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SUDAN:

l. How

Summary

CDSS Issuves Paper
committed is Sudan to a growth with equity starategy?

Statement: Recent past experience shows that Sudan
focused primarily on growth of the modern sector with
some overtures toward equity considerations in context
of egalatarian socialism. The current Six Year
Development Plan, and more particulxly, the Food Invest-
ment Strategy demonstrates a significant shift in
priority toward the development of the traditional
sector. The plan realizes the need for continued

growth and recognizes that, in the short-rur, the modern
sector will continue to make the major contribution to
increased growth. There is, however, an awareness of
the potential of the traditional sector and an acute
awareness cof the socio-political implications of
continuing past trends of unbalanced growth ané develop-
ment. Thus, the GOS has reguested donor assistance

in researching and developing appropriate technologies
for increasing the productivity of the poor majority in the

S

long-run.
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To signal its commitment to a growth with equity
strategy and corncomifan? concerns for greater participatory
development, the president recently initiated a significant
attempt at decentralization and devolution, providing
more authority and technical resources to provincial
governments. One can easily question the net effectiveness
of this attempt without providing provinces authority to
generate necessary revenues that all too of«en have not
been forthcoming from the Central Governmen%. Moreover,
one can easily question the net effectiveness of the
above reported shift in priorities in view of the overall
grave financial problems that now beset the country
and its inability or unwillingness to aggressively resolve
these problems. The IMF &nd reportedly, Arab oil states)
have been negotiating a major economic/fiscal reform
program with the GOS for several months, with little
progress thus far. Wwhether or not this program is adopted
(in one form or another), there are serious concerns as
to what implications these problems have on the government's
ability to carry out its ambitious development plan and which

priorities under this plan will be deleted.
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2. Should AID consider providng limited balance of payments
assistance to Sudan in the form of (a) increased (pcssibly
trip led) PL-480 Title I wheat (or other crops such rice) sales;
(b} a sector grant/loan activity; and/or a commodity import

program? Should such be linked directly %to proposec IMF reforms?

3. 1In view of the grave financial problems which currently

beset the GOS; should AID (a) consider a more modest build-up
in our program, and (b) consider funding all development (FX)
costs and greater proportions of recurrent (LC) costs for our

Projects?

4. 1Is the proposed program indeed spread too thinly over many
problem areas instead of focusing on few problems for maximum
impact (see pp 6-43)? How is this problem affected by the

apparent rapid build-up of PVO projects (six for FY 78)?

5. 1Is the focus of program in the south too limitec? Should
AID consider establishing an office in the South? (See Congressman
Bonker FAA amendment which directs AID to focus on poorest

regians of country).

6. Should AID generally predetermine the proportion of our
assistance that should be directed to the South based on the
relative distribution of the population (i.e. south with about
1/3 total population receiving 1/3 of AID program ;:f{;;:%? This

The.
should be considered in light othonker amendment ard in view of
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fact that (a) constraints to development are much more severe
in south and may require proportionately greater rescurces and
(b) current population estimates in the south were nade before
the end of the civil war and do not consider those Sudanese
returning from exile in.bordering countries nor the recent

influx of many refugees from these countries.*

7. Should AID consider providing (more) assistance to the

national (or for the south, regional) level institutions

while carrying our pilot programs designed to address the
"information gap" referred to on p. 1 ? Would such assistance
increase the effecdveness of or attempts to encourage‘backward link-
ages effects" (i.e. linkages between pilot project and national/

regional institutions responsible for replication)?

§

Drafted by:AFR/EA:JWooten}5/18/78
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STUDAN
COUNTRY IEVELOPMENT STRATEGY STATEMENT

I. Profile of the Poor

With a per capita GNP of about $300 Sudan ranks among ithe 25 leas:
developed countries in the world, Wwhile this figure, like oost avail.-
able statistical data, is an average for the entize country, it makes
abundantly clear that the majority of some 16 milliop Sudanese aTe

among the pocrest of the poor,

PABIE I
ECONOMIC/SOCILL INDICATORS

Sudan
Most Eecent
1960 Estinate
GNP PER CAPIT: (U.S.$) Ji3 29,0
POPULATION AND VITLL STATISTICS
Population (midyear, million) n.2 16,0
Vital Statistics:
Average Birth Rate 21 thons.} 50.7 17.8
Average Death Bate (1 thous. 2L.7T 17.5
Infant Mortality Rate (1 thous.) 159.0 3.0
Life Expectancy at Birth (y=s.) K.l k8.6
Age Stzucture (Percent)
0 to 14 years old h7.0& hS.%‘
2.

Population Growih Zate
EELILTH AXD NUTRITION

Population per Physician 27,820/b o
Bgég:f

Population per Fursing Person 3,0
Population per Ecspital Bed 95
Per Capita Supply of:

Calories (% of Tequirements) 61.0
Protein (grams per day) 55.0




T4ELE I (continued)

Sudan
Mos*t Recent
1960 Estimate

EDUCATIOR
Adjusted Enrollment Rated ' .. d

Primary School 25.% 40,0622

Secondary School 3. 8.
Years of Schooling Provided

(Fi=st and Second level) 12,0 12,0
Yocational Erxrollment

(% of Secondary) 3.0 2 0&‘3
Adult Literacy Rate (%) . —_ 15.0
CONSTMPTION

Radio Beceiver gpcz thous. pop. 1.0
Passenger Cars (per thous, pop. 1,0
Electricity ?:wfyr. per cap. 8.0 19.0
Newsprin: kg/yr. per cap. 0.1 0.1

1960:
a = Under revision
- 1962
« Including assistant nmurses
- Government
- 7=10 and 11-18 years of age, Irespectively

15]0

Mogt Hecent Estimate:

7a - 1972
= Including assistant nurses
6 = 1965=T1 average
d ~ 7=12 and 13=17 yeass of age, Tespectivaly
¢ - Beginning 1970, the duration of general secondary
education vas reduced frem




It is estimeted that the top 10% of households accoun: for about
a2 thixd of total income ez ned, in contrast to just 3X for the bostom
decile, and only one-ibixd for the entire botiom S0% of households.
Average incomes in reral areas approximate about ocne-thizd those of
urban dwellers, underscoring a considerable income disparity and <he
very low standaxd of living of the Sudanese traditional favmers,

By region the West (North and South Xordofan, North ani South
Darfur) and particularly the six southern provinces are mucs the
poorest of the country. Average incomes in these provinces may be
only two=thirds that of the rural areas as a whole and one-{ourth
that of urban areas, The Norith and Fast enroll about tkree tines the
proporticn of children ir schools as the West, and the sountaern prov=-
inces only about one-sixth as much as the entire country. Female
eprolliments lag substarntially behind those of males in a1l locations,
cne=thixd the total at the primary level, one-fourth at the secondary
level, and at the texrtiazy level the proportion falils to one-eighth.
These urban/rural and male/female imbalances a~e exaggeratei as well
by the qualitative difference in schools and the hidden subsidies
vhich »ise substantially with the level of educaticn.

Most doctors are located in just two provinces, Thartom and
Gezira, where the population per public health care unit is 3,000 to
4,000, 1In the West this figure r—ises to about 15,000 and is even
higher ir much of the South. Mealaria, the single mosi prevalernt coa-
municable disease, is endemic throughout the country, affeciing adout
20% of the population in Gezira and, at some time iz their lives,
almost everyone in the South. GCastroenteritis ané ‘uberculosis, the
two next most important health problems, are uncommorly high in these
outlying regions, 2#8 ig malnmutrition.

Despite large pockets of poverty Sudan, unlike most developing
couniries, ‘has oniy negligible open unemployment. It is a comniTy
with vast areas suitable for agricultural puzposes open to asw popula-
+iopn. Sndan also has a relatively lazge migrant agricultural force,
mumbering perhaps 1,000,000, i high proportion of these workers 3oves
from one aTea to another from season to season and Temains Derzanently
in this employment category. This labor mavkst appaventily functions
quite well with competitively set vages. In recent years Sadi A=abia
and the Gulf States have offered very atiractive employment allerna-
tivegs to even the semi-gkilled in Sudan, Wwhile in pa=t a detriment to
domestic development, this flow has enhanced the upward mobility of
the nnskilled,

In summary, Sudan's poor appear to fall into fou= majoT categuries,
At the bottorm of the scale are the traditiomal farmers and nomadice
&oups, accounting for well over half the total populetion, Migzant



Ticultural workers, atiracted dy somewhat bhigher income avay from
traditicual famxing, form another categosy. Nexz probably come <he
uTban unskilled whose wages tend to be higher thar rurzl] daily scales
ané who, in general, have beiter access to govermmeni-provided services.
Pinally rank the tenant farmers with access to education and medical
services, at least in the older schemes, and vho tend o hirze migrant
wvorkers for much of their labor needs,

II. Major Factors Contridbuting to Poverty

Like all lesser~developed countries, Sudan's poverty has i<s basie
roots in kistorical and cultural patterms not cleaxly taderstood. 4t
the crossroads for peoples fror meny pazis of Africa and the izab wormld,
the Sudanese reflect many ethnic and lipgristic groups and subgroups,
from nomadic herdsmen in the north to the varied black Afriza sedentary
tribes ir the south. Boundaries arbitrasily drawn in the lz2st centy
encompassed these diverse pecples into a geographic region zalled the
Sudan, For perkaps the majority, bowever, the idez of "nationhood™ as
a concept, with its zights and duties, has little meaning. 4 sense of
obligation and respomsibili<y extends little beyoné the family and

tribal groupings.

The lack of political and social ocohesion is an important constraint
to development, as it is in mary other newly crezted nations., The Sudan
furthermore has paid the price of a seventeen-year ¢ivil war ending orly
in 1972. It diverted already scarce resources avay {rom developmental
efforts, not to mention the heavy loss of life and physical infrgsiTuc=
ture in the South, and of course the resentments vhich remain,

Sudan's modern economic development began in the latier pa=t of
the nineteenth century. Some fifty to eighty years ago the British
constructed a port and the basic railroad system in existex:ze today.
In the 1920's they also developed ithe huge Gezira irTigatioa schenme.
Together these invesiments provided the impetus to Sudar's ilevelopment
and are of major imporiance evez now,

In its vastness and sparse population Sudan resembles several
other countries. It is unique bowever in that buge a~eas of land suit-
able for agzicultural purposes aze avallahle f{or nev poprliations — 3
major economic advantage, Conversely, its vasihess aiso actis as a
gignificant constraint t¢ development,

The majority of the 16 millieon Sudanese are thinly dispersed over
an area one-third the size of the U,S., cut off Irom ever egional
mackets, let alone EKhartoum and worlé trade,  Most goods ani inputs
gimply are pot available, and gover=ment sexvices are aizost —onexisgient.
investwnen: in tTansportation to reach these people far exceads even the



mosv ambitious medium texm projections. Inves<mert and ccsis of
providing services are very high on 2 per capita basis, thereby
lowering benefit/cost Tatios., Without access %o marxets, inpuss,
education, health and other services, developmen: of the traditional
faming sector cazmnot occuz, Obviously ihe process of change will be
slov and large numbers of people vill not bepefit direcily for years
to come.

Perhaps of equal importance to geographic isolation as a
constraint is the limjited knowledge available on improving agricultuzal
techniques and introducing new crops and income-earming oprortunities
to the traditional farmers, 4ilmost all agricultural research in the
past has Deen directed towards the moderm irTigated agricultural sec-
toz, The Qifficulty is further complicated by the wide variztions iz
climate, soil, agricultural practices, and cultural *raditicms found
in the Sudar, 211 requiring particular ireatment,

As a corollary to the above consiraints, a very limitsd public
and private institutional presence exists beyond ‘he proviacial capie
tals, VWithout counterpazt organizations with which to worik, donor
assigtance can have only minimal self-suptaining effects in reacking
the rural poor. Extending public sector services to such widely
scattered populations is 2 slow process, and of course cos:ly, thus
further straining an already over-extended budget, another major
problem,

Without question, Sudan's financial problems pose a threat to the
prospects of development and iis ability to address questions of
equity in coming years. Short external debis amourt to pe—haps $500
million and those of med:ium and lopg term ma‘turity alsc a~e dange=cusly
high, This condition reflecis not orly the sluggish perfo-mance of
cotton exports but primacily the much too rapid exparsion of Sudaz's
developmental efforts in the past few years. Domestic resources can-
2ot satisfly demand, thereby raising izmports to levels which bzve
exhausted Sudan's foreign exchange as well as her foreigm coamercial
borrowing capacity. Rising GCS deficit domestic financing is adding
to inflationary pressuTe, estimated 2t an anpual rate of 30K,

Discussions with the IMF and Saudi Arabia have desn taking place
for many months in ap attempt to find a solution ¢o these overriding
financial problems. Long term prospects appear quite good. Iowever,
withou: major balance of paymen:t Teliefl from the ocuiside and a scaling
back of the development effori, Sudar's econcmic stability will be
threatened, I% is not clea> what balance these decisions, expected
shortly, will sirike between growth and equity, but short -exp and
medium term prospects for the Sudaz ave pot at all bright,



TII. Prootlems of “the South

The Southern Region is in need of a sepaTate st-ategy, -is problems
are similar in pature to the north but deprivation of faciliitles, distance
and isclation, and the extent of poverty are much greater, Kearly twenty
Years of civil war destzoyed buildings and the road networi and left a
generation of persopns with no formal education, not %o meniicn the loss of
buman life (Male twenty to thirty year olds number cnly 70% of the female

age group).

A Tegionzl govermment wiih considerable autonomy was established
in 1§72 as pa=% of the political setilemen:t, Since ther donc-s have
provided extensive relief assistance in the fozm of food and medical
aid. The need now is for a development sirategy of donmors woTking with
each other ané the Government in a coordinated prograc. Wiile not yet
fully defined, an outline of a sirategy does emerge,

Without exception, experts and observers agree ihat transportatiocn
and manpowver develcopment are of highest priority. Provincial capitals
are cut off from one another during much of ithe year, and avex wher pog=
sible, travel requires zmuch time and effort. Repairing the all weather
laterite road system is essential to <ie the region together and link

ts population at least minimally to non=-local influences, ¥ithout
improvement in the river transport system, the South will de esseatially
cut off from commercial ties to the north and dexied i:s cnly marke: for
agricultural crops, of considerable potential. The region rezains
almost totally dependent upon a laterite road through Ugznia from Kanys
for its supplies. An alternative route io Kenya is being studied,

Concomitant with transportation is the imperative to sirengthen
the adminigtrative structure. Very able persons are found in the top
two or three positions of most minisiries, a very considerable actieve—
mert in a few years' time, 3Below this level, hovever, ainisiries are
stafed with not even minimemly trained persannel, Many verse pired as
a form of welfare and mos: are in their twepties and thirties with
long ca~eers ahead of them. The govermment has little alsar=ative but
to do its best to train and upgrade this existing staff, It
neither afford nor find additionzl persons who are trained. 4 pro-
£-ad providing general and specific tTaining, ranging from vehicle
Daintepance to administration, may be the anly hope for the goverment
even io carzy ou% its admirigirative responsibilities let alone a
develcopment program.

Progzess in the education and health sectors vwill be & siaggering

task., The Goverment plans to teach in the vernacular foT the [Irst
four years, and ihis will need help in preparing zaterials Ior ‘he fev



schools that do exist, 4radic will de the language of imstruction for
the next four years of primary education, with Exglisn at thae secondasy
level, It is an opern question vhether such a policy caz evern be imple-
menteéd successfully, however necessary on political grounds, The
implication for teacher training and the demands on the studext are
awesone, Perhaps some kind of iraining prograr for primacy school
teachers is the highest priority.

Witk malaria incidence at pneazly 100% for some areas, and very
bigh rates for other diseases as well, the Government bases its hopes
on a prima-y health care program similar Ip nature to the Nomik. Eradie-
catior progmams ave simply out of the gquestioz for some time., If the
fizst years prove successfiunl, the cadre of nealth care woTkers %o be
trained in effect will provide the only medical caxe for Tos:t persons
for many years to come. The f{ev bhospitals must be siTengthened dut they
Teach too few beneficlaezies to concentrate funds at ihis level.

With few prover technologies, no institutional presence, alaost
no supply and macket sysiem, no storage facilities, Tudiner-acy if any
roads, the odds weigh heavily against development of *raditiozal agri-
culture, Yet there Is po altermative dut attack these problems,
The World Bank and others are searching for the badly needel deginzing
st‘:'a.tng-

The regional govermment will depend upon subsidies from Inaztour
for even its recurrent dudget well inio the future., Neaxly all develop-
ment funds come from foreign donors and it is doubtiul the egional
budget can even cover the recurrent costs of the donor projects already
toderway. A Tevenue base wvill evclve slowly but every effc:t should be
made %0 maximize the self-help contTibdution of the beneficizries, in
least-—cost approaches to problems, Without it, the developmen: program
simply cannoct grow significantly.

IV. GOS Copmitment o Development and Bquity

Governmenial commitmert o & futuTe prog-am is not easil
measured, although past experience offers the dasis for some judgment,
Here, as menticned previously, the record is mixed, with no=able achieve-
ment in education and health, satisfaciory goowth, and lazge numbers af
tenants asd migzTant workers sharing pacstially in the benelits, The
egalisarian rhetoric of socialism is still accepted btut fev perscns
seem commitied to its means after the experience 2f the pas® decade.
Past performance argues reascnably well for the future,

The Six-Year Development Plan, if anythipg, is cvexly amoitious
on all counis. Irn Thetoric at least it did shift prierity to the
tradiiional sector. Its goals will not be achieved for want of



cozmi tment but rather, the lack of fimancial resources, maragezial
talent, and supporiing infrasirTucture, The establisnmert ¢f realistic
targe~vs in coming menths will provide a useful guide to the futu~e,

We are informed the new figures will strike a2 dalance between payoff
in the modern sector and the longer term interests of the traditionmal
farmers,

The openness of Sudanese society provides reason for some coptimisa,
For the most pazt, the elite ave pot far removed from ru~val tradition.
Extended family ties and responsibilities make ever the wvealihy aware
of the needs and aspizziions of the poor, While nc guarartee of aciiom,
awarezess is a precondition to actiorn, and the family cornecticms do
provide a kind of pressure.

The decision to decentralize goverrmental funmeiions cieaxly

reflects the governmment's recognition of diverse »egicral inserests
and the need and desire for greater autonomy in solvirzg local problenms.,
Delegation of responsibility and anthority Tequires the trazsler of

toun~-based personnel as well -~ not an easy task, The relationship
of regioral authorities tc elected regicral council —emains to be
defined along with other issues, Some officials, for example, worTy
het executive branck authority will be overly dinipnished, The debate
is ref{reshing and likely to produce beneficial resultas,

v. Implications for AID

The extent of poverty in Sudan and the difficuliles I3 overcoming
it are considerzble, Given the likely resources available {roam ihe
U.S. for development purposes we should attempt to concentrate our pro=-
Zzam on relatively few problems for maximum impact. There seems good
reason as well to avoid supporiing direcily a lazge mumber >f rather
smal] projects. Our design and approval process is cost insffective
for small projects which also require approximately the same management
attention at the implementation stage as larger aciivities, 3y encour-
aging the PV0's to undertake the smailex tacgeis of cpportazity, AID
can take advantage of its eccnomics of scale in project devalormext,

We will be guided by these considerations,

4, Guidelines for the North

The earlier discussion clearly sugges:s a —ural development
focus for the ATD program in the Norih with high priozity given to
the problems of the traditional farmer, who represent the largest
number and most seriously deprived of the Sudanese. Given the extent
and mature of the comstTeints, a muliifaceied approachk seeas In crdel,
attacking problems at the local, regicnal, and national level,



1. Traditional Parmer
a. Enowledge and Insztitutional Presence

In the first year or so of our prograz development
our priority should be on assisting the GOS address the enormous
informatior gap restricting improvement in this subsector. This thrust
can be used to create the badly needed GCS institutiocnal presence in -
the remote areas zs well, AID and its contractors are acquiring a
zural developing expertise of possitle value here, and *he Land Grant
universities o0 offer a unique and locally desired resource to adcress
these key copsiraints.

To gair immediate ¥mowledge and experience, a very
limited number of pilot projecis directly invelving the tradiitional
farmer should be undertaken, Ir additiorn to sesking ways to improve
existing agricultural praciices, our durpose must be io hel) develop
a kind of model institutional framework at the provimcial and Zocal
level of use to the GOS as it expands its ruval developament effert. The
Sudanese are most interested in this approech, finding it consistent
with their desize to decentralize developmental planning ané i=mplepenia-
tion., Given limited AID/GOS experience at this poini, the high risk
involved, and the complex design as well as the difficult project
support problems, such activities gust de few indeed for several years,

To provide an adequate framework for reviewing this
experience 2nd comparing it with other projects, azssistance also will
te zeeded at the macro level, The GOS seeks a well-delined stTategy
to address outstanding rural development issues. Donors, for example,
are cuzTently supporting & growing nmumber of rainfed rural developament
projects, generally quite large, and with central authorities organized
to run thex from EKhartoum. Such an a2pproach rmns counter to the decen=
tralization efforts and weakens regular govermmezt siTucture, The
Sudanese recognize the technical, managerial, environmental, aad social
provlems associated vith the laxger schemes and wish to syszematically
examine them in the hope of siriking a beiter balance between the
modern and traditional sectors. They will need heip iz this elfore,

T™us far then, there has been no aitempt %o Teview
and compare these various approaches io rural developmen: and draw
the lesson from them. The Minigstries of Planning and jgriculture,
along with the University of Enartoum and the Economic and Social
Besearch Counmeil, have a major role %o play in this inguiry and have
asked for AID azssistance. The +tzlent basgically exists locally to
carzy out the review, AID can provide the catalys:t %o an elfort witk
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potentially very izportant policy and project desigm impliczsions, It
no% only will increase understanding of the tTraditicnal sector, but will
provide needed insigki and evaluatior a8 well into modesm ag—ictlture
and pessible ways AID might assist consistent with the CongTessiopal
Mandzte .

To further lay the foundation for addressing the
informational gap over the long run, AID should assist the GOS in its
Plans to extend its applied agricultural research beyond the irrigated
schemes, 4 tbhorough Sudanese examination of the practical agricultusal
problems facing the nomad and traditional farmer is essect:ial to long-
range success, The lgriculture Resource Corporation is nov ready with
help to undertake this task, begirmmirg in the Western Sudan, and T.S.
universities are well qualified to 2ssist,

b, Transportation

The major road system, financed by oiher donocs, is
being extended adbout as rapidly as is possible, given majo- contracior
capability and cement availabilities. FKeeded improvemenis iz the rail-
road system also have linancing., Ir the coming yeax, howvever, wve will
wish to review the peed for key low-cost feeder roads link-ng isolated
areas in the Western Sudan 10 the railroad and the major k- ghways when
completed, to complement our other efforts. Of particular importance
will be the criteria for selectiop of rmzzl =zoads ani evaluzticmn ¢f
local contractor capability.

¢. Fipancial Corstraint and Pricing Policies

There is a considerable misconception concer—ing
Sudar's financial situation, Many view this courtry as the benefli-
ciary of mammoth flows of assistance as the Avab Werld attempis to
pake the Sudan its bread basket., AJD's tendency to focus attention
on technical assistance rather than macro-economic factlors also cco=-
tributes to this misunderstanding. In fact, Sudan's cu-Tent lizazcial
situation threatens its economic 2nd political stadility,

Ironically, the difficulty resul:s {rom Sudan's
ambitious development effoxts. Large budget deficits have occuTred
with inflation nov running at an annual rate of 30% as the GCS has
attempted to expand pudblic sector investment and services of bdenefit
t0 its poorer majorities. 4t the same time the Saudis and others
shifted their assiszance I{rox direct dalance of payment support w0
project aid, This shift left Sudan with the buzder of flnancing all
the importation of intermediary goods associated wiik deve_opneznt
(spaze paris, fuel, etc.), not to meption the imporis of consumer
goods generated as incomes and prices rise. The long gestation
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period of these externally financed projects means little ip the way of
additional foreign exchange nas yet to be produced. is a resuli, Sudan
has used up ali its {oreizn exchaxnge, nNow at negaiive levels, Its short
terx foreign debt amountis %o perhaps $500 milliorn, about 2/2 of expected
imports, witk as much 25 $300 million in arrears. Fcreigz banks no
longer honor letters of credit., The country simply is broke.

Unlike many countries, Sudan's difficulties do not
stem from excessive imports of consumer goods, Provisional data show
imports of consumer goods ai only 3I5% of total imports ir 1977. This
compares quite favorably with 1972 when imports of texiiles and food
alone accounted for over 3I8% of the import bill. Whiie Sudaxz plans to
Teduce the Telative sbare of consumer imports, thexre is little scope
for solving the current crisie in this manner,

Table II summarizes the movementis of the principal
components of Sudan's balance of payments from 197L/75 to 1978/77 aad
2 projection for 1977/78. The data for 197L/75 - 1676/77 tend %o con-
ceal as much as they reveal, Imporis are showr as declining over zhe
peciod and exports a~e shown as increasing, developments which, oz the
face of things, would tend to suggest an improvirg balance of paymentis
performence., Looking benind the figures themselves, however, it is
seen that exports improved because of growth ip the export of cil seeds,
better cotton prices, and the sale of accumulated coiton siocks (a
cushion that is no longer available to the Sudanese ecopomy). The
decline in imports reflects not a smailer requiremezt but the exhiausiion
of available credit and the use of ™nil value licenses" (persons holding
foreign exchange eazmed outside Sudan finance imports not refliected in
the Bank of Sudan's statistics). Inclusion 6f imports f{imanced in this
fashion wounld probably increase the 1976/77 import figure by LS 60-T0
million, Even this expanded level of imports (IS 280-300 milliom) is
insufficient to sustain the eccnomy consideripg that a figuTe of
1S 372.5 million was originally plammed fex 1976/77.

The stability of service expenditures and capital
paymen:s over ithe period is also of concern as the growing shcIi-term
indebiedness indicates that payments om suck izpoTis aTe nct beling
made. The projections for 1977/78 reveal ihe crisis dore cieasly. If
the projections for available exports and required imports a~e Teliable,
and they do seem in line with pas*t *Tends, Sudan faces a cruxmch of con-
siderable magnitude. Eaving extended its credit to the lizii, Sudan
can no longer hope to close its balance of payments delicit (zs 111.0
million) by afditional shori-term borTowings. In the abserce of addi-
tion2l balance of pzymenis suppor:, the deficit will have to be ciosed
by a restriction of imports (2 process that seeas cleaTly tnderway)
with severe consequences not orly fox futuTe scapomic gTow:h but for
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the capacity of the economy to function at its present level as well,
‘This is true even ithough the projecticns make nc allowancte for payments
of azrearazges, accumulation of reserves, or & reduciior in shori-iterm
lizbilities. If these are included, as they must be Ic some exient:,
the crisis is even more serious than the projection of Table II wourld
indicate.

Discussion witk the DMP and Saudis on a Teform package
has been contipuous for many montks, with the expectatior taat Saundi
funds would be forthcoming to see Sudan through this crisis. It now
appears Saudi Arabia will not come to the rescue soon and that policy
reforms will take considerably more time to resolve,

It should be ermphasized that, given the nature of :ég/
problem, it canrnot be solved by additiopal project related assistance.
Indeed, the declize ip prcject Telated assistance over %the jast two
years (due to problems of absorptive capacity) has probadly sexved %o
limit <he problem. The sever billion dollars expected o be zade availe
adble for agricultural projects (by the izab Authority fcr Investiment and
Ag=icultura) Development and the PAD) over the next few yea=s, while
part of the long run solution, conld comiridute to the shor: te=m prob-
lem unless adequate arrangements ave made to deal with recurrent costis,

The balance of payments crxisis has implications not
Just for longer term economic growih. There is evidence that fuel and
spare paris shortages may hinder Sudan's capacity to produce anéd xmavTket
her current exports, furither exacerbating the crisis,

Without dbalznce of paymenis assistance for a few
years Sudar wil)l not be able io absorb further capital assistance nor
adegquately support the many donor projects, ineluding our own, all of
which gepnerate imports, at least indirectly. Donors are awakening %o
this fact all too slowly. Like ATD, they all view the Sudan in terms
of their own projects with litile understanding of the broader and, in
this case, overriding economic issues, The Gerzans just ag-eed 0 fox=
give the equivalent of about $4C million im debt, Tois actlen will
belip, but only at the margin.

The time has arzTived for AID to serisusly reviev
this problem with the viev ic providing help in some form. Given its
magnitade ithe U.S. by 0o means can, nor should, solve it alone., Cur
willingness to consider such assistance, however, wou.d reassure the
Sudarese and, perhaps more importanily, enable us to Talise the sudject
directly with the Saudis and others., The major »espopsibil:ty for

;/ Althougn donors could certainly help via increasingly budgeting
for the recurrent foreign exchange costs of their projecss in
dition to the direct fcreign exchange cos<ts,
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financial assistance must -esi with Saudi Arabia and Kuwait dut <they
might be more willing to assisi, aldeit disproporiiopactely, if they
felt others too had an interest and a sbare of the bu=dex,

We see arple justification for expaniing the PL-4BO
vheat sales to the $20 million %o $30 million range irn 1§75, 1980 and
19681, with the local currency used to support local costs ¢f our dilat-
eral aid and other GOS projects of benefit to the traditiornal farmer,

In addition, the GOS could easily absord a $10 million to $20 million
sector grani/loan in 1979 to assure sufficient commodities are availadble
for broader rural development. Consideration of a2 commodity import
progsam also is in ordex.

Te Ambassador has Tecenily requested a joint Siate/
AID/Treasu=y +team to Teview this crisis and —ecommend a coucse of
action. We envisage the study celling for an expanded economic assist-
ance progzam, wiik emphasis on balance of payments support inm FY 1979
and beyond. Given funding comsirzints, it might be necessary %o delay
some of the proposed ‘echnical assistaace projects until 1930 to accom—
mocate ithe balance of paymentis related asgistance, See Sezxtion V., C.

d., Eealth

The GOS has a well defined sirategy for addressing
the country's health problems., Since eradicatior programs aze %00
costly to be undertzken by the G0S, ATD can make its most izporiant
contribution by supporting the prime=y health care progTez, No assisti-
ance is needed in the Dhaxrtoum, Gezira, and other more wealiky provinces
where the program vegan lasi year, We should suppert it in the Westemn
Sudan, however, where local resources are not sufficient finpance its
expansiocn. With such little worldwide experience as a guide, we should
begin on a limited, although signifizant scale, carefully evaluating
the experience before we and the Sudanese consider the next phase of an
exrpended program,

Plans aze undexway to use Title II resou—ces ir
stpport of this health progTam as well., WFP food aid will e provided
to0 the Primary Health Care workers while they receive their nine macnth
training. We also are consider the possidility of exteniing the
MCE program of CRS to the Westerm Sudan in coordination wita the primaxy
heal<h program. It will take at least a yea~ before this is possille,
if at all.

e, Education
Except to ideatily certain of the key proslems,

plans for assistance ir the education sector ase siiil in tae
preliminary ssage. The GOS recognition that primavy schooling is
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verminel for mosi students, and that thexe is 2 need to moiify the
curricwiur accorlingly, is most encouraging., Some ctrTiculum develop-
mept 2ssislance is being provided thwough the UR wii: perbaps litile
furiher needed from AID. The IDA is in the thvoes of desizming a major
project invelving, as we understand it, the consizuciior of a number of
samall primary schools in rural aTeas, with emphasis in Westerm Sudan and
the South. Such a project will not completely satisfy the need for
schools, but it appears sizable enough to tax the Ministry of Education's
absorptive capacity. There may be technical assistance -equirements
associated with the project which we should consider (we a_ready have
recommended approval of 2n (PG with the SIL in support to shis project).

Teacher irairning (and retraining) may be the exitical
constraint in expanding the primacy education. Ve unders:tand some funds
for facilities a~e included ir the IDA project but whether the GIS can
cope with this training requirement without additiomal hely is an open
question. In coming months we will discuss this matter wizh the Sudanese
with the view to further stirengthening ocur program focus in the Westem
Sudan,

We have had inquiries about AID interest in financing
technical training institutes ip the West, but quesiisz th-s pariticular
approach to the problem. Such institutions are very capiial intensive
with high recurrent costs, and when rum by Minisiries of Eiucation bear
too little relationship to the needs of the exployer., The priority
need, in our judgment, is for informal short term training courses
closely linked to market needs. TUNESCO is supporting such a prog-an
in the Ministiry and it bears watching on our part. Similaxly, we have
supported a request for an UPG from L4~E to strengthen a rather sgimilar
training program open to youtks and adults of the Ministry cf Youth azd
Sports. This prosram seems likely to make a more importan%, long range
contridbution thar the MOE activity, based upon comparatiive experience
thus fax, We intend to chanmel the activities of ithe L-E prcject as
wvell to the areas covered by cur other projects ¢ the maxsmus extent
possible.,

Eural labor markets zpparentily functiioz cuite effectively
in the Sudan., While the role of provincial labor offices could de improved,
wve do not consider it a high priozity activity for AD. Oux preference
would be to consider fuvriher possible ways of siTengthening primary
educatior apd informal irairing in the West,

£. Science and Technology
In the past two years there have been pavallel

discussions on a number of activities under the heading Science and
Technology Transfer, e, 2., energy proposzls, rious Temote sensing
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sugrgestions, aguatic weed contTol, %0 mention a few. OQus intenticn zow
is to consider only those ideas :in which the GOS has a sezious .n.e:est,
an¢ those wrichk axe realisiically applicable here. Wwe thexn will -elste
ther to the other elemenis of our program, but do not envisage a Science
ané Technology project as such at this time,

There is a major fuel problem in the Wesiern Sudan,
given the shortages of wooéd for charcoal, We would like to explore
this problem further, in the context of the agricul ture reseg=ch p-oject.
Iis solution is intimately tied up with other issues, COnce-vably, ADD/W
funded resources could be drawn into the inguiry as well, but it makes
sense o0 have scpme framevork for the inguiry., wWindmills <02 a~e a pos-
sible answer, but here again there must be a Sudanese imstitutional base
from which to address the guestion, and therelore we ervisage thez deing
addressed ir close cooxdination with, if nmot a part of, the agrisulitural
~esearck project. We see litile to0 De galined now in devoting scasce
USAID/GOS resources to the search for practical applications of solar
energy. Reseaxch is taking place in comparablie climatic arsas, of pos=
sible value hnere in the future, The results will be followsd with
interesz.

One theme, however, does link several of the Science
and Technology activities and relates as well to our other >rogram
interests, Sudan has a considerable ag-icultural potextial but it
2lso has the potential for being a major environmental disaster. Problems
of over-grazing and desert creep *hreaten development it Westerm Sudar if
not sddressed soon, and the prodblex will beset other Tegicrs as well,

The prospects for an AID-assisted program under this heading will de
&iven seriocus consideration in coming months, 4s a first step we would
approve an agreement betweer (lark Uriversity and the University of
Ehartoum, 2s reqgunested by the GCS, to help prepare a map and report
showing the location, nature and intensity of envircrmental probiems,
on a province by province basis, This work will provide us2lul backe-
ground to GOS officials and prospective donors, AZD/W fupding pezkaps
is available for %this siep.

We also have agreed to discuss with the G35 our possidle
support to their desertification prog-am in the Wester: Sudan (IJECARP),
Besponsibility for the progzam now rests with the Ministry of igriculture
vhich wishes to begin an operational program on a pilot project basis
very soon. While Telated to the Agricultural Resezxch Project, tnis
progrer in time will be la-ge enocugh to stand alone, Initially It would
include:

(1) =2 more prec:'.se identification cf severe problem aTeas
and areas of varying stages of reduced produsiticong
(2) menitoring the situatiorn; .
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(3) expecimental approaches to perimeter coniTol, sand~
fixing, and land use orgenizaticn; and, iz time,
(L) operztional extemsion of the experimenzs.

We also will wisk to raise these questiors in
copsidering the Noxth Xordofan project. It is possible this project
could be linked not omnly to the igricultural Research Prciect, but to
the DECARP eflort as well,

The aquatic weed activity initiated by the RiS falls
outside the Westernm Sudan and does not fit well in the above progzam.
The HAS—assisted workshop this fall should proceed as planned, but we
prefex tc postpone fu—ther consideration of ihis prodlex, of ungues-
tionable impcriarce, until a later date. We may ther vish tc expand
our eavironmeatal focus to the South,

The OST and Aifrice Bureau 2ssisiance in Temoie sensing
may be of {uture interest here, but until the participants now in Trai=-
ing return we cennct be certain, If they Tetusn as 3 vorking tean we
will try to interest them in applying these techaniques io recornzigsgace
work in the Western Sudan related to our other interests. 4 szall, dul
needed, remote sensing center is being funded and assisied vy the TN,
and trainisgs facilities also arTe available in Caire ané Nairobi, We
do not feel it appropriate to corsider any further assistasce :irn this
field at this time,

2. Migrant Agricultural Worker

Cur strategy for dealirg with the problems of this
category of the poor will be developed iz the context of the Tux
planning project and possible assistance included in cur higher fund-
ing options. It will affo>d an excellent oppec-tunity to Teview the
equity problems associated with the larger schemes which employ these
workers, While the wage Scale itsell appearzs to reflect macket condi-
tions, one wonders what their opportunities are 10 become tenanis as
new schemes appear. Perhaps there arye ways to increase theis access
40 the healih facilities ihrough an expanded Primaxy Zealtih Cace Project.
Conceivably, a second iranche of AiID support %c Eahad, for exazple,
might be justified specifically in support of socisal ixf=agtructure %0
the migrant workers and the ienanis ithemselwes, Qur upcountTy shelter
survey also will consider the housing needs of these workers, particulaxl
associated with the larger agricultural schenmes.

3. U-ban . Unskilled Wozkers

Limited stafl time has not permitied a carefully thought
through strategy for ihis group of persons, Wwhile poor, %thay aTe
better off than Sudanese traditional farmers, and therelore pechaps of
lower priority to our s:illeevolving progTam,
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We do plan to discuss GOS interest in 2 shel<er sector
Teviev and ‘heir low~Income housing policies. We fear tre GCS plams
include substantizl sudsidies to these projects and we will wact %o
Teview this quesiion very carefully, It will never de feasidle fox
the Government to mouni a program affeciing significart muders ¢f poor
urban dwellezs if major GOS funds are needed. There simply ave much
higher priority claims for these limited monies. If they are interested
in developing sites and sexvices, leaving the house comstruciion to bde
financed by the occupant, then perhaps the Housing Guarartee progran
bas a rle to play. ts interest rates are high, but the length of
the loan still makes it rather concessjonal. Our reviev of these
issues will be completed in time to cornsider an FY 79 progras if
Justified,

In addition, the Youth and 24ult Training Prcject of zhe
L=, if approved, will berefit persoms in this ladbor categs=y iz ihe
smalier towns. A more careful examipation of the informal training
problems and prospecis in coming months could lead to broader <raini
programs to Teach the urban unskilled.

L. Tenant Farmers

Perhaps tenant farmers are the lesst disadvartaged of
the poor majority. How much asgistance AID should provide ic this
category is not yet clear, The rural planning project again provides
a useful basis for making this judgment. While not committed to
assisting the pewly created Tniversity of Gezira, an AZD-sronsored team
- will make an in-depth review of GOS plans to determine weaz:, if axy,
Tole exists for us. If construction costs can be kept dowr, and we can
kelp it cazry out its very strong ecoromic and social development obdjec-
tives, AID would contridbute doith directly and indirectily ic the tenanzs
along with others in the geographic area.

B. Guidelines for the South

AID is coumpelled by the logic of the Congressional Mgndate,
as well as Sudanese politics, to mount a progTam of some sigmilicance
in the South, With approximately 1/3 the populatior in tze Souik, the
GOS and the Regional Govermment believe roughly the same propertion
of the AID should be devoted to the Tegion, Given the political sensi-
tivities associated with the issue, we are prepared to prog-ax within
the guideline, The difficuliies in —esponding, hovever, camnoz de
overestimated, The needs are awesome, and the remoteness ¢! the Soutid
Tequizes that we approach the program quite differently frcz ke Norik,
There is virtually no disagreement that the regiaon's major constTaints
to growth, with or without equity consideratior, are an almos?
nonexistent isansporiaticn systex ard its poorly trained pepulation.
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Tne UN and other donors are repairing certain siretches of
the laterite Toad system that exiszed before the civil war, They tave
developed a kind of master plaz and provide a2 certain amoun: of tech=-
cicel assistance as well, In & few years' iime these projects will
link Juba with a few of the pearby towns and villages in the region.
There are no donors interesied yet, however, in reaching the moTe remote
populated areas. 4 review of the master road plan suggesss one cr iwo
sections of possible initerest to AID. One section now being szudied by
the Norwegians would upgzade what is pow a trail and connect the South
to 2 laterite all~weather road now under construction in Kezmya. Ve will
be discussing this study soon wiith the consultants to determine the
pumber of direct beneficiazies in the area, as well as the bhroader
economic benefits and costs. With no development budget azmé zo trained
stalf ithe Southern Minisizy of Public Works can copt=ibute alzost
nothing to any road project == a limitatiorn affecting ail projects in
the Souih, Lateriie roads, besides being essential, 2ddé less %o future
recurrent expexnditure budgets tharn other capital projects, a not incon-
sideradle matter. Anmy such project would Tequire a strong training
component along the lines used Dy other donors. It seems ligely at
least one road section will prove feasible and worthy of iID considera-
tion, Certainly the Sudanese would welcome an aliernziive io the rvad
through UGgenda, now their only all-weather connection tc the ouiside,
both on economic and political grounds, '

The regional governmeni also has inquired about ATD interest
in helping improve the river iransportation, At ope tize Tegular,
efficient, and cost—covering service was provided for passengers and
cargoes on the Nile from Juba, through the Sud, and up to Xosti and
beyond. The deterioration in the last twenty years hzs beer sc great
it now barely functions &t 211, Thus, the South is cut off froo the
natural mazket for iis agricultural surplus as well as Its Sudanese,
as opposed to Kenyan, souzce of supply.

Some capital would be requized in part in the form of barges
of minimal draf+, 4 small barge comstruction facility ir Juca, fizanced
and mun by Iniermediate Technology Asscciates, bas developed a cralt
which some believe to be the answer, Management, however, provabdbly is
the crucial pmissing ingredient, The Zegioral Goverumernt wiszes 0
capitalize a trapsportation corporztion using ithese barges aazi would
welcome AID support. The approach is fraught with problems dut is
worthy of further consideration,

Bundreds of thousands of Nilotic peoples living alaeg the
Rile, its tributaries, and in the Sud are totally dependezt Zpor the
Zrossly inadequate river itransport systex for goods a=d marketls. TR
experts will return in a matier of weeks from an extensive stay in
the Sud to Teview possible effects of the Jozglel lanal, about o de



constructed, and ito recommend coxrlemenzary develorment activities.

We will be 2eeting to discuss these recoamendations and will be pare
ticklarly interested in <their assessment of river tTzuspor: needs
through this labyrinth of waters. The possibility of bdenefiting these
exceedingly isolated persors, Tany of whom will never be servel economi-
cally by Toads, adds further rTeason %o seriously corsider ways in which
river transport can be improved,

Manpower development, like transportation, is & :=ying peed,
If anything, however, it is ever more difficult to gTaprle with, With
needs so great, a strong case can be made that govermment itself must
be sireagihened before anything significant can occur., Cthe-wise,
donors in eflect must function in lieu of the govermmen:, ané this &
what is happexning now to a great extexnt. There is nc izmediate alzer-
native if development activities on any scale are to ocsur, dut the
governmental capacity simply oust be increased for mediuve and long-temm
development to occur, not to mention the political implica=ions of the
failure cf ihe gove-:ment to respond to people's needs,

Tne UN has prouposed a training center iz Juba for a wide
variety of publi¢ servants. It would provide trainipng as wvell to
provincial ancé perhaps even local lavel officials responsitlie foz
working wiih local development councils. {The South quite wisely
plans to decentralize muck authority and responsibility to itze local
level and modernize the local self-help,) This praiect bears fust
considerziion, but cne wonders if there are not altermaiive approaches,
Rather tbzan one center, perhaps itraining opportunities at severzl loca-
tions should be considered, given distance, doerding probliems, ete,
Smaller more specialized centers might also be more easily a.-.::aged and
conceivably De more Tesponsive to actual job requirements, There
already exists a2 Multiple Training Center in Juba providing clierical
and vocational training to a very szall number of o.‘.‘i‘ac.a_s. Ouxr
proposed project at Yambio %o traiz agricultural extezsioz personnel
for the Ministry of Agzicultare is another example of vhat can aad
should be done, With UN help the governmeant has defined needs rather
vell by vavious employment categories. 4 multi-year in-gervice and
pre-service %iraining plan for the public sector is now needed, The
Southern Marzpower Project will help us address this probles iz
cooperation with the several TN tec..n.c.xm now working iz related
fields,

Pexhaps of equal priocrity to public sector trairniag is iae
need to sirengthen the primary educztion system, practically desizoyed
during the civil war, The Gover—mert seems to be inclineé towards
Telying on villagers building their own schools with local saterials
and the Govermment traizing a locally provided teu:ne-, a2 ipproacn

similar to the Primary Hezlih Care ’-’*og:a.m althoug= plans 2Te 1ot
yet fulily developed, we will be kelping In this process through the

e ———————— - ————




Summer Insiitute of Languages OPG by translating teachirg materials
ipto the vernmacular. Theres may well be 2 more importart rcle foxr AID
ip training of primasy ‘teachers anc we will be reviewing 4his matiler
further through the Southerm Manpower Development Project,

The bealth sector is one of the few areas which has & well
developed plan ready for outside support. The philosophy of the plan
is sound, maximizing local inputs and minimizing costs, 3By working
through the Africa Medical Research Foundation AID will make ar imporw
tant coptTibution over time to a most interssting Primary Bural Bealth
Progran,

The Regiomal Govermment has made It rather clear to USAID
that it will not be entirely pleased with 2 series of small techmizal
assistance projects. They look to us for at least cne project of
major size and importance. While the link to Kezxya would fall In ithis
category, the particuiar request was for support to a codern agzicui-
tural system as is common ir the North., With no roads, ané at most
orly small local merkets and no governmment capacity, we a~e very skep=
tical. The timing simply does not seexm right. However, tne world
Bank and OIM both have teams investiigating in effect this tasic propo~
sitior and we will bave the opportunity to discuss the matier with
them., We may wish to copsider infrastructure requirements lizmking
markets to productiornr.

The questicn of project size nevertheless is imporiant and
relates to concerms we have In carTying out projects in the South,
Even more than in the North, economics of scale are importent, 3Svery
project must be sell suffizient and self contained, zequiring prac=-
tically nothizg from the goverrment, boih because of govermment budget
limitation anéd the non-availability of any services and cocmodiilies
in the market, Adeministrative zosts and perscnnel will bde propor=
tionztely very high. BSHousing and furniture will Lave to be imported,
alorg with all vehicies and spa~e parts, office supplies anid equipe
ment, Warehousing and fuel storage facilities will be required, In
some instances, eleciTical generztors will be zeeded i suppest per-
sonnel in the South., OCpe-zting buigets must cover costs for fuel.

411 donors out of necessity operate along these _ines, dutl
small projects must be scrutinized carefully for their cost eflective=
nesg and their persornel intensiveness., i large mumber of small
projecis world require establishing a USAZD/S sub-office in Juba,
possibly with its own staffl and facilities., Such an approach would
be very cosily and require a copsiderable time to establish,

We therefore recommené using the TRIP logistic 2ad
agdpinisirziive support Jacilities tc the maximur externt pessible.




USLID/S bas wozked closely with the Tether extensive UN field s:afs
here 2nd in the Scutk., They aze quite willing tc provide the logise-
tical support to ous projects. We could hire ihis well Tin service
for our own otherwise independenily funded prcjects., wWe might alsc
want to consider supplementing their stafl at a later daste., In the
short -un we have no aliermative But to rely on the UN base support.

Anothez effective gpproach is to use PVO's when Teasidle.
They can recruit more effectively for the remote regions than many
contractors, and at less cost to AID, They can function with less
direct USAID/Embassy support and direct supervision. 4And, too, they
can coniTibute to the desig: of projectis, thereby reducing our time
and costs. AID need not lose its identity vis—a-vis such 3rojecis
if handied propexly,

While the overriding constraints o development = ine
South seex rather clear, we will be working in coming months on a
better understanding of the traasportation, mazpower, and ag=icultural
sectors as a framework for judging the several prcjects whoch emerge
for AID censideration,

In summary, the program in Sudan, both in the No=th and
South, focuses on soce of the most complex economie, socia., peliti-
cal, and technical problems imaginable, No one has provez models,
approaches or answers. A8 such, our progress will be slow and diffi-
cult, requiring flexivility to adjust to betier undersiocod conditions
as we proceed., Most importantly, AID should underiake such a progman
only if we are prepaved to commit ourselves for the long haul. The
Tisks are high at best and it will ‘ake years before the approach can
begin to pay off. The next several years here will test L D's coumite
ment to the Congressiozal Mandate perhaps as much as it will the
Sudanese concerns for its rural pooz,
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C. PFoture Assistance Levels

The following table summarizes various progran levals for the
1978-1982 period. In all years the high figures are the preferred
levels,

In FY 1978 all but the Development Assistance is fima, We
anticipate obligating funds for five projects (Abyei, Hlue Nils,
Southern Manpower, and Bural Health (Ro.g, and Agricultural Research)
in addition %o a small grant to IVS for a community devalomment pxoliect,
The $7.5 million figure assumes a centrally-funded OFG for <he African
Medical Research Foundation health project in the South, and less than
a million dollar obligation for the Agricultural Hesearch pruvject.
Depending upon final 3esign of three projects, a total of up %o $10
mi{llicn DA could be needed in FPY 78,

Given a "mark™ of $10 milljon DA in 1979 and a Title I prograa
at 1978 levels, the only new element would be a $5 millior Housing
Guarantee, BEssentially, we only would be adding second year funding to
the 1978 program. This program would ignore the finsncial problems
undermining Sudan's development, As such it wouid bring in%oc questlon
U.S5. political interests as the Sudanese would not consider it either
significant or responsive. The lower option, including a reduced Title I
program, and short funding of the 1978 DA projects probably would be read
as & policy shift by the U.S. to weaken U.S./Sudanese relat:ons, and would
e counter to our political objectives in Bagt Africa and the Middle East.
Neither the middle or low option vould permit us to be responsive to
demands of the regional government in the South for more assistance.

The high option in 1979 envisages a $15 million sector assisiance
progzan which, together with Tiile I/III and an EIG, would provide assist-
ance of about $45 million pertinent to the balance of paymerts crisis,
Even this figure is small in relation to the GOS problem, But it would
demonsirate U.S. concern, and snable us to encourage other LoDOT SUppoeTs
ag vell, Given likely Dl funding consirainis for the 3uswacr nex?t year,
ve would forego essentially all new technical assistance stgerts ir 1979
to accommodate this sector assiztance., This means posiponirg a Gezim
Tniversity project matil 1980, for example. We would have ‘o degin
another project in the Socuth, however, to maintain the necessary regiomal
balance to our program. (me of several —ural roads appears to be the
most atiractive project at this point,

Again, accepting the "ma~k" of $13 million DA ané constant
PL-LB80 levels as the middle opiion in FY 1980 would permit cnly one o
two new projects in 198C, inciuding Gezira University. EHaviag had no
new stasts in 1979 makes this program barely creditable, ané rrovides
the wrong kind of political signals, igoering as it does the [iInmancial
erigis likely %o continue for several years,




The lower optiom in 1980 is tantamount to a U.S., AID
withdrawal from the Sudan. It would only continmue funding the projects
begun in FY 1978 along with a reduced Title I program.

Our preferted level is the high option. Giver Presidential
guidance on future economic assistance levels, we would increase
sector assistance to at least $20 million in 1980 and combine it with
a Title I program of perhaps $25 to $30 million for a total of $LS
to $50 million in balance of payments type assistance. The proceeds
froe these programs as in earlier years would be earmarked to protect
AID-gupported, and other activities in the rural areas, likely io suf.
fer as the Sudanese are forced to curtail their development efforts,
This progzam also enables us *o continue the dialogue witk cther domors
begun in 1979, and furiher demonstrates TU,S. commitment tc the moderat-
ing influences of the Sudarese on African and Middle Easterr alfairs,

In 1981 and 1982 the middle option would permit an expanded
tachnical assistance progTam, but it would come toc late to be politi-
cally useful. Without Title I/III and sector assistance prcceeds,
there also is a guestion whether the GOS could support the expanded
program, Our fajlure to expand in the Scuth would bring the U,.S5, izto
conflict with the regional government, and possidly complicate our Tela-
tions with the Central Government as well, We would atiempt tc solve
this difficulty by programming Title I generated local curTencies for
the South,

After three years of holding action the higher figures for the
low option in 1981 and 1982 have little meaning, It is doubtful that
we would gain enough politically at that point t0 warrant any increases
at all. Our option would be to phase out or make a truly sisnifizant
contribution to recoup ouxr losses,

The high option clearly is preferable as it continunes our
useful role visea-vis the financial problem, permiis a gradual expan—
sion of techmical asgistance to priority areas, and provides the
necessary locel currencies to assure that the progzam car coatinue,

By the end of the five-year period, the worst of the finaneial crisis
should be over and assistance levels could begin %o decline with little
implication for our political interesis in Sudan.
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ANFEX I
PAST OVZRALL LEVELOPMENT EXFESIENCE

it the macro level Sudan's overall econamic perfo-mance since
ipndependence has been Teasonadly good., No reliable nations) accounts
exist, bul ithe evidence suggestis real GIP incressed about L% - 5%
{rom the mid-1950's to the eaxly 1970's, with poprlation growing at
scmething over 2% annually. Agriculture particulaczly has iniected
a dynamic, if geographically unbalanced element of growth, achieving
Yearly iIncreases in output in the order of S¥. This sector dozinates
the economy contributing as it does peazly 50% of the GIP, 95% of
exports, 50X of the governmert revenue, and income and employmer: for
the majority of the population., Sexvices and trade alsc loom lavge
in the patiocnal accounts with manufacturing and mining reprasseztizg
about 10% of GIP.

TAELE 1

Composition of GDP by Beonomic Sectors
1955/56 - 1973/74

{Perceantages)
Sector 1955/56 1973/7k*
GIP, Factor Cost (Ls. Million) 284,.2 698,6
Agriculture, Livestock, Forestry and Pishing 61.0 38.2
Mining, Mamufacturing and Sandiczafts L.S 8.3
Eleciricity and Water L.5 2.7
Construction 5.7 L.l
Commerce and Hotlels 6.0 16,6
Transport and Comunications 7.5 8.1
Pinance, Insurance, Zeal Zstate, etc, 3.7 6.k
Govermman: Services 6.7 14,5
Others O.4 1.1
Total ©100.0 100,0

# Provisional Flgures

In the eaxly 1960's the balance of trade snowed large daficits,
declining gradually %o the eaxly 1970's.




TLRLE 2
ESTIMATED BALANCE OF PAYMENTS (1S. MILLION)

1969/70 1571/72 1973/7h 197L/TS

I. cmT ‘cwm - !.E “22.2 - E-E .16 .7

1. ZExports, f.o.b. 99.0 10L.5 12 b 15u.6

Cotton 59.5 S6.L 73.8 61.6

Othexs 39.5 48.1 65,0 93.0

2. Impor+s, e.i.f. 90.7 120.54 14¢.6 283.k

Govermment 25.7 36.3 LE.1 1:0.6

Others 65,0 8L.1 101.5 142.8

3. Secvices, net 12,2  «13.3 =227 =3%.9

B”Eipts 12.9 16.11 1708 63.8

Payments 25.1 29.7 .5 28.9

II. OFFICIAL CAPITAL 6.0 L9 27.2 13h.1

Drawings 13.1 20,1 31.5 169.7

Bepayments -7.1 =15.,2 -2L.5 =35.6

111, HNET EBROBS & CMISSIONS 2.7 3.1 -12.0 -11.7
INCITUDING MISC, CAPITAL ‘

MOVEMENTS -

IV. BALANCE OF PAYMENTS IEPICIT/ L,8 -21,2 =15.2 Z=:1.3
STEFLUS )
ul.3

V. MONETARY MOVEMENTS -5.8 2.2 15.2

Source: Bank ¢f Sudan

The volume of imports, stagnant in the 1960/67 period, has been
rising slightly more rapidly than exporis, and there has beer a 2% anoual
deterioraticn in the tezms of trade from 1960 to the early 1970's. There
bas been izprovement in the ratio of capital and intermediate goods
imports io toial imporis, largely due to effoxis 4o improve the trans-
port sector., Consumer items r“epresented well over 60% of the import
bill in the laie 1960's but are now less than LOX. Since 1572 however
the payment position has deteriorated zackedly, ithreaztening overall
develonmenial effoxts,




Governmeni~financed activities expanded very =apidly duzizg the
past two decades, appr ing 11% a yeeT. Revepue-raisicg perfo=mance
too was impressive with anpual increase of about 9%, The tax siruciure
however tends to be regressive in its effect, Telrying heavily on various
import duties and taxes on agricultural exports. These latiter taxes in
effect fall upon the tenant and probably act as 2 disincentive to moTe
rapid growih in this sector, Most cbservers bdelieve the tax structure
and conitrolled FX rates favor the commercial/industrial sectors o the
detriment of agriculture, They favor, as well, capital intensive
activities at the expense of employment and import subsiitotiorn Tather
*han exporting,

TAELE 3
PUBLIC SECTOR FINANCE (1S. MILLION)

1955/56  1965/66 1973/

Central Govermment Recurreni Revenue L2.3 75.2 208.5
Recurrent Expenditure 32.1 TLh.3 189.6
Surplus 10.2 0.9 19.5
Local Government Deficit —_— =0.3 -22.6
Public &:“uex‘prise Su:'plns 12.9 300 9.6
Development Expenditure 1.k 32.2 h.9
Overall Deficit/Surplns +11.7 -26.6 «35.0
Financed:

by extermal sources a/a 17.5 32,0

by intermal socuzces n/a 11.1 3.0

As shown abdove, deficits at the provincial level ‘o0 aze riging
rapidly, adding to the domesiic debt buxden. These local celicits
tend to be proporticnately larger in the more wealitby provinces,

While developmental expenditures about equaled centTal government
recu=Ten: expenditure in 1963, as Sudan undestock a ncmber of large
investment schemes, ihey fell gradually %o about 2C% in the eaxzly 197C's



reflecting the use of budget Tesources for secuzity and public services,
the iatter latgely in usban areas, Investment in the modern agTicrlture
has been proportionately very high. Acreage under irTigastion almost
tripled since independence, now totaling about four millicr acres, pri-
marily along tbe Gezira, Jlue Nile and White Nile Provinces., Large
mechanized farming schemes located ip the rainfed areezs of Kassala and
Blue Nile Provinces account for pechaps another four millicn acres.
(Only about two-thirds of the above is cuiiivated in any ore year. )

Together they have created employment for perhaps 1,000,000
seascpnal agricultural workers,abount 150,000 to 200,000 tenants and
their families who moved out of the traditiomal ag~icultuzzl secior,
Significant numbers of the poor majority therefore have berefitted from
these efforis,

Industrialization largely ag-iculturally related is =til}
relatively limited., It has occurred primarily through the cTeaticn of
public corporations which account f{or about half the ‘otal employment
(nearly all the unior members) in this sector. Unfortucately, these
corporations are not efficiently operated and have coniriduted muck
less than optimally to Sudan's development, Attempis %o achieve 2 more
balanced geographic ipdustrial growih, however desirable or equity
grounds, has had limited success. Iocations were not alvays well
selected, with plarnts considerable distance from ever domestic ma~ikets,
The transporiation system is still too rudimentary to suppert some of
the sugar reflineries and textile related projects, ez, Cemstruction
costs bhave risen rapidly and there is a real risk that public cozpora-
tion losses will further siTain the government budget and ciscouzage
Private sector activity.

In general then, Sudan's record in managing the econcmy has been
mixed, Its overall growtih was respectable, particularly ccnsidering
the peolitical sirife, 4s shown in Table I, improvemertis occus=ed in
population per physician, ousse, and hospital beds, as did birth and
death rates., Primary school ratios, too, increased importanily and
would have been ever betier had it not been for the closure of schools
in the South for alnosgt twenty yeara, While goverzment services were
biased in favor of the uzban aeas, many traditional faxmers did share
in the frrits of agriculiural development through altercative employ-
ment opportunities and impzoved access to education and heaith
facilities, VWith unemploymert now at negligible levels, significant
mumbers of the urban poor also found jobs., The experiment with socialism
proved very costly in the short ruz, but valuable lessons were learmed,
not likely %0 be forgotten. Problems are apprcached quite progam-
matically and the Sudanese now seem prepared to face up o theixr cuzTent
{inancial erisis,

# Mhe total area under cultivatiorn approximates 15 million acres,



ANNEX II

EQUITY/GROWTE STRATEGY iND ITS CONSTRAINTS

Since overt unemployment in Sudarn is negligible, the thrust of a
strategy balancing growth and equity ie not 8¢ much %0 increase the
oumber 2s {0 increase the productivity of the labor force oz an equi-
table basis. Sowme sections of the commnity, particularly in the
South, do not readily find exmployment but by and large those who seek
work can find it. Some redisiwibuiion of income ihTough the fiscal
gysiem can bring direct benefits through improved bealth and educa-
tional facilities, but its main purpose would be to provide public
gervices that give low income producers the opportunity <o improve
the economic performance. Movement towards these goals cou.d be
financed primarily by taxes collected from the modern sector as well
as by exiermal donor assistance. With much uncultivated land oper tc
all comers, export markets for agricultural suspluses, and _a-ge polen-
tial inflows of capital, Sudan ezjoys favorable medium %o lang tex
developmental prospects,

I. Agriculture

dzziculture wvill coptinne as the dominant sector in the Sudan for
several decades, Soume observers estimate as much as 200 million acres
of arable land is available in contrast %o 15 gpillion acres now in
crops., While the estimete may de opitimistic, all ag-ee mumck usable
land is available.

Onlike other couniries in Africa, about one-thixd of ercpped land
is in the modern subsector, a figure that will gradually >rise in yeass
to come. It offers comnsiderable potential over time to expané expecis,
thereby improving the balance of payment situation, and o generaie
revenues for development in general,

4, Izzigation

Sudan has about five billion 143 of Bile wvaters ancrally still
available for irrigaticn purposes and another two billicen »’ expected
as 1ts share from the Jonglei Canal, There will be ample watex for
those projects currently underway, and of oourse ithey should de coo-
pleted., They require, however, lazge public sector invesiment wiil a
very high imported commodity componert. The net improvement in the
balance of paymeni per unit of invesiment therefcre is less itbaxn in
szinfed schemes. XFuvrther, subsiantial ipsreases in ocutpul f-om existe
ing schemes are possible through improved managerial and agziculvuzal
practice, Yields are generally low with some evidence tnat they xay
be declinirg. Absentee temant/landloxdism too i1s quite ccmmon, tTizg-
ing into question ceriain social objectives of these schexes. Most




-observers recommend concenirating or improved administration, some
coanges in agricnltural praciices, and a gradual reduction ir investe
meat in nev projects. Management overhead is very high ané decisiops
tend $o be too centralized. These policy changes couid permit the
reduction of average holdings from 15 acTes to perhaps ten acTes or 80,
thereby benefitting a g-eater number of new tenans,

Pricing policies tooc should be changed. 411 costs to the
tenant tend to be allocated to the cotion crop, thus greatly disiort-
ing the allocation of inputs and incentives, 4 cost systez and
Tevenue systex that make both management and tenant responsive to
financial returz oz all crops is badly needed.

B, Mecharized Rainfed Agzicul ture

About four million acres are included ir various mechanized
Tainfed schemes, Most boldings are 1,000 acres or more. Since
mechanized farming is a relatively cheap and easy way of increasing
grain and oil seeds, there are apbitious plans for its expansion,
Large areas of rainfed land are too heavy to work by hand and must de
farmed with equipment., However, there are a mumber of problems to be
solved, A more effective personal income tax sirncture is needed
vis=a-vis these landhclders, and land rent iz very low, Po—tker,
bettier opportunities could be created for individuals on cooperatives
to rent farms at about 100 acres, Of great concern also is the evi-
dence that productivity is declining for the most important crops.
The yields for dura, for example, on these schemes on the average is
less than for the country as a whole, including the traditional sector.
The lapnd tenure sysiem encourages scil mining as the tepanz khas
insufficient long term cocmitment to the land.

Contirued expansion of these schemes undoubtedly is wvazTanted,
but these problems must be examined and addressed. Sudar probadly
should ~ely to the maximum exient possible on the private sector Jor
this stbsector, It would pemmit the alliocation of scarce public sec-
tor resouszces <o other areas and all the evidence suggesss ~he private
schemes a~e betiler managed,

Wnile 4‘Taditional berding is decliring as modern faming
expands, the well intended plans for modern Tanches are open 0 ques-
tion. Ir 2zany areas this potential cannot de realized uniil the
tsetse fly is coniTolled. ZIlsevhere pastures a~e not suitatle for
moderr ranches, Year-round carrying capacity is lowv and cost of
fencing and water development wouli make them very expensive, Then
there may be a possibility of integraiting traditiopal livestock with
mechanized —ainfed ag-iculteure by using the Tesidue I>cm ihese schezes
for fodder,



Improvement ir transportation, of ell modes, is & precondition
o contipueé gzrowth of all these schemes.

C. Traditional Farmping

Mechanized rairfed agriculture creates a small mumber of high
income earners ipe:haps $5,000/year) while irrigation produces middle
income tenanis ($3,000/year)}. Cleacly both will attract fa~mers from
the traditional sector, even at the zmchk lover migrant vage scale,
Bovever, even with the expected expansion of the moderr agricul ture
sector, it cannoct provide employment for even the normal raite of increse
of the rural population. Some 250,000 new jobs a year wourld be Tequived,
On equity, as well as developmenial grounds, a case ca= de nade lor
increased attention %o the needs of the traditional farmers,

Sample data indicate the rate of Teturn on traditional
agziculture and livestock car be quite high - 12% and moze, Direct
invesiment requirements are low although considerable socia’ ané econo-
mic overhead capital would be needed. Expenses for managerial stafl
however will be less than ip irrigated schemes.

The government will have to reorient iis public services (e.g.,
agriculture Tesearch, exitension, credit, training, eic,) towards the
long neglecied subsistence cultivation and livestock producers to overe
come the waste of human resourzes represented by these low _evels of
productivity. There alsc will bave to be physical infrastruciure,
particularly secondary and feeder roads to local mavkets and the mail-
road stops. The local councils and self-nelp measures shou.d be used

to the mzrimum exient possible,

4 prograz of applied research is essential to ident:{y the few
essentiazl improvements and inputs needed. This will require additional
stations and substations because cf the varying ecological conditions.
Because of the rather wide range of food and cash creps, tight priczi-
ties should be set and research organized on a systems approack, The
new package is likely %o include improved agriculitural and livesiock
practices and provisior of inputs and crediis,

An extension system of some sort must be created in these
renote areas as an integral patt of the developmental process., A
relatively small mumber of extension officers will be needec at fizss,
not so zush to teach but to learn {rom the fazmer and leed tack izfor-
mation to the reseazch efforts. As Tesearch resultis prove practiical,
the extersicn role will change and expand,

Credit and other inpuis f=om the public ard privaite sector
increasingly will be required, and it will take mary years o develop



the ins{itutional presence necessa.:'y. Govermmental efforxt will be
important in the process, but it should rely on private enita=prise

as well as *espond to the growing oppoxtunities, One would expect
farmer cooperatives 1o play a particulacly important role iz the suoply
and distribuiion of goods and services, including credit.

Addminigtration of these services should be decentra’ . ized to the
provincial and local level to make them as responsive as possidble to
local needs and to maximize local participation and resocuszces. The
GCS has moved a considerable distance in this direction.

With development along these lineg, some expec-tis be_ieve ihe
goovth rate of agriculiure could rise %o L¥ - T% a year by =ne mide
1980's, Equally important, agTiculturzl exporss could increage by
8% to 10% a year., Development of traditional agriculicre w21l not
cost as much in public funds as other types of agriculture, dul iz
will take a long itime for the full effects to materialize, A start
must be made nov if the inequities of the dual system are to de
remedied,

II., Eole of Industrialization

Despite past difficultiies, the groundwork for further indusiri-
alization has been accomplished and coampares favoradbly wiith other
countries at a similar stage of development. There is good reason
to believe that the processing of agricultural products offers sound
industrial prospects, e.g., textiles, sugar, and edible oils. 4
cement capacity, too, must be expanded to eliminate current shortages
and delays in capital projects. A number of changes are needed to
Eive greater freedom to this sector, The current import tax and pric-
ing structure very much favor the commercial sector as against the
mascfaciusing sector, On the other hand, most experts believe the
entire tax and pnc..ng structuse is biased in favor of indusiTy at
the expense of agriculture and that protective measures should be
reduced and applied only in the case of gemuirey infant indusiTies which
can be expectied to be viadble in time. Measures along these lines could
lecsen the need for various licensing and other specific contTols wvhich
intexfere with efficient operation.

Efforts to improve the operatiop of p'uhl ¢ sector indusiTy a~e
badly needed, Top managemernt is assigned wiik little regazc to
experience. There is gross oversiaffing with little persoxmel conirol
by plant managers. Some of these operations could in time tuwI= a pro-
£i4, and %there is a possidility the gover—ment will turz these over o

private hands, O<hers probably will be a drain of public fmméds for
years %o come,



Geographic industrial disbursemezt is a legitimate ot jective,
particularly on equity grounds, Zowever, decisions snouléd not be
made, as iz the past, withou: adegua‘e consideration of the fimanecial
implications of site selection. Many projects were excessively cosily,
to the detriment of other developmental objectives and the »ecduction
of pudlic sector savings that would have Deen availatle oiberwise for
Tural developmeni purposes,

I1I, Transpoztation

dny strategy for growth and employment depends in lacge measure
upon developments in the field of +tramsport, rail, highway and =iver,
Studies have been conducted laying out a geneTally accepied basis for
investment decisions, Large sums of financing will be neecded, however,

The operational efficiency of the rallway must be improved., Tris
will require betier management as well 2s investment in scme doudle
tracking and rolling stock, The country is very dependent upor the
Pox% Sudan-Kharioun route which has had serious difficulties in recent
years,

More than half of the investment for the transporiation sector is
proposed for road building, Trunk roads, feeder roads, paved and
unpaved, will bring subsistence farmers into contact with pavkets,
facilitate migration and goverpment effort to provide service, Sud-
gtantial increases in livestock produciion canpot be achieved without
links to Kbartoum and beyond.

Izprovement in the river transport system toc would greatly
benefit the Scuth. Some additional invesiment would be Tecuired but
largely it is a question of management, Air service too, particulacly
within the couniry, should be strengthened, agair only partially
through the purchase of additional aircraft. 4And fipally, the proposed
new port at Suakin is a sensible project in conjumetion with the rail-
way project and the completion of the highway from Khaztoum to the Red
Sea,

IV. Edncation

Sudan bas made impressive progress in the field of education
since independence but fu-ther improvement will be necessasy ic meet
the challenge of coming decades. The curTiculum, the exam:-nati
system, and the attitude of teachers clearly have implied that ithe
centTal function of primary schocling has beer to prepare students for
higher education, thzough a sysiem of rote memorization., e ~esult
wvas an upwarTé thrust which subordinates the wvhoie sysiex to the inter=
ests of a small minority and neglecis the vast majority wzo baTely
complete the cycle,




. ¥hile past efforts to change the syster have been resisted, the
GOS apparently bhas wisely decided azain to attempt to Tevamp the
PTizaTy level cuTriculum witk a progTar to be termiznal for zost stu-
dents, It would inelunde liteTacy, numeracy, nationzl comsciouszess,
and some familiazisy with local enviroraen:, The primary progran
wonld be foilowed by pre-vocatiomal trzining for those who wisk o
attend, No fees would be charged, and promction protadly will be auto-
matic, The plaz calls for 2 large mumber of opne %o “wo-teacher sctocls
scattered more widely rather  than the seven to eight—teacher schools
ir laxger towns, These latter changes vill also reduce boarding costs
borae by the government, A major teacher reeducation effort will de
required %o car~y out this program,

Discussion of changes a2t the secondary level also is undervay,
It might result in & somewhat scaled down systenm wiibh less empbasis on
the requirements for passing to the tertiary level, Vocatispal training
at this level fails to meet the needs of the exployee. Cne would hope
an informal fraining systex would be established providing shert texs
{Taining closely linked {0 local reguirements, 3o0th the Minisiry of
Youth and Sports and the Ministry of Education have pragzans that aze
beginning to move in this direction, The Six-Year Plan alstc calls for
a number of rathe> large technical training institutes iz various paris
of the couniry. Every effort must be made to assure this very costly
training is practical and truly related to the requirements of ithe job
warket,

There is some disagTeement among ocutside cobservers concerning
Sudanese higher education policy. The Universiiy of Dhavtiouwm with its
long tradition has served the Sudan very well in the past and some
argue that it can satisfy future needs for some time to come, Others,
certainly the Sudanese, believe the rapidly growing dérain of acadexi-
cally prepared persons o other Arab states forces the govercaent 20
expend the higher education system, A recent study by the Intermational
Institute for Education supports the Sudanese position of spening a nev
university this year at Juba, in the south, and the University of Geziza
in the center of Sudan's agricultural heartland.

Certainly, the philosophy of these nev institutions caz be cocmended,
gea>ed as they are to the U,S. land Grant approach %o the problems of the
two >egions being served. I capital costis can be kept t¢ a nmipizum they
have the opportumity %o serve Sudan’s overall developmentil beeds peThaps
better than the University of Kbartoum with its rather rigid Suropean
approach to higher education.

The costs of these programs will bde zoeat, To a great extent
however, improved efficiency, higher student/teacher ratios, reducing
the nuaber of doarding schools, charging some fees vhere they continue,




and reducing the number of dropouts will Tesul? in some savings and
g-eater effectiveness. The education system has a major Tole ¢ jplay
ané these kinds of proposals cap go far ir giving the masses an
equitable share in the benefiis of development.

vo Eealth

With endexic malaria, ‘uberculosis and bilhaxrzia, and vasi
gastroncmic and mutritional problems, Sudan faces enormous tasks in
the health sector, even though its ratio of doctors and other siatis-
tical evidence of facilities ranks high by African standaxds.

The government places highest priority to its anti-malaria progar.
ipn eradication program will not be possidble for yea=s to come but ithere
is hope to redunce the incidence in rural areas througzh spraying and
other measures, 3Benefit—cost data suggest sunch an expepditure is
Justified on economic as well as sccizl grounds,

Mz jor empbasis also will be given io extending the pripary health
care programs to rural areas, 4in excellent plan has been prepaTed
with W20 assistance and it is already being implemented ir scme regions,
Nine months training is provided to locally selected health care vorkers,
who then return to their village or nomadic group with supplies. Sudan
is one of the few couniTies seriously moving forwazd with this approach,
8o highly recommended by the developmental community, ts experience
may provide a rezl test of an approach useful to other countiries,

The primary healih care program will provide preventive care,
including inoculations, curative care, and Teferrals to the dispensacy
which will serve a gzoup of the PHCU's. 4lso the program will engage
in promotional activities relating to the ecvirorment, sazitation, and
nutrition, an area where much improvement is possidble witk litile in
the way of new foods, -

Pinancing this program seems feasidble since it accounts for only
about a quarter of the TecurTent expenditures projected for heaitkh by
the Govermment.

¥I. Z%abor and Mampower Consideration

With the increased flov of Sudanese to other parts of' the ATad
world there is growing evidence of labor shortages. It has aflected
professionals, skilled and semi-skilled most noticeably, and shortages
of migrant agriculture workers %00 aTe reported.




The pudblic sector appears to be pariicuiarly affected. Or ihe one
band both civil service and public cozporations are losing personnel,
but the tight govertment situaticn makes it very diffisuit for tae &CS
$0 raise pay scales. The rapid inflation of the past few years adds %o
the current pooblem, with a number of sirikes underway or t‘t-eatened.
Scanty evidence suggests low income anéd some goverctmen® saiaTies zave
not kept pace with inflation,

Urben sector employment is dominated by the govermment, botk in
numbers and its influence on wage scales, It has tended tc gua~aniee
university and secondary school graduates a job, & practiice ®effbeially"
halted, FHowever, 2 thorough review of the hiring and prumction prac-
tices of the civil sexvice and public enterprises is long cvexdéue., The
workings of the private sector labor market are not as well uxnderstood,
They are closely tied to small fagmily-runm operations., Undoe weight
seems to bYe given %o academic prepavation evexn for unskilled woTkers
iz tris sector,

Like other Arab countries, Sudan has been unsuccessfzi iz adjusting
local wages to the rising foreign demand, BRestrainirng the aigmatioz of
those seeking higher wages is a difficult political prodlez, Scme per-
sons argue for a more rapid mechanization of the agziculture secicr on
the Zrounds of labor shortage. Whether or not =lightly higher vages
would attract sufficient numbers from the itxgditional secior witk some
time lag Temains to be tested, It is an issue with very important
equity considerations,

Pew Sudanese plan to stay abroad for a career. O(me would hope
the return flow would show a maviked increase in a fewv years, If nect,
the Government will face a very difficult choice between slower
development and the political repercussion of restirictirng oul-migration.
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Suoch a new program could concentratle on increasing small-farmer
production and income and creating jobs for the rura: poor. Llhe
ultinate shape of any new progiun musi eme:ge, however, from a
review of the needs and priorities cstablished by the new lndian
Government. The commitiee is hopeful that it will be possible to
find substantial areas of agreement between the United States and
India with respect to these needs and priorities, and that the United
States will be able (o reestablish a fruitful and cooperstive develop-
ment relationship with one of the few countiies moving from a sup-
pression of political liberty toward democratic freedoms - - -

r'\"ith respect to the Svdan, the commitiee added a total of $5 million

to the anthorization in this bill, of which $2 mnillion is for food and nu-
trition. The increase was recominended in order to support s special
aid progzram that sttempts to indicate clearly what the “new direc-
tions” development aid policy {outlined in sections 102(c) and 102(d)
and in other sections of chapter 1 of part I of the Foreign Assistance
Act) means in operational terme The idea behind this proposal is that
this program for the Sudan can, if successfully implemented, serve asa
zeneral model that might be adaptable to ;ural development programs
n many other places. - .

The amendment reflects the need to deal with the processes and
structures that cause and sustain poverty, rather than simply 1
the symptoms of poverty. What is required is an overal} development
strategy that sceks not just to improve the physical means of produc-
tion at the Jocal level, but also to increase the frrmer's incentive to
produce and his or her ability to trade or sell surplus producticn

_advantageously. .

This proposed fiscal year 1978 program for Sudan is aimed at im-
proving the quality of life and the income of people in the poor rural
areas of the west and the south, The program seeks to help create rela-
tively self-sulicient regional economies through the integration of
four activities: (1) antidesertification measures, incJuding estabiish-
ment of permanent land tenure where appropriate; (2) region-by-
region reconstitution of credit and marketing systems on the
cooperative efforts of producers, government authorities, and others;
(3) improvement in agricultural information systems for traditional
agricultore, with emphasis on participation by small farmers and
others aflected and on appropriate technology ; and (4) improvement
in the Jocal health environment. '

Ideally, the program would include support of local Jight indus-
try to produce technologiczlly appropriate tools ar other goods, to
provide local employment in slack seasons, to slow current massive
magrations, and to provide the kind of consumer zoads that encourage
farm families to raise their income by producing more.. |

The economic result of these actirities, taken together, would be
the creation of a3 surplus that (net of the amount taken by the
government In taxes) could be invested back into the resion by the
prodnesrs. Jeading to a continuing process of economie growth in the
region. Without changes of this sort current patterns of cconomic
activity will continue to drain any surplus out of the region and to im-
poverish jts people. .

-3 O-TT=4q
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:  Contingent on further discussions between AID and the Govern-
ment of Sudan, the present $5-$10 million prcliminary ATD pro-
- posa} for fiscal year 1978 may be increased, with funds to be allocated

.- among four project areas, each to be carried out in the usual collabors-

- tive fashion with the Government of _ Sudan. The four areas would

" (1) Improving the relationship betwesn the people and their re-
source and environmental base, with particnlar attention to the gov-
ernment’s antidesertification plan; R

(2) Studying the tots! marketing environment and technolosical
base of the traditional sector and developing programs and allocating
resources to sapport. more equitable credit and marketing structures.
secure land tenure, appropriately adapted technologies, and new }ocal
light industry; - . .- ’

(3) Improving agricultural informatior systems for the traditional
farm sector, with special emphasis on appropriate technologies and
on improving the links among small farmers, extension efforts, and
research activities; and .

(4) Undertaking primarv health care n-ograms in the two regions.
with emphasis on trining local paramedicals and on systems analysis
~¥ 1he Incal health situation. .

Because incrensed prodnction and a better quality of life in maral
areas cannot be achieved withont the producers. as willing partici-
pants. reaping an eanitahle measure of the rewards of production, the
secnnd area noted above is of primarv Iinpartance. Therefore, absence
of sigmificant progress in this area will mean that the purpose of this
amendment will not have been fulfilled. :

All activities should stress involvement and trainina of Jocal peo-
ple who will remain in the region and who will be the most appropri-
ate teachers of succeeding generstions. In addition, a mintinum of
outside resonrees should be used in any act.vity, so tbat kabits of self-
sufficiency are fostcred and the activity is carried on even when exter-
nal aid ceases. o :

Since this proposed program for the Sudan is intended as an exam-
ple of what might be done to give operational meaning to the “new
directions”, the committee will expect infornation on the status of this
program to be included in congressional -resentation materials for

. development assistance each year during implementation of the

rogram.
Section 103—Renewable Fnerny Sonrces for Rural Areas

This section earmarks $10 million of the funds provided for agri-
culture and mral development in section 105 of the Foreion Assistance
Act for programs in research, development, and use of small-scale, de-
centralized, renewsable enerpy sources for rural areas of Jess developed
_countries. These programs should not be undertaken apart from over-
all rural development efforts, but should be designed and implemented
as an integral part of such eflorts. ' S

There is little qnestion that some form of energy is needed for rural
development—for agricnlture, for rmra) industry, for health and per-
sonal comfort, for cooking. in short for the multitnde of uses that can
enhance both prodnction and the quality of -ural life. In some parts of
the developing vworld, electricity can be extended to mral areas not
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h. A stratepy for Apriculture: Summary

21, We have outlined the nature of the agricultural sector and the

major developmental issues in the different modes of production which would
require the attention of the government in the next decade and the policies
and programs required to deal with them. 19/ 1In this section we draw together
the main elements of the overall strategy that the Mission has proposed, aad
describe the potential of the strategy in terms of the perspective for growth,
employment and equity.

2. In designing a strategy for the agricultural sector, the first
consideration is that, a dvonaric modern agricultural notwithstanding, most
Sudanese find their living in traditional agriculture and livestock, which
is ctharacterized by low productivity and incomes, with little or 10 access
to inputs which could change this in the near future. 1In additiona they have
very inadequate access--or none at all--to markets, educational aad health
services, etc. (n the other hand, traditional sector has shown remarkable l

19/ The discussions on traditional agriculture did not explicitly mention
the problems and prospects of the livestock sector. The argumeats
for supporting the development of traditional farming apply equally
to the livestock sector, Specific recommendations on policies and
programs are dealt with in Technical Paper No. 1, "Animal Husbandry:
Migratory and Sedentary Populatioms.”
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buoyancy once production oppertunities present themselves. In these circum=
stances, the first priority is to develop traditional agriculzure. This
requires, first of all, the coomitment of considerable public resources

for geographically dispersed adaptive rescarch. Secondly, transport and
communication, q;edif“ne:uogks. improved health services, education and
training are all necessary to improve the productivity of those in the tra-
ditional rural economy, and to allow them to participate more fully in the
development process., Since all this will take time, it {s necessary to lay
the foundations immediately for traditional sector improvements along the
lines indicated above so.that a rapid modernization on a country-wide basis
can be effected in subsequent decades.

23. While thesc tasks are being undertaken, the opportunity exists

to greatiyv {ncrease output irn the modern sector. Indeed, in the coming
decade most of the agricultural growth would have to come from the nmodern
sector. Within this secter, first priority on efficiency grounds is the
expansion of mechanized farming. Here adequate price incentives and creditg
facilities will be important in continuing to attragt private Sudanese and -’
foreign investors. And, as long as mechanization remains selective, the
increasced labor demand for harvesting and weeding would direct purchasing
power to the traditional sector inhabitants through employment opportunities,

24. ' Irrigared agriculture, too has a central role to play in increasing
agricultural output. Priority, however, should be given to the increasing
yields on existing irrigated lands, especially after the exparsion plans of
the next five years are implemented. In other werds, given the very high
capltal--~intensive nature of such projects and their heavy lmport content
(making them low net foreign exchange earners), for the 1980°s, irrigation
expansion should be accorded a2 lower pricority compared to investmernt in other
types of agriculture, particularly yicld-increasing efforts in existing irri-
gated tands, Finally any decisién, on the mechanization of agricultural
operations within irrigation schemes should consider its effect on migrant
tabdr incomes, which has hitherto been an important mechanism for shifting

" income from high income irrigatin to low income rural workers.

25. If the strategy outlined here is adhered to, and provided pelicies
and programs along the lines suggested by the Mission to deal with the issues
raised in the previous sections are adopted, the growth rate of agricultural
output could rise to 6 to 7 percent in the early 1980°s. Equally important,
agriculrural exports could increase by 8 to 10 percent per year. Thirdly,
over 100,000 full-time jobs might be created over the next decade. In addi-
tion there could be created a large amount of additional seasonal jobs, say
halt-a-million people, depending on cropping patterns and mechanization. And,
{inally, the programs aimed direcetly at the traditional sector will benelit
about 5 percent of the rural population.,
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26. For these gains to materialize, govermmental actions and
policies bevond those sugpested so far would be needed. 1In particular,
fiscal, pricing and trade policics which facilitate a more efficient
allocation of resources, and incentive system comsistent with growth
strategy based largely on agricultural production and exports would be
required. Thesec issues are considered in Section IV, Secondly, all
developments in agriculture, as well as other sectors of the etconomy,
require a considerably expanded investment program. Therefore, the
performance of public and private savings must improve dramatically if
the strategy is to enjoy a considerable chance of success. The tole

of the Government in resource mobiliization is considered in Section V.
Finally, there is a need for large scale investment to remove one cf the
major bottlenecks to economic growth in Sudan--the lack of adequate and
efficient transportation systeam. In particular, there is the need o
balance the transport requirements in the central and eastern parts of
the country, where a major segment of the agricultural and industrizl
development program will continue to be concentrated, and the desire to
provide better links between these parts of the Western and Southern
repions, For the next ten-year period, the Mission feels that the broad
strategy of transport in Sudan should include the following: 20/

(a) strengthening, through the construction of supplementarcy
facilities, the transpeort network between the country’s
main port and the hub of agricultural and industrial
activicies ion the central and e¢astern parts;

(b) improving the efficiency of railway operations so that
existing capacity is better used;

(¢) effecring improvments in trunk roads and river navigation
so a to facilitate the economic integration of the Southern
and Western provinces with the country’s central and EZastern
regions;

(d) 1initiating a program of construction for regional roads and
other modes of transpert to help the development efforts in
the South and the West; and

(e) improving the prospects and cost of international access te
the South, if necessary through other neighboring countries.

20/ For further discussions on this, see ILO Report, Vel. I, Chp. IIi. 3
"Transport and Other Infrastructure'”.
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S . PART I - THE ECONOMY 1/ -
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2. The Economic Memorandum diztributed to the Board in September 197o
{(Report No. 1273a-SU) provides an assessment of the economic situation and
prospects of the Sudan. Prior to that, Bank staff had participarted in the

IL0 Comprehensive Employment Strategy Mission im 1975 and played a major role
in both the conception and execution of the mission’s work. Whilsz the
mission was an employment strategy mission, its focus, as with previous ILO
missions, was on the overall problem of income creation for low-income earners
in the context of a more rapidly growing economy. The mission’s report is
comparable to a Bank basic economic report and its analysis and conclusions
are the basis both for our developing dialogue on economic policy Zssues with
the Government and for the development of our program of operations. The
report has been influential in stimmlating discussion of development policy
issues in the country. A special government working group reviewed the report
and prepared a substantive and leagthy evaluation of its analysis and conclu-
sions. The report alsc provided a major input into the preparation of the Six
Year Plan for 1977-83. An updating economic mission is scheduled Zor May
1978. Social and economic data on Sudan are attached as Annex 1.

3. Sudan, with an area of 2.5 million square kilometers, is the largest
country in Africa, with a population of about 15.9 million. Much of the
country is unoccupled or very sparsely populated, and in contrast zo many
developing :countries, there is little population pressure on presently dev~
eloped land. Although a large part of the country consists of desert or
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mi-desert, the Sudan nevertheless has great untapped potential for ag-icul-
ral development. Estimates indicate that about one-third (85 million
ctares) of the total land area is suitable for crop or pastoral production,
d only a small fraction of this land is under intensive use. In addi:icm,
.e White Nile and the Blue Nile provide an abundance of water which has
iabled the country to develop the largest irrigation system in tropical
‘rica. The Sudan has increased its use of the Nile water to two thirds of
1at allocated to it under the Nile Waters Agreement with Egypt, but there
:mains room for considerable further expansion irn irrigation. The proximity
I Sudan to markets in the Middle East and Europe places it in a good position
s5r agricultural exports, and oil-producing Arab countries have increasingly
ome to counsider Sudan as a primary future source of agricultural products.

In spite of the large potential for development, the Sudanm is sgill
poor country and is classified by the U.N. as a least developed country.
he most recent estimate of per capita GNP of $290 (1976) is based upor esti-~
ates of national accounts of questionable reliasbility and appears to exagger-
te the standards of living of the people of Sudan and the state of develop-
ent of its economy. Certainly, there are large areas of the country vhere
wst of the people have very low incomes. The econowmy is still heavily
‘ependent on exports of cotton, which is the major commodity produced on
.rrigated land, and alsc exports of gum arabic, sesame and groundouts. Its
:onsiderable grazing resources have hardly been tapped. The manufactuzing
;ector is relatively small and, apart from the processing of some agrizulrturai
:ommodities, it is limited to the production of consumer goods and building
naterials. There have been some exports of chrome ore and further devalopment
>f these deposits is taking place. The public sector has long been important
in the Sudanese economy. It embraces all modern irrigation facilities, the
railways and virtually all power and water supply. With the vationalization
neasures of 1970/71, a significant proportion of industry, commerce and
finance was also transferred to the public sector. Although some industrial
enterprises have been returned to the private sector, about half of the
GDP is still generated within the public sector.

5. While the basic physical and humasn potential of Sudan is corsider-
able, its economic performsnce has been disappointing. During the sixties
and early seventies, the economy grew by little more than the rate of growth
of the population. Thies was primarily due to the depressed level of _nvest-
ment, both public and private. While the Government was succeesful in
achieving a high growth rate of revenue, the rise in recurreant expenditure
absorbed most of it, and development expenditure decreased. The grow:h of
current expenditure was caused by increasing security expenditures, tae
policy of hiring all post secondary school gradustes and converting casual
labor on public projects intc permanent government employees and rapidly
increasing transfers to local government. Further, savings generated by
public corporations also declined because of inefficiency and rigid pricing
policies. Public sector deficits were increasipgly financed through
excessive credit expansion. Prices rose steadily, and the externmal positiom
was under pressure owing to the rapid growth of imports and a stagnation of

export volume.




-3 -

6. The period since 1973 contrasts sharply with the precediag decade
in many important respects. First, there has been a sharp increase in invest-
ment, especially in the public sector, with expenditures directed at the
priority sectors—transportation and other infrastructure, agricul:ure and
agricultural processing industries. Second, there has been 2 serious concern
with developmental issues reflected most prominently in widespread discussion
at the political and technocratic level of the problems of economic growth

in the Sudan since the ILO issued its report in 1975. Furthermore. the
Government has shown a willingness to discuss its economic problems openly.
Not only is this reflected in the continuous and serious dialogue on these
problems in which the Bank has been engaged with the Government over the

past two years but it has been most strongly reflected in the very frank
report which the Government prepared for the Consultative Group meeting in
November 1976. This report and the Bank’s own critical evaluation of
Sudanese development performance and prospects were freely discussed by the
Government with delegations to the CGC meering. In January 1977, the Goverm-
ment organized an informal meeting of representatives of national and interna-
tional financial institutions, chaired by President Nimeiry and at:tended

by all the economic ministers at which a frank presentation of the develop-
mental issues was encouraged. Whilst all this increased interest .n devel~-
opmental issues does not substitute for action, it is a necessary precondi-
tion for action and certainly represents a marked change from the situation
existing a few years ago.

7. This concern over developmental issues is being institut:ionalized
through the development of an effective planning machinpery, with the assis-
tance of a UNDP planning project of which the Bank is the executing agency.
The Six-Year Plan covering the period 1977-83 launched in July 1977 {s the
most immediate and impoertant outcome of this effort. A compreheas:ve educa-
tion sector review conducted with Bank and UNESCO assistaoce has a’so been
completed, and an exercise tc develop a primary health care progran has been
completed with the help of WHO.

Recent Economic Developments and Issues

8. Over the five year period ended Jupe 1975, it is estimated tha:

-GDP in real terms grew at an average annual rate of 4.5 percent-—a growth

Tate consistent with growth trends in the agricultural sector, vhich accounts
for 40 percent of pational income, and the spurt in development expenditures
in other key sectors of the economy. Public iovestment, vhich inc-eased

from US$75 million in 1973 to about US$300 million per annum in the years
1975~77, has been concentrated on the highest priorities. Sugar imports
should be eliminated by 1979 and sugar will be available for expor: by 1980,
reaching ap estimated volume of 0.5 million tons in 1987. Textile aand sacking
imports will be much reduced by 1979, Medium staple cotzom, groundnuts and
some other commodities will be available for export in larger quan:tities, an
oil pipeline has recently been commissioned, and both road and rail capacity
are rising, helping to ease the transport bottlemeck. All the data on private
ipvestment are poor, but it seems that private investment has expanded rapidly
also.




S. While the increased rate of investment on the part of the public
sector, which is bringing about significant structural changes in the econ-
omy, is in sharp contrast with the relative stagnation of the late s:xties
and early seventies, in mos: other respects, the standard of economic man-
agement needs improvement. In particular the budgetary situation is a
matter of concern. Despite a good record in revenue raising, which is
reflected in a revenue/GDP ratio currently about 20I, the public sec:zor
continues to be a net dis-saver. As a consequence, public investmen: has
had to be financed entirely through domestic and foreign borrowing. The
resulting credit expansion has bees an important contributory factoer to
domestic price increases averaging over 207 per annum in the last three
years.

10. Externally, the increased pace of public investment coincided

with the higher rates of intermaticoal inflation, which began in 1573,

and the recession in industrialized countries, which adversely affected
export earnings. The volume of cotton exports in 1975 was 4351 below

the average of the preceding three years. A number of domestic factors,
including an unfavorable cost-price structure, alsc contributed to this
decline. As a result, the foreign exchange constraint to growth anc the
budgetary difficulties were exacerbated. A major consequence of these devel-
opments was a resort to foreign borrowing to finance development expenditures
and to support the balance of paywents. From ac average of S50 miliion per
annum in 1971-73 gross disbursements of foreign loans rose to $450 nilliom in
1674, and in the last three years have been of the order of $300 mi’liom,
annually. Excludipng 1974 when the severity of the terms of borrowing reduced
the grant element of loan commitments by about half, Sudan has managed to
borrow on relatively concessionary terms, reflected in average terms of 42X
interest rate, 24 years maturity and & years grace in the period 1970-75.
Nevertheless, the sharply increased borrowing in the last few years, a sig-
ni{ficant proportion of which was in the form of quick-disbursing cash loans,
has resulted in 2 quadrupling of extermal public debt between 1972 and 1975
and has imposed a heavy debt servicing burden ou the country (see para. 1l4).
Furtherwore, the Central Bank has repeatedly had to borrow abroad in order

to finance the increasing overall deficit. As a result, Sudan’s ne:t inter-
pational reserve position moved from net liabilities of less than £45 mil-
lion at the end of December 1970 to $525 wmillion in March 1977.

1l. Confronted with these problems, the Government of Sudan took a
number of measures. So far as internal fiscal management is copcerned,
consumer subgidies have been sharply reduced, defense expenditure was re~
strained and railway and utility tariffs increased. Tax measures -ntroduced
in the 1977 budget are estimated to have added about 10 percent to Govern-
ment revenue. In 1977, these measures were supplemented by addifional mea-
sures designed to increase tariffs and other indirect taxes oo luxury consumer
goods, while reducing rthose on essential consumer goods. The net effect of
these measures is a swall increase in revenues., In any case, with the Govern-
ment already absorbing about 20 percent of GDP in the form of currant receipts,
it would be unrealistic in the short rum to expect any sigoificant increase in
« the level of taxation, and essential improvewment in Government savings and
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reduction in credit expansion will have to come from holding the growtk of
recurrent expeaditures below the growth of revenue. 1In a significant move in
October 1977, the Minister of Finance ordered a 10% cut in recurrent expen-
diture of Govermment mipistries.

12, So far as the current budget is concerned, ar improverent is re-
quired in financial control mechanisms to ensure that actual expenditures

do not exceed appropriated amounts. Additionally, budgetary transfers from
the central to provincial and, through them to local governments need to be
placed or a basis which is permanently sustaiosble. So far as the capital
budget is concerped there is a danger of over-commitment with tco many proj-
ects being started and their completion delayed. In this connection, the
recurrent expenditure implication of public ipvestment outlays reeds serious
.consideration. .

13. On the revenue side, the main objective of reforms in the zZax system
should be to make it development-oriented. This requires a reduction in the
reliance on foreign trade taxes, development of broad-based consumption taxes
and extension of direct taxes, especially to capture the growth in the modern
agricultural sector. Another important aspect of resource mobilization is
the role of parastatals. While the public secter in Sudan domirates all noo-
traditional economic activities, public enterprises have failed to generate
adequate surpluses to finance development expenditures, and their operational
deficits have become a drain on the Government budget. The Government is
carrying out a comprehensive review of the operations and performance of
parastatal organizations. Bank staff have been assisting in the review.

14. Fipally, the recept build up of external public debt znd the for-
eign liabilities of the banking system underscore the need for improved debt
management and a further strengthening of the extermal debt control machinery.
In particular, in view of the rapidly rising debt service burdem, which
reached 24 percent in 1977 and was projected to peak at szbout 3. perceant in
1978, and in order that the debt service ratio falls to more manageable ievels
in the early 1980°s, it is essential for Government to borrow on concessionary
terms and to restrict borrowing to that required for pricrity investments. 1In
addition to factors described above (parz. 10} which were responsible for the
build up of external public debt, the debt management problem in Sudan is alsoc
one of knowledge ~ the multiplicity of agencies in the Government dealing with
some aspects of data collection or debt management makes it difficylt to
obtaip a comprehensive and accurate picture of Sudan’s external debt trans-
actions. New procedures to ensure better debt management were introduced by a
decree issued in February 1976 which confined the authority to comtract
foreign loans to the Ministry of Finance, Planning and National Economy. The
Bapk in July 1976 presented the Sudanese Governmeunt with ac analysis of
Sudan’s debt data and made recommendations for the centralizatisc and analysis
of such data. Further discussions on this question are planned for May 1978.

Short—- and Long-Term Prospects

i5. The preceding discussion shows the Sudanese economy t> be in a
transitiopal situation from a slowly growing ecooomy, heavily dependent
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on the fortunes of a single crop (cotton) and hindered by physical bottle-
necks, especially in transportation, to a more rapidly growing economy

with more diversified production and exports. The process of change is
hindered by serious deficiencies in the policy framework and is accompanied
by serious financial problems. While the budgetary and balance of pavments
problems facing the economy are acute and deeply rooted, it is nevertheless
imperative for the Government to take steps to improve parascatal efficiency,
encourage public sector savings, and maintain more effective balance of pay-
ments and debt panagement poclicies. The IMF is currently having discussions
with the Government on the short-run economic problems.

16. The mediuvm- to long-run objectives of the Sudanese Governaent, as
expressed in the Six-Year Plan, whose implementation began om July 1, 1977,
include a rapid increase in the growth of GDP (7.5X per annum in 1977-83), and |
emphasis on redressing regional inequalities in incomes. During ths plan
period, development strategy will continue to emphasize agriculture as the
leading sector, but its structural interdependence with other sectors, par-
ticularly manufacturing will be stressed through agricultural processing,

the production of basic agricultural inputs and implements, and the promotion
of small scale and cottage industry. Considerable investment will also go
into further reduction and removal of critical bottlenecks in physical and
institutional infrastructure.

17. Because of the balance of payments and budgetary difficul:ies, the
growth prospects of Sudan depend significantly on foreign capital inflows and
on policies to encourage private investment. Indeed, one of the crucial
assumptions underlying the Goverument's plan is the expectation of large in-
flow of loan and equity capital. The realization of this expectation, in
turn, will depend significantly oo the role played by the oil-rich arabd
countries. In the last few years the Arad countries have emerged as the
largest source of capital assistance to Sudan. On a disbursement basis,

Arab aid (excluding a $200 million Euro-dollar loan guaranteed by Saudi
Arabia) increazsed from $33 million in 1972 to & peak of $220 million in 1974.
Whilst a large proportion of these disbursements has been for balance of
paywents support, Arab assistance has beea vital in such key projecis as

the Rahad Irrigation Project, the cil-pipeline, the airpor: at Por: Sudan, a
number of highway projects, sugar schemes and a microwave project. For the
future, of much potential significance is the ten~year Basic Agricu.tural
Developwment Program for the Sudan, prepared by the Arab Fund for Social and
Economic Development. Over the next six years (1977-83) a First Phase lovest-
ment Plan, which forms the core of Sudan’s Six~-Year Development Plan and
consists of some 61 projects selected from the basic program, is expected to
be implemented at a total cost of about $2 billion. To help implement the
agricultural program, twelve Arab Governments on November 1, 1976 s:_gned an
agreement establishing an autonomous body, the Arab Authority for Agricultural
Investment and Development (AAAID). The authorized capital for AAATD has beex
established at US$510 million, of which 75 percent has been subscribed. The
Authority is limited to a debt/ equity ratio of 2:1. Ratification of the
AAAID agreement is at an advanced stage and steps are being taken to commence
operations.




18. To support the directly productive investment envisaged by the

Arab Fund’s program, large amounts of concessionary loans and grants will

be needed to finance infrastructural projects. Official bilateral and multi-
lateral agencies, including Arab agencies, are expected to contribute to

the program. Several donor agencies which have lent to Sudan in the past

are expanding their programs and others are starting programs in Sudan for

the first time. Local cost fipancing is justified in certaio cases for

- projects with a high local cost component and which are designed primarily

to bepefit the poor. These are likely to be located primarily in Southern and

Westers Sudan, the least developed areas of the country.
¥

19. In summary, after 2 number of years of low and fluctuating rates

of savings and investments, momeuntum has been injected into Sudan’s economic
development by a comsiderable expansion in domestic investment duricg the last
three years. However, Sudan faces severe balance of payments and dcmestic
resource mobilization problems in the short run. Whilst these are familiar
problems in several developing countries, they are especially acute in the
Sudan. The country’s medium-term prospects, however, look particulsarly
bright. These opportunities derive not only from the availability cf foreign
capital, but also from the basic agronomic and human potential of the country.
However, basic policy decisions, some of which have been ocutlined in the
preceding pages, will have to be made if these prospects are to be realized.
The Government has shown its willingness in recent months to discuss openly
the economic problems facing the country, and it is our heope that it will
follow this.up with policy measures to address them. For the immed:ate
future, the Bank can assist the Sudan to saintaio the momentum of develop-
ment by helping channel resources into the priority sectors in our project
work, by extending technical assistance to improve project identificationm,
preparation and implementation capacity, and by continuing the dialogue on

policy issues.




_EXCERPTS: GOS fFooD STRATEGY

B. Disvarities between the Modern azé Traditional Sec:icrs

2.6 The irrigated and mechan;zed rainfed farming systems tcgecher accountl
for abou: 70 percent of the country's total agriculrure producticn. However,
because of the capital intensive nature of these systems and the use of modeta
technology, they employ only about 20 perceant of the rural populition. The
rest is engaged in traditional farming. So far the major attection and coacen-
tration of resources have been given to these capital intepsive nodern systens
of land use through both public and privare sector investment in a cumber of
wajor irrigation and large-scale mechanized rainfed farming schenes.

2.7 The Govermnment is aware of the high level of investmen: being made

“in thase two farming svstems relative to the traditional sector and the consequent

imbalance ia the allocazion c¢f resources, and in the generation of employment

and income betweern modern capital incensive 2ad traditional farming, base~ on

the rural population supported by them. The Gove-nmen: is com=zi:red ta rectifying
this disparity by accompaaying the activities in the modern sectoar with a parallel
program, albeit scaller in scope and funding, in support of iacrsased produc-
tivity, income generation and nurrition for the tradirzicnal sec:ior. However,

due to the servicing of the large commitments of public sector funés already

made to on-going programs in the intensive farming svstems, estinated at clcse

to £5. BO million for the Nationsl Development Plan pericd, the Sovernnent is
limited in its possibilities zo allocate the required funds froz its own resources
or 0 use funds obtained from nonconcessional sources to meer the investent

needs of the public sector relative to the traditional farming system. As a
result it wishes to make a special appeal for assistance from the Intermational
Comrunity in the form of grants and concessional aid to complemaat natiomally
financed effcrrs with regard to the development of the traditioral sector.




E. Incrsased Procduczivity

;2.17 At present all czajor efforts to incTease food p:odus:ion inv?}v?
approaches through expansion ¢f the area under cul:iva:.on.1 how:ver,sz. i }
apparent tha: along with this there Is the need for the app_i:af:ongo. afasu-as
to induce such increases through ioproved productivity, especially Zor Iae
low-yielding tradicional farming systexz. Within the Food InsttneaF ?::a:egy
some provision is made for this zhrough activitiies in Tesealcl, trainiag and

the intensification and modermization of production systems. This has been

dope either as componeants of individual projects or in the fora of s?pa:ace_
programs formulated to cover specific aspects. Hovever, ?hese nre_l;fi:ed 15
scope and Tepresent token efforts relative o the country's needs Iz these aTeas.

2.18 The Governmen: has formulated 2 major program for expandi?; :he.coun-
try's Tesearch capabilicy, with special attention to the :Fad?:ic:a; farn;ng: N
system, ané with its implesentation signifizant benefits shouid acsTue Lo ellOTis
for increasizg food production in all the farming systems. A sepa:a;e ?ocune?:
for’ the fuading of Tesearch has been prepared by the Minisrry of A.g::.cn.u.:z.;:e in
collaboracion with intermational research orgacizatioms for consideration DY
donors. . '

L3

2.1% The lack of sufficient trained personnel, pazticularly inm middlg-lsve;
skilled =manpower, could be 2 serious comstrain:t to the iggemeczacioz of the Food
Investment Strategy. The Government plans to expand its efforis 2a this aiea,
but would have to depend heavily on domor assistance. The modernization ol ]
production systems aimed at incTeasing productivity, pa::icuia:lf in zradicionsl
farming, would be undertaken. A number of pilot projects are unceTvay and ?:he:s
are being forsulated in.this regard, for which domor finapeing is bez;; izv1:e§:
A number of public sector projects relative tc the above, but of particular
__relevance to_the traditiomal sector. _have been identiZied. — ——— . _

L3
F. Producers' Znceatives .

= ——
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2.20 This is coosidered as an izportant aspect of the Food Irvestment
StTategy and consideraticn Ls being given to various peclicy approaches iz this
respect relative to each farzing system. One of the primary obiectives of the
Governnexnt Irn this area is to minimize the fluctuation in fzrmers' inccues by
means of gradual contaiomeznt of the seascnal and regional price cdifferentials,
particularly for ccarse grains and livestock. The Govermme=z:'s Zrterveation in
this respect will necessarily have 2o consist of a series of deasyTes adapted
to meet specific local condirions. EHowever, the izprovement ip :trassportatioun:
and in grain stoTage 2ay be considered as among the main components sf devel-
oping an inregrazec pational wmartkezing and food distribution system.

2.21 Price suppert for sorgnum znd other coarse grains has sc far zot been
necessary. The Governmen:t will conIinue 1ts pelicy 2o adiust =inizum producers’'

¢ =dad
prices for wheaz Iz accordance with changes in the cos: of producstica., The
Governnent has regulatly established =inimun p:ice§ for groundauts and sesaxe
buz so far i: has not entared the market sinmge prices have getecally Temalned
above the =mialrum levels.




2.22 The Governmen: ijr}uare of the lack of incentives and related
support services, such as agricultural credit for the traditional sector.
However, due to the widespread systems of crop cultivation, and the nomadic
and semi-nomadic nature of livestock preduction under this farming system,
it has been found to be impracrical so far zo initiate nationwide programs
in this sector, and thus necessary to supply such services on a project by
project basis. 1In those areas, particularly in the southerz region, wvhere

. some settlement of the rural population already exiscs, 2 prograx is under-
. way for the iniziation of a credit program and the formation of cooperatives
" to encourage and support the developaent of both food and cash crops among
snall farmers. Consideration is also being given to the possibilicy of
developing a credit program as an incentive to encourzge settlement of some
of the semi-nomadic rural population in comdunizies with mixed farming
production. A new project to assist with price policy and marketing has beeT
formulated with particular relevance to the traditiomal sector:

: Costs: £S5 ('000)

Local Foreign Ictal
Agricultural Economics and Msthketing 1,406 366 1,772
G. Rural Income and Emplovmen:t
2.23 Increased income and employment generatior are included among the

goals of the Food Investment Strategy since they relate to improved nutTition
and well-being of the rural population. Also they are siganificarct factors in
dealing with the problem of reduzing the existing discrepancies tetween the
income of that segment of the rural population engaged in modern Zaraing and
those in the traditional seczor. The per capita pational income of £357 (1974/7%5)
is projected to increase to £5156 by 1984/85. However, the countrv's agricul-
tural popuiation estimared at about 1l million, earns apn average of about

£545 per capita/annum (1974/75) with a projected increase to about £566 by
1984/85. .

2.24 The present income stregm, mainly in the form of wvages for seasomal
employment, from the modern farming systems back to the traditional ssctor is
modest, adding only an estimated 10 percent ro iacomes in tha:r secror. As a
tesult, since initially the greater part of direct production-oriented iavest-
ment will be in the capital intensive farming systems, mos:t of wkich are con-
centrated in the central and eastern part of the country, the employ=ent and
income effects of thase investments would have limired direct impact on the
traditional farming areas. In addition irrigated cropping patterns are shifting
gradvally from cotton towards less labour-jintensive crops such as whea:z, and
with the rapid increase in land being brought under cultivacion and reported
labor shorctages, there is a tmmnd to further substitution of mechanizazior for
labor in the mechanized schemes.



J. Consumption

-

2.30 The Government has reascuably effective control over the consumers'’

prices of wheat, sugar and cotton seed oil, bur not for sorghum,

R ]
=illezs,

‘nor livestock products which account for a substantial proporzion of the
consumer:s' expenditure on food. In the recent past, it has beer necessary
dn occasion zo put into effect controllaed distribution of some food
commodities, e.g. flour, sugar and vegezable oil, but the Government expects
that the rapid expansion in production envisaged under the Food Investment
Strategy will lead to the elimination of such measures.

2.31 Improvement in transportation and storage facilities should also

\ facilitate availabilicy and bring about a reduction in markering costs.
Since the Government has little or no control over prices of commodities with
particularly high income elasticities of demand, such as dairy precduc:ts,
fruits, vegetables and meat, the policy with regaré to such food it is
to expand the coverage of existing feeding programs to supply cthe egquivalear
nutrient content for vulaerable groups who would be pa..-cularly

by price increases of such cormodities.

K. Storage

fe"ed '

2.32 A new public sector project o assist in es:abiishing a Storage

Corporation has beeu formulated. The Corporation will be resonsidl

for

establishing food storage facilities and the purchase of food stozks.
Another project for insect control on stored grain has also been formmulated.

Costs: £5 ('000)

Local Foreign Total
Storage Corporation 2,664 2,304 4,968
. Strengthening Section on Stored
Grain Pests 1,034 266 2,000
3,698 3,270 6,968
1 o S
L. Nutrition
2.33 Based on numerical aggregates such as national food balances, Sudan's

population would appear to be reasonably well-fed wirth an average per capita
intake of 2,200 calories (1974/75) and a projected increase to 2,700 calories
by 1985. However, direct estimates and information a: the local level such as '
food consumption survey data, clinical daza, and anthropomerphological measure-
wents clearly indicate that malnutrizion, primarily protein/calerie ralaou-
trition (PCM) nevertheless does occur, particularly ameng chilcres ip the

marginal urban ard rural aress.

e ¢
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2.34 Much of the malnutrition in rural areas is a reflectioa of povercy
and ipcome disparities, seasonal deficiencies or low levels of food producrion
in many of the traditicnal farming areas, and to lack of an effective naticmal
food distribution system. The CGovernment's long-term objectives inciude the
gradual improvemen: of these traditional modes of productioz. EZowever, since
in the short-term, emphasis on developmental activity for this sector would

" not be solely on direct food production programs; but also on such prerequisite
~ activities as the improvement of the basis infrastructure, the provision of

institutional services etc., it would not be realistic o expect a rapid
increase in food production or earnings and consequently az immediate improve-
ment in the nutritional status. Thus, until broadly based rural development
materializes, resulting in sustained improvement ir rural nutri:iicn, specific
interim measures would have to be taken. This would involve suoplementary
feeding programs, especially for the vulperable population grouds. Much

of the basic food supplies for such a program are available aatiomally but
some food aid vould be required from abroad, as well as assistance with the

facilities for food storage and distributioa. .
2.35 Inplementation of the Food Investment Strategy is expected to show

an increase in the nationsl per capita intake of calories and yrotein, but

of more significance would be the virtual ecadication of malpurrition through
nationwide increased food production and improved food guality and its
availability. In fact, an improvement is nutritional status and the extent

of the elimination of pockets of malautrition would be two major parameters
used for measuring the effectiveness and impact of the Food Ilnvestmen: Strategy
in terms of its benefits to the nost needy low-income groups. & project inm

the fiecld of nutrition and a series of pregrams related to training, the
carrying out of survays, etc., are proposed for implementatioz under the Food
Invesrment Strategy as complementary activities to food produszion. These have
been presented for comsicderation to the Food and Agriculrure Organization of
the United Nations (TAC).



- 15 -

III. FOOD PKODUCTION SYSTEMS AND THEIR INVESTMENT REQUIREMENTS

3.1 International assistance and public sector f{unding of the investiment
.requirements for increasing production under each food production system are
“being sought under different sources of funding and are considered separately.
However, efforts will be made wherever possible to forge linkages between the
developtent activities of the other farming systems and the improvement of

the traditional farming sector, so that investments in those systexs would
.have some beneficial effects also on tradirional farming.

1.2 In the initial phases of the Food Investment Strategy, mcst of the
investment in food production is expecied to be made in the irrigated and
mechanized rainfed farming systems, and in the establishment of feedlots,
intensive poultry farming and other animal preoduction complexes. Crowth iz
agro-ivdustry relared to food will be focussed mainly on food preservatiom,
meat processing, the macufacture of vegetable oils, oil cake and arimal {eed.

3.3 The main investments in the provision of basic instituticnal and
social services and developmear of the rural imfrastructure, as prerequisites
to subsequent food production programs, will be directed towards the tradiziomal
farming areas in the westerz and southern regions of the coumtry. The major
proportion of direct production-orienred investment will be in rthe central

and eastern regions. The Government is fully aware that the concertratioz ¢
investment in the central and eastern regions will tend to widen tc a greater
extent the level of developmenr and the income disparity between the= and the
rest of the country. However, it is expected that during the course of imple-
mentation of the Food Investment Strategy, the major public sector commitments
to on~going and newv food-related activities in these two regions would be
fulfilled, leaving further major investment thereafter mainly o the privarte
sector. This would then 2llow for a shift in rescurces to food produczion-
oriented programs, essentially in the traditional sector of the other provinces
which should then be in 2 position %o absord such investment more readily.

3.4 In fact, the Government is considering the possibiliczy of develioping
as a supplementary or folleow-up program to this exercise, a Food Investment
Strategy on a region by region basis. The grea: differences between the Zour
main regions of the country would seem to justify such an approach, ir which
coupsideration could be given to the particular problems and constrzints to
food production in each region, and the investment requirexzents determined

on a more specific basis. A description follows of the investment-related
aspects of each farming sys:tesm.

—
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c. Tradi:ibnal Faraine Svstem

=

3.16 The zraditional farming system eccozpasses virtually alli small-scal:
rainfed crop production and rudimentary irrigared farming, both meinly at the
subsistence lcvel with limired cocmercial operation, as well as l:ivestock
production under nomadic and semi-pomadic conditiocms. About 80 percen: of

{ the-vural population is engaged in traditional farzing.

3.17 Several projects involving increased food production under tradi-
tional farming, but formmlated within the framework of rural development,
. are included in the Food Investment Strategy. Also z series of a:tivities
mainly for the provision of services im crop and livestock production are
listed. These services would provide an effective instituticnal framework
through which techoical assistance and other inputs could be made availzble
to the traditional farming community. Domor assistance to the Goverumeanl i
improving and strengthering the provision of these services would serve to
expedite the develo ment efforts in this secior.

L}
3.18 In addition, within other segments of the agriculture sector as
well as in other sectors of the National Development Plan, there are various
programs which are geared to the bemefit of the traditional farming commumity.
The Government has identifjed and in some cases formulatedmore projects and
other develcpmental activities, which with the availability of additional
resources could be incorporated inte the program for assisting in the devel-
opment of the traditional farming system.

3.1% Igprovenent of traditional crop and livestock production will be
accorded a much higher prierity in the long-term or with the availability

of additional resources because of the large percentage of the r:ral population
involved. At present an inadequate transportation system in these areas, the
near absence of supporting services, and the limited pumber of clearly iden-
tified or: formulated production-oriemted investment opportunities in the
traditional sector, set severe limits to the achievemen:t of quick ané broadly
based ipcreases in food production and rural income in this sector. During
the short-term, assistance to the traditional sector zherefore will be
concenZirated on the establishment of the basic physical infrascructure and
the ipnstitutional framework required for the carTyiag out cf an effective
long-term development program for this farming system. Concurrently, new
approaches and methods for improving production systems will be developed
through research and application on pilot projects.

3.20 The thrust of public investment will thus be directed towards
gradually rewoving the major constraints and expediting the formlation of
a2 series of investuent projects in directly productive activities. This
essentiaily constitutes a long-terz program which camnot be expected o
generate much of a measuvable impact in the short tera. Howeve-, it is
expected that this approach will lead %o a significzant expamsion ol direct
food production inves:tmen:z opportunities by 1980.
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3.21 The following projects relevant to basic support services and crop
production in the traditional farming system, are included ir the Food Invest-
pent Strategy and have been selected for consideration by domors £oT conces-
sional financing:

Costs: £S5 ('D00)

lLocal = Toreiem Tozal
Jebel Marrz Project
(modernization of small food—crop '
farms) 1,855 2,158 4,010
Expansion of Borticultural Crops . :
(establishment of nurseries) 1,000 - 1,000
- Sag El Naam Project
' (settlemeat, 50,000 acres) 1,182 Gl8 2,100
Agricultural Adxinistration in s
Proviaces 1,085 - 1,095
South Darfur Development 1,509 2,000 3,509
Fhashm El Girba Scheme 5,000 3,000 8,000

(irrigation services to small holdings)

Traditional farming (rainfed

for small holdings) 4,527 3,077 7,604
Survey of Nomads for improvement
of nomadic sector, N. Sudan 104 - 36 140
- Land Use Studies for Settled
) Communities 572 178 750
Total 16,844 131,364 28,208

D. Intensive Livestock Production

3.22 In the field of animal production, self-sufficiency iz meat with an
exportable surplus already exists. However, there is still a high livestock
development potential and intensive animal production is an area vith aaple
scope for investment open to the private secter, but aise requiring laTge
inputs of public sector fipancing. Statistical data on iivestock production
are generally based on approximations, burmost estimates poim:t o a population
of between 30 to 40 millionm unizs, comsisting of abouz 14 mill-oan cattle,

13.5 mfllion sheep, 10 million goats anéd 2.5 million camels. Animal producztion
constitutes about 25 percent of the total production of the agriculture sector,
contributes approximately 10 percent to GNP and provides emplovment Zcr ahout

1l million persons. Its coantribution to total exports is abour 7 perceat.
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3.23 The Food Investment Strategy includes a oumber of projects with

objectives directed to improvemen. of production in traditicpal livestock

farming, which initially will be the main source of animals for the feedliots.

They cover animal health se'vices, better water supply, improved pasture,

and instirutional support services in the existing production areas as

well as other areas of potential. Meat production is projected at 830,000

toms by 1985, an increase of 120 percent over the 1972/73 production; milk

: production is expected to increase from 1,150,000 toas (1975/76) to 2,000,200
tons by 1985. Meat exports by 1985 are 'estimated at 100,000 toms.

3.24 The attainwent of these targess would call for a high level of
investment from the private sector for feedlot and dairy enterprises, and
poultry rearing. It would also necessitate the timely and integrated-allo-
cation of public sector financing for the inteansification of the suppor:
services, ipprovement of the physical infrastructure, and research in animal
production, particularly iz cthe traditional sector where the pomacdic and
semi-nomadic population rear about 90 percent of the country's livestock.
However, it is expected that with the impiementation of the prograz there
wvould be a significant increase in livestock produciion Irom both the y
mechanized rainfed and irrigated farming areas.

3.25 The finishing of livestock from the rangelands in feedlcts would
increase the demand for crop by-products for conversion into animzl feeds.
Since most of the major crops now being cultivated can, in some fcTm, contrib-
ute to the production of apimal feeds, an increase ip feedlots would stinulate
further investment in the cultlvatlon and processing of crops linked o

animal feed production.

3.26 Due to the dependence of the feedlot operatiom for its source of
animals on the traditional farming sector, the development of this operation
would be heavily dependent on the improvement of production ip the traditicnal
livestock producing areas. A number of projects have been ideatified for
animal production for both public sector and private equity funding. These
are listed under the Public Sector Livestock sub-sector in Annex _, and under
Privates Investment. However, the following new public sector pro-ec:is are
counsidered as being of direct benefit to the stimulazion of lives:ock pro-
duction in the traditiomal sector and aTe presented for donor consideration:



