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PAAD - Sudan - Commodity Financing'
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2. Commodities procured under this grant may not be used. |
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3. Such other terms and conditions as A.I.D. may deem -
advisable. ' o '
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Procurement Instructions for this grant,
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BEST AVAILABLE DOCUNENT

. SUDAN: Carmoditv imcc?- Grams

. I. Sumar" and Sassm—mendaticn
A. Pighlam

Af4ar achiaving independence {a 1983, Sudan struggled
through a langthy seried of political 1nst Tisy charactarized
by a succassion of c:a11.1cn governmeats. In 1577, Ganeral
Gaafar Monhamed Nimeiri was electad Prﬂs‘dent, ané sf“ce then-he
has tean a stabilizing force bath 1n Sudan and in the-'regicn,

gss8
ati

Mast recently, the Government of Sudan (GuS) has demecnstratad

its dasire io promota regional political stahility through its
open supper: of the fgyptian-Isrzali peacs process, However,

this supgort has pIa*ad the Goverament in a preczrious pasition
domes&ically and vis-2-vis neighboring Arab statas. In. srnally,
many Sudanesa are disturzed that Suden is dreakiag ranks with

her Arab sisters ca the Zgyptian-Israeli peac aty issue,

wnile ‘eaxtarnally *he radical Arab stalss ng for sancticns

against Sudan similar ts those placed on

— 40 tn {

Exacernating these political tensions {s the mest severe economic
¢risis in Sudan's histary. Major factars causing this crisis
have been: disaﬁpcingina results frem efforss *s diversify the
exzort base through 2 shift frem cotisn to grain aroducticn; an
overij-anb1uicus Jutlic sactor develagmen: pregram, which rose
frem US $12S million aguivalent in GIS FY 1974 %5 US $500 millian
in 7Y 1979; and exz2ss reliance upon cantral hanx and ax*araal
torrewings to financz the develcepment program.

As a rasult, Sudan's current account in the
(3CP) detariorated from an average annual‘de
during #fs 1971-73 ¢3 US. §467 million in FY
the deficit has axcaeda

tha 1

32ncz of pavments

f ¥ US §27 million
3. Since FY 1973,
st years, and uncaid
a

aadad US $4CC millien sor ¢

csmmi thents af =he sublic and arivata sacisrs Rave risan 9 about
US $2C0 millien. Sucan's foreign axciange c-'s‘s nas in tura Fores
the GOS &2 stricsiy limit 14s imparsts and cur<2i’l numercus planned
develacment arograms.

In resgcnsa %2 the ¢risis, %he gevernment {s uncderizking 2 E3S-IMF
financial refsra program &S st3ailize the acsnemv., 7o imolamens
+51s pragram, %the 3CS is requesting doner 2ssistanca "a‘ #iil germis
the fmpcr:a::cn af cormedities 14 weuid gtnerwise e unaziz 2 Suy
becausa ¢7 tne csrre : foreizn axghangs sidorz3ze, Tnis assiszuancs
will 2e uszd 33 imcers 2s3a2ntial consumer itams such 25 whaszt and
ygar,succiias :f riw Tasarials and zsare s@resvnesdad 43 sustain
incusTrizl arsductisn,ind 23s5i%31 gscees necasszary for <Intinuiag
grn-ccing 2avelccment 277Irs,
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In short, the GOS has made significant strides in recent years to kring
about stability both within and beyond it borders. However, tha present
uncertainty of the political slimate and the financial strains being placeu
on the econcmy threatan the Goverrment's capacity to maintain and sustain
stabilization efforts. It is against this backdrop of difficulties that
this assistance is proposed.

B. :U.S. Response

In consideration of the problems descriked above and the objectives
of U.S. econamic assistance to Sudan, in FY 1980 A.I.D. granted the Govern-
ment of Sudan $40 million frem the Econamic Supgort fund. This grant was
utilized through a Camodity Import Program (CI?) to provide short-term
kbalance of payments relief. However, to the extent possible, camodities
fipanced urder the grant have been selected with a view toward their lorger
texn impact on the BOP, i.e. their contribution towards 1.) increasing ex=-
port earnings; 2.) recducing import costs through import substitution acti-
vities; and 3.) supporting the maintenance or exgzansion of thé nation's
croductive capacity.

In light of these criteria, illustrative cammcd:i;, groups that have been
Zinanced by the public sector include wheat seed, land leveling equipment,
tractors, spare parts for railroad locamotives, and canning machinery. pri-
vata sector procurement has included spare parts, machinery, raw materials,
and product camponents used in impart-substitution industries.

Because similar programs are being proposed/conducted by the World Bank/Z=C
($70 ofllion) ard the Nethérlands ($21 million), U.S. assistance at a level

of $50 million, proposed for FY 198l; is believed to.he appropriate. (About
$42 million of the grant proceeds are tentatively allocated for private sector
use.) However, recent IMF/GOS estimites indicate that $900 million in nzw
camitments will be required annually to finance projected deficts over the
next three years. Thus, far larger amounts of such assistance will ke needed
ultimately and program-type assistance by major donors will be regquired for
several years to cocme. ' :

Counterpart funds generated under the grant will ke derosited into a special
account at the Bank of Sudan and their use will be jointly determmined by

.I.D. and the GOS. t is proposed that these funds be used to meet public
sector port clearance costs and inland transport charges for CIP
gocds, among other uses. To the extent that the GOS budgeting process has
not made. provision for the caommedities financed under this project, reallo-
cations will be made to ensure that the quantitative targets established undexr
the GOS-IMF Stabilization Program are maintained.
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The grant will be administered in accordance with A.1.0. Regulation !,
use standard Commodity Financing Precadures, se rastrictad to Ccde 941
source and origin procurement, and will strive for disbursement within
24 months. The grant is expected to have both short and Tong term
beneficial effects on the U.S. 8alance of payments, and it will
cempiement €x-Im Bank and OPIC activities in Sudan. A1l statutory
eritaria have been met.

C. Reccmmendations

USAID/Sudan recommends that a fifey million dollar ($50,000,000
000) grant be authorized to the Goverrment of the Democratic
Repubiic of the Sudan for financing the importation of selected
commodities, commodity related services, and other sarvices subject
to the following provisions:

Terms and Conditions:

== Procurement will be restrictad to A.1.0. Geographic
Code 941, except for procurement of transportation
services valued at $530,800 from Ccde 899 countries
as justified in Annex YII of the PAAD;

== commodities procursd undar :his grant may not be
used in the oroducatien of palm oil, citrus, or
sugar products; and :

=~ Such other terms and conditions as A.l1.0. may~déem?'
advisable. : -

Authorities -
Approval is given USAID/Suqaﬁ'£§§ g

== sign and issue fhp]eméntaffdn~Tetters;aﬂﬂ;Commbdity

Procurement InstructiodSuundergﬁhj;fgrﬁqg;gahdg:



Il. Polirical Consideratians:

Sudan has had a ralatively brief though evens<yl histary as ap
independent nation. After 53 yeaps of Sritish-Egyptian admini-
stration, Sudan ach1eved.1ndependéncee on January 1, 1953,

Quring most of her early vears as a nation, Sudan was governed
under military ryle (1958-1963), 4 Successiaon o7 coalitign
governments i cllowed un+qi] 1969 when a coup ied by General Gaafar
Mohamed Nimeiri established the foundation. for the present govern-
ment. CGeneral Nimeiri was elected President in Cctaber 1977 and

2  People's Assambly of 207 members was elected s dra’t g
constitution.

On May 8, 1973, the Constitution was premulgazed 2stablishing the
Democratic Aepublic of the Sudan. The Constitution pravides for
thres branches: the executive - Prasident; legislative - g
Pegplats Assambly cemprisad of 259 members: and Judicial - 3
Supreme Court and civil, criminal, and trital courss,

In May 1977, President Nimeiri was reelectad. As Chief Executive,
Nimeiri sarves as President, Prime Minister, and Secretary General
of the Sudanese Sacialist Union, the Republic's anly Iegal'party.

Under Nimeri's leadership, the ggs has made sfgnificant progress’
in bringing stability #3 a country of diverse'cu]tures,,re1fgians,
and ideologicat beliefs, However, this pregrass nas not always
been achieved without resistance,Not lang after the coup of 1369,
& rather briefly Successtul coup attempt was made in July 1971 by
the Sudan Cormmmunist Party. Nimeirj led a2 succassey] counter-ccup
and has sinee effectively ended che influenca o7 the Cemmunists,

Opposition to Nimeiri has alse come from the Ansar religious sact,
which has made *wo atortive caoup atlempts (March 1570 and July

1976). In July 1977, Nimeiri mat with the Ansar Tsader and apened

the way for reconciliation, Hundrads of palitical srisoners were
released, and ip August a genera] amnesty was anncuncad for atl
9pEonents of Presidans Aimeiri's sovernmen:,

Another zajar credit to the @S eviores g uniy the country is
the resolution gf the country's 17 rear-gld civii war between the
nerihern and southern provincas. Thig Civil strifa was ended
early in 1972 when d peaces agreement was sTgned whieh pravided
autonomy on most intarnal matiers to the Scyuthars iggion. Faormer
guerrilia fighters hava deer intagratad inty the regular Sudanese
Army and mgss Sauthern refugess have now recurned ind resattled
In the Sudan.
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In addition to decentralizing the administration *o the Southern
Region, the GOS has. formally decentralizad acniai{straticn of the -
rest of the country by breaking up the & Northera Provincas into
12 and the 3 Southern Pravinces into §, by convzrring more power
to Provincial Governers, and by greatly expanding the establish-
ment of local people's cauncils, which now aumter almost 4,300,

The most recant Human Rights Renort %o the Cangrass caneludes
that Sudan'’s Human Rights record is good, cansidering the standards
¥ the region and the axtreme paverty o7 the country. The civil
war with the South. was brought to a close .in 1872, and sinca then
the South has been granted real dutonomy.  The Cantral and.Regignal
gavernments are warking closely tagether %o seex peacsful ways o
further unify the country and ‘develop the South. Similarly,
genuine efforts have been made o reach an accormedation with all
opposition political elements, #rom the Muslims to the Communists.
Virtually alil political prisoners have been relaased, and saveral
of the most prominént opgosition figures have moved in*o senior
party positions. In atiempting to overcema joverty and develaop
the country, the Government has not lost signs cf the rural poor.
It continues to seek ways to decentraliza governmental admini-
stration and increase the role of local and regfaonal influence on
the ailocation of resources.

The GOS has been & stibilizing infiuence regionaiiy as well as ‘
domestically. In the African context, Nimeiri has sought to resolve
several international disputes in his role, since November 1978, as
Chairman of the Organization for African Unity (QAU). Particularly
notaworthy are his effarts to dring about resolution of the Westarn
Sahara question and the Tanzania-Uganda conflics. Most recently,
?udan played a key role in efforts to medizta the 1ntarnal problams
n Chad.

In the Middle Eastern contaxt, Sudan is,thus far, one of only two
Arab states 5 openly support the Egyptian - Israeili peaca treaty
and peace procass. The 53S' supgort of thesa peazca initiatives

has placad the government in a precarious sositian demestically and vis-aw
vis its neighboring Arab statas. Internaliy, many Sudanesa are
disturbed that Sudan is treaking ranks with ner Arad sistars on the
ggyptian-Israeli treaty {ssue and are prassuring *he GOS 0 reassass
its nesition. Extarnaily, radical Arab sfazas =ave callad for
sanctions against Sudan similar tg those placed on Zgypt. The
maderate Arab statas have also strongly denouncad the G3S position,
although it is unlixaly they wiil suppors: retai{atary measures such
as thosa recommended by the radical statas, :
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In shert, the G0S has made significant strides in recent years to
bring atout stability both within and eyond Sudan's harders.
However, the prasant uncartaincy of tha political climate and the
financial strains being placad on Sudan's eccnemy threaten the
gavernment's capacity to maintain and sustain stabilization efforts,
[t is against this backdrap of difficultiss that this commodity
import program is propesed. ' ‘



III. U.S. Interssts and Objectives

A. U.S, - Sudan Relaticns

, Sudanese relattons with the U.S, were severed tn 1967,
as a result of the Egyptian-Israeli conflict, but were resumed in-
mid-1972. When Palesttinian guerrillas of the 8lack September Move-
ment murdered the U.S, Ambassador and OCM to the Sudan in March 1973,
the guerrillas were captured and found quilty, However, they were
turned over ta the custady of the Egyptian government and the U.S.
Ambassador was withdrawn in protest, In November 1974 the U.S,
Ambassadorfwas returned to the Sudan and in May 1976 a deciston was
made to resume U,S. economtc asststance, In 1576 and 1978 Prasident
Nimeiri visited the U,S. and U,S,-Sudanese relitions have tmproved
markedly in recent years,

B, U.,S. Interésts Snd Qbjectives

1. Peace in the Middle East

A major objective of U,S, foreiagn policy ts the
achievement of a comprehensive and lasting peace 1n the Middle East,
The realtzation of an Zgyntian-Israelt Peace Agreament has laid. the
cornerstane of a ccmprehensive peace, Qver the longer term, U.S,
palicy atms at a satisfactory evaluation of pelttical and econemic
relations between all countries in the region. The GOS has demon-
strated by 1ts actions that it shares the U,S, desire ts seek a
peaceful cemorehensive resolution of Middle Zast differences and an.
end to the stats oF tanston which has adversaly affectad the well-
being of the pesple throughout the region. The continutng abtlity
and willingnass of the G0S o continue its supcart of the Middle
East peace process will depend on 1) domestic political stadility;
2] dvotdtng short-term deterforation tn the Sudan's standard of
1tving; and 3) obdtaining sufficient foreign assistance ts stabilize
the economy and permit an accelerated develogment effort,

2, QOomestic Political Stability

The democratic reforms undertaken hy the GOS have
cantrtbutad stgnificantly to the achtevement of nattonal untty and
stability tn Sudan. Recagntzing this accsmpliskment and Sudan's
favorable human rights recard, the U.S, Goverrment suoports the GQS
tn tts conttnutng efforts tos matntain stabtlity both wtthin and
beyond tts borders.



A3. Ecancmic Stability and Davelacman=

The Sudanese ecancmy has great develczment potential.
However, due ta extermal Factars and re:agn‘: 4 weaknessas in pass:
management of the ecsnomy, this ,c.ential nas nct teen afficiently
and effectively explettad. I[n arder %o resume long-tarm growth ance
deve]o;ment, recavery frem the current finzncial crisis #s essantial,
Economtc stabiltzattan 1s therefore 2 maior oc;e::ive at U.S. assis-

tance ta Sudan and ts cansidered necessary towarss as bltshfng a
cltmate pithin which the langer tarm .avelc*meﬂ° qbjszstves of U.S.

e

ecancmic assistance (see fpllowing sectian II1.5.) can be realized.

4. U.S. Business Investmants

U.S. commer<ial Firms have invesimenis af agprexim taly
30 millten in the Sudan, The csniributien *hz: U.-. fancm‘c assis=-
tance will maks towards achteving political 23¢ seanemic stability
will in turn sarve %3 protact U.S. cammercial .1:eres.s.

5. Prosoecis far 011
For many vears U.S. firms have sxzlored for cammer=ial
011l decaesits in Sudan. In “a/ 1873 a 300 barrel ser day well was
Lapped in the scuthwestarn part of Sucan, and <he gotantial for further
dtscovertes ts considered very .avcrac1-. Stenidficant findings weuld
make Sudan less dependent an tts neightors for seirsleum supplies, as
L

e
well as tncrease overall world supelies. Altae ¢n U.S, ecenecmic
asstsvance will not direcily sacport thesa a¥fsris 1t will, neversheles:
pramate the ezancmic and zolitical stadility necassary for such efforts
ta cantinue,

C. U.S. Zcsnomic Assis*znce Pracranm

1. A.l.D. Strateay

A.l1.0.'s progr’m stra ‘=c/ vor ecsnemte 2ssistanca $a
che Sudan focuses on prablams #n the tradisicnz] agricultural sectar
where, autsida the mainsiream af scznemic 2¢Tivity, the Iargest and
pearest geculation grsups in :udan renain., Tae fraditicnal farmers
and acmadic ¢raucs Faliing {nss thts cziagory camorics wall gver
hal? the cauniry's tatal 'ccula-.cn ¢f scme 17 wiiiian, Althoucgh
thinly scatlared over vast gesgrashic are is, the larges: nuﬂce—s a7
2cor 2re 1a the ssuthern and weszzrn _Sraviacas (Merzh 2
LrdoTia, Yor=wh and Icuth uar-ur) Thesa ccor resresant n.-.D.
main target groups for ecamemic assistance.



USAID/Sudan's Country Development Strategy Statement (CDSS) concluded that
the most critical constraints to assisting these traditional and ncmadic
farmers are: 1) the ccuntry's current financial crisis, which has seriously
restricted the availability of foreign exchange and ludgecary rescurces for
development; 2) a desperately weak transportation system; and 3) a limited
understanding of the traditional sector. In view of these constraints,
A.I.D.'s strategy is to maximize the balance of payments and local currency
content of theA.I.D. program, direct these resources to the maximum extent
possible toward imporving transportation and rural technology, and concen-
trate develomment efforts primarily in the South and the West.

2. A.I.D. Program Elements

The A.I.D. program for Sudan i3 camprised of four major categaries
one of which is the commodity Import Program. e e L

a. Develomment Assistance

A.I.D. resumed bilateral development assistance to Sudan in

FY 1978. Since then, the UGS has authorized approximately $68 million for
Projects in the health and agriculture sectors. In the health sector, A.I.D,

In the agricultural sector, A.I.D. assistance focuses on improving the
productivity of traditional agriculture and livestock herding, the only

means by which the Sudanese PoOr majority subsist. This will be accomplished
by developing and strengthening the capacity of local institutions to

conduct applied research, train agricultural extensionists and extend
relevant services, inputs and implements to small-scale farmers and herders.

In the roads sector, A.I.D. authorized two new projects in FY 1980, totaling
$12.7 million, designed to stimulate agriculture production in the Southern
Region — Southern Access Road, Phase I (financing the design of a road
connecting the southern city of Juba with Kenya and the port of Mombasa)

and Southern Rural Infrastructure (constructing two important road segments
in the Southern Region).

A.I.D. has ulso made life-of-project commitments of more than $3 million
to rural development Planning, in support of the Government's efforts to
devolve more authority to the provinecial governments, petroleum training,
and experimental Swamp transport.

During FY 1981/82, A.I.D. proposes to make life~of-project commitments
totalling over $10 millionm for new interventions in: S

=~ wildlife and pest management;
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— agricultural statistics and plaoning; and

— village renmewable energy.

Annex Ii provides more information on A.I.D. projectvaSSiscance’in‘Sudag;f‘

b. P. L. 480 Assistance

The U.S. has been providing a small amount of P.L. 480
(Titles I and II) assistance since the early 1960s. However, with the
resumption of the bilateral program, the amount of P.L. 480 assistance
has increased from $12.2 million in FY 1978 ($10.3 million of which was
in Title I wheat sales) to a level of $25 million im FY 1980 ($20 million
of which was in a Title {IT wheat program), with an identical projection
for FY 1981. Sudan 1s one of the few first African countries with a P. L.
480 Title III program — it provides $100 million in wheat sales for the
U.S. FY 1980-84 period. In addition, $2 million in P.L. 480 Title II
rescurces are being provided to Catholic Relief Services to operate
maternal child health/pre-school nutrition programs in 5 provinces.

c. Regional Projects

. Sudan benefits from a number of centrally--funded
worldwide or Africa regional projects providing assistance in:

— aquatic weed management;
— rodent and pest control;
- manpower training:

== environmental studies; and
— science and technology.

d. Commodity Import Prograr

In FY 1980, the USG approved $40 million for a commodity
import program, with an additiomal $50 milliom proposed for FY 1981.
These funds are being used to help alleviate Sudan's pressing balance
of payments problems by financing urgently needed imports required to:

inérease expcert éarnings;

reduce import costs through import substitution activities;
and

=~ support the maintenance or expansion of the nation's
productive capacity.
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A, Struchura and Jevelocment of b he Sudanese Zzzremy

‘v1}1‘3tructure af *he Zzanemv
a. General

Sudalh, the largest csuntry in Africa, lies acrass
He middla r2aches af the Nile Rivar and is about one-third tha size
¥ the continental Unitad Statas. The country supgparts & capulaticn

of 17.5 million (m.id-1979 estimate), 85% of which live in rural_areas.

Agriculture is the most impartant sacior and accounts for about .

40% of Gross Domestic Prcduct (GDP). Other tnajor contributors

*g GOP include trade and finance, 25%; government and cthar sarvicss

1532, and manufacturing, 10%.

Although Sudan's gotantial for ecancmic cevelepmunt is gcad, %ihe
csuntry now rinks amcng the 28 Teasb1 eveloped cauntries of the werld,
In 1978 per capita incsme.was $ 310 2/, and Sudza is rated at only
3S ¢n the Cversaas Develooment Council's physical quality of 1ife
index (PCLI) 2] Litaracy is estimatad at 19% and 1i¥2 expesctancy
is 30 years.

8. Patantial and Cons*raints

Sudan's rich and variad natural resgurce base o7 {ers
gsad gotential for escsncmic development, While much ¢ the land is
desart, there are still vast unused areas available for agriculture
and Tives®ack. Unused volumes of water for irrigation, favorazbla
growing csaditions, and 2 Tow acpulation density also ennznce the
prospects for develoging 2gricul ture,

£ the caunsry's tatal land area of 625 million acres, 2CQ millien is
gocd arable soil with enough rain for most crops. So Far anly adeut
20 million dcres-is-cultivatad and GIS develogment aifgoris facus
Targelj an ex;loi +ing this potan'ia] In addition t2 zrabie Tcnd,
there ars 2bcut 50 @illion acras of nas=urs lands which are cnly
sparsaly sattlad by traditional herdsmen. Llivestsck Sraeding is
carriad cut ia 2 nemadic framework and the potantial For Zevslgsiag
a 'Tivesizck industry {5 great,

1/ vertad 3t tne ratsa of LS 1 = U.5. § 2.40
2/ ne QLI measures 1ifa axgestancy, infant :or 3Ti4y and |f:eracy
en 2 seala ¢f 1 %0 16Q. The lavel that equa s cver::ninc the
- wersT {mpacIs oF 23saluza sevariy fs reougniy 73=77. -
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Exploitation of Sudan's agricultural resource base continues to be a focus
of .devaelopment efforts. In addition, the search for oil is being pressed

following recent discoveries, with a real possibility for Sudan to

become self-sufficient in petroleum in the not too distant future. Thus—
with unused land, unused water, favorable growing conditions, the absence

of population pressures, and fmproved petroleum prospects — Sudan has

the potential for rapid economic development.

While blessed wich this great potential, Sudan also faces formidable
constraints. The country's vasthess is perhaps the most serious. Although
much effort has been made to improve accessibility to productive areas

areas and Sudan's widely scattered population, the transportation infra-
structure remains grossly inadequate. Another major constraint is the

lack of human resources. Labor is scarce during peak agricultural seasons,
and the attractiveness of employment opportunities in the more prosperous
countries in the region drain Sudan of valuable human resources, hoth
skilled and unskilled.

HBistorically, frequent changes in government deterred private investment
and the pursuit of sustained development efforts. Civil strife in the
south also drained scarce resources into the military tw.dget and contri~
buted to virtually stagnant economic growth. Though polivrical stability
is improved today, overly ambitious development efforts in earlier years
created financial constraints which now add a further dimension te the
challenge of development.

¢. Productive Sectors

i. Agriculture .

. Sudan‘®s economy is dominated by the agricultural
sector, which coustitutes about 407 of GDP and generates approximately
95% of exports. This sector also supplies most of the raw materials
to the agro-based industrial sector and provides employment for two-
thirds of the population. . »

The major cash crops are cottom, the country's main foreign exchange
earner; groundauts; sesame; and gum arabic. Sorghum is the staple
food crop, although there is a growing taste preference for wheat.

In recent years, emphasis has been placed on increasing wheat produc-
tion to achieve domestic self-sufficiency and to supply regional
export markets. Large numbers of live animals, particularly camels
‘and sheep, are exported to Egypt and other Arab countries.
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The aﬂriﬂui*"r=1 sactor is compesad of Swo distinct’laris. The
first 1s the publfcly a.nfnistered irrigation schemes concantrated
aleng the .anks of the Mile and it ~r1'u*=r:.s. The sacend {s the
rainted areas, where rarm1ng is c’r‘1eﬂ out mostly by traditional
methods, 21%hough mechanizaticn {s of growing, imgertanca.

The irrigated schemes csmprise large consglidated areas such as the
Gazirz ‘akaut 2 million acres) and 2 number of smaller schemes 2icng
+he 8lue and White Niles, Control Management 2oirds undariake the
major produculon decisions, prescribde the crzpping pattaras, and
provide the necassary 1npubs. Land and irrigation services are
suppliad by the Government, The farmers are allotisd tanancy units
varying in size between 15 and 40 feddans and are in charge of
individual fieid prenaration, cultivation, and harvesting.

Historically, thesa schemes were concaivad for the cultivation of
catton as the only cash crop. Howaver, after 2 sharp rise in world
cerezl pricas fn 1974, the GIS decided ta expand the praduction of
wheat to promote salf-sufficiency in basic feedstuffs. As a resul:
irrigated land allocatad ta coticn was reducad. This effort has had
41sappoxn ing results to datas, and land allccaticns are being changaed
again &2 faver the production of csticn

Tne raianded agricultural areas iz the west and east of the Nile
support mestly traditional farmers and herdsmen. Major crops include
sargnum, millas, and oilseads. Gum aradic trees are also crepced,
Livestsck traeding of catile, shasn, goats, 2nd camels is carriad

oyt mainly on a nomadic basis,

Althuugh azricu.lture. is still lamelv traditional in the rainfed areas
+xg avents occurred in the early 1970's tc a2czalarzte production 2ad
the application of more modern production *ezinologies. Tne first
was the strong incanzivas creatad by rzpid increasas in the werld
market pricas Ffor groundnuts, sesame, and gum arabic. Traditional
farmers respgondsd by expanding the productfcn 57 ¢ash ¢roos, dariicu=~
larly groundnu*s. The sacand facter wes the imgravement of :r:ns*cr
links facilicating the marksting oF craps aad the develacment ¢
mechanizad farms. As @ rasult 37 thesa de /e?c:nents, rzinsad a
exzanded frcn 510 million 2 12.¢ @miilion {addans aver the 1970
per icd. '

i. Industrv

Sudanese {ndustriass 2ra 2lgsaly Tinkad 43 ks
r2] sactar. Altsoucn incdust ry i H i
fod -

5 52371 2 relab1vel/ smai
acsnemy, thers {s cans.ﬂer 8 secsantial for fis axeez



particylarly {n *he srscessing of cutzut from “he agricyltural sacear,
The most important industriss are *hasa prscucing textilss, laur,
vegetable ails, shoes,and sugar. All of thesa are fntansive usars

0¥ lacally available raw matarial 1nputs, and all haye been esta2hlished
‘in Sudan for aver ten years.

iii. Public Sector

Tne public sactar alsc plays an imgor<ant role
in the productive siruciure of the ecanomy. Apar: from sraviding
the usual econemic fnfrastructurs such as Power and water suysplias,
¢ manages all aof the modern irrigaticn facilities in the agricultural

sector, runs the por:ts and railways networks, and owns a significant partton
if industrial enterprises. at the same time the GOS 1s promoting private

Sector investment in selected sectors and extending incentives to attract
foreign investment.

iv. roreian Trade

Sudan's princiral exsores ars cotisn (07 of commodity:
:xport earnings), groundnuts (16%) sesame (10%) and gum arabic (6%). Major
imports include machinery and tranSport equipment (40%), foodstuffs and
tstaces (13%) and raw matarials, in€luding petroleum sroducts (12%).
Tne country's main trading rar+ners ars the UK, India, FRe, US (10%),
PSC, and USSR, :

2. Eccnomic Cavaleement &1.1373

a. 1836-1985: 3risish Zstablish 2asic Infrastructurs b
and Patzara of Develgoment, , S

: Sudaa's modern econemic davalogmen® began 5Q %o 20
/2ars 3go when the 3ritish canstructad 2 port and the basic railroad
Systam in existanca taday. In =he 1620's they a2lso develecped the
Auge Gezira irrigation scheme. Tagether thesa i{nvastments srovided
the imcetus %3 Sudan's daveiccment and are s2il} of majer imgor<znca
-%2day, '

3. 1S55-1%68: Polisdcal Instariiisy and tesromisz
Staznasian
| Afiar indacendanca in 1358 Sudan went throuch a long..
seriad oF scznemic stagnation as 3 resyls o7 frequent <hanges ‘n L
JOVIrTmen<s and z cse3iy 17evaar civil war $a e Seush. Lo =3 1357
CanCMic Srawsd averaged -4 Jgrssns, mest 97 this taking slacs in -
the freizatad scahemes 9F sne 3lua Nila isgian,

¥
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e 1967-1971: Zxseriment with Cantralized Stats
"Secialisa '

From 1667 to 1571, develapmant 2f<orts wers

guided oy tae Gavermment's axperiment with centrzlized stata

socialism, Zconemic tools used during this pariog included a

nighly can® a]f’ed fiva=yaar o]an, alrost ¢ rpleta reliance oan

public sactar investment, nat ona112351on of grivata entarprises,

and reiiance on aid and bilataral trads agreements with the socialist
ceuntrias. Although the soc1a113: countries made large aid pladgss,
thesa pladces c¢iten failed £z materialize in:s large disSursements.
World 3ank and Western donor aid, along with priva*= 1nv=suuen* aimost
2asad; pudiiec sactor fnves‘ﬂeq.s and the naticnalized firms did zecrly;
and .he war in the South continued g drain rescurcss away frem Hev=lop-
ment. The result was that the ecanomy performed poorly during this
period. Real GDP growth from FY 1967 to 1971 averaged about 2.5
percent a year = barely mdtching population growth.

d. 1872-1373: (Change in Devalecrme PPi?osoFH/

8y 1971 it was clear that GOS' ecorcnic selicias were
not warking. Another factar prompting a changs in "cllcies was the
unsuccassTul coup attamot bY the Sudanese Communist Party in July 1371,
After this nven-, Sudan's dcmestic and foreign scliciass startad &
change., Tne GOS began encsuraging privata sac*sr develepment and
making greatar yse of prica 1nc ntives to increass agroduction. Mest
1oc=111-cwned businesses can¥iscated during 1370 were returned *o
their fcrmer cwners and agresments were mads with forzign-owned
Businessas: wnich had teen nationalizad. Tride with e U.S. 2nd
other markat ecancmxes 1nc—e=sa# substzn~1=11/ whila rade with the
Communis®t caunt ries, excapt the PRC, decrezsad, 'he Gavernmen: alss
began se°<sng .orcxgn invastment and tachnolagy. E£csnemic growth
{ncreased ta 4-5% during this transitien per10d and the stage was
sat for aitamcting a major national develcpment =7Tors.
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2CS Revelccmens Strztzay

, ' Sudan’s current scanemic difficyleies 43t Sack to GT
F{ 1974 when the GCS hegan an ambi<ious drive =2 imoravs the naticn's
.nadenua°= :rans,cr: infrastry ycture; achieva saif-syificiency in a2
aumcer oF hasic c:mmodi:ies, o*=a1/ wn,-g, sucir, 3:nd taxtiias; zns
increasa sroduction of nigh-value c2sh crops, sarzicuiarly graundnuss,
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‘70 launch this affort, the Gavernment presared an Interim Act
Pragram (IAP) 3 rearder griaritiss under the Secsnd Five-Tea
{SFIP) (Ft 1971-1573) and o extand the Plan o Y 1377. The
investment program had given first pricrity ¢ daveloping agri
ture, but in 1873 the Government decided tha* strengthening the
country’s inadequate tramsper*atian infrastructure was the most
critical davelogment need, Acssrdingly, the IAP assigned First
priority to improving transport and csrmunicaticns and sacond
pricrity to increzsing the demesiic preduction of such vital
carmodities as wheat, sugar and *axtiles. I+ was axpected that by
the early 1920!s Sudan would be a net exporisr oF thesa 1tams,
which tagetner had accaunted for 34% ofmexchandisa imgorts over the
previcus three years. It was further teliesved %ha% achievement

of this geal would generata foreign exchange for importing tha
capital geods and intarmediate products needed 3 incraasa the
country's law, but growing, capi*al sitock.

Influencing this strategy were warld market demand and prica trands
for cattan and c2reals. In 1974, Sudan began having difficulty
markating cotion due to the world-wide recession. Unsold stocks of
cotton wers oiling up at the dccks at the same time caral pricas

were moving sharaly upward. As a result, the country's

trade aczount datericrated due to sluggish cot*zn sales on one hand
and the rising cost of wheat and sugar (among othar things) on the
Jther. This situation encouraged the G3S t3 incraise wheas and
sugar outjut, ‘both to substitute for imports and %o diversify the
exgert -hase over the longer run, .

¢ tle and of the IAP in June 1977, a new Six-Y2ar Plan (FY 1878-1¢83)
followed., This plan was %0 capitzliza on the new infrastructure
Pase achieved under the IAP and was io give highest ariarity %3 the
development of agricul ture.

2. DPevoelcoment Strataav Rgsylss

a. Agricuitura

To {mplement the agricultural program, cst<sn
acreage was recucad 3y 27 Lo 30 cerczant I8 acIsmmocdata gther craps,.
principally wheat and groumdnu®s. Financial incanzives nerse .
structured 0 ancsurage this shist in srecducticn iz =he fuilowing -
sannsr, ' :

= Prof¥it sharing reiationsaips were mads adversa 2z =9===n
Arscucticn.  Ia return for land, irrizasicn and g=ner
aresariticn and managerial servicas, %Re Zcver=men- ind
fantrai Mznagement 3card “3ck 2 31 serzans siara 5° =ne
fleT CITTSa Jraczeds, wihtla allewing %he <anaass =

ceneit of the 3ther crags.
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== Ca%tsn axports wers heavily taxed and their ;roceeds wars
~ subjactad %o the oFffcial sxciaznge rata (zhen LSd | = US3
Exzort pracaads oF gther creops wera canverted at the rate
LsT= uss 2.s0.
decaysa of these disincantives ta growing cetion, armers-shifted their
use of inpu*s t3 ¢ther crops and the rasulting decline in catisn yialds
compounded the {fall in cotion production due 'ta cutbacks in acreage.

a7).

O N

he impact aof land reaIYoca»1on and the inceative structurs i{s indi-
catad in the producticn figures for cotion and wheat, the most signi-
ficant crops affectad. From Ff 1971 -t 197, cotion acreage remainad
largaly unchanged at 1.2 million {eddans znd cut;u» fluctuated
between 1.0 ..i11ion bales and 1.2 millicn bales. However, in £Y 1€
cation acreagx was cut back by atout 29% in order %o na<a mere T=nd
available {or wheat production. Cansaquently, production fell
sharply in Ff 19768 by almast 5Q0% &3 575,000 bales. VYialds in *he
Gezira also 211 %o 2.8 kantars per fa dan, the lowest level recarded
since F( 1564, :

8acausa of these declines ia production, cotton export earnings
sharply- fell and attampts were made at rﬂshcr.ug acreaga %9 the
previous level of 1.2 million feddans. 3y FY 1978, catton z2cragce
had reached 1.14 million faddans. OQutput rﬂcav4r=d 771,000 bales- .
in FY 1977 and 1,015,000 btales in FY 1978 but s%117 remained talaw
the level of the FY 1975 season.

Cotton yields per feddan also rose to 3. 4 kantars, but this was still

historicaliy low. In'addition’ta the jncantive structurs, other

:ac ~0rs c:us“-g the decline in total production have been a rapid deteri
tion in the camalization and punp aquismen* useﬁ in the pump schemas

alcng the 3lue and White Niles; the czmpetition o7 other craps for

water; and insuf 1c1ent weeding of the canals.

Production declined . ~ to 747,000 bales in FY 1979 from 1,025, 000
bales in FY 1978. This was due’ mostly to a reduction in cotton

acreage and yields in the Gezira as a result of floods

in July 1273, TotaT acreage plantad fn FY 1~7° was estimated a%
1.06 millien ¥faddans.

Wheat qutsut incrﬁ-sad from 235,000 t2ns in 77 1374 £o0 317,000 tons
in Fr 1978, Howaever, in Ff 1979 ocutsu® declined =3

177,000 tans, wnile overall acreage remained ke same at akcut
554,000 fadda as. Yialds also declined signifizznsly aver %ais

seriad fram 387 kilegrams ger feddan in 77 1374 =2 about-3od“2??ﬂ-
grams in FY 1573, The national avarage yield aF ascut 0.5 t2n zer

faddan fs low campared to yialds Set Tween 1.3 and 2.0 tons sotained
4t resairzsh sticns, Faclars cuntriduling s deciining vields are
scor saed, inadequata land lavaling, l2ta sewing, wezds, {nadasyaze
irricaticn, inadaguaza farsilizaticn, 2nd zxcassiv: lassas Zus -

deiays fa harvesting.



Wheat output now fulfills about two-thirds of domestic requirements, as
opposed to about 55 percent in FY 1974. However, the drive toward self-
sufficiency undertaken since 1974 has been achieved only at a highk
opportunity cost in terms of altermative crops. For example, iz is
estimated that had cotton and groundnuts been planted on the 625,000
feddans in public entities cultivated with wheat in FY 1977, net foreign
exchange earnings at 1975-77 prices would have increased by $150 millionm.
It was concluded, therefore, that the reallocation of land and the
incentive pattern developed over the past several years have been
Jdnconsistent with Sudan's comparative advantage, which lies in cotton

and groundnut cultivation. The shift in emphasis. to wheat production
resulted in a substantial misallocation of resources and a significant
veduction in net foreign exchange earnings; consequently, it has been a
major factor contributing to the current financial crisis.

Groundnuts are Sudan's second most important foreign exchange earner.
Production fell sharply in FY 1977 because of cutbacks in irrigated

areas sown, but recovered in FY 1978 due mostly to a doubling of
cultivated areas in Kordofan. However, because of the remoteness of

this area, there was difficulty in transporting the FY 1978 crop to

the port. Railway capacity was inadequate and emergency provisions

were put into effect by using army trucks. Because of these transporta-
tion problems, farmers reduced the acreage for groundnuts ian FY 1979.
Serious flooding in 1978 also caused acreage in Gezira to be reduced

by 127 and total production in FY 1979 declined 20%.

In general, the production of all major crops declined in 1978 due to

serious flooding. Yields also declined because foreign exchange shortages -

prevented the importation of necessary inputs, including fertilizer,
herbicides, pesticides, and machinery.

b. Industgz

In addition to wheat, efforts to achieve self-
sufficiency in basis commodities have focused ou textiles and sugar.
As iu agriculture, these industries and others are seriously constrained
by transport problems and shortages of foreign exchange for essential

imports.
i. Textiles

‘ In FY 1975 the textile ‘industry producted a
little over a fourth of domestic demand for fabrics. The opening
of new p:qductive capacity since then now enables the industry to
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satis¥y about turee-quartars of lacal needs. Specialization also
has developed in the production of gray cloth and spun yarn, which
will allow Sudan to start exporting textiles in the near future.
As was the casa with other industries in FY 1978, the “extile
industry suffered from production cuts due to shortages of power
and spare parts.

ii. Sugar

Efforts to achieve self-sutficiency in sugar
production have not progressad as fast as originaily planned. In
F 1975 it was orojected that preductive capacity would expand to
meet this goal by FY 1979. However, due to cost overruns and the
unavailability of financing, the expansion of productive capacity
has been delayed. At present, local plants satisfy about hal? of
Sudan's domestic requirements.

{ii{. Other Industries

. Sudan's other industries have been plagued in
particular by the shortage of foreign exchange. A report on
industrial production recently draftad by a special Parliamentary
commission ravealed that the{capacity ofiuti]ization of'most
industries was about 30%. In the food processing industry, shertages
of foreign exchange for the importation of tins has resulted in stasp
cutdacks in production. Tanneries have also cut back oroduction
due to the short supply of necessary importad chemicials. The
newly established import substitution industry arcducing steel oipe
and_bars nay teem particUlarly susceptinle to Toraign axchange
shortages and nas been operating weTl béTow i1ts capacity. The dry cell
battsFy industry is ncw being similarly threatened as well. In
both agriculture and industry, the lack of foreign exchange and in-

adequate supporting infrastructure are two of the most critical bottie-

nects to increased production.

¢c. Infrastructurse

Actual public expenditures under the amended Second
Five Year Plan (FY 1971-1975) reflact the shift in orjorities to
develop the nation's phvsical infrastructure. Ac=ual investmen:s Fer
"Transportation, Communications, and Pcwer” represantad 32% of to:al
expenditures over the plan period, compared to the 20% originally
planned. Since FY 1975 these axpenditures have averaged about 24-23%

of total develcoment budget outlays. Transaort scuicment alsa accountad

for the largest increasz in imporis frem 1973 o 1977.

ES
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While transportation infrastructure remains grossly inadequate, a
number of major transport projects financed under the GOS investment
programs should soon be completed. These include an upgrading of the
operations and handling capacity at Port Sudan, completion of a road
between Port Sudan and Khartoum, and the delivery,of 20 locamotives

ta increase the railway carrying capacity. Although these developments
will help alleviate the transportation constraint, continuing develop-
mental efforts and resources will be required to meet both existing

and future demands.

Power shortages and limited telecommunication facilities also constrain
development efforts in Sudan. At present, imported oil and hydro-
electricity -are the main sources of energy. In recent years Sudan's
increasing demands for energy have far outpaced supply and power
rationing has been necessary. Telephone communications are inadequate
and un;eliab1e, and availability of telex lines also falls far short
of needs.

3. Financial Crisis

a. Public Finance

Implementing the development effort described above
involved expensive investments in industry, infrastructure, and
jrrigated agriculture. From FY 1974 to FY 1979, development expen-
ditures supporting these programs rose from $ 125 million to $ 500
million equivalent. Recurrent expenditures outpaced revenue collec-
. tions over the period and many of the public corporations failed to
generate surpluses. As a result, development budget expenditures have
had to be financad entirely through domestic and foreign loans.
Recoursa to domestic bank financing increased from about $ 30 million
equivalent in FY 1975 to $ 370 million in FY 1977, and this has been
the main factor contributing to recent inflationary trends. Since
FY 1976, the consumer price index has increased at an average annual
rate of more than 25 percent.

b. Balance of Payments

The most immediate and severe problem resulting from
past deficiences in the management of the economy is the intensifying
balance of payments (BOP) crisis. From an average annual deficit of
$ 27 million during the period FY 1971-74, the current account
deficit rose to $ 487 million in FY 1975 (see Annex I Table 3).

Since FY 1975 the deficit has exceeded $ 400 million, with the
exception of FY 1976 when it declined to $ 250 million. The deficit
was near 3460 million in both FY 1978 and FY 1979.
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From FY 1971 to FY 1975 the relative share of cotton export earnings
to total export earnings fell from 62% to 37% and recovered to 62%

in FY 1979. However, over the seven-year period ending in FY 1978

the volume of cotton exports ceclined 36% (Table 4). Nevertheless,
because of world market price increases for cotton, especially after
1976, cotton export earnings were maintained at about US § 300 million
from FY 1975 to FY 1979,

Cotton earnings (Table 3) and production figures (Table 1) do not
necessarily parallel each other. Cotton is sometimes stockpiled
when world market demand slackens and, because of this, actual
export shipments of cotton have tended to be less erratic than
production. Thus, in addition to price increases, this helps
explain why Sudan has maintained a relatively high and steady

cotton export earnings level despite the substantial fall in produc-
tion.

xports of groundnuts, Sudan's second most important foreign exchange
earner, have also fallen in recent years. From FY 1976 to FY 1979
the relative share of groundnuts to total exports fell from 21% to

@. Actual earnings fell from $ 115 million to § 26 million.

This decline was partly in response to decreasing prices on the world
market; also the sharp 1978/79 decline reflected the negative

effects of the 1978 floods which reduced both the area cultivated and
yields. Other exports, particularly sesame seeds, have benefitted
from improved market conditions; and constraints to higher exports
have been supply, rather than demand related.

Imports averaged about § 1 billion between FY 1975 and FY 1977, rose
to § 1.2 billion in FY 1978, and declined moderately to slightly

over $ 1.1 billion in FY 1979. From FY 1974 to FY 1978 the proportion
of foodstuffs to total imports declined from 24% to 14% while the
share of machinery and manufactured goods rose from 41% to 57%. This
reflects purchases for the public sector's development programs (see
Annex I, Table 7). The share of raw materials (including petroleum
products and chemicals) remained relatively constant. Most of the
increase in the costs of imports from FY 1975 to FY 1978 were
financed by increases in unrequited transfers. These rose from

$ 101 million in FY 1975 to $ 257 million in FY 1979 and reflect
private transfers from Sudanese working abroad and remittances that
finagce imports under the nil-value license scheme (see Section

V.B.
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The deterioration in the current account began developing in FY 1975
when the volume of cotton exports fell sharply in response to

sluggish world market demand. At the same time, there was a steep
rise in the volume of imports reflecting the sharp expansion in public
investment during the mid-70s. Steep increases in import prices for
petroleum products and intermediate products also contributed
significantly to the increase in import costs.

In the ensuing years, export performance has continued to be poor
due primarily to reduced volumes of cotton exports. These lower
levels are attributed mainly to the bias in financial incentives
against cotton production and the reallocations of land from cotton
to wheat production in the major public irrigation schemes. High
import levels continued to reflect the substantial requirements of
the GOS to implement its ambitious development programs.

While import prices rose over the period, world market prices for
Sudan's principal exports, cotton and oilseeds, have risen more
rapidly. Therefore, the terms of trade have not been a factor in
the deterioration of the current account as in the case of other
developing countries (See Annex I Table 4),

Net disbursements from foreign loans and other capital inflows

have not been high enough to cover the current account deficits and,

as a result, there has been a severe drain on foreign reserves.

From the end of 1974 to the end of 1979, gross international reserves
declined from $ 125 million to $ 217 million. As foreign reserves

ran out, the accumulation of arrears on external debt repayments

became unavoidable. By the beginning of 1980, arrearages totalad about
'S § 1.6 billion.

A closer look at the export performance shows that earnings rose from
$ 430 million in FY 1975 to $ 527 (estimate) in FY 1979, or at an
annual average rate of 7%. The overall increase largely reflects
substantial world market price increases for Sudan's exports.

Export volume did not increase significantly and some items, notably
cotton, declined. Thus, despite the overall increase in earnings,
export performance fell far below potential due to the decline in
export volume. Further indication of this disappointing performance
is reflected in the proportion of exports to GDP, which fell -“rom

14% to 7% from FY 1971 to FY 1978.
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Net capital inflows declined from$ 424 million in FY 1975 to § 65
million in FY 1978. This was entirely due to a reduction in drawings
on foreign loans, as debt amartization remained at an annual average
of § 63 million over this period. Despite the reduction in drawings,
new commitments averaged over § 500 million, with bilateral govern=-
ment loans constituting over 50% of this amount. In FY 1979 the

net flow increased to $ 348 million due to disbursements from a

$ 300 million cash loan from Saudi Arabia, $ 38 million from the

IMF Trust Fund, and new commitments of about $ 300 million from

other sources.

Total disbursed and outstanding external debt rose from § 1.6

billion at the end of 1976 to $ 2.6 billion at the end of 1973 (see
Annex I, Table 12). Because of problems with project administration
and implementation, disbursements for project loans slowed down.

In the recent past, the o'erall maturity structure of the debt

has been shortened and this has contributed to repayment problems

and the accumulation of arrears.

4. Economic Growth: FY 1974-FY 1979 .

From FY 1974 to FY 1979, economic growth in real terms
averaged about 4-5% annually, but this growth fluctuated considerably.
For example, in FY 1978 the economy was estimated to have grown by
12%, but in FY 1979 the growth rate was close to zero. The
absence of growth for FY 1979 was due largely to (1) flooding which
caused declines in agricultural output, and (2) a considerable
slow-down in industrial growth because of shortages of spare parts
and raw materials.

Since the early 1970's, the share of agriculture and livestock in
GDP has remained at about 40%, while manufacturing's share has
risen slightly from 9% to 10%4. Commerce and finance grew steadily
over the period, maintaining about a 25% share of GDP. The

fastest growth sector has been government and other services, which
now accounts for about 15% of GDP.

C. Corrective Measures

By early 1978, the GOS realized that major changes in :
economic and financial policies were required to stabilize the economy
and stimulate long term growth. Major actions taken by the

Government to date include a revised development strategy, agree-
ments with the IMF, the negotiation of official debt relief and
rescggguling and implemented a major program in 1980 to increase
exports.

0
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1. Revised Develooment Stratagy

o Recagnizing the realitias of tne scsnemic sizuation zs
gescriced 1n the foregaing sections, tne GUS has reassasad .the
strategy of its Six Year Plan (SYP) ana adoptad a revised three-year
Public [nvestment Program (PIP) encempassing the foliowing stratagies:

a. ccmpletion of projects alreaay under implementatsion
as quicxly as possible;

b. renabtlitation of already ccmpleted (especially
export-arientad) projects wnose produczivity is
declining;

c. expansion of the natianal intrasiructure,
espectally power and transport; and

d. allecation of new soft loans ane grants to
1tem b. above and gap financing t0 itama. abave.

In contrast tu the SYP, the PIP provides tor a 163 lower level ¢f
investment and 2 neavier concentration of resourcas on transport,
telecommunications, and energy. Although salf-sufficiency in wheat
remains a majer goal of the GOS, the PIP will place particular
emphasis on increasing cotton and groundnut preduction, cormodities
in which Sudan has a greatar comparative advantage on world marks:s,

2. IMF Aaqreements

a. FY 1§79 Procram

' The GOS-has also-sougnt the financial and aavisery
aid of the IMF (Fund) to assist it in 1%s stabilization efrorss. In
dune (978, tne Gavernment signed an agreement with %he rund which
enabied Sucan to purcnase @ first credit tranche-in the amount of
SUR 30 million. Tne program under the agreement provided for a
devaluation oF the pound, cost restructuring in the agricultural
sector, iscal and menetary restraints, and limitations on external
borrowing and furtner increases in arrears cn extarnal payments. In
czmplianca with tnis program, tne GOS ook ihe Fsilewing actions:

- devaluation of the gound by 237 <n June 3, 1978;

-~ estaplishment of a prograssive grofiz sharing farmula
on cotion;

M
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E;“71mposition of 1and and wéfér charges on crops other
. than cotton cultivated on public irrigation schemes
(March 20, 1979);

-~ 2abolishment of export taxes on cotton commencing with
the FY 1980 crop; and S '

-- stated its intention not to increase théfprdeCéf}sf
price of wheat prior to July 1980, S

b. FY 1980-FY 1982 Program

Recognizing that the structural weaknesses in
production and in public sector finances would best be corrected in
the context of a medium term economic and financial program, the
GOS in March 1979 agreed with the IMF to adopt a comprehensive
program for the three years FY 1980-82. The agreement allowed
Sudan access to resources under an Extended Fund Facility in an
amount of SDK 200 million (about $ 260 million). The program is
essentially a continuation of the stabilization efforts started in
1978. Under the program, the GOS -agreed to the following:

-- to pursue further the restructuring of cost/price
relationships initiated in FY 1979 to ensure adequate
producer incentives in the cultivation of key crops;

-- to reorient cropping patterns in the irrigated public
agricultural schemes towards those crops in which
Sudan has a comparative advantage; and

-- 1o rehabilitate agricultural infrastructure and the
facilities used for the processing of commodities.,

The program also includes quantitative objectives such as an average
annual real growth rate in the economy of about 4%; limiting expansion
of domestic Tiquidity to about 17% per annum; reducing the rate of
inflation from 25% to 10% by FY 1987; and decreasing the current °
account deficit to § 400 million by FY 1982.

3. Payment of Arrears and Debt Relief

Debt relief and arrangements for the payment of arrears
constitute a major part of GOS stabilization efforts. At the end of
September 1979, arrearages totaled an estimated $ 1.2 billion
equivalent. Rescheduling agreements invalving approximately $ 400
million have been concluded with Paris Club leaders, and negotiations
for rescheduling are nearing completion with commercial bank
creditors. Earlier, in 1978, some debt relief was also provided
on_official debt by West Germany ($ 218 million), the UK. ($ 10
million), and the Netherlands (5 19 million).

il
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' 4;"'Export Action Program

In June 1980, the GOS began a major Export Action
Program (EAP) to bring about an increase in export production. The
program is focusiag on cotton, although groundnuts are also being
considered. The EAP is receiving major financial support through
program credits from the World Bank ($ 40 million) and the EEC ?S 2
million). These commodity credits are being used to provide
equipment and materials to improve the following operations: irriga
tion, land preparation, fertilizer distribution and pest control.
The program also includes action aimed at improving the timeliness
of sowing, harvesting and cultivation practices. This program, and
the GOS' other stabilization efforts, as described above, lend
optimism to the prospects for economic recovery over the next decad

D. FY 1979/80 Performance

Sudan's economic record for last year (FY 197980) was a
mixed picture, in terms of both performance and the government's
economic policies. Real GDP growth is estimated at about 2% _ o
camared to near zero in the previous year. This continui growth stemmed
from lower cotton yields (acrgage roseyfactionally) ’ msglndgégg ’ S
planting delays, continued distortions in the government's
incentive program, and inadequate rainfall. This latter factor alsc
reduced yeilds and output of groundnuts. However, higher prices
resulted in increased production of sesame, sorghum, and gum arabic.

The GOS made some progress in restructing the cost/price
relationships that have been negatively affecting agriculture by
partially eliminating discriminatory exchange rates against cotton
exports and by removing cottor export taxes. However, land and
water charges which were levied the year before on non-cotton
crops in the Gezira, and were expected to strengthen incentives for
cotton production, were not collected--primarily because of farmer
resistance.

In the monetary sector, curbs on domestic financing of the
government deficit reduced monetary expansion from 31 percent in
FY 1978/79 to 19 percent in 1979/80. As a result, demand prassures
eased somewhat and inflation slowed down during the sacond half.
The government deficit increased only moderately to SDKs 246 million
from 211 millian the previous year. This amounted to a decline
from 9% to 7% of estimated GDP. Revenue was up by 30% and
total expenditures by 23%, both somewhat below estimated nominal
growth in GDP. Pressures to cut current expenditures held the
increase to 18 percent while investment outlays rose by an
estimated 50 percent as disbursements of foreign development
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assisténce increased sharply. This together with the squeeze on
public credit generation caused more of the deficit (about 2/3)
to be financed from foreign sources.

Sudan's balance of payments remained under ‘considerable
pressure during FY 1979/80, still constituting the country's most
critical economic problem as the current account deficit increased
further to : 504 million from $ 458 million in 1978/79. Imports
were up by 18% over the year before, roughly one-half of the
increase due to higher petroleum prices, while exports rose by only
13% mainly from increased sorghum prices. Also, transfers rose
by 25% as a result of a higher inflow of worker remittances
(arising from the year earlier devaluation) and increased dis-
bursements of project and commodity grants from abroad. An expansic
of program type assistance accounted for much of the increase to
$ 509 million from $ 405 mi’lion in FY 1978/79 in official capital
inflows. Disbursements for infrastructure and other development
projects remained sluggish. Thus, the provision of increased
amounts of quickly disbursing program type aid turned out *o be
essential last year in bolstering Sudan's balance of payments and
heading off a dangerous weakening in Sudan's economic and financial
structure.

Another factor in the increased net capital inflow was
the debt relief obtained during the year from "Paris Club" members ,
plus additional postponements of debt service payments to
commercial banks. In November, 1979 an agreement was worked out
for the rescheduling of all principal and interest arrears on debt
to "Paris Club" members as well as a substantial proportion of
debt service payments falling due between October 1979 and June
1981. Also, negotiations were begun and now appear to be nearing
completion with commercial creditors on a similar type arrangement.

The IMF provided some additional short term balance of
payment relief to Sudan during FY 1979/80 by easing the terms of
1ts 1979 agreement to permit Sudan to draw the fuli SDR 75 miilion
(approximately $ 100 million) intented for the first year of the
SDR 200 million Extended Fund Facility (EFF) which it otherwise
could not have done for failing to meet the original terms, (IMF
support to Sudan of all types totalled about $ 200 million during
FY 1979/80)

E. Economic Prospects

Sudan's considerable economic potential can be realized
only if present formidable obstacles are overcome--primarily a
restructuring of the agricuitural sector, expansion of exporis,
and reduced reliance on imports.. This continues to be a slow



process and much remains to Be done. Some difficult steps have
already been taken by Sudanese authorities, as described previgusly,
in the areas of exchange rate reform, administered pricing policies,
domestic credit Timitations, curbs on growth of ordinary expendi-
tures of the central government, and the start toward restructuring
the agricultural sector. Most recently, in September, 1980, the

GOS expanded the range of commodities that can be sold in Sudan‘s
"narallel” market (1 spr = § 1.25, compared to the official rate of
$2.00 which, in effect, | copstitutes a further devaluation of

the Sudanese pound. 1In February, 1980 increased cotton acreage

for this year's crop was announced and in June additional incentives
for cotton production such as cash payment on delivery of cotton,
advance pricing, consolidation and rescheduling of farmers' debts

to state agricultural organizations, and changes in the cost/price
structure of irrigated crops for next year (with IBRD advisory
services). Cotton output (but not exports) is expected to increase
by 20 percent this year, partially in response to these measures ;
also, adequate rainfall this vear will help increase output of
cotton as well as other crops,

A start has been made on tax reform. Development policy
emphasis is to shift toward the completion of existing projects and
rehabilitation of existing ones, plus removal of infrastructure
bottlenecks which have plagued the nation's economic growth and
development efforts in the past. Constraint will continue to be
exercised in fiscal matters, and the credit squeeze will continue.

Although some benefits from the above and earlier actions
will occur fairly quickly, Sudan's most critical problem at present--
its balance of payments crisis--will deepen over the short run, as
described below, and recover only gradually over the next several
years as corrective measures and Sudan's positive Tonger run
development efforts taka hold. Thus, with sustained financial support
from abroad, Sudan’s long term economic prospects appear very
favorable considering the country's vast development potential.

Future agricultural production should expand as pricing
and tax changes gradually take effect. The first phase of the
Rahad Scheme (160,000 acres) is rapidly coming into production and
this also should help boost cotton and groundnut production for
export. By the early or mid-eighties three large sugar factories,
now in various stages ¢f development, should begin producing
sufficient quantities to cover domestic needs and to sell abroad.
Modern livestock investments beginning now will also make contri-
butions to export earnings within a few years,
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F. FY _1980/81 Financial Qutlook

~ As previsouly indicated, corrective measures alread
undertaken or planned by the GOS do Tittle to relieve Sudan‘s con-
tinuing critical balance of payments problem in the short run.
Moreover, the problem has been further aggravated by avents largely
beyond the control of the GOS. Also, domestic fiscal and financial
sectors remain under severe pressure despite tough measures
undertaken by the GOS, some of which have heen extremely difficult
politically.

In the fiscal area, the central government's deficit is
estimated to increase again this year to ahout SDR 5Q0Q million

from 346 million in FY 1979/80, Revenues are projected to rise by
20 percent, mostly from non-tax sources although some minor tax
boosts will 1ift tax revenues by about 7 percent. Planned
conversion of most excises from specific to ad valorum will come

too late in the fiscal year to benefit revenues, Total expenditures
are budgeted to rise by 29 percent with the greater part of the
increase in current expenditures. Although part of this apparent
slippage in government austerity stems from revaluation of

imported items at the new lower (parallel) exchange rate, the

costs of subsidized petroleum prices remains a real problem. The
propertion of the deficit financed from abroad is expected to rise
again this year--to 75% of the total, compared to 68% in FY 1979/80
and 47% in the previous year. Overall credit is expected to expand
by about 22% but is to be carefully controlled to allow greater
increases to the private sector for increasing output. As

indicated above, domestic financing of the central government deficit
will shrink further this year,

Primary concern, however, centers on the exnected further increase

in Sudan's balance of payments gap during FY 1980/81, with the
current account balance expected to reach approximately § 750
million, compared to $ 504 million last fiscal year. Total exports
will be down by $ 100 million, with a major decline in cotton exports
(from $ 331 million to § 180 million) more than offsetting increases
among Sudan's other principal exports. The decline in cotton
continues to reflect last year's production loss from pest damage,
delayed planting, and inadequate rainfall. The rising cost of
imported commodities will 1ift the import total by 12% to ahout

$ 1500 million from $ 1340 million last year. The projected increase
for petroleum alone will be about $ 110 miTlion. In addition, interest
costs are likely to increase By over $ 100 million with interest
payments due to resume on the official debt to "Paris Club" members
rescheduled last year, Moreover, the indicated gap assumes new
balance of payment relief through a debt rescheduling agreement with
conmercial bank creditors expected to be reached shortly,

(0
-



Foraign financing already negotiated or expected to be made ayatlable.
should cover almost $ 45Q million of the $ 750 million deficit,
including the proposed 3 40 mi1lion CIP loan from the U.S., leaving
an unfinanced gap of around $ 300 million. In view of the GOS's
corrective efforts and its contTnuing cooperation with the IMF, the
IMF 1s likely to agree to a recent GOS request to augment the
existing three year Extended Fund Facility (EFF) from SDR 200
million to 427 million.. This should contribute SDR 175 million
(about § 230 million) toward filling Sudan's FY 1980/81 balance of
payments gap. In addition, the Fund has basically accepted the

‘G0S position that FY 1980/81 is an export "shortfall" year, invalving
factors beyond the control of the government, and is expected to

continue into FY 1981/82, although hopefully they will ease some=
what from the extremely precarious FY 1980/81 situation. Exports

can be expected to recover as the negative short term effects of

last year finally dissipate and the beneficial effects of recent
restructuring actions by the GOS begin to be felt. However, rising
prices will continue to Push up Sudan's import bill, and interest
payments on external debt will rise sharply. Thus, the current
account deficit may still remain in the $ 700-800 million range.
Beyond FY 1981/82, however, the improvement should be steady as

the longer term effects of structural reform and expenditures on Sudan's
overall development program start to take hold. Much will depend on
the GOS's determination to sustain the present climate of economic and
financial reform.

G. Other Donor Assistance

The donor community consists of some 6Q members, including
25 bilateral donors, 15 non-government organizations, 4 multilateral
organizations, and 12 agencies of the UN family, The Arab bilateral
and multilateral donors provide several hunderd million dollars a
year and are the largest contrihutors., The World Bank, with an
annual program of about § 70 million, is the largest Western donor,
with the EEC, Federal Republic of Germany, and the Netherlands all
in the $ 20 to $ 40 million a year range. The UK nearly falls 1n
this category as well.

In 1979, the UNDP estimated that technical assistance totaled about
$50 million on an expenditure basis. Total obligations were over
3 100 million. About 40% of the technical assistance provided
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supports the agricultural sector, with transportation, communicafion§; 

education, and health next in importance.

A number of donors also provide commodity leans and grants or other
financing to ease Sudan's balance of payments problem. Saudi Arabia
is the principal donor providing program-type support. In 1978, the
GOS signed a $ 300 million loan agreement with the Saudis. Other
major donors providing balance of payments support to Sudan in 1980
were the Islamic Bank, France and Germany. The Paris Club of
western donors also provided direct balance of payments aid

to Sudan by agreeing at theijr November, 1979 meeting to a major

debt rescheduling. This is estimated to provide approximately § 100

million relief annually to Sudan over the next few years.

To date, commodity assistance programs announced for 1981 tota] about
$ 84 million. This includes assistance from the World Bank, $ 40
million; the EDF, § 22 million; and the Netherlands, $ 22 million.

The consultative group for the Sudan, representing a1] major, Sudan
aid donors, held their fifth meeting April 9-11, 1980, in Paris
under the sponsorship of the IBRD. There was general recognition
of Sudan's need for continuing external assistancs over the medium
term, increasingly in the form of quickly disbursing balance of pay=-
ments, aid with an implicit commitment of support somewhat higher
than typical annual levels of the past. ’
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v . Market Analysis

| A. .Import Community

1. Private Sectér

2,000 private importers are registered with the GOS'
Ministry of Cooperation, Commerce and Supply (MCCS). However, it is
expected that grant proceeds earmarked for private sector use will
be made available mainly for importers -operating in the industrial,
agricultural and transportation sectors. In the industrial sector,
major private industries include cement, spinning and weaving,
petroleum refining, chemical industries, wooden and metallic furniture,
electrical equipment, 0ilmills, tobacco, beer, beverages and alcoholic
drinks, Private importers in the agricultural sector are primarily
engaged in supplying tractors, spare parts and Farm implements: The
most significant importers in the transportation sector are the truck-
ing firms, which are expected to Buy vehicles, spare parts and some
material handling equipment. -

2. The public sector consists of the Central Government,
Tocal government at the provincial and regional levels, and numerous
parastatal enterprises. The latter, in particular, play a major
role in the economy by providing such services as transportation,
water supply, and electricity. In addition, they dominate the modern
agricultural sector and control the marketing of major export crops.
To facilitate fast disbursement, the Ministry of National Planning
(MONP) has tentatively allocated grant proceeds to just a few public
entities -- mainly the Ministry of Agriculture, Sudan Railways
Corporation, and the Mintstry of Cooperation, Commerce and Supply.

B. Import Statistics

. Import statistics by major commodity categories. (1974-1978)
are presented in Annex I, Table 7. Table 8 is also included to pro-
vide a more detailed breakdown, As Table 7 indicates, imports in
recent years have consisted largely of machinery and transport equip-
ment (40%), foodstuffs and tobacco (13%), and raw materials including
petroleum products (12%). Table 10 presents a detailed listing of
imports from the U.S. ‘The more significant commodity groups on this
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Tist include wheat, insecticides; excavating, leveling and boring
machrinery; prefabricated buildings; communication equipment; and
agricultural machinery,

The above statistics represent only {hose commodities purchased with
GOS-owned foreign exchange. In addition, there s a substantial
quantity of goods imported under a "nil value licensing system"
designed to attract foreign exchange remittances from Sudanese work-
ing abroad. Under this system, foreign exchange is oBtained from
overseas Sudanese and {s used for importing a large number qf consu-
mer gaods, raw materials, spare parts, and industrial goods, The
value of these imports plus direct private transfers totals about $30C

mi1lion annually,

Imports are brought in at the official exchange rate of Ls | = U.S,

$2. At present, though, the black market rate S about Ls 1 = $1.10.

This reflects the scarcity of goods and unvailability of foreign
exchange,
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CVI. Grant Administration and Implementation -

A. Key Administrative Entities
1. g0s

The major GOS entities responsible for implementing
and administering the grant will Be the Ministry of National Plann-
ing (MONP), the Ministry of Cooperation, Commerce and Supply (Mccs),
and the Bank of Sudan. The MONP will allocate tRe grant proceeds
and will have overall responsibility for grant administration. The
MCCS will establishe GOS import controls and will issue trade requla-
tions as required to support the program., It will also Be respunsible
for issuing import licencses. .The primary role of the Bank of Sudan
will be to manage the special account for counterpart generations.

2, A.L.D.

A.1.D, will adminfster ‘the program through a Supply
Management Officer under the dirction ‘of the USAID Director and in
cooperation will support offices in A.1.D. Washington. The Mission
Supply Officer will be the principle focal point for all matters
pertaining to policy procedures and implementation on the Commodity
import Program. The Supply Officer is responsible for quiding and
advising host country officials and businessmen in the proper and
effective use of Commodity Import Program funds. He develops pro-
cedures that conform to AID requirements and facilitate loca] govern-
ment and business procurements. He estadlishes contacts within the
government and Business/financial community to both promote and proceass
purchases using Commodity Import Program funds. The Supply Officer
exercises judgement and good business practices to assure that the
often conflicting demands of AID and the local government are resolved,
The Supply Officer is also responsible for maintaining appropriate
Mission internal procedures for Grant documentation and control,

B. A.I.D. Import Procedures

1. Procurement and Financing Procedures

Procurement and financing procedures under this CIP will

be those set forth in A.I.D. Regulation 1. A review of g0S purchasing
practices indicates that public sector procurement will include a mix-
ture of formal competitive Bidding, negotiated solicitations and pro-
prietary procurement. The financing of public sector procurement

will be through letters of commitment (LACOM), Direct letters of
commitment will Be fssued for large purchases involving only a stngle
supplier,
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- For private sector procurement, normal commercial trade practices will
~ De used similar to the negotiated procurement provisions of A, I.D.
Regulation 1. Financing will be carried out through a single L/Com.
The selected U.S. bank will Be authorized by the Approved Applicant
(Bank of Sudan] to accept letters of credit issued by one or more

of the eleven (six public and five foreign) Sudanese commercial Banks
serving the private sector. The Rank of Sudan will control individual
bank participation through its approval and assignment of foreign
exchange to individual banks.

2. Eligidle Commodities

. Commodities eligible under the A.I.D. Commodity Eligibility
Listing (1978 as revised] will e eligible for A.I.D. financing and
will be included in all Commodity procurement Instructions. However
commodities financed will be determined largely by the allocations
made by the Economic Group and transmitted to A.I.D. by the Ministry
of National Planning. The Ministry of National Planning has trans-
mitted an indicative listing of allocations for the FY 8] CIP agree-
ment. Public sector purchasing will be limited to agriculture equip-
ment sucfl as cotton harvesters (pickers and strippers) and cotton
planters; and spare parts and equipment for the telecammunications
electrical distribution sectors. The private sector will participate
in the CIP with purchases of tinplate, pharmaceuticals, spare parts,
chemicals, mi11ing equipment, tallow and rice;. Two Arabic Lanquage
newspapers will also purchase newsprint,

The Ministry of Cooperation, Commerce and Supply in coordin-
ation with the Ministry of Industry has existing guidelines that
prohibit the use of GOS foreign exchange resources and foreign aid
funds for importing Tuxury goods, non-essentials, household apnlances
and consumer goods narmally considered ineligibie under A.T1.D.
eligibility criteria, Review of these procedures and their actual
application to the past CIP program have revealed that they are
extremely effective in combination with the additional requirment on -
CIP Buyers that a separate import licence must be approved for each-
CIP Funded Import.

3. Procurement Restrictions/Limitations

This grant will Be restricted to Code 941 source and origin
for commodities and related incidential services, U.S. flaq vesse]
service to Sudan is supplied by two U.S. vessel operators, one on an
Tnducement basis and the other providing monthly Lash and Charter
transportation. Because of the relatively small U.S. vessel participa-
tion in U.;S. to Sudan ocean transportation, U.S. vessels may not always

%



3

. be available. Therefore, it will be necessary to issue a source waiver
with a value of up to $500,000 to permit CIP funding of Code 899 vessel

freight service when U,S. vessels are not availabie. The Sudanese flag

1ine does not provide cargo service between the Y.S, and Port Sudan.

Local agents are not required by Sudanese regulation. Thus, there is
no conflict withA,I.D. Reguiation 1 requirements that U.S. supplters
may sell direct to importers. All proyisions of A.I.D, Regulation 1
regarding commodity eligibility review, price eligibility, and both
prior review and post audit will apply to all transactions,

. 'Disbursment Period

The grant‘s Terminal Disbursment Date (TDD) will be 24
months from the date Conditions Procedent are met. Recognizing an
urgent need to provide Balance of payments support, efforts are made
‘By- the Sudanese authorities and USAID to. channel A.I.D, funding into
short leadtime, large value procurements., The bulk of the grant will
be committed to individual purchases in the first 12 months. . There
will be some small value equipment and spares purchases for public
sector that may take longer than 12 months to identify appropriate
U.S. procurement specitications tfrat match- Sudanese performance
desiyres., . Additionally, there are some elements among the present -
allocations, such as miiling equipment and spare parts that normally
fave long leadtimes after purchase for full completion of all ship-
ments, These or similiar items may require extansion of the TOD %0
ensure final delivery and payment to suppliers for committed but
und{sbursed funds,

8, Pdrt Clearance and Inland Jransportation

Sudan Mas a critical problem in Both port clearance and
™nland transportation of all but the highest priority imports. This
_problem will not Be resolved within the next few years,

The present port situation is partially the result of a lack of .
cargo frandling equipment and reliance on railroad freight cars botir
within the port and for inland transportation. [t will be approxi-
mately one year Before the present World Bank Port Improvement
project is completed. It will also be about two vears before the
railroads can measurably increase the number of locomotives, the
element most necessary to increase rail tonnage mevement out of the
port area.
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A.1.D. will apply the standard 90 days port clearance requirements
and the 12 months utilization period requirement, These, with con-
-stant followup and pressure on both buyers and transportation offic-
ials, may serve to expendite the movement of A,I.D. financed cargo,
At present, there is an extremely large Dacklog (estimated at 150,000
to 200,000 metric tons) of GOS public sector project cargo awaitina
inland transportation in holding areas outside the port,

E. Arrival Accounting and End-use Monitoring

At present tke GOS has an arrival and carge clearance unit
established at Port Sudan for many, but not all public sector imports.
This office serves as a "Customs Broker” and forwarding agent for the
public sector. In addition, many public sector agencies have their
own representative office a Port Sudan that s charged with expidi-
ting their own organizational cargo through the port and on to inward
transportation. The Ministry of Cooperation, Commerce and Supply also
maintains its own cargo accounting unit at both the port and Khartoum
for monitoring imports within the Ministry's concerns,

There has not been a need on the previous CIP grant to
establish any added GOS monitoring capability. The public sector
allotees under th FY 80 CIP have been highly interested in receiving
and using their A.I.D. imports. As the volume of arriving cargo
increases, there may be a need to establish an monitoring unit outside
the GOS. In this respect, USAID has held discussions with two foreign
freight forwarders active in the Sudan. Cne of these, an American
corporation joint venture with a Sudanese freight fowarder fras indica-
ted that i the need arises, an agreement funded in lTocal currency can
be established that will suit the needs of A,I.D. in the areas of
arrival -accounting and port clearances. .

For end-use monitoring, the utilization of A,I,D. financed
imports within 12 months of clearing the pert! USAID/Sudan will carry
out inspections and evaluations, as required.

, The Bulk of the FY 81 CIP is directed toward the private
sector. Private importers use either their own personnel or employ
.an established fowarder at Port Sudan to receive, clear and transport
their imports. The private sector's clearance rate in non-AID founded
imports is considerably better than the public sector. It is not
anticipated that the private sector will have an inordinate delay in
either removing or using CIP funded imports, Again, if probiems do
develop, USAID/Sudan can employ the American fowarder mentioned above
to monitor cargo arrivals and customs clearances, '



1.

38

Import Controls

The MCCS is responsible for establishing and implementing

an annual (July 1 - June 30) import -policy in coordination with the
Ministry of Finance, the Bank of Sudan, MONP and various other govern-
mental units. The annual policy consists, essentially, of estimates

of types and classes of imports, estimates of foreign exchange require-
ments, and a Balancing between anticipated needs and anticipated
purchasing power (foreign exchange availability).

Import Ticensing approval, a control against exceeding specific annual
quotas and foreign exchange availability, is shared between the MCCS
the Bank of Sudan and Ministries having National jurisdiction aver a
specific economic sector. For the pubiic sector, impart approval
depends mainly upon whether the import s included in an approved for-
efgn exchange budget and forward exchange is available, For the
private sector there is a more elaborate system consisting of annual
quotas, usually by commodity, but sometimes by trade protocol or
country of origin, and occasionally by importer,

2,

Licencinag Systems

There are three licensing systems currently operating.

a. The "Onen General Licensing System" (DAL} permits
unrestricted or restricted imports of any commodity or
product. Limitations and: classes of commodities or
products change frequently and are dependent unon deci-
stons of the governing “Economic Group" chaired hv the
Minister of Finance and National Economy .

b, A new version of the old “Consultatton System" (CS)

whereby import licences for a specific purchase are
ssued in accordance with guidelines provided and
administered by the Ministry of Cooperation, Commerce
and Supply.

¢, "Special” Import Licences issued by the Ministry of
Cooperation, Commerce and Supnly for either a class
of commodities or a soecific ourchase when funding
of international payments is not a demand aon £0S
owned resources, It is this system that is used for
all Commodity Import Program purchasina. It permits
the Ministry to both monitor grant imnlementation
beyond the purchase order stage and to control allo-

cations. VL%;l/



3. GOS‘A110catfon and Control of CIP Funds

Specific dolfar amounts will be allocated by the MONP to
1ndividual governmental units and a single dollar amount for specific
commodities will Be designated for private sector use. Control of the
A.I.D. foreign exchange accounts/allocations will Be maintained by the
Ministry of Cooperation, Commerce and Supply in coordination with
involved Ministries, which is responsible for approval of the G0OS import
licenses. ;

Actual disbursement of any funds will be dependent upon the U.S.
Supplier providing a full set of payment documentation, including
both the Form 11 (Commodity and Price Eligibility Approval) and

the A.I.D. Supplier's Certificate attesting to compliance with a
number of A,I.D. regulatory concerns, when couped with eyidence

that the cargo has actually been siripped. Concurrent follow-up

by both USAID and the importer concerning arrivals will match recei-
ved goods with paid shipments. This will assure that CIP financed
commodities are received and, ultimately through end-use checks,
that the commodities are placed into use for the benefit of the

economy.

e ]

G. Iholémentation Schedule and Pipeline Analysis

1. Implementation Schedule

Noyember 1980 Agreement signed

January 1980 Condition Precedent met

January: 1980 First letter of commitment
Tssued

March ' 1981 First shipments made

April 1982 Grant fully committed in

purchase letters of credit
| or direct letter of commitment
March- 1983 Probable final shipments
Aprii 1983 Probable final disBursement

2. Pipeline Analysis:"

. Presented below s a procurement/disbursement (pipeline]
analysis based on the MONP‘s tentatively proposed purchase~a?10cations;

Cumulative Purchases and Disbursemant (US $ MILLIONY

Apr July Oct Jan Apr July Nt Jan 4pr
81 81 81 82 82 82. ) g3 - 83

ml
()

Purchase .. e _ ,
rders  11.0 21,0 33%0 ° "35.0° 3800~ “40.0 .. = . -

c e - e

‘-

Hsburse= 334" 2730 "HG .0 g 36,0 V0 38.0. 40.0




VII. Prior Commodity Import Program Resu1t$7;

a. Background

There has bBeen one prior Commodity Import Program
to the Sudan since relations resumed in 1974. In fiscal Year 1979,
a $50 million CIP was proposed for FY 1980 and $40 million authori-
zed on December 27, 1979 under authority contained in A.I.D.'s FY
1980 Continuing Resolution. A Grant Agreement was signed between
the GOS and A.I.D. on December 31, 1979 for the full $40 million.
Conditions Precedent were met March 24, 1980.

b.  Progress

Progress on the FY 1980 CIP has been excellent,
reflecting both the critical need for foreign exchange and GOS
desires to take full advantage of available resources. Alloca-
tions of the $40 million were completed promptly. By the end of
the fiscal year (six months after Conditions Precedent were met),
all funds were covered by Financing Requests: $35,547,701 (89%
of Agréement) had been committed; $25,081,701 (63% of Agreement)
was in completed purchases and $7,115,701 (18% of Agreement) was
disbursed and the items in use in the Sudan. $14,918,299 (37% of
Agreement) remains for purchases that are planned, identified and
in various stages of preparation.

i{
‘\_}\.__.‘



L. Implementation Schedule

February
MARCH
April
June
April

March
April

1981
1981
1981

1981
1982

1983
1983

Agreement Signed

Cordition Precedent met

First Letter of Commitment
issued

First Shipments made

Grant fully committed in
Purchase lLetters of Credit

or Direct Letters of Commitment
Probable final shipments
Probable final disbursement.
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¢. Allocations
FY 1980 CIP allocations are as follows:

Item ~fﬁﬁ6uhf' Status

Wheat and wheat flour $10 million Purchased
Wheat seed 1.7 Purchased
Cotton Lubricant 1.2 Purchased
Cotton bale straps 2.4 Purchased
Cotton harvestors 3.3 Purchased
Locomative Spares 1.4 0.3 purchased
Tallow (for soap) 13.0 6.1 purchased
Tinplate (for canning), 1.6 in process
Industrial Chemicals 2.0 in process
Newsprint 1.6 in process
Tractor spare parts 1.0 0.1 purchased
Rural Water spare parts .3 in process
Various seed and other g

small items ' W5 in process

Total --$40,0 mi1lion -

~ d. Future

The future for the FY 1980 CIP consists of $14 million in
purchases in progress. There s a small element of about $750,00Q
to $1'million in funds that are currently allocated but may be excess
to the allottee’s needs. These are planned for re-allacation in the
first 3 months of 1981 to items and allotees that have priority needs
for relatively small purchases. The bulk of the FY 1980 CIP remain-
ing "in process™ consists of $6.9 million planned for a single tallow
purchase in NovemBer/December to coincide with supply needs of the
soap industry. Delivery and disbursments will be spaced over a 3-4
months period following purchase. In addition, the Sudanese are
holding an October 1980 IFB for over §1 million in newsprint for local

41y
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newspapers and about $1.8 million in industrial chemicals and
tinplate for the private sector is being prepared for announce-
ment to U.S. suppliers by AID/W. Slowest moving items appear

to be spare parts. These are relatively simple to purchase yet,
for large equipment such as locomotives, have extremely. Tong
production leadtimes and final delivery estimates. These types
of spares have been averaging over 12 months in supplier estima~ -
ted delivery periods. The majority of Agreement funds will be
disbursed well before the present Agreement Terminal Disbursment
Date of March 24, 1982. However, there will Be a need to extend
this date for a few purchased, yet undelivered items in tie spare
parts area. '

e. PriQate and Public Sector

The FY 1980 CIP contained allocations to Both-private
and public sector endusers. There is no commodity under the FY
198Q CIP that is being imported for commercial resale except
wieat and wheat flour ($10 million) that is purchased by the
Ministry of Cooperation, Commerce and Supply and resold at con-
cessional rates to private millers. and bakers, The Sudanese
Government does not own or participate in flour milling or bak-
ing. A1l other FY 1980 CIP items are purchased By tfre enduser
or a "group leader" acting on behalf of several endusers, Private
sector participation is about $15.4 million (39% of Agreement),
omitting wheat and flour. The private sector elements directly
benefiting from the FY 1980 CIP are soap manufacturers (26 compan-
ies), food canners (2) and textile mills (3). Public sector para-
statals benefiting directly are two government farms (Rahad and
Gezira); several public cotton gins (Tubricants to improve ginning
of white fly contsminated cotton and cotton bale strapping); one
public textile mill and one nationalised food cannery two public
newspapers (newsrrint] and several government farms receiving
agricultural equipment spares. Central government participation
has been limited by the GOS to wheat seed for propagations v
equipment spares for Rural Water Authority and spare parts for the )
Sudan Railway Corporation, '



VIII. Other Considerations

A.- Impact oun U.S. Balance of Payments

" Except for inland transport costs eligilie sor runaing

under A.I.D. Geographic Code 899 (See Annex VII), all commodity procura- -

ment wlll be limited to A.I.D. Geographic Code 941.

A long-term positive impact on the U.S. balance of payments is likely,
as U.S. suppliers and exporters reestablish old trade relationships
and create new ones. User satisfaction for U.S. equipment, existing
and new, should also be enhanced due to the greater availability of
U.S. spare parts made possible by this grant. Long-term benefits can
be expected as a result of followup commercial orders.

As an indication of the grant's potential impact, Sudanese imports

from the U.S. in 1977 were about $40 million. This grant will enable
U.S. exporters to expand significantly the range and magnitude of
commodities exported to Sudan. It should also increase the market share
of U.S. suppliers in the areas in which they are already active. Trends
in Sudanese trade with the U.S. and other major suppliers are presented
in Table 9. At present the U.S. accounts for about 10% of Sudan's total
imports.

B. Counterpart Generations

Under GOS budgetary/financial proceduras, couterpart will
be generated by both public and private sector importers. The Bank
of Sudan will establish a separate account for the counterpart gen-
erated and importers will deposit their counterpart when the foreign
exchange is disbursed. Use of the counterpart will be determined in
consultatiqn between USAID and the GOS. .

A probable use of the counterpart will be to meet the public s .
costs for port clearance, duties and inland transportation
costs for CIP goods. Costs for other public sector goods at Pors:
Sudan whose movement could be facilitated may be considered also.
While most public sector importers have sufficieant Ffumds in approved
budgets for these costs, these budgets are often unfunded because of
insufficient govermment revenues. However, they virtually never
have sufficient funds available to finance road hauling, which runs
two to three times as much as rail transport to remote areas and 70
percent higher than rail costs on parzileling all weather roads.
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Another possible use will be tapay éfpriVate'firmjéét%ﬁéffﬁ?RorffSudah
to conduct arrival accounting functions and expedite inland transportation.
USAID does not have the necessary staff to perform this function itself.

C. Internal Financial Effects

The counterpart expenditures should not have an inflationary fmpact
more than otherwise, as they will only be spent for items already in
the Development Budget of the GOS, To the extent budget provisions
have not been allowed for commodities financed under the CIP program,
reallocations will be made such that quantitative targets established
under the stabilization program are maintained.

D. Use of U.S. Government Excess Property

Given the nature of the items the Sudanese are interested
in purchasing, it is unlikely that U.S. Government excess property
would be appropriate for financing under this grant, However” USAID
will review the possibilities for the financing of excess property
under the grant. -

E. Relation to Export-Import(Ex-Im) Bank Credits

The Ex-Im Bank currently has an exposure in the Sudan of about
$20 million. This total includes $16 million in project loans and $4
million in guarantees and insurance, Past delinquencies of $2.7 million,
which caused suspension of further supplier credit activity for Sudanese
purchases, were rescheduled early in 1980, Ex-Im activity toward in-
creased exposure is to be determined subsequent to a review of the
Sudanese 2b11ity to meet present rescheduled debt commitments to Ex-Im.

" There have been twa small Foreign Credit Insurance Associa-
tion' (FCIA) loans completed in 1980 that were Based upon long pending
past acceptances. However, there has been nothing new considered for
1980, The CIP grant for FY 1981 will complement, nat conflict, witir
Ex-Im Bank activities.

F. Relation to Overseas Private Investment Corporation (OPIC)
Program

. OPIC, an agency now under the authority of IDCA, was eStabii34
~hed to promote U.S. private investment in deve]oping countries By making.

>

U
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loans to overseas ventures and providing insurance against war, currency

inconvertability and expropriation. For Sudan, OPIC emphasizes trans-
portation and agricultural projects.,

Before 1979, OPIC had issued four insurance policies covering
$12.5 million in investments in the Sudan. During the period 1979-1980,
additional QPIC coverage of 320 million was issued for activities in
transportation,

This CIP grant should complement OPIC’s increased activity
in the Sudan. ' ,



IX. Recommendations

It is recommended that a grant to the Government of the Democratic
Republic of the Sudan of forty (40) million dollars ($50,000,000) be
authorized for financing the importation of selected commodities, commo-
dity related services, and other services as described below.

A.

Terms and Conditions :

-~ Procurement will Be restricted to A.I,D. Geographic
Code 941, except for procurement of transportation
services valued at $500,000 from Code 899 countries
as justified in Annex VII of the PAAD:

-~ commodities procured under this grant may not be

used in the production of palm o0il, citrus, or
sugar products; and

-- such other terms and conditions as A.I,D, may deenm
advisable. S :

“Authorities

Approval is given USAID/Sudan to:

-- sign and issue implementation letters and Commodity
procurement Instructions under this grant; and

=~ delete the usual minimum transaction value of $5,000.
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. ANNEX T

STATISTICAL TABLSS .

~31f§udin- Supply and Use of. Cst cn Lint 1973/74‘e\1978/79
.ffArea PTanted and Output of Major Noncotton Crops 1073/7'

Sudan: Balance of:Paymehts3'1373/76'- 1986/815

Sudan: Export Indices, 1970-78

Gross Reserves and Net Foreign Assats, 1976-7¢
Composition of Exparts, 1975/75 - 1379/80

Imports by Category of Commodity, 1974-79

Imports by Commodity, 1574-1579 (Detailed Breakdown? _ 

Percentage Share of Sudan's Main Suppliers in the
Total Value of Imports, 1971-1879

Sudan: Imports from U.§., 1977

Sudan: External Debt, 1975.1979
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Table 1 .
e Y
,»Suﬂan.f Supply and Use of Cotton Lint, 1973/74-1978/79
o (In thousands of bales)

1973/74 1974/75 1975/76 1976/71 1977/18 1978/19

Total supply O 1,416 1,933 1,504 1,127 1,265 1,133
Opening stocks (Harch l) 364 680 18 845 403 °JTT§ '
Production 2/ 1,052 1,253 1,176 502 782 1,008 ¥/

Total Uuse 136 1,515 567 644 150 953 3/
Export sales 660 T.4434; S04 5/ SOF T‘b7u 853 &/
Domestic consumption 68 72 - - 63 63 100 3/

Ending uncommitted slocks , S
(February 28) | 680 118 545 483 N5 180 ¥/

Memorandum {tem: - - |
Export shipments durlng T T o i
flscal year 909 596 ',I;IOB“Tfjfﬁ]ﬂzi;{f;;pzl;“*’§15]9§jﬁ

Sources: Cotton Public Corporatfon and Bank of Sudan.

1/ A1l years refer to marketing seasons which normally extend from March to Februury wlth thei;
exception of the 1975/76 marketing season which was opened June 1, 1975. i

2/ Production from the preceding growing season (July-March) which 1s available fbr
use from March of the inltial year indicated.

3/ Estimates

4/ Sales during a 15-month period (March to June)

5/ Sales during a ulne-month period (June to March)

6/ DBerived as a residual :

o



TADLE 1

STATISTICAL P:ZITICY OF SULALESE COTTON

{ TN THOUSAHD BALES )

. ) 7 9 B
1973 |-1974 1975 1976 1977 1978 1ST. 2uD. 3IRD. 4TH. 1979
QUARTER | QUARTER | QUARTER CUARTER '
L '~.—————
IGTSL SULILYs 1,532 1,370 | 2,102 1,192 | 1,59:0) 1, su0 1,565 1,265 ] 1,565 | 1,568 | o ne-
Stocks Leld with kroduce:s p | ! . .
at the Beginning ol the year 51 lZIl' blul/ bdll! 514 154 2191A 2191/ 215k /191/ ',91’
Stceks held with Exporters
at tne beqinning of the year 142 204 323 554 24: soe 6C9 699 €09 660 fra
N
PROLUCTICH OF unlcn: 1,039 § 1,239 | 1,160 512 814 | 1,027 737 137 13 737 139
Lons staples n32 1,609 920 418 L01 560 241 341 141 311 Al
HcdiuT staples 169 212 212 132 300 140 360 360 e ICw ! 329
snortisraplces 14 16 20 25 33 27 25 25 23 Y A
Cthers - ¢ - - - - - - 11 11 11 11 Loy
B 2 . e
. ' i by . s . 1%
iales ] 945V 1 { 7))t Lr,e7) ] (T 2,122 1 (1,217) | ( SS)Y O 286 | U osL3p g %7 Wdl)
01t (Shiﬁﬁeu:s) 1,203 49¢ 762 9% ©64 690 ic? 21 19z 376 asg
Ldcal us. ’ 63 B7 77 2 uh 39 - - e 1o O
STOCKS A S e
Stucks held with Exporses - ) T : o i o
at the cnd of the period ””f" 204 a8k 1N 240 506 609 440 - 6335 PR B P 4!1»‘
Stocks held with Producers - L B : s ' o
at the cnd of the period 57 |° 605 612 S1a 154 142 81E - 532 | -1¢a 116 119
Long staples 610 506 142 107 457 215 101 8z .82
Hediun staples 2 .4 9 30 22) 228 .22 16 16
Shert staples - 2 3 4 21 . 1" 3 2 2
Others . - - - - i i O Y1y 19 19
- S |
L/ Reuised figures,

* Incluaing 78 thousand balci”bﬁ{ﬁg‘

- 217 [ ] -

foruward sales

from 197/719 z.op.

% 1892/80 viap.
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Table 2
~ Sudan: Area Planted and Output of Major

Noncotton Crops, 1974/75 - 1979/80

- (Area planted In thousand feddans: output in thousand
: metric tons; ‘yield in kilograms oer feddan)

1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 L

Sorghum . . ;
Area planted 5,864 6,179 6,287 6,662 7,202 6,490
-Output 1,776 2,026 1,800 2,017 2,408 1,897
Yield 297 328 286 . 303 334 292

Dukhn | S

Area Planted 2,646 2,512 2,773 2,984 3,078 2,375
Output 444 403 473 - 488 - 550 369
Tield 168 160 171 164 179 155

Groundnuts L s ,
Area planted 1,7.7 2,066 1,894 12,629 2,327 2,354
Output , 875 931 -~ -:740. 1,021 -804 846
Yield 510 - 451 - 391 -7 345 . 1359

Sesame _ . ; PN S R T
Area planted 2,199 2,291 B 2,349 2,057 .- 2,079
Output 282 238 253 245 o214 231
Yield 128 104 j@l;Qﬁ 104 104 111

Wheat A
Area planted 598 . - T14
Output 246" - 2647
Yield 411 370

586w
) i 177 219
535 302 . 489

Gum Arabic B

Source: Ministry of Agricuiéﬁf;;jfddé?éﬁ&ANéEQfai Resources,

1/ Estimates
2/ Production data are not available. Figures pertain to deliveries
to the Gum Arabic Corporation of Gum Hashab which more or less

reflect .actual pickings except for periods of significant smuggline
as may have occurred in 1973774, . '

o



Table 3

Sudan: Balance of Payments, 1975/76-1980/81
(In millions of U.S. dollars) 1/

- Estimate o
1975/76 1976/77 1977/78 1978/79 1979/80 1980/91

T

Expofts. f.o.b. 2/ 500.5

3.8 551.0 - 527.0 580 690
. Cotton S 300.4 . 285.7 295.8 320.7 260 320
Impqéts, c.i.f. gjf - =1,061.6 - 985.9 -1,188.0 -1,137.9 -1,370 - 1,600
Trade balancé‘ . - 511.1 - 392.1 - 637.0 - 610.9 - 790 - 910
Seryices (net) al = b81.4 - 44.5 -  713.5 - 104.5 - 92 - 242
* Recelpts 107.9 118.6 158.8 181.0 210 245
Payments - 149.3 -163.1 - 232.3 - 285.5 - 302 - 487
(Interest on debt (43.9) 27.9) (60.0) . (77.8) (62) (212)
Unréquited transfers (net) - 150.7 183.3 244.7 257.2 290 340
v Reecelpts e ’ 150.7 183.3 244,17 257.2 290 340
Payments i et = = - -
éurtent account -_401.8 -253,3 - 65.8 - 458.2 - 592 - 812
Offtcial capital (net) , 324.6  198.1 65.4 347.9 488 162
Recelpts : 401.3 255.2 132.0 405.0 577 405
Repayments -70.7 - 56.5 - 65.5 ~ 55.3 - 89 - 243
Compensation for nationalization - 6.0 -~ 0.6 - 1.1 - 1.8 - -
Allocation of SDR;: -— -— - 13.0 13, , 13 /-
Monet t i = 3 - 2.3 715.5 - 6.0 91~ - 100 =
onetary movements (nimus increase)_?a‘g 2 322.9 4.9 91 :

Errors and Omissions 5/ 57.5 103. T (537)/

Sources: Data provided by the Sudanese authorities, and Fund staff estimates:
VAN V) Conversion rates: to 1977/78, Lsd 1 = US $2.87; 1978/79, $2.50; 1979/80-80/81, $2.00
\“1"‘21 Customs data. 3/ Includes estimated interest on external debt. 4/ Net IMF financing excluding Trust Fund.
e . a
v 5/ Includes short cerm capital flows and accumulation of errors.

25
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;Table 4

Sudan: “Export ladices, 1373475

(1970-71 = 109)

1970 1571 1972 1372 1974 1875 1375 1337 1372

Yolume index 957 104 35 1

. A1 49 70 93. a7 7

of which: cotan 1/ 94 106 54 38 29 55 70 70 38

Value index §9 101 118 138 221 193 132 243 227
gxport prica index of ‘ ‘

industmial countries 2/ 97 102 "z 133 153 183 185 03 234

Seurces: Sudan export incicss (Laspeyres) coassructad from Foreian Trade
Statistical Digast, Denarf“ment of Statistics, Miaistry of lanning;
export price index of industrial countries ‘ram Csmmodity " -ade and

Price Trands, [BAD £C-13%.

1/ Cotton's weight in t3%al exports is £2.3 narzent

2/ The export pricz index of industrial cuniries refers to dave!aped
countries" c.i.f, index of U.S. dallar pricas of manufactured expors, %2
all destinations. Imports of manufictures fram developed countriag
aclgunt for three quarters of Sudan's %gta) inforis,



Table 5

(In millions of U.S. dollars)

Sudan; Gross Reserves and Net Foreign Assets, 1976-79

551

1976 1977 1978 __ae19

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

Monetary authorities ‘632 -600  i588  -625 . -603  -600  -602 .-692

Convertible foreign exchange 1/ - 33 20 25 28 . 22 2. 3180
Net bilateral claims 2/ B -38 -30 -36 -45 . -1 -3 . -37 0 -

Net IMF position 3/ -152  -140  -134 2117 .62 -130  -145

Bank of Sudan short-term T TR T e e
liabilities to foreign banks <271 -346 -341 -386 - .-391 - -399 = .384 -4

Liabilities from Kuwait loan ~203  -104 ~104  -105 = -102 - --67. -67 . :-63

Commercial banks 21 -4 8 w8 8 9 1A

Assets 2% 68 55 58 81 - 168 . 120 - 194

Liabilities -48 - -72 =17 ~30 .30 o -2 -1

‘Net foreign assets 455523 7¥605':f 598 .545 7‘;503/; f~571

Source:

4

Data provided by the Sudanese authorities.
1/ The bank is required to maintain at all time

2/ Including balances on account established under loan

countries.

3/ As reported by Bank of Sudan,

s gold and external assets (including SDR
of not less than the aquivalent of LSd 7 million. : ] .
agreements with certain East Bloc.

14
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TéBle\GJ'
~'Sudan:- Composition of Exports, 1975/76 - '1979/80°

(In millions of Sudanese Pounds)

1975/76. 1976/77. 1977/78 "1978/79  "1979/80

Exports (f.o,b,)

Ginned cotton 104.6 103,0  128.3 135.3

99.5
Gum Arabic 10,7 11.9 12,3 16.0 17.3
Groundnuts 40,2 36.0 27,9 10.2 C 4
Sesame 11.5 21,6 19,3 11,1 11.3
Livestock 0.4 3.6 5.4 T.1: n/a
Dura 1.8 4,5 3.0 3.5 25.2
Meat —_— 0.4 0.3 — n/a
Hides and Skins 3.5 o2 3.8 3.5 v 4,0
Castor Seeds 1.1 1.0 0.2 0.3 —
Karkadesh 0.4 1.4 0.6 1.0 1.0
Cake and Meal 5.6 9.1 2.8 8.4 11,2
Others 11.9 13.6 13.3- 28,5 16.3
Total 191.7 206.8 181,9 i '

- Source: Bank of Sudan



Sudang -

'Tabl e7

rmports By Category of Commodity
1974 to 1979
CIn millions of. Sudanese nounds)

1978

1975

1976

1977

1e78

1979

Foodstuffs and tobacco

Raw materials, including
petroleum products

Chemicals

Textiles

Machinery and transport PR
6.8

38, 7?;"

equipment

Other manufactured goods'___

. Tota]

597

272 402

o 24.]

123.6
60.2

1536

50,0

_165'3

169 4

N
88 3§§§‘

95.9

247 5

;f359.9

41,4

'375 5

449 5

7 477.3

Source: Bank of Sudan



Table 8
Imports by Commodity
(Value in LS.0007s)

Value

—

166
6,488

2
11,440
6,551
1,6YS
1,712

-0
1]
4.650
416

i

T e m s e.a

Y
10

44,384

0
S

o 1975 176 vn
Comnunlity Unit oo e emene s e Lo
: “Quantity  Value Quantity  Valg: Quantity
Foun Sruns
Rice M.T. —_— - 1,003 141 1,590
Whcat . 128860 8,323 195,647 11,231 1,239
Wheat Flour " 8,061 659 7,380 636 Ry
Sugar v 132,231 39,706 13,001 21951} 1637
Tea - 166 4231 11,749 AK72S 12,681
“ofice - 1533 2197 1925 2,15 2005
Dairy Products - 2984 1,393 J.o 1,379 3611}
Fish and Fish Prepar- :
tivns " (K]l 287 24 12 76
- Mcat and Meat Pr para-
tion " | | 9 10 17
Fruits and Fruits .
Prepanation . 8,262 1,018 5461 56 4,054
Vegetables and Ve, -
Preparation ”" 557 152 1,619 200 1,965
Confectivnzry, Swests
Cakes and Buiseuits » “368 9) (Y]] 175 626
Makt . 1,51} 22) 1,457 171 2,002
Lemils s 98 1,956 36} 1.344
Animial and Vepetables
ails . 664 178 1,158 260 913
Spices - 21s 160 520 AT M
Miscellancous o .. 1,234 .- 1,08, -
Drinks Aso ‘Touacen E
Non Alcoholic M.T, a2 | . 31| 1o 57
Whisky Lin- 200110 in [LINE ) SETT) 229119
Hrauly Y [ . 1Y 97 102,25 18 6,545
Gin . 13017 16 160,90 1 20,078
Clanapagne w 20 4 (LU | 2678
Neer Ce O 3RE00 40 260w o) 624,302
Other Alcohulic . 9,753 1} 128,056 76 4,328
Cigars M.T. 2 9 4 19
Cigarrettes e 935 3304 1,140 1,023 9350
Tubaceo U e 400 R3] 56 . 627 447
Mizcetlancons ) - . 16 - - . .-
Crune Mattmiars
Crude Rubber . - .
Waste Bapers 93 2] 4,00
Cual 03 A 126
Peitolenm Panl, 916,6R7 M Liasos
Seeds fur Sawing I A A 9
Tablw 2450 sty 2,570
Miccllancous c . .2m .

D

197

Quisntity

2,360
119,742
46,117
197 7150
26,236
2
1477
27
253
J.oss
1.515

2,564
1915
4422

1640
298

19
283,193
141.25)

10,442
16,982
l,o4500
132,280

2
1110
984

R N I

5 .

27
1L142,942
1

1,902

o
5,955
2820

18930
12,398
5
2944

1S
96
1417
s

631 =

672

()7j
256
2,040

- o e

266

R 4]
182

Is

]|

Y

8]

H

- /214
- 1,24

4
49,953

e

M6 0

%

vy .

Value'  Quantity

1.549
130,816
144.096
155,608

6,899
36,029

3023

e remen e iy

Value

1440 -
92134
12,271
2041
6,145
1.59%
2025

41

14
MS 418 459
210,022 424
216410 S
36472 76
L631,613 sus~
6,414 8
I 4
D) LT
90 g0s
. hd jlp S R
1,220,164 -
TR
1,009



http:1.142,.12
http:0.441352.71

S
S

Table 3 (continued)

Comnunsdity Unit 1975 1976 1977 ) ’l‘nu . N vm ‘
Quanity - Value Quaniity  Value ”as;:l‘ml;—“.\'.ﬁ: Quantity Vil Quantity “"Vﬂll,k", A
Cirancars C
Moedical and Pharma- L
cawical Producis Value - 9,764 - X% 10.158 -- 11,527 - 0S8
Perfumes and Cosine- . S
tics M, 448 (1] %9 1,03} T 978 mm 1.252 452 834
Pertilizers . . : -
* Manuflactured ** . 276,057 9.68) IRY KO 21069 .60 L3I0 6258 410 O REIN Sa0
Fosccticides - 14,247 9070 BAM 582 9,748 FARY 1on 061} K197 10.290
Explnives ML g 68 26 01 Ky M RiF 1] S H U3 gL
Miscelleneas -. oM . gots .. 1.8 : 15.025 (Y 2007
MaNtaciun Goons T T T T e e
Leather and beatlicr
Manufuctuies MUT. - R1Y| 174 19} 140 152 154 pXE] R 194 287
w:,t:‘l‘);rl :(:J(IE‘I::':CIIII'CS . 2,431 1,230 1984 1.054 1401 2.2 1682 LHOY . 1,545 LMD
Manufaciures . 27128 4426 1n.0i6 YRG 28917 Ao 30,245 R T0) 1219 294
Gilass and Glass Waes |, 92472 1,550 4,185 91$ 7.193 1481 11,105 2800 8208 IITRE
fron and Sieel " 63,120 13281 g 682 62,439 8.2 S04 1750 3o0uo 8759
Mctals Manulactures 42299 11,1318 M6 14,200 69,549 20,759 04957 124855 101776 27
Fool-Wears Pair 1.200 v - - 19an 160 9suin B 1150 50
Jute and Sacks No. 36726630 7,663 15,699,550 2,195 26565447 1577 2809 507 .54 19,765 .(1‘10 $. 300
Books, Magiasinaes, ) T *
News Papers, Vitus ) . '
Sl:uium:r)_' ML 4572 a5 KNS 15w AR} 2261 2553 - Lum 2,600 )
Qslt-:.'::::(l ::::::“ Pipes RIA22 358 $1650 KO [(IE X B s.41s 166,060 1116 624MS "_'"s-,
menly Vihwe - 2865 . 3147 - 5.9y . sas2 LBIS
faper Manwlaciures AL, .56 55 20884 422 45,858 0,787 101,265 7.0 ).777 004 -
Plastic Manulactnes 40 LW 150U My ER3Y 124 11.530 6000 - 0123 204
Ceramic Pooduce. L w7 9 385 L VT Y LY L6 s 984
Toys and Sporting ‘ o '
Goads ML, kI 6 425 A6 sy Y 415 < olk) (319 (3]
JMiwellweoss o Lsw s - LR ~ X0
MACIINIRY AND Bguimu NS . T T T T
Machinesy Llectric ALY, 2,256 1,624 2572 )dus 2,697 0IR3 - a3y 4.6 4.534 12,435
Machinery Now- . SRR B - IS
Electric - 22038 19,221 21347 25630 35027 328 e 3653 69 2 0
Relrigesators Na. 364 30 b1 1 L S T ! ,'ll,;l J"‘,)F.i :
Air Conditioners “ 171 6l 216 47 . 20 3 631 YT IR
Ovens . s ? s 12 .- oees s Ty 0 ..
Machinery Spare ' SR s : .
'rp:'mu fivs and T ML W41 26,527 $S.702  §9,27) siae ST AT T TR M it
Ve, Radios an . L e : T ’
Ree, Value - 64} --- M2 e - o T
Doy Hatieriey MU §.603 473 S U1 L U T T v "JS‘)‘“
Tuwims Nuo., Lo 6,353 S QK1Y S0 R L Y R 447
Tentite Machinery : . ' S e T e TR G e
. .uml Pasts MUT. o .l.;'ll.l. ..:l‘..-‘.'ll! -M.Ii_.(:lfo . lf,-ll.’l 0482 - f).;!')l C 10,681 TLSED 4l 10,567

e e e ‘e e @ crtecsrm e
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Table 8 (t_:on't_i nued).

R Y

1975 70
Commadity Unit ~-co o000 L -
Quaatity  Vahwe Quuntity
Tuansrart Fgusmnaas
Aircralis No, 4 $.900 10
R:\il\v;q L ocomagives . 14 A 6
Railway Wagons . - - R3]
Road Passenger Cans . 2169 10,198 2,770
Loy . . 5065 19245 2.6
Boes - . 40 b2 11 n
Tyses und Tulns - 1,154,52)  S51v) 64478
Fenvies and Steanens v B Y I W T T N
Aute-Spase Party Value .- 14,962 ..
Motor Cyvles No. 108 6 67
flicycles " B.u0) 17 6,071
Loconmtive Parts Valae S 2,962 .
Aircralts Pagts - - 1920 -
Miscellancous ‘- 1,863 -
Tits
Grey Unbleached .
Wholly of Cotion MT. 10936 9,100 237
Bleached Whally of i ) v :
Cotion . 5460 6214 1,562
Printed Wholly of ' :
Cotton - 3440 5032 N E TR
Oilier Dyed in the Piave : S s
Whaolly of Cotton . . 3489 - 5454
Dyed in1he Y : R
Whaolly of Coteon . R [ P
Other Fabries Wholly BT .
ol Cottan - . g X R
Other Fabrics Cotton - o
Mixed with other LT
Materials .- CAWG
Waven Silk Fabrics - N
Waven Waoal Fabrics - Y

Woven Fabrivs Fla
and Ramie
Waven Falics

Synihetio - 335 6000 4330
Tentiles Yarm and A

‘Threads .- 208 - 2m L™
Tolic T aco am) N A ! ‘

Embroidery - L6 ag
Spevial Vesiike : Tl

Fabrics . R ¥ 1. X 100 2 377
Made-Up Articles of O SR )

‘Tex. Maicriab w T AL LIE
Made-Up “Textika w s LS LA R |
Miscclizacous : - ey

R e e tten e gec . a A S et e o gm e e e T F e a w cmer g e e g

Guanp Toray T e XSYRTR

STy 8 e e rcetiis i ® w o e s St rame e b . e

e - -

2076

w2y s . g6

Value

o

23

3
4.754

- 14,664
1y
2,76Y
421
12,868
2s
187
1,627
217

02
1,227

MLIBO

s

02

“r 0t gmmymea

1408

1977 1978 191
‘ Qllilllll:i)'. V-lue : Quanlity V'n!uc. ’ ‘J(l:llllil,_ Valnc
Voo T IR 5% 2 Cam
] 23 s 57 .- L
102 1032 - ~ i
2 sSays 236 71298 268 6420 .
5928 8607 1.603 Hew 192 14,001
TR 175 1121 16 TR
LIS 6sum 1584993 9657 6IRIN Han
W q0n 7] 146 7] o wn
- 12997’ . 2,008 . 13,006
X0 25, 7 KR ) 128 -
Jus? R e 19,247 ] 2 6N
- 1892 o AW L gy
- 1343 .- Y
4833 4846- 1009 jone
LESt 2407 3% o
LITS 2368 2051 4z
S m osar A NS
s g R T I ot 141 475
L3 st o 3 12
682 Rsd g s4Y
R S MR §
R SRR 11 3
1061 M0

L A
L2 s, hes e
e 1R 130 s
o oSt S 1500
- 49461
- MO oo
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Table 9

The Percentage Shares of Sudan's Main Suppliers :
~In the Total Value of Imports During the Period 1971- 1979

1971 1972 1973 1974 1975 1976 1977 1978 1979

k. of Chima 6.7 7.5 6.7 9.1 4.5 28 27 . 50 41
WSS 68 45 60 10 04 18 05 o

Ocher Socialist = -

Countries . Mf ;7;6§”A;¥ g;jg;V*,*

e B ]
95b¢"»‘ . "T°’f;?5:3?+
usA w9 s

Other W:Europe S

Others = 9 16.2 238 219 19




Tab]e 10
Sudan: Imports from U.S. 1977

Fiaurﬂs in Sudanesa Pounds
(LS 1= s U.S. $2 00)

Total Worldwide Imports 42,176,799
Total Imports from U.S. 20,064,654
Wheat Unmilled 3,920,663
Wheat Flour 507,050
Qther Focd Prenarations 197,954
Cigarettes . 49,921
Lumber, Sawn, SofTtwood : 37,753
Seeds for Scwing 68,068
Lubricating 01l » 50,014
Other Lubricating Preparations - 25,708
Other Animal Qils 254,967
Medicaments 412,223
Products of Polymerization and Copoljmeriz=tion © 74,458
Insecticides 2,1" ,412
Preparad Giues raady for retail sale - &7,478
Animal Black Prepared Glossings, Oressings, etc. 28,017
Other Chemical Products 27,782
Qther Covers for Tractors, Excavating Machine*/ 38,108
Other Quker Covers and Sclid Tyres ) 27,101
Newsprint 76,468
Kraft Paper Cardboard 49,842
Tableware 57,313
Wire Rod 114,029
Platas Universal Heavy 29,147
Tinplata 47,103
Hoaop and Strip Iron Steal 151,283
Hangers, 3dridges and Sections, Sheds 915,347
Other Finished Structural Parts, Oogrs, etz 104,158
Interchangezble Teols, Orill B1ts, uap Dies, atc. 37,437
Qther Intarnal Combustion Diesal Zngines and Paris 109,189
Agricultural Machinery, etc., Preparing-Cultivating
Sail 190,01¢
Agricultural Machinery darves ing, Threshing, stc. 860,355
Agricultural Tractors 86,572
Auxiliary Machines, Parts extruding Weaving, ete. 628,943

Other Food °rcc=ss1ng Machines 83,029
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 Table 10 (cantinued)

’fﬁddfts from U.S. (continued)

Excavabina, Leveling, Boring Machinery 1,382,825
Air Conditioners Completed 83,296
Air Conditioner Units, Condenser, Compressor, stc. 57,554
Other Air Cond1t1on1ng Equipment 40,363
Other Parts of Rerrigeratars, etc. non-coresbic 130,501
Other iea“*ng, Cooling Equirmant, Industrial 145,031
Pumps for Liquids 32,245
Air Yacuum Pumps, Gas 76,523
Other Livting, Handiing, Loading Machinery 270,873
Oomestic Refrigarator Units, Condenser, Cimpgressor, etc. 81,885
Other Parts Oomestic Refrigerataors . 98,439
Machinery and Mechanical Appliances 71,829
Parts, Accessories Mach1ner/ 119,124
Electric Motors 111,583
Electric Switch Gazar V 228,8C8
Wireless cquipment including Radio, Radar, ste. 899,893
Primary Cells, Bat*eries, Accumulatcrs 86,040
Parts Railway Tramway Locomotives 63,540
Road Passanger Cars _ 473,317
Motor Yehicles for Road Transport Goods 30,53¢
Spec1al Purpose Vehicles : 29,482
Tractors txcaot Agricultural Zxcent Fork Lifis 131,270'
Chassis Fittad with ?ng1nes for Tractors o 87,250
Parts and Accassories for Agricultural Traciors 450,530
Parts of Aircraft 210,367
Medical Oental Surgical Yetsrinary Instruments, )

App11anc=s 30,323
Instruments for Measuring aor Controlling the Flow

Depth Pressure of Liquids 86,642
Parts of Guns Motors Rifles Artillery Weagzons £0,850

' Source: "Foreign Trade Statistics”
‘Ministry of National Planning, Khartoum:
Department of Statistics ,
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Table 11

Sudan; External Debt, 1375-79
L (Ih‘mi11fons of U.S. dollars)

c1975 1976 1977 . 1478
Total external debt out-~ |
standing, disbursed only, - ~ e R
end of period 1/ 1,181.2 1,605.3 1.797.5 2,076.1 2,603.1
By type of creditor: . o l |
Suppliers' credits 231.6 277 .6 301.9 287.7 - 312.7
Financial institutions , 257.4 336.0 351.2 547.9 537.9
Multilateral institutions =~ 160.4 237.5 296.3 396.2 501.2
Bilateral loans 531.9 754.2 844.3_ 1,251.3

848.1

1/ Public medium- and long-term debt with an initial maturity of over one

year,

Sources: Data provided by the Sudanese authorities

System, and Fund staff estimates. .

» IBRD Debtor.Reporting,

vy
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© USAID/SUDAN PROJECT DESCRIPTIONS, INCLUDING

PROPOSED FY 1981/1982 PROJECTS

~T. CURRENT PROJECTS:

Project No.:

650-0018

§50-0020

650-0021

' 650-0025

Blue Nile Rural Development Project: Working with
local government institutions, the project will be
testing improved agronomic practices and inputs
with tractor mechanization and without mechaniza-
tion. The project will also test extension
approaches to transfer agricultural information,
‘cooperative systems to provide production services,
and approaches to small farmer credit. The

purpose of the project is to develop a replicable
model for delivery of integrated agricultural
development for small farmers.

Western Sudan Aqricultural Research Project: With
inputs from the Government of Sudan, IDA, and
USAID, this comprehensive project, based on a
multi-disciplinary model, will undertake research
on five agro-pastoral production systems found in
Western Sudan. It is being implemented by the
Consortium for International Development (CID).
Inputs of technical assistance, training, operating
costs, equipment, vehicles and farm machinery, and
construction costs are being made by USAID. The
project should result in the development of
functioning ARC research stations and a research
center in the four western provincss.

Southern Manpower Development Project: The project
1s strengthening the human resource base in the
southern reqion by improved training and utilization
of agricultural personnel working with the small
farmers. The Yambio Institute for Agricultural
Technicians, the Agricultural Training Center at
Rumbek and the Ministry of Agriculture in Juba

will be strengthened in their functions as

training curriculum is improved and extension
workers trained.

Abyei Inteqrated Rural Development Project: The
project is experimenting with participatory rural
development in five major areas including:




650-0011

650-0019

~ 650-0010

| 650-0026
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increasing agricultural production to achieve
self-sufficiency in food grains; increasing fam
incomes and improve diets; increasing water
supplies to human and animal needs in the dry
season; improving communication and access; up-
grading educational facilities; and extending
primary health care services in the Abyei area,
The project is heing implemented by three U,S§.
technicians in cooperation with Sudanese counter-
parts. "

Northern Sudan Primary Health Care Project: The
project 1s assisting the Government of Sudan to
expand and strengthen delivery of primary health
care services in Northern Sudan. Inputs include
technical assistance, training, equipment, supplies,
vehicles and construction costs for 35 Primary
Health Care Units.

Southern Sudan Primary Health Care Project:  The
project 1s assisting the Government of sudan
Southern Regional Government in implementation of
its Primary Health Program. USAID has provided a
grant to the African Medical and Research Founda-
tion to assist in four program areas: techinical
staff and training, self-help low-cost construc=
tion, information processing, and supply management,

Extension Education Training for Human Resource
Develooment Project: IThe project is establishing
a capability to train women to deliver integrated
non-formal extension services for impoverished
adults 1iving in urban and rural areas. The
project is being implemented through a USAID grant
to World Education, Inc., a private voluntary
organization, which will design, test and revise
curriculum for extension training, and plan,
implement and evaluate an extension program at
Ahfad University College for Waomen.

Wadi Halfa Community Development Project: The

project 1s assisting in creating conditions to
accelerate the development and reconstruction of
Wadi Halfa. Agricultural development through
pilot efforts with irrigation systems, crop

trails and youth agricultural vocational training,
and improved health, nutrition and sanitation
conditions are being attempted. International
¥pluntg;x~5ervjces_zlys) is implementing the
project. )



650-0012

650-0028

650-0035

650-0031

650-0030
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. Rural Development Planning Project: The project

will attempt to improve skills in planning, designing,
implementing, and evaluating agricultural develop-
ment projects in the traditional sector, develop
institutional mechanisms to feed applied research
results into the regional planning process, and
improve data collection, analysis and integrated
planning capacity at the provincial level.

Expertise to conduct courses, seminars and work-

shops and funding for participant trai-ing will be
provided.

Literacy Training Project: The project seeks to
reorient education in Southern Sudan to the -
development needs of the area and bring the quality
of education up to national primary school
standards. Pre-primer, primer and post-primer
materials will be produced in 16 languages, and
curriculum development and teacher education is
being emphasized. The project is being

implemented by the Summer Institute for Linguistics,
a U.S. private voluntary agency. ‘

Yambio Research Station Project: The project is
reestablishing the Agricultural Research Corpora-
tion's Yamhio Agricultural Research Station.by
rehabilitating the buildings, re-equipping the
laboratories, and fostering research and develop-
ment.activities to complement POU and Southern
Regional Ministry of Agriculture programs. The
project is being implemented by the International
Voluntary Services, a U.S. private veluntary agency.

Southern Sudan Rural Infrastructure Project: The
project will rehabiiitate the roads from Mundri to
Rumbek, Rumbek to Wau and Rumbek to Shambe to
minimum commercial access standards. Technical
assistance will be provided for road construction,
and training to improve the Ministry of Communica-
tion, Transport and Roads capability to plan,
coordinate and implement road projects.

Health Sector Support Project: The project will
provide foreign exchange and local currency re-
sources to foster effective and timely implementation
of the primary health care prugram and ensure the
dependable availability of financial resources

for the general expansion of health facilities and
services throughout the country.




650-0044

- 650-0045

650-0039

‘II. PROPOSED
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The Jonglei Swamp Transport Project: The project

1s designed to test the feasibiiity of different
swamp transport vehicles for the support of rural
development activities in Jonglei province. The
project will provide three different swamp vehicles
for use by the executive organ of the Jonglei
Development Commission to provide access to the isolated
population in that province. Such access is con-
sidered critical for the definition of and implemen-
tation of development activities in the area and will
be used by a series of other donor development
projects.

The Rural Gum Arabic Reforestation Project: The
project is designed to undertake reforestation
activities in North Kordofan province. These
activities include refurbishing four tree nurseries
to produce seedlings; three million seedlings
planted, and the soil stabilized in planted areas
during the project period. The project is being
implemented by two Norweigian technical advisors
from the International Union for Child Welfare (IUCW),
private voluntary organization, from an office
established within the Sudanese Forestry Depart-
ment in E1 Qbeid.

Petroleum Training Project: The Department of
Energy will furnish personnel to implement the
training of about 45 staff members of the Sudanese
organization responsible for Sudan's petroleum
operations. The project seeks to increase Sudan's
management expertise in petroleum research and
utilization.

FY 1981/1982 PROJECTS:

650-0048

650-0041

Integrated Wildlife and Pest Management Project:
the project will carry out research relating to
various pests/wildlife and help institutionalize a
capacity to reduce crop losses due to rats and
quelea birds.

Village Renewable Energy Project: The project will
assist*in institutionalizing Sudanese efforts in
appropriate village level technology. Particular
emphasis will be on adoptive research of existing
technology to meet logal cultural conditions.




-650-0047.
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Agricultural Statistics and Planning Project: The
project w help institutionalize the capacity
to obtain data required for proper planning and

management of resources within the agricultural
sector.

4”7 7} B
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The Democratic Republic of the Sudan
Ministry of National Planning

STATE MINISTER'S OFFICE
P.0. BOX 2092 KHARTOUM
Cables (EIMAR)

TELEX 324

Ref: MNP/330/8/121 ;
Khartoum, September 29, 1980

Mr. Arthur W, Mudge,
A.1.D. Director,

US AID Mission Sudan,
American Embassy,
P.0. Box 699,
Khartoum

Dear Mudge,

.SUBJECT: Second Commodity Import Programme

; Between the Government of the
United States of America and the
Democratic Reoublic of the Sudan.

Pursuant to our discussions pertaining to the submission of our
requirements under the Commodity Import Programme {or 1980/81 within
a great magnitute of US $40 million, please find enclosaed herewith
an indicative list of our requirements, .

You are kindly requested to consider financial allocation of
50% of the freight costs of the commodities included in our 1ist :
against the grant, while the other 50% will Be borne by the Sudan .=
Govermment.

May I avail myself this opportunity to convey to vou our hidhest
considerations, ‘

*ffff:Mirghéni Mohamed Ahmed
- STATE MINISTER,
THE MINISTRY OF NATIONAL PLAMNING




a

COMMODITY IMPORT PROGRAMME

PUBLIC SECTOR: MILLIONS. US- GOLLARS

I/ Agriculture

a- Cotton pickers ) with back up
- b- Cotton strippers ) services
¢- Cotton planter. :

I1/ Spare part & equipments
' for :

a- Public Electricity
& Water Corporation

b~ Sudan Telecommunications
Corporation :

Sub-total

PRIVATE SECTOR

a- Rice

b- Tallow

¢~ Milling Machinery

d- Tinplate

e- Chemicals for Industry
f- Spare parts

g- News print

h- Pharmcautical products -

Sub-total:.

ktbfal f“

2
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Annex IV

INITIAL. ENVIRONMENTAL EXAMIﬂATI_O&_ |

Prqject Country; Sudan
ProJFthTitlé:fl,_ i§ §ud§b\CommOdity Inport Grant
Funding: - FY(s) ' _g1 $ 50,000,000

’erfod of Project:  The terminal date for requesting

: o o disbursement authorization is 12
months from the date of the Grant
agreement. THe terminal disburs-
ement date is 24 months from the
date conditions precedent are met.

- IEE Prepared by : Richard Aitken

Environmental Action Recommended: WNegative Determination -

'Cbncurrence: W, Mudge, Director, US '
‘ !
Date /% / e / /
e 77 L_—f ;
Bureau Environmmental Officer's Decision: /fZ} |
 APPROVED 2§T ,):&—4/7((, o
[ . : ’
DISAPPROVED R

.»‘} DATED - ;%759€)/}Q£’ "‘,r  T

. A

Clearance: GC/AR: M3, 2fiafe

2
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Examfnation of Nature, Scope and Magnitude of Environmental Imgacts

I. Description of the Project

The project proposes to provide a commodity import grant of
$50 million to the Government of Sudan from Economic Support
Funds on standard A.I.D. terms., The primary purpose of the
grant is to provide balance of payments assistance by
financing high-priority imports of equipment, manufacturing
materials, and spare parts, This will provide foreign
exchange to help the GOS overcome a serious balance of payment
probliem.

Eligible commodities are those on the A,I1.D. Positive List,
all of which have been secreened for any adverse effects

they may have on the environment. In particular no pesticides
or herdicides will be imported under this grant,

II. Recormended Environment Action

In accordance with A.1.G. Reg 16, paragraph 216.2(c)2) (ikit has
been determined that a negative determination is appropriate
regarding the environmental impact of this activity. As the
procesds of the grant will not be used for the purpose of
carrying out a specifically identifiable project or projects,
an Environmental Assessment or Environmental Impact Statement
1s not required.

e

Ve
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STATUTORY CHECKLIST

Annex v

SUDAN--FY 1981 C.I.P. GRANT

[. Nonoroject Assistance Checklist

A. General Criteria for Nonoroject Assistancs:

1. Apo. Unnumbered:; FAA See 633(b)

(a) Describe haw Committaes on

Appropriations of Senats and House

have been or will te notified
concerning tne nonproject
assistance;

(b) 1s assistance witnin
(Operational rear Budget)
country or 1nternztional organi-
zation atlocation repaorted to
the Congress (or not more than
ST million over that figure

plus 10%)?

FRA Sec. 611(a)(2).

If turther legislative action

is required witnin recipient
country, what 1s basis for
reasonable axpectacion tha: such
action will be cempleted in

time %o permt orderly acecmp-
Tishment of purcese or the
assistance?

FAA Sec. 209, 619,

ls assistance mcre efficiently
ana eftectively given tarough
regional or multilateral organ-
1zations? I sc wny is assis-
tance not so given? [Informa-
tion and canclusicn whether
assistance will ancourige
regional deve]opment-programs.
If assistance is for newly
1ndadendent csuntry, is.it
furnished tarough multilataral
orsanizaticns or in accordance
With multilazeral plans to

the maximum excant aoprepriata?

?rsgoseq C,I.P. Zrans
was Included in. the__

'FY 1381 Congressianal

Presentation, .

Vas

Na.Pyrther legislaticn

is.required,

s pregram is nes
susceptible of execusizn
2s_zart of a regional or
muitilateral oregraz, -

it nct axpected ta ancIuriss
rezicnal cevelopmens
»Tegrams.  Sudan {s -e:n

2 newiy indecendens cunsry,

~
-
-
-
-
-

7T
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FAA' Sec. 801(a):
ror cevelicoment loans),
InTermaticn and conciusions whethar
assistance will enccurace effarcs
ot the country to: (a) increase the
flow or {ntarnational trade;

(t) foster private 1nitiative ana
cempetition; (c) encaurage develap-
ment and use or cogperatives,
credit unions, and savings and

lcan associations; (d) aiscourage
monopalistic practices; (e) improve
tecanical efficiency of 1ndustry,
agriculture, and commerc2; and

() strengthen free libor unions.

FAA Sec. 601(b).

lnTormation and conciusion on

how assistance will ancaurage
U.S. private trade and inves:-
ment atroad and encourage private
U.S. participation in tarzign
assistance programs (including
usa of private trage cnannels

&na the sarvices of U.S. private
encarsrise).

FAA Sec. 612(b); Sec 536(n)
Uescrice staps taken ta assure
that, to the maximum extan®
P0ss1ble, the country is con-
tributing 1ocal currencies to
meet the cost of cantractual
and other sarvices, and
foreign currencies owned 3y the
Unizad States arz ys1lized to
meet the cost of contractual
ang other services,

FAA Sec, §12(d).

“ges tne Unitad Statas cwn
axcess foreign currency and,
{1£-53, wha< arranqgements have
been macde for iis reiease? .

Program will increase
che fiaw of internaticna;
trade oy praviding <he
nscassary foreicn exchanze
for the importation of .
gsocds. A portion of tne
program assistanca is
garmarked for the
sudanese orivate sectar
ang will tend to fostar
private initiative and
competition,

T0 the extent that trade
rattarns betwesn the 40S
and U.S. centinue =5
3rew and expand, this
graogram will have 2
Pes1tive erfect on trade
pattarns.

Not apgiicable, rrocra:
Aravides fersign exchang
issistance for csmmcdicy
imporss. No other czan-
tractual er non-coimedi s
relatad carvices are Seir:
financad under *he zranz.

AT zresent tnhe Sudan ‘g
"Gt a2 coyniry ia wn
the-U.S, owns excas

fsreign currency,

L
'
en

1
3

N



II.

8.

funding Criteria for Maonoroject Assistance
tor zcsncmic dussort rund

FAA Sec. 531 (a). -
“Will tals assistance support or 1. it will premote a2conemie

premota acancmic or polit1cal stability by providing
stapility? To the extent passible, vital ‘ofe1gn excnance
does it reflact the policy airuc-. recyired for Sudan's sc3-
tions of section 1027 ' nemic development.
1.2. Yes, to the a2xtent
pcssiole.

FAA Sec. 533. ~

Will assistance under this 2. MNo.
chapter pe used for military’,

or paramilitary activities?

Country Eligibility Checklist

A.
1.

General Criteria for Country Eligibility’

FAA Sec. 116.

Can it te demenstrated that con- No. The Department ¢7
templatad assictance will directly . State has macde ne such
tenefit the neeay? If not, nas detarmination.

the Cepart:ment of State determined
that this government has engaged
in a censistant pattern of grass
vioiaticns of internationally
recognized numan rights?

FAA Sec. 481,

Has it been detzrmined that tne

government of recipient country

has failed to take adequata steps

to prevent narcotics drugs ana

other c,nbrol1=d supstancas (as

defined by the Comprehensive Orug

Abuse Prnvonticn and Control Act

of 1570) produced or processed,

in whole or in nart, in such

country, from being sald illegally

within the jurisdiction o7 such

ceuntry to U.S. Gavernment

perscnne: sr,:ler depenaents or i
frem .edtaring . a2 U, Sh_unnaw.ul117 Mo




FAA Sec. 620(b).

It assistanca is to a government,
has the Sacratary of State
determined that 1t is not cantrollad
by the igternational Cummunist
movement?

FAA Sec., 620(c).

. Ir assistance 1s to a government,

is the government liable as debtor
or unconditional guarantor on any -
debt to a U.S. citizen for coods
or sarvicas furnishea or crdareq
where (a) such citizen has
exhausted ‘available legal remedies
and (b) debt is not denied or
contasted by such government?

FAA Sec, 62u(e)(1).

It assistance 15 <0 a government,
nas it (including governmenz
agencies or subdivisicn) takan
any action which has the s&ffact
of nationalizing, exarcpriating,
or ctherwise seizing ¢wnersnip or
control of property of U.S.
citizens or entities benericially
owneda by them without taking stass
to aischarce 1ts obligations
toward such citizens or entities?

FAA Sec. 820(ay, 620(F); FY 73
ADo., ACt Sec. 108, |14 ana 6C4.
Is recipient country a Ccrmunist
country? Will assistance be
provided to the Sociatist
Repubtic of Yietnam, Camtoagia,
Laas, Cuba, Uganda, Mozambique,
or Angola?

FAA Zac. 520(1).

[s racipient cauntry 1n any way
involved in (a) subversicn of, or
mititary aggressian acainst, tne
United States or any country
racaiving U.S. assistancz, ar (b)
tne planning of sucn suoversion ¢r
aggression?

Yo

Mo

: HC‘;E.”

4



8.

10.

11.

o

FAA Sec. £20(4).

Has tne country permittad, or
failed to take 2cequate measures
to pravent, the damage or dgestc-
ryction, by mob action, of U.S.
property?

FAA Sec. 620(1).

IT tne country nas failed %o
institute the 1nvestment

quaranty program far tne

specific risks of expropriation,
{nconvertibility or confiscation,
has the AiD Administrator witnin
the past year considered denying
assistance to such government
for this reason?

FAA Sec. 520(0); Fishermen's
Protective Act or 1567, as
amended, Sec, 5.~

Ir country nas saized, ar imposad any .

penalty or sanction against, any
U.S. Fishing activities in 1nter-
natianal waters,

a. has any deduction requireg by the
Fishermen's Protactive Act besn made?

b. "has ccmplete denial of assistanca
been considered by A.1.0. Admini-
strator?

FAA Sec. 620; FY 79 Aoo. Act Sec.503.
(a) Is tne government oT the
recipient cauntry in default for
more than six menths on 1ntares: ar
principal of any AID lcan ta the
country? (b) Is country in defauls
exseeding one year on intarest or
principal on U.S. loan uncer program
for which App. act appreoriates
funas?

No

“Qf

'Sudan has taken no
such action.



2.

13.

14

13,

16.

8

FAA Sac. £29(s).

TF contempliatad assistance {s

develcement 10an or from Econcmic

Suppors Fund, has the Administrator

taken into account tne percsntace
of trne country's budget wnich is
for milizary expenditures, the
amount ot tToreign exchange spent
on military equipment and the
amoun® spent tor the purchase of
sopnisticatad weapons systams?

FAA Sez. 520(t).

Has tne country severed aqiplomatic
retations with the United States?
If so, nave they been resumeq and
have new bilataral assistance
agreements been negotiated and
entarec into since such resump-
tion?

FAA Sac. 620(u).

What 1s tne payment status of
the country's U.N. obligatiens?
It the country is in arrears,
were suych arreiragas taken into
acccount by the AID Administrator
in datermining the current AID
Operational Year Budgat?

FAA Sec. R20A, FY 79 Apo.

ACT, sec. o0d/.

fas tnhe cauntry grantad sanctuary
rrom praosecution to any {ndividual
or sroup wnicn has cormitiea an
act a7 intarnational tarrorism?

riA Sec. 664,
Jces tne csuntry oblect, on basis
of race, religiun, natienal origin
or sax, to0 the presancs2 o7 any
ofi{icer or employes of the U.S.
there %3 carry Sut econcmic
davalcement program under FAA?

fes, as reportad in
annual report on imple-
mentation of Sec. 520(s).

Tne GOS severed dip-
fomatic realtions with
che U.S. 1n 1987, =ut
they were resumed in
1972, .

. ine

Agreement was recaniirTas
in 1973 and remains in
efvect.

Current

Mo

Mo



1.

17, FAA Sec. 683, E&70.
Has the cauntry, artar August 3,
1977, delivered or recaived
nuctlear enricnment or renroces-
sing equipment, materials, or
tecnnology, without spec1f1ed
arrangements or safeguards? Has
it detonated a nuclear device after
August 3, 1977, althcugh not a
"nuclear-weapon state" under the
nonpra!l iferation treaty?

8. Funaing Critaria For Economic <unoort >

FTmcFCountrv gliotbility.

1. FAA Sec. 5028.
Has tne cauntry engaged in a
consistant patiern of gross
violations of intarnationally
recognized human rights?

2. FAA Sec. 609,

.~ LT commeditias are, to te granted
so that sale proceeds will accrue
to the recipient country, have
Special aceount (csuntarpart)
arrangements been made? °

3. FY 79 Apn. Act Sec. 113.
Will assistanca be prcvided for -
the purpose or aiding diractly
the efforts of the government
of such country to repress the
legitimaua rignts of the popu=-
lation of such csuntry centrary
to the Universal Qeclaration
of Human Rights

Standard [tem Checkiist

A, Procuremsent

1. FBA Sec. 4Q2.
Are there arrangemeats ta permit
U.S. small business ta partic1pate
aquitabiy ia—she- rurﬂishing of -
gocds and ;arv.cns r1nance~" :

 Yas, using A.1.D0.
1Regu1abion 1 prec

Mo

tes:

Mo

‘QQrcs.
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FAA Sec. 6C4(a),
AT11 a1l cormodity procurement

financed be from the u.S. axcept
as otherwise determined by the
President or under delegaticn
from him?

FAA Sec. 604(d),

LT tne csogerating country dis-
criminates against U.S. marine
insurance companies, will
agreament require that marine
insurancsz e placed in the U.S.
on cormedities financad?

FAA Sec. 604(e).

It offshore procurement of
agricultural commodity or
product is to be rinanced, 1s
there provision against such
praocurement, wnen the domastic
price of such cermodity is less
tnan parity? '

FAA Sec. 808(a).

Will U.S. wovernment excass
perscnal property be utilizea
wherever practicable in liey
of.the procurement of new items?

FAA Sac. 603,

(a) Ccmpiiance witn requirement
in sec* on SQ01(b) of tne Mearcaant
Marine Act of 1936, as amenced,
that at Teast 50 per-centum of
the gross tonnage of cormoaities

{cemputad separataly for dry bulk.

carriers, dry cargo liners, and
tankers) financaa snall de
transportaa on privataly cwned
U.S. rlag commercial vessals

tQ tne extant tnat such vessals
arae avaiilable at fair and
reasnnable rasas.

Yes'

tes:

A.1.0. Regutatien i

- will be tncerpcratad

into the Grant Agresmen:
%93 enforce the stazuisry
price restricticrs.

- Yes

Yess
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FAA Saec, 821,

1T cecanical assistance is

financed, will such assistance

be .rurnisned 23 tne fullest

extant practicable as goeds and
protessional and other sarvicas

from private entarprise on a
caniract hasis? [f the

facilities oF other Federal agencies
will be ut1lizad, are they par-
ticularly suitahle, not compecitive
with privats entarprise, and made
avaitable withaut undue intarferencs
with acmestic pregrams?

International Air Transpart. Fair
Ccmoetitive sracticas Act. 1376,

It air transportaticn or persons or
praperty is financed on grant basis,
will provision te made that U.S:-
flag carriers will be utilized to

-the extent such service is

availaple?

FY 79 Aco. Act Sac. 108.

Cces the cantract ror procursment
contain a pravisiecn authorizing the
tarmination of such cantract for the
conyvenienca of the Unitad Statas?

Constriuction

Qther Restricticns

FAA Sec. 620(h).

0o arrangements preclude premoting
or assisting the foreign aid
projects or activities or Cormunist-
bloc countries,” contrary to the

best intarests of the U.S.?

FAA Sac. 636(1). ,

is financing nct cermitied %o te
used, without waiver, for purchasa,
long-term lessz, or exchange of -
motor vehicie manuiactured outside -
che U.S. or guaranty of sucn
transacticn?

Teennical assistancs

will not te finanged

53‘2315 Grant,

~Yes.
“No canstruction wiil

. ke flnanced by Shis
- trznt, |

< Yes
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Will arrangements preclude use

a. FAA Sec. 104(f):
10 pay tar pertormance oF
abortions or to mctivate or
cuerce persons to practice
abartions, tu pay for perfor-
mance ot invoiuntary sterili-
zation, or to coerce or pravide
financial incentive to any
person to undergo steritizations? Yes'

b. FAA Sec. 620(a).

10 ccmpensate owners for
expropriataa nat1onatiz=d L s
property? g Yes.

c. FAA Sec. 68¢é0.

To finance police training
or other law enrorcement assis-
tance, excapt ror narcotics
programs?

d. FAA Sec. 6a2,
For ClA activities?

e.. Ft 79 Apo. Act Sec. 104,
10 pay pensions, etc, ror T
military personnel? Yes:

€, FY 79 App. Act Sec. 106.

Te pay U.N. assassments? Yes'

g. FY 79 Apo. Act Ssc. 107,
T0 carry out provisions of
FAA sections 209(d) ana 251(h)?
(Transfer or FAA funds to multi-
lateral organizations for S
lending.) fes"

M. FY 79 Aoo. Act Sec. 112,

To rinznce tne expart Of nuclaar
aquicment, ruel, or &g cnno]og/ or ta
train forgign-natzons in nuciaar e
FleldsZe ronerl voo o alis LYes

- - 7

e e -—-_——----.-.

j_-.-- £t 79 Aoo Act See.. 001

0 ce used-ror puo|1c1:y “ar*
pracaganda rursqeses within U.S, noc
autharizad by Cengrass? Tas

i
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA
FROM:  USAID/Sudan, Arthur Mudge, Mission Director

SUBJECT: Sudan-Commodities Import Program (650—K—602);Transportatianfvf
: Source Waiver Request oy

Waiver Required: Procurement source and origin waiver from AID

Geographic Code 000 (U.S. only) and Cooperating Country to Code 941
(Special Free World) or to Code 899 (Free World) to the extent that the ,
freight tender demonstrates that U.S. or Code 941 flag vessels and aircraft.
are unavailable for ocean and air transport services to Sudan.

A. Cooperating Country: Sudan

B. Authorizing Document: PAAD ’
C. Project: , - Commodity Import Program (656—K§562j
D. Nature of'Funding: : Grant, Economic-Support’Fundqf

E. - Desﬁription of‘Servicéés" | Transportation Services'féah&f
U o U.S. to Sudan o

F. 'Approximate Freight Cost: $500,000

G. ~.Probable Procursment Sﬁurcé:'  o CQde 899 Countries’

H. uPort, Shipper, Port of Loading/ :
' Discharge: . . '~ Not yet determined

Discussion: Under the proposed FY 1981 CIP program for Sudan, AID will
provide $50 million worth of commodities (including tranmsport costs) to
Sudan. AID policy permits AID Geographic Code 941 source/origin procure~
ment for grants to RLDCs such as Sudan (HB 1B 5A1c(2)). When the authorized
procurement code is 941, ocean transportation may be financed only on flag
vegsels of the U.S. and the Cooperating Country. (AID Reg. 1, Section
20%x.13). Only one U.S. carrier services Sudan regularly from the U.S.,
Waterman, a non-U.S.-conference carrier. Central Gulf Lines also services
Sudan, but only occasionally and on an ‘nducement basis. There are no
carriers of Suadan registry.

Suppliers of large shipments under this grant will have no trouble finding
U.S. flag service. However, this grant will finance many small shipments
of items like spare parts which would not provide sufficient inducement

for a U.S. carrier, or which may be shipped from U.S. ports not regularly

serviced by one of these lines. Further, no U.S. air carrier services Sudan, and

there are no Sudanese air carriers. 1In addition, payment of these freight
costs wilth grant proceeds is justified by Sudan's chronic balance of payments
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difficulties and severe lack of foreign exchange as described in the
PAA-D. : .

Handbook 1, Supp. B., Ch. 7B4b{l1)(c), authorizes a waiver from Code 000
to Code 941 vassels when United States and cooperating country vessels
are unavailahle, and from Cade 941 to Code 899 vessels when in addition
Code 941 are unavailable and when the cargo is ready for shipment, and it
is reasonably evident that delaying the shipment would subject either the
supplier of cargo to additional costs, or the importer to significantly
delayed receipt of cargo.

This waiver would apply only to those shipments for which COM/TR issues a
Certificate of Nom-Availlability (CNA) of U.S. flag service. COM/TR will
also keep a dollar value record of the amounts so iailved. All Letters of
Commitment will specify shipment by U.S. flag vessel unless a CNA has
been issued. °

Justification: The previously mentioned transport services are essential
to the successful implementation of the proposed commodity import grant
and are not available from the authorized source. Procurement from

Code 941 and Code 899 countries is necessary to the attainment of U.S.
foreign policy objectives and the objectives of the foreign assistance
program.

Recommendation: That to the extent it 1s necessary to move the commodities
you (a) authorize the financing of ocean and air transportation on vessels
and aircraft of any Code 941 flag if it is determined by AID that U.S. and
cooperating country flag vessels and aircraft are not available; and

(b) authorize the financing of ocean and air transportation on vessels

and aircraft of any Code 899 flag if it is determined by AID that

Code 941 flag vessels are not available; and (c) certify that the interests
of the U.S. are best served by permitting financing of transportation
services on ocean vessels and aircraft under flag ragistry of free world
countries other than the cooperating country and countries included in

Code 941. :
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ALLD. GOAT 0, 650

COMMODITY IMPORT GRANT AGREEMENT
Between
the Democratic Répub1ic of the‘Sudan ("Grantee")
and

the United States of America, actin throughlthé Agency for'
International Development ("A.I.D."?. | " S

ARTICLE 1: The Grant

To finance the foreign exchange costs of certain commodities and
commodity-related services ("Eligible Items") necessary to assist the
Grantee in meeting a serious foreign exchange shortage, achieving
deveiopment objectives and improving the standard of 1iving, the United
States, pursuant to the Foreign Assistance Act of 1961, as amended,
agrees to grant to the Grantee under the terms of this Agreement, not
to exceed Forty Million United States dollars (¢43,000,000) ("Grant"),

Article 2: = Conditions Precedent to Disbursement

Section 2.1. Conditions Precedent. Prior to the first disburs-
ement under the Grant, or the {ssuance by A.I1.D, of documentation
pursuant to which disbursement will be made, the Grantee will, except
as the Parties may otherwise agrée in writing, furnish to A.I.D., in
form and substance satisfactory to A.I.D::




(a) An opinion of the Attorney General of the Democratic
Republic of the Sudan that this Agreement has been duly authorized
and/or ratified and legally binding obligation of the Grantee in
accordance with all of its terms:

(b) A statement representing and warranting that the named
person or persons Nave the authority to act as the representative
or representatives of the Grantee pursuani to Section 7.2, together
with a specimen signature of each person certified as to its authe-
nticity.

Section 2.2. Notification, - When A.I.D, has determined that
the conditions precedent specified in Section 2.1 have been met,
1t will promptly notify the Grantee,

Section 2.3, Terminal Date for Conditions Precedent. If all
the conditions specified in Section 2.1 have not peen met within
sixty (60) days from the date of this Agreement, or such later date
as A.1.D. may specify in writing, A.I.D., at its option, may termi. .
nate this Agreement by written notice to Grantee,

Article 3: Procurement, Eligibility, and Unilization of Commodities

Section 3.1. A.I.D. Requlation 1.. This Grant and the procur-
ement and utilization of commodities and commodity-related services
financed under it are subject to the terms and cenditions of A,I.D.
Regulation 1 as from time to time amended and in etfect, except as
A.1.D. may otherwise specify in writing., If any provision of A.I.D.
Regulation 1 is incensistent with a provision of this Agreement, the
provision of this Agreement shall govern,




 Section 3,2. Eligible Items.

- (a8) The commodities eligible for financing under this Grant
shall be those mutually agreed upon by the Parties and specified
-in the Implementation Letter and Commodity Procurement Instructions
issued to Grantee in accordance with Section 7.1 of this Agreement..
Commodity-related services as defined in A.I,D. Regulation 1 are
eligidle for financing under this Grant, Eligible Items will be
subject to the requirements and Special Provisions of Parts T, II,
and III of the A.I.D, Commodity E1igibility Listing which will be
transmitted with the first Implementation Letter., Other commods -
ties or services shall become eligible for financing only with the
written agreement o7 A.I.0. A.I.D. may decline to finance any spe-
cific commodity or commodity-related service when in its judgment
such financing would Be inconsistent with the purposes of the Grant
or of the Foreign Assistance Act of 1961, as amended,

(b) A.I.D, reserves the right in exceptional situations to
delete commodity categories or items within commodity categories
discribed in Schedule B ccdes on the Commodity ETigibility Listing.
Such right will Be exercised at a point in time no later than
commodity prevalidation by A.I.D, (Form 11 approval) or, if no

commodity prevalidation is required, no later than the date on which .

an irrevocable Letter of Credit is confirmed by a U.S, bank in favor
of the supplier,



.

(c) If no prevalidation is required and payment is not By Letter
of Credit, A.I.D. will exercise this right no latar than the date on
which it expends funds made available to the Grantee under this Agree-
ment for the financing of the commodity. In any event, however, the
Grantee will be notified through the A,I.D, Mission in the Democratic
Republic of the Sudan of any decision by A.I.D. to exercise its right
pursuant to a determination that financing the commodity would adversely
affect A.I.D. or foreign-policy objectives of the United States or could
jeopardize the safety or health of people in the Sudan,

Section 3.3. Procurement Srairce, All Eligible Items shall have
their source and origin in the "Selected Free lorld" (Code 941 of the
A.1.D. Geographic Code Book) except as A.I,D. may specify in Implemen-
tation Letters or Commodity Procurement Instructions, or as it may
otherwise agree in writing.

Section 3.4, Eligibility Date. No commodities or commodity-
RELATED SERVICES MAY BE FINANCED UNDER THIS Grant is they were
procured pursuant to orders or to contracts firmmly placed or entered
into prior to the date of this Agreement, except as A.I,D, may
otherwise agree in writing.

Section 3.5. Procurement for Public Sector.

(a) With respect to procurement under this Grant by or for
Grantee, 1ts departments and instrumentalities, the provisions of
Section 201.22 of A.I.D. Regulation ] regarding formal competitive
bid procedures will apply unless A,I.D. otherwise agrees in writing,



(b) Crantee will undertake to assure that public sector end-
users under this Grant establish adequate loyistic management faci-
lities and that adequate funds are available to pay banking charges,
customs, duties and other commodity-related charges in connection
with commodities imported by public sector end-users,

Section 3.6, Special Procurement Rules

(a) None of the proceeds of this Grant may be used to finance
the purchase, sale, long-term, exchange or guaranty of a sale of motor
vehicles unless such motor vehicles are manufactured in _the United
States, except as A.I1.J, may otherwise agree in writing

(b) The source and origin of ocean and air shipping will be
deemed to De the ocean vessel’s or aircraft's country of registry
at the time of shipment.

(c) AN international air shipments financed under this Grant
will be on carriers holding U,S. certification to perform the service,
unless shipment would, in the judgment of the Grantee, be delayed an
unreasonable time awaiting a U.S,-flag carrier either at point of
origin or transshipment. The Grantee must certify to the facts in the
vouchers or other documents retained as part of the frant records.

Section 3.7, Financing Physical Facilities. Not more than
$1,000,000 from the proceeds of this Grant shall be used for the
purchase of commodities or commodity-related services for use in
the construction, expansion, equipping, or alteration of any phy-
stcal facility or related physical facilities without prior A,I,D,
approval, additional to the approvals required By A.I.D. Regulationl,




except as A,I.D. may otherwise agree in writing, "Related Physical
facilities" shall mean those facilities which, taking into account
such factors as functional interdependence, geographic proximity,
and ownership, constitute a single enterprise in the judgment of
A.I.D.

Section 3.8, Utilization of Commodities.

(a)  Grantee will assure that commodities financed under this
Grant will be effectively used for the purposes for which the assi-
stance is made availadle, To this end, the Grantee will use its Best
efforts to assure that the following procedures are folldwed:

(i) accurate arrival and clearance records are maintained
by customs authorities; commodity imports are promptly processed
through customs at ports of entry; such commodities are removed from
customs and/or bonded warehouses within ninety (90} calendar days from
the date the commodities are unloaded from the vessel at the port of
entry, unless the importer is hindered by force majeure or A.I,D. other-
wise agrees in writing;

(i)  proper surveillance and supervision are maintained
to reduce breakage and pilferage in ports resulting from careless or
deliberately improper cargo handling practices, as specified in
detail in Implementation Letters; and

(ii1)  the commodities are consumed or used by'the_importef,
not later than one (1) year from the date the commodities are removed



from customs, unless a longer period can be Justified to the satisfaction
of A.I,D. by reason of force majeure or special market conditions or
other circumstances,

(6] Grantee will assure that commodities financed under this Grant
will not Be reexported in the same or substantially the same form, unless

specifically authorized by A,1.D,

(c) 6rantee shall use its best efforts to prevent the use of com-
modities financed under this Agreement to promote or assist any project
or activity associated with or financed by any country not included in
Code 935 of the A.T,D. Geographic Code Book as in effect at the time of
such projected use, except with the prior written consent of A.1,D,

Article 4: Disbursement

Section 4,1, Letters of.Commitment to Banks. After satisfaction
of the conditions precedent, the Grantee may obtain disbursements of
funds under this Grant by submitting Financing Requests to A.I.D. for
the issuance of letters of commitment for specified amounts to one or
more banking institutions in the United States designated by Grantee

and satisfactory to A.1.0. Such letters will comit A.I,D. to reimburse
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-the Bank or danks on behalf of the Grantee for payments made by the
banks to suppliers or contractors, under letters of credit or other-
wise, pursuant to such documentation requirements as A,I.D, may pre-
scribe. Banking charges incurred in connection with letters of commit-
ment and disbursements shall be for the account of Grantee and may Be
financed By this Grant,

Section 4.2, (Qther forms of Disbursement Authorizations, Dis-
bursements of the Grant may also be made through such other means as
the parties may agree to in writing.

Section 4.3, Jerminal Date for Requests’ for Disbursement Auther-
zations. No letter of commitment or other disbursement authorization
be issued in response to a request received after twelve (12)

Section 4,4, Terminal Date for Disbursement. wo a1spursement of
Grant funds shall be made against ocumentation received by A,I.D, or
any bank described in Section 4,1 after twenty four (24) months from
the date the Grantee satisfies the Conditions Precedent in Section 2,1,
except as A.I.D, may otherwise agree in writing,

Section 4,5. Date of Disbursement. Disbursements by A.I,D, shall
De deemed to occur on the date on w TCh™A.I,D. makes a disbursement to
the Grantee, or its designee, or to a bank, contractor or supplier
pursuant to a Letter of Commitment or other form of disbursement

authorization.

7
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Section 4.6, Documentation Requirements. A.I,D. Regulation 1
specifies in detail the documents required to substantiate disbursements
under this Agreement by Letter of Commitment or other method of financing.
The document number shown on the Letter of Commitment or other disbursing
authorization document shall be the number reflected on all disbursement
documents submitted to A.I.D. In addition to the above, the Grantee
shall maintain records adequate to establish that commodities financed
Rereunder have bBeen utilized in accordance withr Section 3.8 of this
Agreement. Additional documents may also be required by A.I.D, with
respect to specific commodities, as may be set forth in detai] in Imple-
mentation Letters, ;

Article 5; Genera1\Covenants

Sectfon 5.1. Taxation. This Agreement and ‘the Grant wi1l be free
from any taxation or fees imposed under laws in effect in the Democratic
Republic of the Sudan, ‘ BRI

Section 5,2, Reports and Records. In additicn‘td the requirements
in A,I.D. Regulation 1, the Grantee wills ~ .

(a) furnisn'A.Iib. such reports and information relating to the
goods and services financed By this Grant and the performance of Grantee's
ohligations under tiis Agreement as A.I,D, may reasonably request;

| ‘k (L .mafntatn'or~cause to be maintained, in accordance with: generally
~.accepted accounting principles. and practices consistently applied' such -

| / 0t
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books and records relating to this Grant as may be prescribed in Imple-
mentation Letters. Such bBooks and records shall be made avajlable to
A.I.D. or any of its authorized representat}ves for such periods and at
suchr times as A.I.D. may reasonably require, and siall Be maintained

for three years after the date of last disbursement by A.I'D. under this .
Grant; and

(¢} permit A.I.D. or any of its authorized representatives at all
reasonable times during the three-year period to inspect the commodities
financed under this Srant at any point, including the point of use.

, YSection'5.3;' Completeness of Information. The Grantae confirms;

(@] that the facts and circumstances of which it has informed _
A.1.D., or caused A.I.D. to be informed, in the course of reaching agree-
ment with~A.I.D. on the Grant, are accurate and complete, and include alj
facts and circumstances that might materially affect the Grant and the
discharge of responsibilities under this Agreement; and

(b). that it will inform A.I.D. in timely fasRion of any subsequent
facts and circumstances that might materially affect, or that it is
reasonable to believe might so affect, the Grant or the discharge of
responsibilfties under this Agreement,

Section 5.4. Nther Payments. Grantee affirms that né payments have
Been or will be received by any official of the &rantee in cognection with:
the procurement of goods or services financed under the Grant) except
fees, taxes, or similar payments legally estabttished in the coduntyy of
the Grantee,

p!
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Section 5.5. Periodic Discussions. Periodically, but no less than
annually, the Grantee and A.1.D. wiT] meet to discuss the status of the

economy, associated economic issues and the relationship of the A.I.D.
program to those concerns.

Section 5.6. Private Sector. The frantee covenants to take all
necessary steps to make available to the private sector no less than
fifty (50) percent of the proceeds of the Grant.

. Section 5.7. Use of Local Currency.

(a) Grantee will establish a Special Account in the Bank of
Sudan ‘and deposit therin currency of the Government of the -Democratic
Republic of the Sudan in amounts equal to proceeds acecruing to the
Grantee or any authorjzed agency thereof as a result of the sale or
importation of the Eligible Items, Funds in the Special Account may be
used for such purposes as are mutually agreed-upon by A.1,D. and the
Grantee and as otherwise specified in this Agreement; provided that
sucll portion of the funds in the Special Account as may be designated
by A.1.D. shall bBe made availabie to meet the requirements of the United
States,

(b) Deposits to the Special Account shall become due and payabie
quarterly upon advice from A.I,D. as to disbursements made under the
Agreement. Grantee shall make such depgsits at the highest rate of ex-
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(c)  Any unencumbered Balances of funds which remain in the
Special Account upon termination of assistance hereunder shall be
disbursed for such purposes as may, subject to applicable Taw, be :

agreed to between Grantee and A.I.D.

Article 6: Termination; Remedies

Section 6.1. Termination. This‘Agreement may be terminated .

ﬁy mutual agreement of the Parties at any time, Either Party may
terminate this Agreement by giving the other Party thirty (30)
days written notice. .

Section 6.2, Suspenston. If at,any=ﬁiméi::

di,_f;(§[; ]Gpantee shall fail to comply with any:provisfons of:
this Agreement; or

Z
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(bL Any representation or warranty made by or on behalf of

‘Grantee with respect to obtaining this Grant or made or required

to be made under this Agreement is fncorrect in any material respect;

or

(cL An event occurs that A.1.D. determines to be an extra-
ordinary situatton that makes it improbabie either that the
purposes of the Grant will Be attained or that the Grantee will be
able to perform its obiigations under this Agreement; or

(d)  Any disbursement by A.I.D. would ke in violation of the
Tlegtslation governing A.1.D,; or ) or. the..

(e) A default shall Mave occurred under any other agreement
between Grantee or any of its agencies and the Government of the
United States or any of its agenciesy THen, in addition to remedies
provided in A.I.D. Regulation 1, A.I.D. may:

. (L suspend or cancel outstanding commitment documents
to the extent that they Rave not been uti]ized through- irrevocable
commitments to third parties or otherwise, or to the extent that
A.I.D. has not made direct reimbursement to the Grantee thareunder,
giving prompt notice to Grantee thereafter; '

(2] Decline to issue additional commitment documents
or to make disbursements otMer than under existing ones; and

(3) at A.I.D.'s expense, direct that title to goods
financed under Grant be vested in A.I.D. if the goods are in a
deliverable state and have not been offloaded in ports of entry of
- the Democratic Republic of the Sudan,

/C

-~
7’
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Section 6.3. Cancellatijon by A.I.D, If, within sixty (60) days
from the date of any suspension of disbursements pursuant to Section
6.2, the cause or causes thereof have not been corrected, A.I.D. may
cancel any part of the Grant that is not than disbursed or irravocably
committed to third parties. ’

Section 6.4. Refunds.

(a) In addition to any refund otherwise required by A.I.D, pursuant
to A.I.D. Regulation 1, if A.I.D. determines that any disbursement is not
supported by valid documentation in accordance with this Agreement, or is
in violation of United States law, or is not made or used in accordance
with the terms of this Agreement, A.1.D, may require the Grantee to refund
the amount of such disbursement in U.S, dollars to A,I.D. within thirty
(30) days after receipt of request therefor, Refunds paid by the Grantee
to A.I.D0. resulting from violations of the terms of this Agreement shall
be considered as a reduction in the amount of A,I.D,'s obligation under
the Agreement and shall be available for reuse under the Agreement if
authorized by A.1.D. in writing.

(b) The right to require such a refund of a disbursement will con-
tinue, notwithstanding any other provision: of this Agreement, for three
(3) years from the date of the last disbursement under this Agreement

Section 6.5. Nonwaiver of Remedies. No’delay in exercising or
ommitting to exercise, any right, power, or remedy accruing to A.I.D,




- 15.-

under this Agreenent wil be construea as°a waiver of such Fights,.povers
or remedies. SR - = : W

Article 7: Miscellaneous

Section 7.1. Implementation Letters. From time to time, for the
information and guidance of both parties, A.I.D. will issue Implementation
Letters and Commodity Procurement Instructions describing the procedures
applicable to the implementation of the Agreement.  Except as permitted

by particular provisions of this Agreement, Implementation Letters will
not be used to amend or modify the text of this Agreement,

Section 7.2. Representatives. For all purposes relevant to this
Agreement, the Grantee will be represented by the individual holding or
acting in the offices of the Minister of National Planning and the State
Minister of National Planning and A.I1.D. will Be represented by the
individual holding or acting in the office of Director, USAI%, Khartoum,
Sudan, each of whom, by written notice, may designate additioral repre-
sentatives. The name of the representatives of the Grantee, with specimen
signatures, will be provided to A.1.D., which may accept as duly authori-
zed any instrument signed by such representatives in implementation of
this Agreement, until receipt of written notice of revocation of their
authority.

Section 7.3. Communications. Any notice, request, document or
other communication submitted by either Party to the other under this
Agreement will be 1n writing or by telegram or cable, and will be deemed
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duly given or sent when delivered to such party at the following

address:

To the Grantee:

Mail Address: - Ministry of National Planning
- P.0, Box 2092 TR

Khartoum, Sudan
“Cable Address: EIMAR
e Khartoum
“Telex No: 324, Khartoum

To AdiD.:

‘Mail Address: United States Agency for International
Development SR
American Embassy
P.0. Box 699

Khartoum,S

udan.

Telex No: - 619 AMEMBASSY KM,

A1l such communications will be in En
agree in writing. Other addresses ma
giving of notice. The Grantee, in ad
Mission with a copy of each communica

Section 7.4. Information and Ma

glish unless the Parties otherwise
y be substituted for the aBove upon
dition, will provide the USAID

tion sent to A.I.D,

rking. The Grantee will give approp-

raite publicity to the Grant as a pro
contributed, and mark goods financed
tation Letters,

IN WITHNESS WHEREOF, the Grantee
each acting through its duly authoriz

gram to which the United States has

by A.I.D., as described in Implemen-

and the United States of America,
ed representative, have caused this -
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Agreement to be signed in their nqmg§;§§§ﬁdéli§§f§a§§$<qtﬁthe;day&andi

year first above written.

DEMOCRATIC REPUBLIC OF THE SUDAN INITED STATES OF AMERICA

.

BY: 3Y:

NAME: Maj. Gen. (Ret) Nasr Al Din Mustafa  NAME: .  .*. . =

TITLE: Minister of National Planning TITLE:
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