 80 84v]1400| nmliism ] \wle 1% [ tawmifpung

Repriciad from H. D. Chenery and P. G. Qlark, Interimchasiry Ecunomics, Tabke 1.6, [T

permson of John Wiley & Sons Ltd.
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Appendix Table C:5 (continued)

Input Output Analysis and its Applications
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Append ix

: )
Table 1S, Transuctions matis, shovng di ot poachoase s o
twhoss code numbers uppear across the fop (anster, e L thousad)

Table C:6

R TV AT P B the . 4

Luput=Output Table jor Nigerla, 1900

Wy  2eed SMavy WG weR A ey D "
1. Agricullure 0u O 277307 20 LU S | KR vu ) o
2 livat'ck, lBl'g foratry 100 00 AUty 1x) (1N} (VAT I U AT R ew v
3. Agric. processing M9 380 00 3634 M 0wy u v what
4. Tead 3 0.0 0.0 0.0 00 o4l 0o 0.0 v ub U
5. Clothing 0.0 0.0 0.0 0.0 (1Y}} 0.0 0.0 v o wu
0. Drink and tobedoo 0.0 0o XT) 00 0o 0.0 0.0 v uo )
7. Food 0.0 0.0 0.0 00 00 0.0 (X)) (X)) uu (1]
8. Matal mining 0.0 0.0 0.0 0.0 vy 0.0 .o vo vu vy
0. Non-metal mlntyg 0.0 0.0 RLE) 52 0.0 0.0 1.0 1.4 v 214
10. Chemicals 0.0 251 0.0 0.0 0.0 29.1 0 vy ") U
11. Transport 28343 33890 92210 350 1,279 1827 L0041 St XN YV
12 Utilivs: 1.5 02 \3077 704 a7 71.0 922 rwiz a0 ey
13. Trade 1809 J0.4 .0 720 14560 00.1 aw.? el (TS "y
14. Coastriotio Q.0 04 (18- 0.4 u.s 8.1 17.8 1y 9.0 1wy
15, Servics 4213 03.0 1,537¢6 24 120 His  L0s03 17 X I )
16. Transport odufpinent 0.0 05 1284 ‘e 04 0.3 W7l e gy
17. Non-metallla mineval 0.0 0.0 0.0 0.0 0o 0.0 0.0 v 50U VY
18. Motal mig. 0.0 0.0 1425 15.9 418 5748 .8 271 =y NS
10. Wood, lestliss; eta, 0.0 0.0 50.3 0.4 47 47,1 104.3 15.0 2.0 B
20. Miscellansous mfg, 0.0 .0 25.1 12 ' 24 23.3 3.1 7.3 v 15.2
Total intermediste :
lnputs 10002 12333 424801 2771.0 15,0059 L1143 120020 G2f0 TR 12T
Imports 20700 48435 21353 0107 45679 4,740.7 4773 T8 302 aT
Total inpats 10708 00088 44.0154 37913 )S5738 4HUSO 1S55I 1 0tny S 2rou
Total outputs AS4.314.3 004LL T27TTH 5044 H0SKEK LSUNT  2URKLL gainof o TES g
Value addad ASBATT BLMAS 281024 JNTTA IAONO HGULT GTWIE H0i6h SN 1)
o o9 Q o) N7, W ) " vy
. - Y 5 e
Tablo 18. (Continued) 4 ,wh W SR L wr{ o .;-,\;‘ A
1 1z 13 11 5 16 17 7y vy e
). Agriculture (1X}] (1X1] 4.0 (iX1] v v.0 0o un v 11
2. Livat'ck, Gsh'g forestry 0.0 VY v0 L7008 (Y] 5.2 U (T SN g
J. Agric. processing 0.0 2030 00 (5743 0o 2093 (7] (LR H ] vy
4. Toatlles 00 Vo vu 0u 0.0 0.0 vo wy ] (NN
5. Clothing (X1} 0.0 1000 o 100.0 (X tu uu o ou
6. Drink and tobacco (VX1 R X IR)) ('X1] v v v vu (7] Ju
7. Foud [XV] (1X1] uo [1X1) tu ou (X1} 0N o (HA}]
H. Metalinining vo 0o vu ou vy 0.0 vy L0 wu o
Y. Non-metal mining 130 4300 0.0 4,508u 274 v.3 22y ul wu ue
10. Cliemicals 4.3 0.0 u.0 T40.4 v ) vy 1.7 ‘ un (qo
N 0J 2907 1,017 T.4810 LHLE 2053 .4 Vi o 1007
12 Orin 00 00 B0 e STSu MOT2 NS M0 H A
FL Trude 162 1mT o 0070 28ES 2974 1. e [CRES O
14, Coustiuction no 1 N7A v (R U] 200 1 1w (Y]] "t
15. Scrvice 2UsH7 MU 21NN S v 530 Lo won (LI )
10. Trumport equipment 0,178 vy uo 2070 v ou 20 s o 13
17. Non-imetallie mincral v 0.0 LAV Iy SRV 1 u.u un v v ou
18. Mets mfg - 1002 3030 1004 2380 1503 3. ni uuoeEn o
10. Wood, leather, eic. T44H 127 3204 1YS0Y 120 s.7 i "t v 2
Tuncous mig luul 0.1 ML vu 5.2 28 4 X o uu
Y iate -
ln:::,.’.':m‘ 125500 15373 51000 JLOTIU Uil 12009 SOLLETGSE T lEc o aTd
Imports NILBTE T30 N0 2006710 1216 25505 X7 L A0T0 VITL T Ty
Totzl inputs 244178 22702 S0l SM00 0 129260 17000 U u:7!£ IUA3l. et
Total outputs 1049194 84792 TN 905000 1222350 0084 1A% 9D Cudibn ooy
Value added BUS01.0 32000 Y4578 JBIG10 J0UBNLL ALY KWS ST e, ) IVLU
Pl ] ‘J‘
. . ) o 3%
@ @ ” '::) O @ \ ] v 7]
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Appendix Table C:3 (continued)

Tabic 48, (Cuntinul)

v,
i 1] 1]
3 v R
Total
internmaliai ) _l."'inul XTI ! ':.l ." v
= denunnl lisvestisent Exports  Cosnian -
AN b sbenannd
1. Agriculture ,237.2
_ 2 00 404768 sEurs NLILS
]i. iJVM fishing, forestry -14,601.2 0.0 0,Jw.y J?:,sul.: ‘,;J I:ﬁ
-3 ‘Tgﬂmlnml procensing 14,150.2 v 16,6400 Hw VTS
& uul.‘ u.s&.x v e vy o 50tq
-Clothin 200.1 Y] 00 33,2824 ¥l
| g, ‘FD,:: and tolmevo 83 u.g M5 15Uy 0 :m.:
. ; . 0. T ey =2 gL
& .‘,’Q‘“’l mining 120 00 0,0513 vy o;:.:
Ly on~metal mining 0.178.9 V.0 45104 983 9721
lo ’Tc,...gqh ,, s 00 1515 LG L
1L, Truoepo 21,8400 42739 NANg grsege 14vI94
12 Vully 24403 0o wo 30299 S4Tu
13 14,7061 3,020.8 LIgTG  ss3u0.; 469
1 Construction 23820 45,000.0 VY 2y 0 500.0
Is Tsmb. — 15'::'2 :tﬂ?; 87150 uswir 120 218y
ransport equipman S rey 00 BU0.U vl
113: ﬁw mineral products 'l-,:;j: ' 12? 174 15.0 ?L:.-fa;
24732 1772 73 57034 s
g: xmd, leather, paper, rubber, plastic 14,5505 00 00 ISa2e Jﬁif
scellmeous manufacturing 1.308.3 0.0 65 PO Tamigg

+ Total cutpots (srum of 1-20)

——— ———.

083 63 .
H3S831 103125 1944780 T0SAD0 1 )uge7en

((fw:luco;.:l. wn el ,..,;:‘.,

Tabis 18. (Concluded)

Coasumption of iterimliste goods  7uS5,0u3.0
Consumptiou of Impurts 110,859.4
Investnumt in Intennediate goods 100,3123

Invistment in imports J30,33%.0
Investinent valuu uddal—|lual 17,2379
Trade balanes (exports-imports) 27,648.1
Linlireet taxeys 24717
I {rom abroadd 1,700.0

CNP at curront prices 1,002,151 .4

6 Kscopt impert duty oa Baal ption sad ls
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Appendix D
CIP Evaluation Scope

of Work Cable
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1. ARPRECIATL RELF O CLARIFICATION Of TEAR AVAILARILATY,
DATES, AND 10C CONTACTS

7. COHTARCT nCOALITILS, STAFF AND TIMING:

A FIRM:  USAID/SUDEZN WILL jesul A CONTRRCT TO SELLCTLD
FORR SPLCITTING ThE FROVISICN OF TEAR LEADER/NACRO
FCoMGriSt FOR 3 FERSCN ouTeiol EVELUATION TLAN AND !
INSTITUTTONAL £CCSmIST FOR LCE ANO TIRING SPECIFIED RIF B
|0 VEen LEADER/MECACECSIEAIST C/A KOV §-29, INSTHTUTIONAL
feonoatel oy 3-ti. TEAR LELSER/HAZRCECUNONIST ALSO ik
8 AUTSOAITLL UP 1O S WORPCAYS IF JeymIMGTON PRICR KOV, 3
FoA SOV FTER A, TEAM SERLERS SR e;toeCED T0 START VORK
SHaRTOUR NIV, 11, IF WECTSSARY, .meiTaTICuAL TAaVEL RNO/
OR K3¢ENCE WILL B{ AUTHORIZED. MISSION P10/T UNCER
pREPRARTION.

5 1os onZusTRIRL teonsmist. usato il SELLCT FROA
VITRS/PACPOCELS NINTIONED AEF 8. UNGERSTAND THESE TO B
werd (AR (G 13 vreATOUN 8Y 0. nEnoLLZOM.  LOC ExrEriEnct
AnE CPEC AL IATICN 1 PRCOUCTION LCONOMICS, IMVESTRENT
IREney, LnD EaPCRIT cenpLTITIvEILESS AR LSPECIALLY SOUGHT,
S CESLED ATyrCl FASA UTMIE, AIG/V WILL 1$SUL wukn orDLR
HLA iR (h31CATLD #Y LG, UP TO FOUR VIR LOE 13
Loteoal JED LORENG S/ wOY S nigsion VILL CABLE
Giving SLLECTED %enCiDATE anD FISCAL DATA.

¢ GYEC FLRVICIPATION 13 A0 CESIRLO AS PART OF TCAR

LIS 0N, ving SrouiREs RLED FOR REvIEY OF OUTSI0L
HYLEA SN 1Al GEOCRT AND azsIsTANCE 1N PACPARATION
OF PEY GELCAPINOLO BCTIONS, ESPECIALLY THOSE ALQUIRING
LEONINGICH FOLLOV VP,

0. Fr) LOCAL FIRA FOR corns0iTY (w0 USE STUOY vitt it
FUNCED BY USAID'S LOIAL CURREWCY POLICY $1u0ILS PROJECT
V38-9081. MO A0/ ACTION NECESSARY. via10 (PP £COROMISTS
anp $rO, CINT, AND PO STAFF vill aL30 PrIVIOL Ineur 10
EVRLUATICH FiNUINCS kWD yntgasag1aTICN  IND (A1 8
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HUMAMEI LI LA

[ SN S LR I R

IR

HPON S gsrrci(nt ypcat St
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INDUSTRIAL PRODUCTION,
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€. PI.CIID( SUDGLTARY SUPPORT FOR LONG RENGE GOS AMD DCuOR
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A, ASS(SS nacRro-gcononic JHPACT OF TME CIP OVER Tl LIFE
0f TNE PROGRAR.
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INDUSTRIES ANO FIRNS WITH REFEREHCC TO. A) Ts20RT
PROOUCTION; (@) (HPORT SULSTITLTICK; 1€} IKFPASTRUCTLRE
SUPPORT LMERGY SUPPLY AED DISTRIBUTION, TRINIPORT,
COMMUNICATIONS) .

€. ANALYIL OEVELOPRENTAL \r2ACT Of THE USC OF COURTERPAAT
LOCAL CUARENCY GENLRATIONS 10 TRE OCGREL PCSSIBLE,

0. PROVIDL IKFORRATION 10 ASS1ST USAID AND THL GOS IR
HAKING FUTURE CIP £LLOCATICNS FoR £raMPLE BY FCCUSSING
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SLCIOR WMICH CONTRIEUIL HOST 1O IXPORT [ARMINCS AnD PROODULC-
TIVITY GROVIN.

4. $COPE OF vORN, TNL OUTSIOE LYALUATICN TLan 1S
RESPONSIBLE FOR PRIPANING & ORAFT REPORT EVALUATING THE
LCONDMIC 17PAST OF TrE COrMO0ITY 1NPORT FROLAAN L4148
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10AM LLAOERS DEPARTURL.

DOCURENTATION KLLD BY USAIC/SUDAR Wit Bf mall aviiiastt
10 THE TLAA.  TWIS IRCLUDES Faa2s, PROJECY ReaLenenis

$1DE LETIERS OF ACALINCNT, TRPLEMENTATION LETTLR &HC CONEN
conmgsronaIncE, LETILR OF conmiTRENT/LREDIT RC3) SPLTE-
FYING TWE CORAOOITICS AND IFPORTEES, ARRIVAL ACCOUTTING
Foyns, RECONOS OF [APENDITURES AR L/CS, KECCUNDS OF LOCAL
CURREACY GEXRATION AND [ND usSER BEPCATS.  THiS
pocunEniaTiONn 1§ (LB JOINTLY @Y THE [CCNOMIC POLICY 8ND
PROGRAA OFFI1CE LPPI, SUPPLY magLeEnENT OFFICE 1SnO),
coNTAOLLER CFEICE contl and PPOULCTS HATI S 4T

SELECTION OF 8 SUQaNEsE [CaNCAIT AMD MATAGLRENT CONIULTING
F1RM 13 UNOCRVAY, T™®is Firn witl Wik IISTING QUESTICN-
NAIR{, OR NODIFICALION, TO CLICIT INFCRNATION FRGA \MPORTERG
10 w(LP DETEARINE Ing AOLE OF CIP IR THLIR OPLRATIONG.

g ouTSI0E EYALUATION {IRA ALPZERS MAY ACCOAPANY THE LOCM
FIRA ON IRITHAL OR FOLLCY UP wAZIT2 10 ircaT(AS O BT~
VISIT IRPCRTLRS PREVIOUSLY (HTLRVIE VIO DY TRE LOCAL FiRR

MaJoR PUBLEC SLCTCA )PPCOTERS 1ETLUSE LLDINE pLrED C3TTOM
£aL WG ROOPS, JUTE BaGi), SuOAN aiRusrs, SUCRR RAILWAY
CORP., wATIONM fLLeInicIty conp, xLwaua Suhsl 15 JCint
puSLIC/PRIVAIL SLCICA. & VERIETE CF PRIVALE ZECICH foand
wavg 810 FECEivlo CI? VraCETs 18L1LD NG THtlT retat

A iEIEG, PP (oA R L oguP WENICLE BRDVIETES
T TION 2 IPRC A N1 A wosieoL D EATTERIES,
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tEsn PRINARY ALZPONSIRILITIES ARE PROVISIONALLY ASTIGNED
ACCCROING 10 fOLLOWING COOL:

- tm 1 \[AD[IIHICIOICDNOHISI
- 13 INSTITUTIONAL geononi st
. 1] 106 INOUSTRIAL gconenist

THE TCAN LEAOER, IN CONSULTATION WITN USAIO RAY SKIFT
ASSICNMENTS ACCORDING 10 SPECIALTIES OF TEAM HENBERS A%
CVALUATION PROCEEDS.

LTER A BCLOV 1S TO BT SOMPLETED N VASKINGTON T0 THE OEGREE

POSSIBLE EEFORE THE TEAR LEADER’S ARRIVAL IN SUDAN. rio/t
PAGVIOLS § OAYS EFFORT FOR THE TASK,
11Ens 0= RELATE 10 ORGANILATICN OF TE£0°S EFFORTS, .

J1Ens 0-G ARE v"th-[CONO.HlC £r0 20L1CY ORIENTED ISSUES.
TRE TEANS ASSESSAENT OF THESE 1SSUES SHOULD APPEAR 1N
DRAFY REPORT,

11603 %-L ARE MAINLY SECTOAAL ANG INOUSTRY CRIENTED 1SSUES
DEPENOENT PRINCIPALLY ON INTEAVIEWS ANO ANALYSIS OF 114
USE REPORTS.  ASSESSHENT oF THESE 1SSLES SHCULD ALSO FOAM
PERYT OF TEAR'S OFAFT RCPORT,

(T/m A 1N VASHINGTON
- L. INTERVIEM PETCR WEGAN AND OTNER RELEVANT SER/CON
STAFF; -

1. MEVIEW v-Td 01SBURSEHENT/EXPENOITURE REPORTS
AND OTHLK AVAILABLE DOCUNTMTATION PAADS, AUDIT REPORTS
LISTS OF ELIGISLE COMNOoITIES &n0 SUPPLIERS AID POLICY
STRTEPENTS ON CIP, USAID/SUDAN AdS, CDSS}
- 3. INTERVIEW ¥iA TELEPRCHE AND LETTER FOLLOW UP VS
QUPPLIERS TO SUDAN IF BPPRCPAIATE;
- 4 REVIEY THE ASSESSMENT OF USAID/SORMAL LA CIP AND
ANT AVAILABLE ICCUPENTATICN Gk THE USAID/ZECYPT CIP
[VALUATION, NOTE THAT TO USAID'S KNGW EOGE NO (HPACT
[VALUATICNS OF CIPS MAVE BEEN comnPLETEO PREVIOUSLY

{(T/m 8. DIRECY VGRK CF OTHER QUTSIOE TEAR FENZERS.
/e, 1€, 1@ ¢, REVIEV &1D DOCUNENTATION INSLUDING
EXISTING [ND USE SURVEY KEPOATS.

(/8 D, PREPARE & LISTING Of CovENENTS SND RELATED POLICY
CHANGES (NCLUDING BuT WOT LIKITEO 1O PRICE, AND Excnanct
NATL ADJUSTRENTS, ATTRIBUTABLE 10 CiF. w0t POLICY

CRANGES HGARDIIIG/US[ OF CASH GAANTS, PuUSLIC SECTOR
COMTRIBUTIONS AND APPLICARLE EICHANGE RATES, AS3ESS
EFFECTIVENESS OF COVEWANTS AND RELATED POLICT OFALOGUE 1N
ACHILYING POLICY REFORRS. n0OTE AREAS WMERE ADDITIONAL

QECONNS MAT B NECESIARY strore C1P INPORTS CAN MAVE

DESIRED trPACT. . ’
(/M €. DETERMINE BALANCE OF pAYRENTS AND GN® EFFECTS
ATTNEpuleOLE 10 CIP TO THE oELiL neaSuRsBLE.

(/M F. DLSCAIBE TNE 4ELATIONSHIP OF CIP LND COUNTERPART
FusD ALLCCATIONS 10 USAIQ &nD GC3 STRATEGY A% [APALSIED 1M
INf £0%5°S ANG THE GOS THREE VERR PUBLIC EMVESTRENT
[LIATLY .

/M 6. CEICRIBL INE [VOLUTICN OF IME KEGLTIATING PROCESS
i lacm “ol 675 N0 S{TWELW UINI0 re0 THE GO BY wiicH
TS N b IR A1 S B AR LIS JugLiC and PR AT

potedoeoLtrges kD LHORCTED, wToosing tef SERetE 10
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Lol
peifl0 11711 €3 oF 8¢ i1l ERAR I CIT T O
WHICH fLICIBLE 4reCRICRS rot Bt (e vl DUl 1Y Ll OF
INFCRMITION, | €. wwal 15 THE PROCEZS BY K Tal Finay
LISTS Wavl BEEN FORNULATLO

1

{10) M. OCSCRIEE EXISTING PUBLIC AND PRIVATL ZECTOR TuiRl
OF CIP InPORTS RELARING IN 10 THAT DIFFERENT CECTORS nay
8 INYOLVEOD 1IN INE PROCELSIING ANO €00 ust Of THE ang
connontrY, AN LICKT OF OTNER IKWR[\IHOI, 15 A fURTHER
shift of focls orsiAasLE

{1Q) 1, ASSESS PuBLIC VS. PRIVATE SECTOR EFFECTIVINESS IN
USE OF CiP 1nPOMIS. IE.G. 11nE LAGS, ROLES OF THE CLnmQ01lY
IN PROGUCTION PROCESSY.

{1g) J. CONSIDER THL CCHCENTRATION OF ENO-USE 1M RELATIVE-
LY VELL SERVED SECTOAS AKD REGIONS TO THE £2CLUSION of
InPORTS FOA OXN[L:RTO ¢R REGTONS WITH NIGHER RETURNS,”
1.E. THE OISTRICUTION OF CiP SENLFITS. .

(1Q) ® . CONSICER TNE APPRSPRIATE MIK 0F CAPITAL, INTER-
REOIAIE, [KFARSTRUCTURE ANO CAUCIAL CONSUMER GOOOS AND
FORM JUOGEREXTS CN WXICH CATEGCAIES CONTRIBUTL nOST
DIRECTILY 10 PRODUCTIVITY and 32531 LROYIN,

(E) L. ANALYIE EXPORT COXPETITIVENESS OF SUOANESE
INQUSTAIES RECEIVING CIP LLLCZATIONS UNDER EXISTING COM-
g, UNAT COVEZRNENT REFCRRS AND VHAT FIANM AND

INOUSTRY LEVEL LOJUSTRENTS PPPEAR NECLSSARY TO INPROVE
EXPORT CORPETITIVERESS, Ok T0 INPROVE FIRR PROJUCTIVITY,
|“|[ ANALYSIS SHOULD COVER THE RVAILABILITY OF DOAESTIZ
SUBSTITUTES AND CHEAPER FOREICN SOURCES FOR InPORTED
‘COMOD”HS. DOES THE {XACHRNGT RATE 2W0 DI1SCOUNY SUESIOY
ENCERAGE ACTIVITIES WHICH VOULO BE UNPACFITABLE 1N 4TS

hasence. ,

5. OTHER ISSUES: TWE TERR MY CONSIDER OTHER 1SSULS WHILN
VAPRINGE UPON THE SCOPE CF wiRK:

A, LACK OR WIGH COST OF LOCRL CURRENCY AS & CONSTRAINT TO
OTMERWISE OESIRARLE POTENTIAL |FPORTERS AND THE
APPROPRIATENESS OF UTILITIRC sorf OF THE COUKTLRPAXT FUND-
ING 10 SUPPORT PRIVATE SECTOR {RPGRTERS THRCUGH AR
INTERMEDIATE FINENCTAL INSTITUTION, NOTING THAT nOst
COUNTERPART FUNDS, OVER IRE LIFE OF THE PROGRAR, navl
BEEN CENERATED 87 ThE PRIVATE SECTOR,

§. THE D1¥ISICN OF IRPORTS §LTWELN VT AND OTHER C30T 341
COUNTRIES,

. AVERAGE T1 € LAPSE FCR DIFFEAENT CORNCOITIES o
\APCATERS AT STACLS OF T rPORT PROCLSS iL.G. Receiet
OF LIST, ISSUANCL OF LEITLRS OF COmmITRENT CA LETTER. OF
CREDIT, PLACEMENT OF ORDER, SHIPMLNT OF CADZR, BRRIVAL

AT PORT SUDAN, CLEARANCE, OLLIVERY, UTILiZETION
CXAMINATION OF ARRIYAL ACCOUNTING FORRS wiILL O WELPFUL

D. IDEMTJFICATION OF POSSIBE CONSTRAINTS 10 EFFECTIVE
UTILIZATION AF €OnROO1ITIES WERE THESE CONSTRAINTS AE
UNOTR PROLRAN, 4% OPPOSED TO L05 OR FiRn CONTROL. .6
RELATIVE PAICE OF US GOOOS £n0 SHEPPIRG, [NCLUDING [RCHANCE
RATE AND DISCCUNT APPLIED, AVAILEBILETY OF Funos FOR
AGYANCE DEPOSHT, POLICT MO nanaGERENT 1S2UES) .

7. IMTERVIEVS CAN B sRNANGED VITH GOS OFF1CIALS BU1 ROST
CONTACT wilL 8E viTh PUBLIC #ND PREVATE JECT1CR IMPSRTEPS
AND USAID STAFF,

§. w3TE (1) T=al "BIOR (“FeALID of CteF1 A{PCAT 15 CN
\rPagt 07 CiP CN O SUIENTY LI N {4 HlAild prifoiv. it N0
LegiiEa b3l Loty Lol FaCuLaRd marafiin] oIk 3
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AND APFRCPRIAENIZ OF PROGRARNING 10 PROJICTS PEA S

NGl O RECIPEONT $ROJCCT"S PERFORAANCE WHICH 1S sugJtct

of PROJECT INIEENAL RCVICWS AND EVALUATIONS.

9. AFTIR RCVICW OF THE DRAFY REPORT, AND PROGRESS OF TNE

ENO-USE CUAVEY, USAID RAY CONSIDER FUNDING OF ADDITIONAL
EFFONT. MCAAN
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